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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-812 (Final)

LIVE CATTLE FROM CANADA

DETERMINATION

On the basis of the record' developed in the subject investigation, the United States International
Trade Commission determines,’ pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C.
§ 1673d(b)) (the Act), that an industry in the United States is not materially injured or threatened with
material injury, and the establishment of an industry in the United States is not materially retarded, by
reason of imports from Canada of live cattle, provided for in subheading 0102.90.40 of the Harmonized
Tariff Schedule of the United States, that have been found by the Department of Commerce to be sold in
the United States at less than fair value (LTFV).

BACKGROUND

The Commission instituted this investigation effective November 12, 1998, following receipt of
a petition filed with the Commission and the Department of Commerce by the Ranchers-Cattlemen
Action Legal Foundation (“R-Calf”) (Columbus, MT). The final phase of the investigation was
scheduled by the Commission following notification of a preliminary determination by the Department
of Commerce that imports of live cattle from Canada were being sold at LTFV within the meaning of
section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the scheduling 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 August 16, 1999 (64 FR 44538). The hearing was held
in Washington, DC, on October 6, 1999, and all persons who requested the opportunity were permitted to
appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR § 207.2(f)).
? Chairman Lynn M. Bragg dissenting.






VIEWS OF THE COMMISSION

Based on the record in this investigation, we find that an industry in the United States is not
materially injured or threatened with material injury by reason of imports of live cattle from Canada that
are sold in the United States at less than fair value (“LTFV”).! 23

L DOMESTIC LIKE PRODUCT AND INDUSTRY
A. IN GENERAL

To determine whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the
“domestic like product” and the “industry.” Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Act”), defines the relevant industry as the “producers as a [w]hole of a domestic like product, or
those producers whose collective output of a domestic like product constitutes a major proportion of the
total domestic production of the product.”® In turn, the Act defines “domestic 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 an investigation. . . .”¢

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses” on a case-by-case basis.” No single factor is dispositive, and the Commission
may consider other factors it deems relevant based on the facts of a particular investigation.® The
Commission looks for clear dividing lines among possible like products, and disregards minor

' Chairman Bragg determines that an industry in the United States is materially injured by reason of imports of live
cattle from Canada that are sold in the United States at LTFV. See Dissenting Views of Chairman Lynn M. Bragg,
infra. She does not join this opinion.

? Commissioner Crawford joins sections I, IL.A., and ILB. of these views. See Views of Commissioner Carol T.
Crawford, infra.

* Commissioner Askey joins sections I, ILA., and III of these views. She writes separately to explain her
determination that the domestic industry producing live cattle is not materially injured by reason of the subject
imports. See Concurring Views of Commissioner Thelma J. Askey, infra.

419 U.S.C. § 1677(4)(A).

*19U.S.C. § 1677(4)(A).

¢19 U.S.C. § 1677(10).

7 See, e.g., NEC Corp. v. Department of Commerce, Slip Op. 98-164 at 8 (Ct. Int’1 Trade, Dec. 15, 1998); Nippon
Steel Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749, n.3
(Ct. Int'l Trade 1990), aff'd, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination 'must be made on
the particular record at issue' and the 'unique facts of each case’ ). The Commission generally considers a number
of factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4)
customer and producer perceptions of the products; (5) common manufacturing facilities, production processes and
production employees; and, where appropriate, (6) price. See The Timken Co. v. United States, 913 F. Supp. 580,
584 (Ct. Int’1 Trade 1996).

8 See, e.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).
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variations.” Although the Commission must accept the determination of the Department of Commerce
(“Commerce”) as to the scope of the imported merchandise sold at LTFV, the Commission determines
what domestic product is like the imported articles Commerce has identified.!

B. PRODUCT DESCRIPTION AND DOMESTIC LIKE PRODUCT

In its final determination, Commerce defined the imported merchandise within the scope of this
investigation as:

all live cattle except imports of (1) bison, (2) dairy cows for the production of milk for human
consumption, and (3) purebred cattle and other cattle specially imported for breeding purposes.!!

In the preliminary phase of this investigation, the Commission determined that there was a single
domestic like product encompassing all stages of development for “live cattle,” and corresponding with
the description of the subject merchandise.”> Employing a semifinished product analysis, the
Commission found that there are three primary developmental stages for cattle -- calf stage,
stocker/yearling stage, and feeder stage -- prior to the immediate slaughter or fed cattle stage.'> The

® Nippon Steel, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49. See also S. Rep. No. 249, 96th Cong., 1st Sess.
90-91 (1979) (Congress has indicated that the like product standard should not be interpreted in “such a narrow
fashion as to permit minor differences in physical characteristics or uses to lead to the conclusion that the product
and article are not ‘like’ each other, nor should the definition of ‘like product’ be interpreted in such a fashion as to
prevent consideration of an industry adversely affected by the imports under consideration.”)

' Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find single
like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F. Supp. at
748-752 (affirming Commission determination of six like products in investigations where Commerce found five
classes or kinds).

' See Notice of Final Determination of Sales at Less Than Fair Value: Live Cattle from Canada, 64 Fed. Reg.
56739 (October 21, 1999). Confidential Report (“CR”) at A-5; Public Report (“PR”) at A-5. The subject
merchandise is all cattle and calves, regardless of breed or size, for slaughter as well as stocker and feeder cattle
imported for feeding on rangelands or feedlots prior to slaughter. Cull cattle, which are milk cows and breed stock
that are at the end of their useful life, that are imported for slaughter also are included. CR/PR at II-4.

' Live Cattle from Canada and Mexico, Invs. Nos. 701-TA-386 and 731-TA-812-813 (Preliminary), USITC Pub.
3155 at 4-7 (Feb. 1999)(“Live Cattle-Prelim.”). A subset of the calf group are calves raised to be slaughtered for
veal, which also are included in the scope of the investigation. We included veal calves in the single domestic like
product in our preliminary determination. No party proposed that veal cattle be considered a separate domestic like
product, and we see no reason to do so based on the record before us. Accordingly, we include veal calves in the
single domestic like product.

" Live Cattle-Prelim., USITC Pub. 3155 at 5. The first stage consists of calves, which typically are raised with
their mothers from birth to weaning at five to ten months and weigh between 400 to 650 pounds. The second stage
consists of yearlings or stockers, which typically are calves weaned from their mothers and kept on stocker/yearling
operations or ranches in pastures, pens, and fields and are fed on available forage and high-value roughage feeds
(such as sugar beet tops and corn stalks) or grazed on wheat pasture. Cattle are considered stockers at weights
between 400 pounds to 650 or 750 pounds, which generally is until they are 12 to 20 months of age. The third stage
is the feeder stage, when cattle are placed in feedlots or confined areas for about three to five months and are fed on
finishing, high-energy rations, typically corn and protein supplements and some roughage. Feeder cattle generally
weigh between 650 or 750 pounds and 1,100 to 1,300 pounds. The final stage is fed cattle ready for immediate
slaughter, when cattle are about 15 to 24 months old and weigh between 1,100 and 1,300 pounds. CR at I-4 - I-8.
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record indicated that cattle at each stage of development are dedicated to progression to the next stage
and ultimately to development as fed cattle for slaughter; thus, cattle have no independent use or function
other than eventually to be slaughtered for beef. Moreover, cattle display their essential characteristics at
birth, which vary depending primarily on breed and sex, and are enhanced through the development
process. Customers and producers perceive one ultimate end-use market for cattle, the market for beef.
However, typically cattle will be sold at different stages of development.!* While the transformation
from calf to fed cattle is significant, particularly given the fact that the animal doubles or triples in size
from weaned calf to slaughter, the extent of additional “processing” is not particularly complex, and
principally involves providing the appropriate feed for cattle at each stage of development. Finally, the
primary expenses for an operator at any one stage of production appear to be the cost of acquiring the
cattle and/or the cost of feed."

The parties do not dispute our like product finding in the preliminary determination. They
presented no new evidence or new arguments to warrant changing our finding in this final phase of the
investigation.'® Accordingly, for the same reasons articulated in the preliminary determination, we
determine that there is a single domestic like product in this investigation, consisting of “live cattle,”
corresponding to Commerce’s description of the subject merchandise.

C. DOMESTIC INDUSTRY AND RELATED PARTIES

The domestic industry is defined as “the producers as a [w]hole of a domestic like product . . .”"
In defining the domestic industry, the Commission's general practice has been to include in the industry
all of the domestic production of the like product, whether toll-produced, captively consumed, or sold in
the domestic merchant market, provided that adequate production-related activity is conducted in the
United States.'

In the preliminary phase of this investigation, the Commission defined the domestic industry to
include all operators involved in the production of the domestic like product, including cow-calf
operators, stocker/yearling operators, and feedlot operators.’* 2 We have been presented with no new

'* However, the stage at which cattle are sold varies from operation to operation, and within each operation from
year to year, depending on weather, economic factors, prices for grain and/or cattle, and operation-specific factors.
Live Cattle-Prelim., USITC Pub. 3155 at 6; CR/PR at III-1 and III-2.

5 CR at VI-5, PR at VI-4..

**CR atI-3 -I-11, PR at I-1-I-8. Tr. at 259 (Counsel for Canadian Cattlemen’s Association (“Canadian
Respondent”) indicated that “we are not taking issue with that [preliminary determination] definition of a like
product”). Petitioner indicated that it concurred with the Commission’s preliminary determination definition of the
domestic like product and domestic industry. Petitioner’s Prehearing Brief at 7-16.

719 U.S.C. § 1677(4)(A).

'® See United States Steel Group, et al. v. United States, 873 F. Supp. 673, 681-684 (Ct. Int'l Trade 1994), aff'd, 96
F. 3d 1352 (Fed. Cir. 1996).

*® Live Cattle-Prelim, USITC Pub. 3155 at 8. We found that the operations involved in each of the stages of
development play an integral, and roughly equivalent, role in the progression from calves to fed cattle and, thus, that
such operations engage in sufficient production-related activity to be included in the domestic industry, regardless
of origin of the cattle. Id.

% The statutory processed agricultural products provision is not applicable to these investigations since the
domestic like product is the upstream raw agricultural product, “live cattle,” and not a downstream processed
agricultural product. See 19 U.S.C. § 1677(4)(E).




evidence or new arguments to warrant changing our finding in this final phase of the investigation.?!
Accordingly, we reaffirm our definition of the domestic industry to include all producers involved in the
various stages of production of the domestic like product.

We must further determine whether any producer of the domestic like product should be
excluded from the domestic industry pursuant to the related parties provision in 19 U.S.C. § 1677(4)(B).
That provision allows the Commission, if appropriate circumstances exist, to exclude from the domestic
industry producers that are related to an exporter or importer of subject merchandise, or which are
themselves importers.” Exclusion of such a producer is within the Commission’s discretion based upon
the facts presented in each case.”

In the preliminary determination, the Commission did not exclude any domestic producers as
related parties.** In the final phase of this investigation, no party argued that any domestic producers
should be excluded as a related party.?

While the record contains information concerning importers of cattle from Canada,? there is
only limited information regarding the domestic producers with whom they have some type of a

*! Petitioner concurred in the Commission’s definition of the domestic industry in the preliminary determination
and urged the Commission to “decline any invitation to engage in a segmented analysis of the domestic industry and
the impact of subject imports.” Petitioner’s Prehearing Brief at 17-21. Canadian Respondents, however, suggested
that the Commission should consider the different segments of the market in its analysis. Tr. at 259; Canadian
Respondents’ Prehearing Brief at 24 and 25; Canadian Respondents’ Posthearing Brief at 12-14.

219 U.S.C. § 1677(4)(B).

# Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int'l Trade 1989), aff'd without opinion, 904 F.2d
46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int'l Trade 1987). The primary
factors the Commission has examined in deciding whether appropriate circumstances exist to exclude the related
parties include: (1) the percentage of domestic production attributable to the importing producer; (2) the reason the
U.S. producer has decided to import the product subject to investigation, i.e., whether the firm benefits from the
LTFV sales or subsidies or whether the firm must import in order to enable it to continue production and compete in
the U.S. market; and (3) the position of the related producers vis-a-vis the rest of the industry, i.e., whether inclusion
or exclusion of the related party will skew the data for the rest of the industry. See, e.g., Torrington Co. v. United
States, 790 F. Supp. 1161, 1168 (Ct. Int'l Trade 1992), aff'd without opinion, 991 F.2d 809 (Fed. Cir. 1993). The
Commission also has considered the ratio of import shipments to U.S. production for related producers and whether
the primary interest of the related producers lie in domestic production or in importation. See, €.g., Melamine
Institutional Dinnerware from China, Indonesia and Taiwan, Invs. Nos. 731-TA-741-743 (Final), USITC Pub. 3016
at 14, n.81 (Feb. 1997).

24 Live Cattle-Prelim., USITC Pub. 3155 at 8-10.

%3 Petitioner acknowledged the practicality of the Commission’s finding in its preliminary determination.
Petitioner in the final phase maintained that it was not “necessary to exclude per se from the domestic industry
feedlots that are owned by large integrated producers who also import Canadian cattle and/or operate feedlot and
slaughter facilities in Canada. Petitioner instead proposed that the “Commission should not use the positions of
such domestic producers who could be excluded from the domestic industry under the related parties provision in a
manner that would be adverse to the petitioner.” Petitioner’s Prehearing Brief at 22-23; Petitioner’s Posthearing
Brief, Response to Questions by Chairman Bragg at 29. The Packer Respondents indicated that the “Commission
properly recognized . . . [the] fact [that the feedlot operations of U.S. packers do not account for a “significant share’
of domestic production] in its preliminary analysis” and contended that the related party issue “should have little
effect on the Commission’s analysis.” Joint Packers’ Posthearing Brief, Attachment 1 at 28 and 29.

% Importers responding to the Commission’s importers questionnaire accounted for at least 66 percent of subject
imports from Canada in 1998. CR atIV-2 and 3, PR at IV-1-IV-2,
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relationship.”’ The information on the record regarding importers generally involves imports of subject
merchandise by packers, which are not members of the domestic industry, rather than by domestic
producers such as feedlots. However, some domestic producers still may be deemed related parties
despite not being importers of subject merchandise because they directly or indirectly control, or are
controlled by, an importer, such as a packer, or an exporter of subject merchandise.

The record, however, does not contain individual domestic producer data to determine whether
appropriate circumstances exist to exclude them from the domestic industry. Thus, there is no individual
producer data to exclude even if appropriate circumstances were found to exist. The domestic cattle
industry comprises over a million operations, and no domestic producer of live cattle accounts for more
than a very small share of domestic production.?® Thus, we do not exclude any domestic producers as
related parties.

II. NO MATERIAL INJURY BY REASON OF SUBJECT IMPORTS

In the final phase of antidumping duty investigations, the Commission determines whether an
industry in the United States is materially injured by reason of the imports under investigation.”” * In
making this determination, the Commission must consider the volume of imports, their effect on prices

" For example, the largest beef packer, IBP, which accounted for *** of cattle imports from Canada in 1998,
reportedly entered a risk-sharing arrangement for the production of cattle in 1997 with a cattle producer in the
Northwest United States; no further information regarding identification or size of the cattle producer has been
available. Commission’s Prehearing Staff Report at IV-2 and CR at IV-2 - IV-3, PR at IV-1-IV-2.

28 CR/PR at Tables III-1, I1I-2, and III-3.

#19U.S.C. § 1673d(b).

3 Commissioner Crawford notes that the statute requires that the Commission determine whether a domestic
industry is “materially injured by reason of” the LTFV imports. She finds that the clear meaning of the statute is to
require a determination of whether the domestic industry is materially injured by reason of unfairly traded imports,
not by reason of the unfairly traded imports among other things. Many, if not most, domestic industries are subject
to injury from more than one economic factor. Of these factors, there may be more than one that independently are
causing material injury to the domestic industry. It is assumed in the legislative history that the “ITC will consider
information which indicates that harm is caused by factors other than less-than-fair-value imports.” S. Rep. No.
249, 96th Cong., 1st Sess. 75 (1979). However, the legislative history makes it clear that the Commission is not to
weigh or prioritize the factors that are independently causing material injury. Id. at 74; H.R. Rep. No. 317, 96th
Cong., 1st Sess. 46-47 (1979). The Commission is not to determine if the unfairly traded imports are “the principal,
a substantial or a significant cause of material injury.” S. Rep. No. 96-249 at 74 (1979). Rather, it is to determine
whether any injury “by reason of” the unfairly traded imports is material. That is, the Commission must determine
if the subject imports are causing material injury to the domestic industry. “When determining the effect of imports
on the domestic industry, the Commission must consider all relevant factors that can demonstrate if unfairly traded
imports are materially injuring the domestic industry.” S. Rep. No. 71, 100th Cong., 1st Sess. 116 (1987) (emphasis
added); Gerald Metals v. United States, 132 F.3d 716 (Fed. Cir. 1997) (rehearing denied).

For a detailed description and application of Commissioner Crawford’s analytical framework, see Certain
Steel Wire Rod from Canada, Germany, Trinidad & Tobago, and Venezuela, Invs. Nos. 731-TA-763-766 (Final),
USITC Pub. 3087 at 29 (March 1998) and Steel Concrete Reinforcing Bars from Turkey, Inv. No. 731-TA-745
(Final), USITC Pub. 3034 at 35 (April 1997). Both the Court of International Trade and the United States Court of
Appeals for the Federal Circuit have held that the “statutory language fits very well” with Commissioner Crawford’s
mode of analysis, expressly holding that her mode of analysis comports with the statutory requirements for reaching
a determination of material injury by reason of the subject imports. United States Steel Group v. United States, 96
F.3d 1352, 1361 (Fed. Cir. 1996), aff’g 873 F. Supp. 673, 694-95 (Ct. Int’l Trade 1994).
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for the domestic like product, and their impact on domestic producers of the domestic like product, but
only in the context of U.S. production operations.>! The statute defines “material injury” as “harm which
is not inconsequential, immaterial or unimportant.”*? In assessing whether the domestic industry is
materially injured by reason of subject imports, we consider all relevant economic factors that bear on
the state of the industry in the United States.** No single factor is dispositive, and all relevant factors are
considered “within the context of the business cycle and conditions of competition that are distinctive to
the affected industry.”*

For the reasons discussed below, we determine that the domestic industry producing live cattle is
not materially injured or threatened with material injury by reason of subject imports from Canada.

A. INFORMATION AVAILABLE IN THIS FINAL INVESTIGATION

The domestic live cattle industry is extremely large and dispersed.** Thus, forwarding
questionnaires to all domestic producers of the domestic like product -- live cattle at any stage of
development -- or developing a sampling methodology was impractical.’** The Commission has reliable,
comprehensive and complete information for this investigation from secondary sources.’” 3 The

19 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . and explain in full its relevance to the determination.” 19
U.S.C. § 1677(7)(B). See also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

219 U.S.C. § 1677(7)(A).

¥ 19 U.S.C. § 1677(7)(C)(iii).

19 U.S.C. § 1677(7)(C)(iii).

3% In 1998, there were 1,115,650 operations (including cow-calf operators, stocker/yearling operators, feedlot
operators) of live cattle in the United States. CR/PR at III-1. The feedlot sector had 104,071 operations in 1998.
CR/PR at III-2. Because of significant overlap between operations that perform backgrounding and the cow-calf
operators, there is no information regarding the precise number of operations in each of those segments.

% The Court of International Trade (CIT) in Chung Ling acknowledged that it would be “impractical given the
time constraints for completing its investigation” for the Commission to attempt to obtain absolute coverage
utilizing questionnaires for “an industry comprised of more than 1,000 producers,” in a final investigation. Chung
Ling Co. v. U.S., 805 F. Supp.45, 49 (Ct. Int'l Trade 1992).

%7 The statute directs the Commission to “use the facts otherwise available” if the necessary information is not
available on the record. 19 U.S.C. § 1677¢(a). The statute further cautions that when “the Commission relies on
secondary information rather than on information obtained in the course of an investigation or review . . . the
Commission . . . shall, to the extent practicable, corroborate that information from independent sources that are
reasonably at their disposal.” 19 U.S.C. § 1677¢e(c). In this case, the secondary information comes from the type of
independent sources that would normally be used for corroboration.

%% The CIT has supported use of secondary source data when the Commission determined that questionnaire
responses did not provide an adequate basis for making its determination. Alberta Pork Producers' Mktg Bd. v.
United States, 669 F. Supp. 445, 460 (Ct. Int'l Trade 1987)(“statute permits the Commission to use the best
information otherwise available, and nothing in the statute or regulations prevents the Commission from using
information other than questionnaire responses when the Commission determines that the responses do not provide
an adequate basis for making its determination.”), aff’g, Live Swine and Pork from Canada, Inv. No. 701-TA-224
(Final). See also Ranchers-Cattlemen Action Legal Foundation v. United States, Slip Op. 99-122 at 57 (Ct. Int’l
Trade Nov. 5, 1999) (Court affirmed Commission’s use of secondary sources for information rather than
questionnaire responses in preliminary phase of related investigation regarding Mexico), aff’g, Live Cattle from
Mexico, Inv. No. 731-TA-813 (Preliminary).




necessary domestic producer data were obtained primarily from data compiled by USDA.* Official
import statistics, which were divided by weight categories, were used for import data.*’ In fact, the
comprehensiveness of the information available from secondary sources for this industry allowed us to
obtain and analyze data not generally available in other investigations. In addition, the Commission has
obtained some information on the domestic industry from questionnaires that asked narrative questions.*!
The Commission also has obtained some information from responses to the importers'/purchasers'
questionnaires regarding pricing data on both domestically-produced and imported live cattle.*? 43

B. CONDITIONS OF COMPETITION*

In reaching our determination, we have considered the conditions of competition distinctive to
the U.S. cattle industry that provide the context for our analysis.*

A very important condition of competition affecting this industry is the “cattle cycle,” a “cyclical
pattern of expansions and contractions” that historically lasts for approximately ten years from peak to
peak and has four stages.* When slaughter cattle prices are relatively low and beginning to rise, cattle
producers retain more cattle for breeding purposes, rather than marketing them for slaughter. This
initially reduces the number of cattle slaughtered and tends to further increase cattle prices. This is the
expansionary phase, which usually lasts about five years, but can last from three to eight years. In two to
three years, the calves of the cows held for breeding will be available for slaughter. Thus, the supply of
cattle begins to increase until a peak year, where supplies exceed demand and prices begin to decline.
The industry then enters the liquidation phase, which usually lasts about two to three years, but may last
up to four years, in which cattle producers reduce their herds by sending some of their breeding stock to
slaughter, further increasing the supply of slaughter cattle on the market and further reducing the price.
In the consolidation phase, which lasts about a year, cattle prices start to reflect the reduced supply of

* CR/PR atI-1. The data generally involved periods through June 1999, with USDA price data as recent as
September 1999, which were at least as recent if not more so than would have been obtained by questionnaire
responses.

40 CR/PR at I-1-I-2 and Appendix J.

! The Commission sent questionnaires to approximately 76 U.S. associations representing U.S. cattle operations
and received 37 responses. CR/PR at ITII-1. While these responses provide qualitative information, they are not
necessarily representative of the domestic industry.

“2 The Commission sent importer questionnaires to 58 U.S. firms that were believed to import cattle (i.e., packers
and feedlots); 21 firms responded with import data, 15 firms responded that they did not import during the period of
investigation, and 22 firms did not respond. CR/PR at IV-1 and n.1.

> We note that the parties have not taken issue with the Commission’s reliance on secondary information in this
investigation. Petitioner’s Posthearing Brief, Response to Questions from Vice Chairman Miller at 36 (Petitioner
believes reliance on secondary sources of information, including USDA and Customs data, “is entirely reasonable”);
Tr. at 145 (Petitioner); Conf. Tr. at 140 (Respondent); Responses to Pub. Doc. No. 67A.

4 Commissioner Askey does not join the remainder of Section II. See Concurring Views of Commissioner
Thelma J. Askey, which describe her views on the lack of material injury by reason of subject imports. She joins
Section III of this opinion, however.

4319 U.S.C. § 1677(7)(C)(iii).

6 See CR atII-1 - II-3; PR at II-1 - II-2. Petitioner contended that the last four cattle cycles have been from 10 to
13 years long. Petitioner’s Posthearing Brief at Exhibit 10.
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cattle for slaughter due to the earlier liquidation of the breeding stock, and thus, cattle prices begin to
rise.

The parties offered differing positions in this final investigation on whether the current cycle is
in the liquidation phase or is between the liquidation and expansionary phases (i.e., the consolidation
phase when cattle prices begin to rise). The parties also differed on the relative severity of the current
cycle. Petitioner contended the cycle is still in the liquidation phase and is more severe than past cycles.
Respondents maintained that the liquidation phase is finishing and that the current liquidation phase is no
worse than in prior cycles.”® The majority of importers/purchasers responding to the Commission
questionnaires reported that the domestic industry is in the liquidation phase of the cattle cycle.* A
recent USDA study on the cattle and beef industries reports that there is no evidence that the current
cycle is significantly different or worse than other recent cattle cycles.*

The dispersed nature of the cattle industry is another central condition of competition. There
were 1,115,650 total cattle operations in the United States in 1998.>' As discussed in the domestic like
product section, these operations include cow-calf operators, stocker/yearling operators, and feedlot
operators. While the entire industry is subject to the foregoing conditions, each of these industry
segments is affected by the various conditions to different degrees and each is affected by conditions of
competition unique to each segment. .

Cow-calf operations are the least concentrated, with many of the roughly 800,000 operations
family-owned and operated.”> They may do their own grazing (i.e., backgrounding), or sell or toll the
weaned cattle to a stocker/yearling operator for grazing.”® For cow-calf and stocker/yearling operators,
weather and other environmental conditions that affect the cattle’s growth are important factors in their
operations.>*

7 The evidence in the record indicates that the cattle cycles in the United States and Canada are similar and usually
parallel each other. CR/PR at VII-1; Tr. at 229 and 230.

“® Petitioner argued that the current cattle cycle is not operating in the expected fashion. Petitioner’s Prehearing
Brief at 57-58; Tr. at 175. Petitioner alleged that “we’re proceeding into the 10th year of this cattle cycle” which
was expected to turn around in 1997 and USDA reports “now are stretching that out to 2001. . . this one is different.
It is longer. It is more severe.” Tr. at 175 and 176. According to Petitioner, “we could easily be at the bottom of
the liquidation phase and start going back up, but only if we can do something about the imports. . . .we’re in a
stagnant position in this cattle cycle.” Tr. at 180 and 181; Petitioner’s Posthearing Brief, Response to Questions
from Commissioner Hillman at 47, and Commissioner Koplan at 73.

Conversely, the Canadian Respondent contended that “neutral observers, including the USDA, consider
this cycle to have been well within the normal parameters governing recent cycles” and that this “cycle has been of
average length.” Canadian Respondent’s Posthearing Brief at 3. According to this Respondent, “[t]here is general
agreement that the liquidation phase of the cycle is either over or about to be over.” Id. The Canadian Respondent
maintained that two features unique to the current cycle were the heavier carcass weights and the increases in feed
grain prices that occurred in 1996. Id. at 5-6.

The Packer Respondents contended that “[i]n 1999, the liquidation cycle is finishing and consolidation is
beginning, with the expected improvement in price and profitability.” Joint Packers’ Prehearing Brief at 21.

“ CRatII-2, PR atII-1.

% CR at II-3, PR at II-2 citing U.S. Beef Industry: Cattle Cycles, Price Spreads, and Packer Concentration, USDA,
ERS, Report Technical Bulletin 1874 at 1 (April 1999).

' CR/PR at I1I-1. The evidence on the record also indicates that only a small percentage of operations had a large
herd size, i.e., 500 or more head of cattle. Petition at 6.

52 CR atII-3 and I1I-2, PR at II-2 and III-1.

% CR at I1I-2, PR at I1I-1.

54 CR atII-3, PR at II-2.
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Feedlot operations also are fragmented, with 104,071 operations in the United States in 1998.%
For feedlots, the cost of feed (i.e., price of grain) is an important factor as the cattle almost double their
weight from the feeder to the fed stages.’® The cost of feed for feedlots was relatively high in 1996 and
throughout 1997 (with the highest cost in August 1997); it declined in 1998 to relatively low levels in
December 1998 and the January-June 1999 period.”” The price of grain, as well as the price for fed
cattle, plays a role in the decision as to when a feedlot operator markets cattle for slaughter.® For
example, relatively low grain prices may encourage feedlot operators to retain cattle in the feedlots for
slightly longer periods of time because additional weight gain to the cattle is relatively inexpensive.
However, there is a limited window of opportunity for marketing fed cattle for slaughter. Most breeds of
fed cattle receive their best quality grades if they are slaughtered when they reach the optimal weight of
about 1,200 pounds.® Additional weight gain usually is less efficient in that it requires more feed for
each pound gained and results in the cattle disproportionately gaining weight in fat rather than more
valued muscle.

The packer industry, which purchases fed cattle for slaughter, is heavily concentrated among a
few firms, with purchases by the four largest packers accounting for 81 percent of the fed cattle and 33
percent of the cull cattle slaughtered in the United States in 1998.%°

Corresponding with the different conditions in each industry segment, purchasers of cattle have
somewhat different concerns depending on the stage of development of the cattle being purchased.
Packers are concerned with the quality of the meat that the fed cattle will produce.®! Purchasers of
calves, stockers, and feeder cattle, however, are principally interested in the health of the animal and its
potential for weight gain.*

Within each stage of development, domestic and Canadian live cattle are a generally
substitutable product.® ¢ Prices fluctuate daily.* While prices are determined in a national spot market
and are widely disseminated, the prices in the primary feeding and slaughter areas of Texas, Kansas,
Nebraska, Iowa, and Colorado (i.e., the feeder belt states) drive the national market.*® Conversely,

% CR at I1I-2, PR at I1I-1.

% CR at VI-5, PR at VI-4.

57 CR at VI-7, PR at VI-6, and Table VI-4.

% CR atI-8, PR at I-6.

% CR at V-9, PR at V-5. Packers also prefer cattle of consistent size.

€ CR/PR at IV-1. ’

! CR at II-4, PR at [I-2. Quality grades for beef from fed cattle include prime, choice, and select. Beef from cull
cattle are graded on a different scale or not at all. CR/PR at V-3.

62 CR at II-4, PR at I1-2.

® CR atII-13, PR at II-8, and CR/PR at V-1.

¢ Commissioner Crawford concurs that live cattle from different sources generally are substitutable within each
stage of development. However, cattle at different stages of development are not substitutable for each other. As
discussed infra, in 1998 slaughter cattle accounted for 93 percent of the subject imports by weight. However, in
1998 slaughter cattle accounted for only about 35 percent of the domestic cattle. Calculated from CR/PR at Table
III-3. Thus, the vast majority of the subject imports enter the U.S. market at a stage of development that differs
from the large majority, 65 percent, of the domestic like product as a whole. Therefore, the vast majority of the
subject imports is not substitutable for the large majority of the domestic like product. Consequently,
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