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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 104-TAA-10

CERTAIN DATIRY PRODUCTS FROM TUE EUROPEAN COMMUNITY

Determination

On the basis of the record 1/ developed in investigatiom No. 104-TAA-10,

the Commission unanimously determines, pursuant to sec{%on f the Trade

Agreements Act of 1979, that an industry in the United

es
materially injured, is not threatened with mate inj , @ that the

establishment of an industry is not materially retard by reason of imports

from the European Community (EC) of certaix

subject to an outstanding countervail duty 1, bu

imposition and collection of such dp » ve been wa %
Q @ﬁ

Background S

Section 104(a) of the ]

International Trade is y\determination in those cases in

aived pur <gection 303(d) of the Tariff Act of 1930.

which h

which the Commission has ceived ﬁh§§§§> current net subsidy information
pertainin o an unteyvail ésgzg?border in effect on January 1, 1980,
b

e
NN
édgﬁg" is d ed\{n sec. 207.2(i) of the Commission's Rules of
cedu .R. 6190, Feb. 10, 1982).

iry prod cluded in the investigation are:

k and crea fluid, condensed, evaporated, or dried; butter and

AN1(c) (1) of the Trade Agreements Act of 1979) and certain nonquota cheeses
made) from goat's or sheep's milk (all the foregoing provided for in subparts
A, B, and C, part 4, schedule 1, of the Tariff Schedules of the United States
(TSUS)).

2. Whey and yoghurt and other fermented milk (provided for in TSUS items
118.00-.10, inclusive).

3. Animal oils, fats, and greases, all the foregoing derived from milk
(provided for in TSUS item 177.67).

4. Animal feeds containing milk or milk derivatives (provided for in
TSUS items 184.70 and 184.80). ”



On June 10, 1982, the Commission received a letter dated June 8, 1982
from the U.S. Departmént of Commerce (Commerce) transmitting the most current
information regarding subsidies bestowed by the EC on nonfat dry milk and

butter. On August 13, 1982, Commerce amended its letter of e 10, 1982, to

include the most current information on all the products in
countervailing duty order except quota cheese and the ce
cheeses, for which the Commission had previously ermined i

Nonquota Cheese from Belgium, Denmark, the Federal Re f Germany,

France, Ireland, Italy, Luxembourg, the Ne (;i;ands and\ige United Kingdom,

N
USITC Pub. No. 1079 (June 1980), that ereihmi\iiéater

thereof. Accordingly, on August 27, ,N\}the Commis-j;:i\x> ituted

<
investigation No. 104-TAA-10 to e e Whether a ndustry in the United
States is materially injured,|Qr is d Mterial injury, or the

establishment of an indusft is materially retarded by
reason of import m e
the countervailing duty e imposition and collection of

the Commission's investigation and of the

connection therewith was given by posting copies

in the O ce of the Secretary, U.S. International Trade

Cotmission, Washington, D.C., and by publishing the notice in the Federal

!
Register on September 9, 1982 (47 F.R. 39744). The public hearing was held in
Washington, D.C. on October 21, 1982, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRMAN ALFRED E. ECKES AND COMMISSIONER PAULA STERN

Pursuant to section 104(a) of the Trade Agreements t of 1979 (19 U.S.C.

1671 note), we determine that an industry in the United Sta is not

l
materially injured or threatened with material inju¥y

§§§Q§> ally

ts from the Furopean

establishment of an industry in the United St

> Q)
1/ Since there is an estab i try, the question of
material retardation of the %g;éggffy is not at issue and
will not be discussed fur Lm}@ :

2/ This is not the firs

CVD order. On Ja
Department of
investigati
determinati

bourg, the Netherlands, and the United Kingdom, USITC Pub. No. 1079 (June
1980). The Commission in its 1980 proceeding did not conduct an investigation
#ith regard to those dairy products which the Department of Commerce reported
were not subject to a net subsidy.

(Footnote continued)



Introduction

In July 1968, the Nafional Milk Producers Federation filed a petition
with the U.S. Department of the Treasury (Treasury) 3/ alleging that bounties
and grants in the form of export subsidies were being paid and bestowed by all

foreign countries on dairy products imported into the United States As a

result of the investigation instituted pursuant to this peé@fio s
published a "Notice of Countervailing Duties” on dairy pro §§§§§§> e EC in
May 1975. Pursuant to section 303(d) of the Tariff 19300\(19 U.S.C.

§ 1303(4)(A)). S <::i>
section gg%égtigation is based
y act e£§é§§§;aed an injury test for
CVD cases and provided fo : | Qg;;§§GVD orders issued in
investigations without a if%%i%g} njur t{gZEEgéor to enactment of the Trade
Agreements Act of 197 or t ‘ o aking'such orders consistent with
the new laww@ purpose ofQt!

| AN

The Commission's jurisdictio

on the Trade Agreements Act o

é}gstigation is to make a material

ed) N\
from F XYSITC Pub. No. 1248 (May 1982), the Commission
; t is "appropriate for the Commission to conduct a section 104
gation 6o long as the order remains outstanding and the subsidy can be
ede"” Although the Molasses review was conducted pursuant to section

104(b), e Department of Commerce cited it as the basis for again asking us
to review the remaining dairy products subject to the waived CVD order despite
its finding of no net subsidies for these products. See Report at A-68&. This
background serves to emphasize the unique nature of this case.

é/ Most of the Treasury Department's functions regarding CVD cases have been
transferred to the Commerce Department. 44 F.R. 69173. )

4/ S. Rep. No. 96-249, 96th Cong., lst Sess. 106 (1979).




5
injury determination with respect to certain dairy products from the FC
subject to the CVD order whicﬁ was imposed without ghe benefit of an injury
test. Section 104(a) covers this CVD order for which the imposition of duties
was waived by the Sécretary of the Treasury pursuant to section 303(d) of the
Tariff Act of 1930.

Section 104(a)(l) requires the Department of Congerc.
notify the Commission of the CVD orders in effect on r RO, for
which the imposition of duties has been waive ;§§§§§§;§; requires

Commerce to furnish the Commission with "the most current Information it has

with respect to the net subsidy benefiti erchandise subject to the

cts sub t))to the waived order by

countervailing duty order.” <§§§§§k

Commerce notified the Commiss of 2§ "most égiiiy information”
available regarding certain E
letters of June 8 and August)9 8 The etters stated that there ﬁere no
net subsidies curren : , the@i@ that "the countervailabhle

in effect, though the EC has

program of EC

suspended_spec July 12, 1974." €/ 7/

ent of Commerce in its investigation regarding
did not look into any of the EC's internal

1ied on the EC's authorized export restitution

nal of the European Communities. Notes of telephone
tions of Oct. 21 and 28, 1982, between Commission staff and Commerce
epartment official. Witnesses at the hearing held on Oct. 21, 1982, before
t Commission contested Commerce's conclusion that the EC does not subsidize
its exports of dairy products to the United States. Transcript 5-7, 11-13,
22. Pursuant to the bifurcated process for resolving these issues provided
for by Congress, Commerce is the appropriate forum for presenting objections
to the determination of the existence and level of the subsidy.

'Z/ Commissioner Stern notes that, in addition to the reasons for a negative. _
determination contained in these views, the absence of subsidy payments and
the lack of information indicating the likelihood of resumed payments supports
a negative determination in this investigation. '



The Domestic Industry

We begin our anslys;s with the definition of the relevant domestic
industry against which the impact of the subject imports must be assessed.
Section 771(4)(A) Qf the Tariff Act of 1930 §/ defines the term "industry"” as

"the domestic producers as a whole of a like product, or those pr cers whose

turn, defined in section 771(10) as "a product whi

th the article

subject to an investigation under this title.’
The present investigation covers: <§§§>§> <§§§§z§§
1. Milk and cream, fluid ensed), evap or dried; butter

and butter substitu 3 '. ota cheeses (as
defined in sectio ad greements Act of
1979) and certai rom goat's or sheep's
C subparts A, B, and C,
edules of the United

e<§z§§%%nted milk (provided for in TSUS
%e'
and\greases, all the foregoing derived from

rsus item 177.67).

absence of like, most similar in characteris and uses

aining milk or milk derivatives (provided for
«70 and 184080)- 2/

dairy products subject to this investigation are

y distinguishable in terms of characteristics and uses. However,

8/ Section 104(e) of the Trade Agreements Act of 1979 provides that:
"[w]henever any term which is defined in section 771 of the Tariff Act of 1930
is used in [section 104], it has the same meaning as when it is used in title
VII of that Act.”

9/ While the subject of this investigation is described in terms of the
TSUS the outstanding CVD order described the products covered in terms of the
Brussels Tariff Nomenclature.
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domestic producers do not segregate their economic data by product.
Therefore, the narrowest group of products for which profit and loss data is
available for this investigation includes all of the domestic dairy products.
Thus, the domeséié industry in this investigation includes all producers of
all dairy products.

|
Condition of the Domestic Industry

analysis is based on data for milk which is repr e of the total

industry. Although the number of domes ng milk declined from

g%e value 1k production

a
producé@%ﬁ}%ﬁpreased from nearly 123
4 Q§§§§§%¥%eunds. The value of production
t

o over $18 billion in 1981. 10/

period, both the production

about 402,000 in 1977 to 325,000 1981\a f U.S. plants
producing manufactured dairy progzgt eclined mo IYduring the same

|
e
[e]

)

that this situation will change in the foreseeable future. The impact
of these dairy imports must be viewed in conjunction with the U.S. Department
of Agriculture's price support program for the dairy products subject to this

investigation. This was recognized by Congress in its enactment of

10/ Report at A-26.
11/ Report at A-16.



8
section 771(7)(D), 19 U.S.C. § 1677(7)(D) which directs that the Commission
consider any increased bufden on government income or price support programs
in assessing material injury for agricultural commodities.

These imports have been equivalent to less than 0.5 percent of U.S.

consumption in recent years. lg/ In particular, U. S. imports of most

widely traded dairy products, NFDM and butter, which enter&d at( the imun

allowable levels under the quota in 1981, equaled oﬁly 2 per <:>¥omestic
<§§;§§>A hough the

nopfat dried milk,

the period of this

and impert ices has

8 g ng(sffec%@izfg estic prices. 13/
\ig2e a or for

ce
&
plisgiizg bjective, the USDA

d texr, nonfat dry milk, and
ed fo <Ez§§;§1 years. When market demand
and supply are 4n ba

n 1977$§§§§§> rket price may exceed the support
level. How r, when milk sup x€eed demand, as they have since 1979,
the mayke ] 11 to th \ tvprice level and the support price may even
P price .

e supported price of whole milk keeps the production costs of

Cheddar cheese, 15/(that cam be sto
ce as

all da Q‘ products up in times of oversupply, all'!dairy products are to some

12/ Report at A-40.

13/ Report at A-46.

14/ 7 U.S.C. 1421 note. ,

15/ Two of the products purchased by USDA, butter and NFDM, are included in

thIE'investigation.



9
degree influenced by the price support program for milk when supply exceeds
demand, even though they may not be directly purchased by USDA. Hence, the
prices for non-USDA purchased items, such as condensed and evaporated milk and
cream and dried whole milk, behave similarly to the prices of the three USDA
purchased products. During the 1977 to 1981 period, domestic ices for the
three USDA-purchased dairy products, Cheddar cheese, NE?M, u r,
increased by a range of 38 to 52 percent. The price of <Sg§§§§§§§§? increased
§§§§§§: rice of whey
powder EZ/ used for animal feed fell from lé6-cents pe ound to 14 cents per
pound between 1978 and 1981. lgi
The traditional indicators of inj do ne emons terial injury
or threat thereof to the domestic i y <¥>reaso ggiib subject imports.
However, the impact of dairy imgzg%sigézm he E o§§Z£§>U.S. dairy industry
may not be fully measurable é;:§§§§§§> tio d Eg of material injury to
A ~é:;>- 0 e U fgg%%;%gies government price support

subject investigation. Thus, the impact

approximately 10 percent during the 1977-1981 p.

nction with the USDA's price support

(®Y of the Tariff Act directs the Commission

6/ The lower price increase of yoghurt is partly explained by the price
premium that this product attained during the years of rapid consumption
growth in the 1970's. Recently, with increasing competition in the yoghurt
market, prices have not grown as rapidly as previously.

17/ The price decline of whey-—a by-product of cheese-— is partly explained
by the rapid rise in production of cheese in the 1970's and the consequent
excess supply of whey on the market.

18/ Report at A-47.

19/ 19 u.s.c. § 1677(7)(D).
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The U.S. vaernmgnt's net support purchases of dairy products increased
during the period underminvestigation. Although net support purchases
decreased from nearly $710 million for the year ending September 30, 1977, to
over $244 million for the year ending in September 30, 1979, the amount
increased to nearly $2 billion in the year ending September 30, 1981,
However, even assuming all imports subject to this investfgé iéi?%iizéQ d
domestic products, the total cost to the price suppo rogram mated at

$38 million 20/ approximately 0.2 percent of net U.S.

ernm expenditures
on the dairy support program. However, inasm(g s on the products
under investigation have been in effect r years of the

subject imports has remained stable, we do t have any foresee a

change in this situation. 21/ 22/ %

The increased government e §22§§§S§>; the<§§i§§<§upport program for
dairy products may be expla y sed g;%gg milk production and
higher support price zgzgézgfyeptio ec¢ialty cheeses, imports of
dairy products subject to t inves gég%;gfﬁi;e been at minimal levels.

@ IJIEON
<

For thegse’reaso e dete ed that the domestic industry is not

materially u by reason

ts of the merchandise subject to the
on dairy products from the EC.

t refunds of over $2.3 billion in 1981 to sell
su dairy products abroad to countries other than the United States.

Comparigons of the EC dairy export data with the data on U.S. imports of FC

20/ Report at A-52.

21/ Chairman Eckes directs the reader to compare Sugar from the EC, Inv.
No. 104-TAA-7, at 11, USITC Pub. No. 1247 (May 1982).

22/ Report at A-16. '

10



11
dairy products confirms the existence of other export markets for FC dairy
products. Although the EC's restitution payments may result in increased

exports to third country markets, this is not an issue in this investigation.

23/. The availability of other markets for EC dairy products coupled with the

quantitative restrictions on access to the U.S. market indic s that there is
no real threat of imminent injury to the domestic indust

subject imports.

=y
g}/ This may be a violation of the Agr on Interpretation and
Application of Articles VI, XVI, and XXII General Agreement on Tariffs
and Trade (relating to subsidies and counte ng m ) to which both
the EC and the United States are part . Theprop rge for such a
violation is the filing of a pet suant to 02 of the Trade Act

of 1974, as amended by the Tr ent®> Act @ 19 U.S.C. 2412.
% @é Q

11
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Views of Commissioner Veronica A. Haggart
Pursuant to section 104(a) of the Trade Agreements Act of 1979 (19 U.S.C.

1671 note), we determine that an industry in the United States is not

materially injured or threatened with material injury, or th

establishment of an industry in the United States is Qgt materia

retarded, 1/ by reason of imports of certain dairy . pro
du (cVDY

Community (EC) which are subject to a counterv

thie European
order 2/ for

which the imposition and collection of dut has been\waived.

(N a

1/ Since there is an established domestic &aifiiindu \ﬁgg question of
material retardation of the establishme of an indu s\yot at issue and
will not be discussed further.

2/ This is not the first tim
material injury determination w

oﬁhissi a en asked to make a
subject to this waived
»eéyed a notice from the

ct to the instant
investigation were being ommisg@ion for an injury
determination, and on S q maiission received from the
Department of Co ety bsidy information with regard to
these dairy pr : 1980 letter, Commerce informed the
Commission of
also indicated

rently being paid on exports of the
tes that were included in the order.
?) ation only with regard to imports of the
es had been found and ultimately determined

ed Kingdom, USITC Pub. No. 1079 (June 1980). The
oceeding did not conduct an investigation with regard

bject to a net subsidy.

In Molasses from France, USITC Pub. No. 1248 (May 1982), the Commission
determined that it is "appropriate for the Commission to conduct a section
104 investigation so long as the order remains outstanding and the subsidy
can be resumed.” Although the Molasses review was conducted pursuant to
section 104(b), the Department of Commerce cited it as the basis for again
asking us to review the remaining dairy products subject to the waived CVD
order despite its finding of no net subsidies for these products. See Report
at A-68. This background serves to emphasize the unique nature of this case.

13
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Introduction

In July 1968, the Nétional Milk Producers Federation filed a petition
with the U.S. Department of the Treasury (Treasury) 3/ alleging that bounties

and grants in the form of export subsidies were being paid and bed@towed by all

May 1975. Pursuant to section 303(d) of the Tariff Act 193 19 U.S.C.

1303(d)), as amended by the Trade Act of 1974, Treasury simultaneously issued

a Waiver of Countervailing Duties. This waiver, g::j>~ou1d ise have
expired, was extended on April 3, 1979. 13§§§§>
The Commission's jurisdiction {1 g igk 104 ggig%iﬁgation is based
on the Trade Agreements Act of 1979. iégiiséﬁ an injury test for
CVD cases and provided for a <§?§i§§;31gn orders issued in
% or to enactment of the Trade

Agreements Act of 1979 for urposg;z* aking such orders consistent with
i

investigations witho er injury t

the new law. The p

injury determ

was ed by the Secretary of the Treasury pursuant to section 303(d) of the

Tariff of 1930. !

3/ Most of the Treasury Department's functions regarding CVD cases have been
transferred to the Commerce Department. 44 F.R. 69173.

4/ Public Law 96-6 (19 U.S.C. § 1303(4)(A)).

5/ S. Rep. No. 96-249, 96th Cong., lst Sess. 106 (1979).

14
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Section 104(a)(1l) requires the Department of Commerce (Commerce) to

notify the Commission of the CVD orders in effect on January 1, 1980, for
which the imposition of duties has been waived. g/ It further requires
Commerce to furnish the Commission with "the most current information it has

with respect to the net subsidy benefiting the merchandise ject to the

countervailing duty order.” |

<&
Commerce notified the Commission of the "mosk c
availsble regarding certain EC dairy products ct th aived order by

letters of June 8 and August 9, 1982.

hese letters ated that there were no

( that "the countervailable
ins i ect, ghnthe EC has
suspended specific payments . . ,‘-l\J;y 12,@,

& %Q

The Domestic Industry
he' def <§;§§>of the relevant domestic
\%b

o NN
6/ 19.USC ‘16\715;2 N\ N
ote tha epartment Commerce in its investigation regarding

of su sidi-s‘§1§\n©t look into any of the EC's internal

€\’§£;§ the EC's authorized export restitution
¥Ral\ oF the European Communities. Notes of telephone

vd 28, 1982, between Commission staff and Commerce
esses at the hearing held on Oct. 21, 1982, before
oty gsion contest Commerce's conclusion that the EC does not subsidize
s expofts of dairy products to the United States. Transcript (TR) 5-7,
1-13, 22. Pursuant to the bifurcated process for resolving these issues
provided for by Congress, Commerce is the appropriate forum for presenting
objections to the determination of the existence and level of the subsidy.

net subsidies currently bestowed by the

program of EC restitution payments r

ject imports must be assessed.

15
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Section 771(4)(A) of the Tariff Act of 1930 8 / defines the term "industry" as
the domestic producers as a-whole of a like product, or those producers whose

collective output of the like product constitutes a major proportion of the

total domestic production of that product.” The term "like product”
turn, defined in section 771(10) as "a product which is like, 8§ i
absence of like, most similar in characteristics and uses with
subject to an investigation under this title."”

The present investigation covers:

1. Milk and cream, fluid, condensed, eva
and butter substitutes; and cheese eXxcd quota ch
defined in section 701(c)(1l) of the Trade Agreem
1979) and certain nonquota cheeses made om goa3

milk (all the foregoing prov in subpa ‘% , and C,
part 4, schedule 1, of the ScKédulesQii:9<- United

States (TSUS)).

2. Whey and yoghurt and gqthe me ted<§i;é> <%vided for in TSUS

3. Animal oils f
milk (pr

h foregoing derived from

ng m§§§§§§§§ﬁlk derivatives (provided for
. 9/

The differ <>subject to this investigation are

4., Animal feeds con

clearly distinguis aracteristics and uses. However,

domes e their economic data by product.
Theref he narrowest group of products for which profit and loss data is
available this investigation includes all of the domestic dairy products.

!

8/ Section 104(e) of the Trade Agreemcnts Act of 1979 provides that:
"[;jhénever any tevm which is defined in scction 771 of the Tariff Act of 1930
is used in [section 104j, it has the sare wcaning as when it is used iIn title
VII of that Act.” ’

_2/ While the subject of this investigation is described in terms of the
TSUS, the outstanding CVD order described the products covered in terms of the
Brussels Tariff Nomenclature.
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Thus, the domestic industry in this investigation includes all producers of

all dairy products.

Condition of the Domestic Industry

Because all the subject dairy products are derived from milk, our
analysis is based on data for milk which is representative the total

|
industry. Although the number of domestic farms seXKling(ti d ined from

u x plants
ratelx during the same

he value of 1k production

about 402,000 in 1977 to 325,000 in 1981 and th

producing manufactured dairy products declined m

period,lboth the production of milk and

increased. From 1977 to 1982, milk prod creased-from nearly 123

billion pounds to approximately 134 billion pounds. e e of production

increased from nearly $12 bi 7<§o ove
25 @y

11ion in 1981. 10/

Material Injury or Threat ég£§2b¥
..g££;§§>in‘ t demonstrate material injury

stic by reason of the subject imports.

om the EC on the U.S. dairy industry

y g> traditional indices of material injury to
e’of the United States government price support
subject to this investigation. Thus, the impact of
viewed in conjunction with the USDA's price support
program. In fact, section 771(7)(D) of the Tariff Act directs the Commission
to consider "any incrgased burden on government income or price support

programs” in assessing material injury for agricultural commodities.1l/

10/ Report at A-26.
11/ 19 U.S.C. 8 1677(7)(D).

17
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The U.S. price support program 12/ provides a price floor for

manufacturing grade milk. In order to accomplish this objective, the USDA
phrchases three manufactured dairy products—-butter, nonfat dry milk, and

Cheddar cheese-fEi/ that can be stored for several years. When maxket demand

and supply are in balance as in 1977, the market price may exceed—the

&

level. However, when milk supplies exceed demand, as they s q§i>
the market will fall to the support price level and sup t ce

exceed the market price.

may even

Because the supported price of whole milk \keeps-the production costs of
all dairy products up in times of oversup , all prod s\are to some
degree influenced by the price support p or milk w exceeds
demand, even though they may not be e P gﬁased g;iggi‘. Hence, the

» JSHC con

prices for non-USDA purchased ite fd evaporated milk and

cream and dried whole milk, be rly prices of the three USDA
d

, domestic prices for the

three USDA-purchased heese, NFDM, and

butter—-—-incr percent. The price of yoghurt léf

12/ «S.Cs 1421 note.

13/ Twd of the products purchased by USDA, butter and NFDM, are included in
this investigation.

;gy The lower price increase of yoghurt is partly explained by the price
premium that this product attained during the years of rapid consumption
growth in the 1970's. Recently, with increasing competition in the yoghurt
market, prices have not grown as rapidly as previously.

15/ The price decline of whey--a by-product of cheese—-is partly explained
by the rapid rise in production of cheese in the 1970's and the consequent
excess supply of whey on the market.

16/ Report at A-47.
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With regard to the issue of increased government expenditures, the U.S.
Government's net support pufchases of dairy produéts increased during the
period under investigation. Although net support purchases decreased from
nearly $710 million for the year ending September 30, 1977, to over $244

million for the year ending in September 30, 1979, the afiount increased to

nearly $2 billion in the year ending September 30, 1981
' &

assuming all imports subject to this investigation d

ever, even

products, the total cost to the price support prog i mated at $38

million, 11/ approximately 0.2 percent of net U. government expenditures on

the dairy support program. In any case he _increaséd government expenditures

on the price support program for<dairy p s may lained by increased

domestic milk production and hi port pric
Pursuant to section 22 Ag cgultura% stment Act (21 U.S.C.

dairy pro Jgg%isé&e been limited by qubtas for

g aségiiib ears. 18/ There is no reason to
: the foreseeable future. These

1
<g§§§§§§}>than 0.5 percent of U.S. consumption in
<

ll/ Report at A-52.
;gj Report at A-16.
19/ Report at A-40.
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For these reasons we have determined that the domestic industry is not
materially injured by reaQOn of imports of the merchandise subject to the
waived éountervailing duty order on dairy products from the EC.

The Community used export refunds of over $2.3 billion in 19 to sell
surplus dairy products abroad to countries other than the United Sta .
Comparisons of the EC dairy export data with the data on U.é? gg;g%iifﬁ
dairy products confirms the existence of other export market %§§§§§> ry

products. Although the EC's restitution payments may res reased
issue In thi

exports to third country markets, this is not-an

investigation. 20/. The availability of other marke for EC d products
coupled with the quantitative restrictions on ‘access to th?giiih rket
] to

indicates that there is no real threa ;ng>injurg domestic

S

industry by reason of the subject

AN\

20/ This may be a vio £ thé Agreement \on \Interpretation and
Application of Article nd III Géneral Agreement on Tariffs
and Trade (relating countexry g measures) to which both
the EC and the United 3 arti roper recourse for such a
violation is the. filing etition<pu to section 301 of the Trade Act
of 1974, as amended by ‘ 2§§§§§>Act of 1979, 19 U.S.C. 2412.

20
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

In July 1968, The National Milk Producers Federation filed a petition
with the U.S. Department of the Treasury alleging that bounties and grants in
the form of export subsidies were being paid and bestowed by all foreign
countries on dairy products imported into the United State

In May 1975, the U.S. Treasury Department publ%&hed
Countervailing Duties” on dairy products from the Eufope
(T.D. 75-113). The notice contained a listing o
European Community Common External Tariff (CXT
same time, the Treasury Department issued a ”

for these dairy products (T.D. 75-114), citing th
of the Tariff Act of 1930, as amended by

The Trade Agreements Act of 19
Department's functions regarding coun

investigation by the U.S. In &
time frames for the completio sgs, including those for

Q?osed without the injury

Act of 1979 requires the

of countervailing duty orders in
waived under section 303(d) of the
erchandise other than quota cheese
greements Act of 1979) and to furnish
ormation” with respect to the net subsidy

1980 (see app. B), Commerce notified the

Products (other than quota cheese).” By letter of
, Commerce gave the Commission the most current

to the net subsidies—--subsidies were reported for

; ". . . there are no payments currently being made
on exports of all other dairy products to the United States.” The Commission
subsequently determined, regarding the certain nonquota cheese, that there was
QO material injury or threat thereof in investigations Nos. 701-TA-52-60
(Final), Certain Nonquota Cheese From Belgium, Denmark, the Federal Republic
of Germany, France, Ireland, Italy, Luxembourg, the Netherlands, and the
United Kingdom, USITC Publicaton 1079, June 1980. The Commission made no
determinations regarding other dairy products.

By letter of June 8, 1982 (app. B), Commerce notified the Commission of ~
the "most current information” available regarding EC subsidies on nonfat dry
milk and butter (i.e., no net subsidies on those products). The letter noted
Commerce's January 4, 1980, letter which referred to the Commission the CVD
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case on dairy products, other than quota cheese, from the EC. The letter
stated that there were no subsidies currently in effect. “However, the
countervailable program of EC restitution payments remains in effect, though
“the EC has suspended specific payments . . . since July 12, 1974. As in the
case of molasses from France, the benefit to these dairy products can resume
at any time."

letter of June 8, 1982. The letter again mentions the Jagyar
letter requesting the Commission's injury determination reg
products other than quota cheese;” it states that it i
all dairy products covered by the CVD order. It 1i

(1) Milk, and cream, fresh, not concentrated or sweeten

(2) Milk and cream, preserved, concentriated or sweetémed in dry or
liquid form with sugar or without s

(3) Butter including butter oil, anhydrous fat,Qgiggiﬁge,
(4) Cheese and curd (not covered he“'June 192@i§§§§§~ ion
‘ t

éﬁ’thre of), and

(5) Sweetened forage; othe € ons ofin@ used in animal
feeding, which might ] J
@?g%%g;ién the CVD order

These designations
designations. 1In
of the United Stat

iptions into Tariff Schedules
meaning of terms in the CXT was
"milk"” in the CXT includes whey,
in the TSUS. 1In addition, it is
ndy products of consideration are those
vde milk products, rather than the language
ts which do not contain milk products.

tion"” with respect to the net subsidy paid by the EC on dairy products
than nonquota cheese was that there was no subsidy, that the Commission
need not make an injury determination regarding those products. The June 8,
1982, letter points out that the countervailable program of EC restitution
payments remains in effect and the payments may be resumed at any time and
that the Commission examined a similar situation in regards to molasses from
France (investigation No. 104-TAA-8, Molasses from France, May 1982).

Accordingly, on August 27, 1982, the United States International Trade
Commission instituted Investigation No. 104-TAA-10, Certain Dairy Products
from the EC. Notice of the investigation and hearing, a copy of which is
shown in appendix B, was published in the Federal Register of September 9,
1982 (47 F.R. 39744). ' S
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The public hearing was held in the Hearing Room of the U.S. International
Trade Commission Building in Washington, D.C., on October 21, 1982. All
interested parties were given an opportunity to be present, to present
evidence, and to be heard. A listing of witnesses who testified at the
hearing is shown in appendix B.

The Commission briefing and vote in this proceedin as held on
December 1, 1982.

| <&

Nature and Extent of Subsiddes
The Commerce Department letters of June 19 Qsigagg-;ust 9, 1982,
state that there are no net subsidies on exXpérts of subject dairy products
from the EC to the United States, but that the countervailable program of EC
restitution payments remains in effec that the \benefit to the dairy
products can resume at any time.

At the hearing on the inves
subsidies bestowed by the EC on expoxts of y pr

timony focused on the
Witnesses

testified that the EC authorizeg ution payments \anvexports of dairy
products to destinations o @nited and that a comparison of
the unit values of dairy pr mpoytéd intoal\the United States from the EC
and EC intervention prices—i at of subsidy is applicable
to the dairy products imp ©Officials of the Commerce
Department indicated o ion on authorized export

restitution payments ered in Commerce's determination

that there was no

% Products
Desgfﬁ%%ion an

<
\éilu{QZmilk, cream hey 2/.--Milk is the normal secretion of the

.~ Although notable quantities of sheep's and goat's
areas of the world, cows supply the great bulk of
milk and nearly all of the milk produced in the United
is a bulky, perishable product that is generally used near
the ayrea of production, although homogenization, pasteurization,
sterilization, refrigeration, and improved transportation facilities have
xpanded the geographic areas in which it readily can be distributed. More

ecently, a method of sterilization called ultra-heat treatment has resulted
in the processing of milk for fluid consumption. Ultra-heat treated milk is
usually flavored and marketed in half-pint cardboard containers and has a
storage life of 6 months without refrigeration.

1/ Transcript of hearing, pp. 5, 11-12, and 22-29. .

2/ The term "milk and cream” is defined in the headnote to subpart A, part
4, schedule 1, of the Tariff Schedules of the United States (TSUS) as
including whole milk, skimmed milk, buttermilk, and ‘cream (except cream
containing over 45 percent of butterfat). The pertinent parts of the TSUS are
shown in app. C. A-3



A-4

The most profitable use for whole milk in the United States is the fluid
market, which includes whole, low-fat, flavored, and skim milk and cream.
During 1977-81, the share of the U.S. supply of milk used for the fluid market
declined from 43 percent to 39 percent (table 1). The surplus of the milk
produced that is eligible for the fluid market, but not consumed in that
market, is channeled into manufactured dairy products. Thus, co

the share of the supply used in manufactured dairy products

figure shows various dairy products that are manufactured fro
milk. Of the supply of whole milk used for manufactured. dai
such as ice cream and condensed or evaporated milk ar
and the coproducts butter and nonfat dry milk (NFDM)

supply of milk in recent years. Accordingly,
cheese than for butter and nonfat dry milk; the on of cheese increased
each year during 1977-81, as shown in tab 2.

d in the
section of the report on butter. Th r separating
cream from whole milk is to obtain a r may be churned

more economically, although cream ratedo@nsumption as such
S 3

and for use in making other dairy ch ce eam. In recent
years, frozen cream (containirp pe butterfat) from New
Zealand has been the only p in i tion of the report that

has been imported.
is quite comparable

mosﬁi%ii}ﬁused for making ice cream and
uck.

i at remains after the butterfat
Mos Tdid skim milk produced in the United
b@tter. Generally, it is dried into
YDeen a trend toward utilizing larger

king purposes, for which use it sells at
ing cottage cheese.

~>I"a termilk: (a) that resulting from the churning
butter, and (b) that produced by the addition of

bacteria to whole, partially skimmed, or skimmed milk. The former

is often dried for human consumption. The latter product, often

called cultured buttermilk, is invariably sold in the fluid form at the retail

level for human consumption.

The liquid portion that remains after cheese is made from milk is called
whey. About half of the annual output of 40 billion pounds of fluid whey that
results from the U.S. production of cheese is dried, or converted into whey
solids and utilized mostly in foods and feed. Although some of the remaining
whey is used for pig feeding and fertilizer, most is dumped into municipal
sewer systems. Substantial progress continues to be made in processing more
of the liquid whey into dry whey, various whey protein products, and/or whey
protein concentrates; such articles are gaining wider acceptance as
ingredients in foods and feeds. ‘
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Table 1.--Milk:

U.S. utilization of market supply, 1977-81

Manufactured dairy products

: Total

Year : Fluid : Condensed: F : : market
use Butter Cheese :and evapo—: rozen . er 1/: Total : supply
. products -
: :rated milk: BN : :
uantity (billi d ilk &é%g‘\)\>
Q v ( on pounds, mi qu%\ (ﬁ\\

: : : : 3 :\i:i) : :
1977---: 514 : 21.9 30.0 : 2 : 2.8 : 68.7 : 120.0
1978——": 5102 . 1907 31.0 N -3 . 300 67-7 . 11900
1979---: 51.4 : 19.4 32.6 : 2.3 : 3.8 69.8 : 121.2
1980—-: 50.9 : 22.8 : 35.0 : <K?> 2.1 : : 3.6 754 : 126.3
1981——-: 50.6 : 24.7 375 : 2L : 3.6 79.7 : 130.3

: PerceﬁE\?f ;gé%k}gﬁket }4@&%\

1977—-: 42.8 : 18.2 : 4<§§§ 2.0 : \<§§>: 2.3 ¢ 57.2 : 100.0
1978---: 43.1 : 16.6 : S 1.9 8 : 2.5 : 56.9 : 100.0
1979---: 42.4 ¢ 16.0 : : 1.9 @ 6 3.2 ¢+ 57.6 : 100.0
1980_-—: 4003 H 18-1 5 < :Q 9 4 208 M 5907 : 10000
1981"'-—: 3808 : 18.9 M . @ 901 H 208 H 6102 H 10000

: : : : A : : :

1/ Includes dry whole mi other mandfacturéd dairy products. Also includes
minor miscellaneous us ny {inaccuraci iw data for independently determined use
items.

Source: Compil from ial<g§§§§§§}Es of the U.S. Department of Agriculture.

Note.—-—Betause of r ng, <i r%> may not add to the totals shown.

Tab “Princip actured dairy products: U.S. production,

by types, 1977-81

<\qk2 i{ij>/ : N Nonfat : Other Condensed or ' lce

»" Butter : Cheese dry dried evaporated ' eream

: : milk milk milk :

: : Million
Million pounds : gallons

1977 -——-—-: 1,086 : 4,375 1,107 : 929 : 2,070 : 810
1978~==———: 994 4,543 920 : 1,039 : 1,969 : 815
1979—————-: 985 : 4,715 : . 909 : 1,040 : 1,926 : 811
1980—~~——-: 1,145 : 4,984 1,161 : 1,019 : 1,818 : 830
1981-————-: 1,228 : 5,171 : 1,314 : 1,094 : 1,904 : 832

Source: Compiled from official statistics of the U.S. Department of
Agriculture. '
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Condensed or evaporated milk and cream.--Condensed milk consists of milk
from which a portion of the water has been removed by evaporation under a
partial vacuum. It usually has a caramelized flavor since the milk sugar is
slightly cooked in the condensing process. If packaged without sugar being
added, it is known as plain condensed milk; it is perishable in this form and
is usually sold in bulk. When sugar is added, the product is called sweetened
condensed milk and usually is canned; the sugar content is fficient to
prevent spoilage. Evaporated milk is similar to plain conde d milk in that
water has been removed by evaporation under a parti§$ vagdpu no sugar has
been added. Evaporated milk; however, is both homogéni _,.
generally is in hermetically-sealed, retail-size, me 4!;<'
characteristic caramelized flavor is less pron ated milk than
in condensed milk.

In the United States, whole milk, skimmed milk uttermilk, and whey are
condensed and/or evaporated. Most of the¢ &vaporated 1k is packaged in
retail-size containers. Condensed milk is sold in bulk. Condensed and

evaporated skimmed milk, buttermil and wi 3 not imported; exports, if
any, are small. Condensed or evapo ed cream is no nown article of
commerce.
In the United States, t h€>cond se evaporated milk,
ttermil d whey, is used by ice

including that made from skim i
(E§§§§Q>also used in the

tt of these products, is the powdered
fat and water from whole milk. It
high-protein and low-butterfat content.
ood processing. It is easy to handle and,
tent, can be stored for about 4 years.

ic products are generally identical and

ercent of the NFDM utilized in the United States is
inufacturaddatry products such as ice cream and cheese (including

: eese), 30 pércent is packaged for home use, 12 percent is used by
akeries, 10 percent is used in prepared food mixes, and the remainder is
consumed in the manufacture of articles such as confectionary products, soft
inks, soups, and animal feeds.

Dried whole milk is used principally in making chocolate coatings for
candy; the bulk of the dried buttermilk, dried cream, and dried whey is used
.in bakery products (including dietary breads in the case of dried buttermilk),
and in other products such as ice cream, prepared dry mixes, and baby foods.
These dried milk products are rarely reconstituted for beverage purposes.

Both the imported and the domestic products are used for the same purposes.
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Butter and butter substitutes containing butterfat.--Butter is the
solidified fat of milk churned from cream. By U.S. statutory definition (21
U.S.C. 321a), butter must contain not less than 80 percent by weight of
butterfat. It is made exclusively from milk, cream, or both; salt and
coloring matter generally are added. The principal butter substitute,
oleomargarine (commonly called margarine), is made from vegetable oils and
fats and is not included here.

In the United States, butter is consumed mainly for

from Denmark, which has a higher fat content, is ¢
table use.

are specialty-type cheeses that generally sell
the prices of the bulk of the cheese pro

States. The great bulk of the cheese pro

United States is not included in this inves
included here are all the cheeses provi
1, of the TSUS, except quota chees
Trade Agreements Act of 1979, 1/ an

in subp
ined’in s
the certairn quota cheeses made

from goat's or sheep's milk on ngg . Intéiéi;igyal Trade Commission
determined that there was no materi i y or at)) thereof in
investigation Nos. 701-TA-5 F§ ) gi;gge cheeses covered herein
are Stilton; Bryndza; Gje a 1 ori a’ ves); Roquefort;
Gammelost; Nokkelost; hé%EQXA 11k) chee eéi%§;j han Fiore Sardo, Pecorino,

1/ The term "quo
Agreements Act _of 1
items: 117.
Stilton pr
(except
Nokkelg
cheeses ] &3 exrgept goat's milk cheeses and soft-ripened

on NGO, mentioned above, is currently items 117.42
nentioned above, is currently items 117.86 and

cheese*Q&g defi invgeét. 701(c)(1) of the Trade

: provided for in the following TSUS
the United Kingdom); 117.05 (except
7 117.15; 117.20; 117.25; 117.40

Ardo and Pecorino cheeses, made from sheep's milk, not grated or

, of a fat content, by weight, not exceeding 40 percent, and a water
conten by weight, of the nonfatty matter notjexceeding 47 percent, provided
for in TSUS items 117.65, 117.67, or 117.70; and Feta cheese, made from goat's
or sheep's milk, not grated or powdered, of a fat content, by weight, not
exceeding 40 percent, a water content, by weight, of the nonfatty matter
exceeding 62 percent but not exceeding 72 percent, and with a fat content, by
weight, of the dry matter of 39 percent or more, all the foregoing in
containers holding brine, provided for in TSUS items 117.70, 117.75, or 117.88.
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and Feta; goat's milk cheeses other than Feta; and soft-ripened cow's milk
cheeses. }/

Cheese is the curd generally formed by the coagulation of milk. Although
the methods of manufacturing the various varieties of cheese differ somewhat,
coagulation of the milk, stirring and heating the resulting curd and whey,
draining off the whey, and collecting, salting, and pressing the curd are
common to the production of most types of cheese. Some ese is also ripened
(i.e., cured or aged). Curing or aging is mainly a functi of length of
storage combined with controlled temperature and Qgpidf \ h permits
certain desired activity by bacteria or molds.

ational trade.
erent differences

There are some 400 varieties of cheese
These varieties are often distinguished on
such as the types of milk, bacteria, or molds erfat content;
coloring; ingredients added, such as spices, see eat; and the degree to
which they are aged or cured. Cheeseg¢ are sometimesg>described in terms of
their relative hardness or softness (£
content). Distinctions are also made orn\f sis of
manufacture, the size of the loa nd pa ging.

The U.S. Food and Drug Ad ration has % ed standards of
identity for certain varie y es>of chigese ncluding soft-ripened
n ds
t

cheese (21 CFR 133). These rovide fficial specifications for
imported and domestic cheg urp<§nforcement of the Federal
Food, Drug, and Cosmetic\Act rally;othey))prescribe a minimum fat

areé 2 ti§§§§§§:$F od of manufacturing and

Cheese/ i se : b e meat as a source of protein in the

diet, as an lhors d'o Qgiiiij an ingredient in a wide variety of

foods and f proi?}
cows milk cheese” is defined in headnote 3(a)

he term "seft<ripey
(iv f part 3 of the<s ;sx to the TSUS (see app. C) as cheese which--

crust formed on the exterior surface as a result of
ing by biological curing agents such as molds,
other microorganisms,

(2) wvisibly cures or ripens from the surface toward the center,

(3) has a fat content, by weight (on a moisture-free basis) of not less
than 50 percent, and

(4) has a moisture content (calculated by weight of the non-fatty

matter) of not less than 65 percent, but does not include cheese
with mold distributed throughout its interior.
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Yoghurt and other fermented milk.--Yoghurt, generally spelled yogurt, and
other fermented milk products have a smooth body and firm texture similar to
_custard. Yoghurt is by far the principal fermented milk item produced and
consumed in the United States. The principal characteristic of yoghurt is the
acidity produced by the bacteria used in its manufacture. Yoghurt is high in
moisture content. Because it usually is made from partly skimmed milk rather
than whole milk, it ordinarily is low in butterfat. Generally,
sold through supermarkets in 8-ounce cups and frequently has adde
of a variety of flavorings. 1In addition to being consquQ

as /pa
it is used by many persons either to aid in weight control or\“tg
intestinal disturbances, or both. <S§§§§b
Animal oils, fats, and greases derived from diiTky--Thelartigles covered
ugin

here are concentrated butterfat products made by centr\ elted butter or
milk or cream. The products generally contajim~jin excess 99 percent
butterfat, and generally are called butter oill when made from butter, and
anhydrous milkfat when made directly from mi In U.S.
trade there apparently is no significa ;
and cream-derived products in compositio
as used in this report, refers to the hi
however derived.

Butter oil is used as a sou eyfat 4 5§2t§}oduction of ice
cream, baked goods, and candy. 3 g0Administration
Standards of Identity require mind gzgigks in ice cream, ice
milk, and other frozen dess
cream are the preferred
production of ice
used. Butter oil/ fs the
production.

ofate. Although milk and
ply milk fat in the

dient in milk chocolate

Animal’ feeds co i g miXk or\milk derivatives.--The animal feeds with
inveskigation is :S;Fség are mixed feeds containing milk or milk
\\ e

. Most mixed animal feeds contain
r~milled grain ingredients. 1In the TSUS, mixed
3 which contain not less than 6 percent of
r in item 184.70. Other mixed feeds are
\I184.80. Milk is generally more expensive than other
ents. Therefdre, milk is not a usual ingredient in most mixed
feeds. It is used in small proportions in starter rations for young
s and in pet foods. The principal animal feeds which contain milk or
milk derivatives are milk replacers and bases used to make milk replacers.
Milk replacers are powders which are mixed with water and used in place of
milk in feeding young calves and orphaned pigs, sheep, and horses. Most milk
replacers are fed to dairy calves which are raised as replacements for the
dairy herd or for slaughter as dairy beef or veal. Calf milk replacers are
made in many formulations. The proportions of various ingredients used in
milk replacers in the United States have changed greatly over the years. Calf
milk replacers originally consisted principally of dry skim milk and animal
fat. The use of alternative sources of protein, such as dried whey and whey
fractions, dried buttermilk, casein, and soy flour in milk replacers has
increased as the price of nonfat dry milk has increased.
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Most milk replacers, particularly those for feeding dairy herd
replacement calves, usually contain about 90 percent of nonfat milk solids and
about 10 percent of fat (lard, tallow, and so forth) with small quantities of
vitamins, minerals, antioxidants, and emulsifiers. The proportion of fat (10
percent) to total solids in the usual milk replacers is less than that in
whole milk (about 30 percent), but is adequate for the growth of dairy herd
replacement calves.

There are several products other than milk replacer
bases which contain milk orlmilk derivatives and .are
items 184.70 and 184.80. Dog food "candy” composéd o
cocoa powder, and 20-percent nonfat milk solids h
United States (from the United Kingdom), as
contain nonfat dry milk (from Japan). Th
insignificant articles in the domestic and in
States, and, inasmuch as data on the re not a
further discussed in this report.

nd milk-replacer
iable under TSUS
alm kernel oil,
pnorted into the

sh foods which
rodu a believed to be

al trade of the United
lable, they will not be

<

The rates of duty in £ ty column e most-favored-nation rates,
and are applicable to d a% countries except those
Communist countries and neral headnote 3(f) of the
TSUS. However, su oducts of developing countries
which are grante ment under the Generalized System

U.S. customs treatment
U.S. tariff treatment.--Imported dairy pro--Qgiggngdutiable at various
rates in the TSUS depending o & duct and % ntry of origin.

of Preferen 2 SO eveloped developing countries (LDDC)
rate of d

The uty column 2 apply to imported products
fro hose d areas enumerated in general headnote 3(f)

o he TSUS.

1/ \The“\Genera "System of Preferences, under title V of the Trade Act of
74,) provides free treatment of specified eligible articles imported
d ly from designated beneficiary developing countries. GSP, implemented

by Executive Order No. 11888 of Nov. 24, 1975, applies to merchandise imported
on or after Jan. 1, 1976, and is scheduled to remain in effect until Jan. 4,
1985, unless modified by the President. The rates of duty in the rate of duty
column "LDDC" are preferential rates (reflecting the full concession rate
resulting from the Tokyo round of the Multilateral Trade Negotiations (MTN))
and are applicable to products of the least developed developing countries
designated in general headnote 3(d) of the TSUS which are not granted
duty-free treatment under the GSP. 1If no rate of duty Is provided in the
"LDDC" column for a particular item, the rate of duty provided in column 1
applies.
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The following table summarizes the rates of duty applicable to imports of
the dairy products that are subjects of this investigation.

Table 3.--Certain dairy products: U.S. rates of duty, present and
negotiated, by TSUS items

*  Current :Negotiated: 2: GSP
TSUS . : : col. 1 : e = _.7.
Description col. 1 rate eligi-
item No.: ' of duty 1/ : rate of T >o0 :bilit
: . : yo, dug§ 2 §i}gi : y
: Fluid milk and cream, fresh or: <\>
: sour: : :
115.00 : Buttermilk——----—=——m——m————: : No.
Other: :
115.05 : Containing not over : No.
1 percent of butterfat.
Containing over 1 percent @
but not over 5.5
: percent of butterfat; : :
115.10 : For not over 3,000 : 6.5¢/ : No.

gal.

: 6.5¢/ : No.

115.15 :
: gal.

: 56.6¢/: No.
: gal.

115.20 : 12¢/gal

115.25 : 56.6¢/gal : 3/ : 56.6¢/: No.

gal.

: 14/1b : 3/ : 1.8/ : No.

: : ¢ 1b.

Sweetened-———~--—==~--—==-~: 1.75¢/1b : 2/ : 2.75¢/: No.
: : ! : : 1b.

115.40":  Other—-—---=----—-------=-=--=: 1.5¢/1b : 3/  : 2.53¢/: No.
: : : 1b.

See footnotes at end of table.
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Table 3.--Certain dairy products: U.S. rates of duty, present and
negotiated, by TSUS items-—-Continued

:Negotiated: Col. 2:

TSUS . : Current : col. 1 : rate : GS?
. .Description col. 1 rate celigi-
item No.: ' of duty 1/ : rate of : of ‘bility
: =" : duty 2/ : duty :
: Dried milk and cream: : : : :
115.45 : Buttermilk containipg : 1.5¢/1b : 3 : 3¢/1b : No.
not over 6 percenr of : 1O} :
butterfat.
Other: : :
115.50 : Containing not over 3 : 1.5 : 3¢/1b : No.
: percent of butterfat. : :
115.55 : Containing over 3 percent : 3.1¢/1b : 6.2¢/ : No.
: but not over 35 percent [t 1b.

of butterfat. :

115.60 : Containing over 35 percent:
of butterfat. :

: Butter and cream containin

over 45 percent of
butterfat:
When entered duri

3/ : 12.4¢4/: No.
: 1b.

116.00 : : 5.6¢/1b : 14¢/1b: No.
116.05 : 3/ & 14¢/1b: No.
116.06 : [ : 11.2¢4/1b

(s)
: 5.6¢/1b. 3/ : 14¢/1b: No.
: 14¢4/1b : 3/ : 14¢/1b: No.
: 11.2¢/1b : :
(s)
When entered during the
period from July 16 to
: Oct. 31, inclusive: : : : :
116.20 : For not over 5,000,000 : 5.6¢/1b : 5.6¢/1b : 1l4¢/1b: No.
: pounds. : : : :
116.25 : Other————-=--=~—==—==-=-————: 14¢/1b : 3/ : 14¢/1b: No.
116.26 : If product of Cuba----——-: 11.2¢/1b : :
: (s)

See footnotes at end of table.
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"negotiated, by TSUS items--Continued

U.S. rates of duty, present and

See footnotes at end of table.

s Current :Negotiated: Col. 2: GSP
TSUS . : : col. 1 : rate : .
Description col. 1 rate eligi-

item No.: "of dut 1/ : rate of .  of :bi]it

: vy duty 2/ : ty 7 y

116.30 : Butter substitutes-———-———————=: 7¢/1b : .2$ No.
: Stilton cheese: :
117.00 : In original loaves————-—---—--: 15% ad No.
: : val.
117.05 : Other-————==—==m—ceeeme—————: 20% ad No.
: : val.
117.10 : Bryndza cheese- - : 35% ad: No.
: val.
: Gjetost cheeses: :
117.30 : Made from goat's milk whey 5% ad: No.
: or from whey obtained val. :
from a mixture of goat's :
milk and not more th
: percent of cow's milky $ : : :
117.35 : Other————=---—=—————- : ; : 35% ad: No.
: : val.
117.42 : Goya cheese in ori : 35% ad: No.
: loaves. : : val.
: Roquefort : : : :
117 .45 In ori s : : 35% ad: No.
: : : - : val. :
117.50 : : % ad : 3/ : 35% ad: No.
: val. : - + wval. :
117.60 : : 7.47% ad : 6.4% ad : 35% ad: No.
: val. + val. : wval. :
: 9% ad val.: 3/ : 35% ad: Yes.
: - : wval. :

: 127% ad : 3/ : 35% ad: Yes.
loaves, not suitable for val. : - : val. :
grating. : : : :

117.7 Other--—-—-=====~cmewe=w-ee-: 157 ad : 3/ : 35% ad: VNo.
: : val. : - : val. :
: Goat's milk cheeses and soft- :
ripened cow's milk
cheeses: : : : :
117.75 : Valued not over 25 cents : 5¢/1b : 3/ : 8.75¢/: No.
: per pound. : : - ¢ 1b.
117.88 : Valued over 25 cents per : 10% ad : 3/ : 35% ad: No.
pound. : wval. : - : wval. :
A-14
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Table 3.--Certain dairy products: U.S. rates of duty, present and
negotiated, by TSUS items—-Continued

: i : . 2
Current :Negotiated: Col. 2 GSP
TSUS . : : col. 1 : rate : _.7
. Description col. 1 rate eligi-
item No.: ‘of dut 1/ : rate of : of “bilit
: y 2, daty 2/ : duty : y
: Whey : : : :
118.00 : Fluid--—-—-=-~~————- e ———————— : 1.5¢/gal<>: : 2.05¢/: No.
: : > gal. :
118.05 : Dried——=m==—==————m e ¢ 3¢/1b.: No.
118.10 : Yoghurt and other fermented : 20% ad: No.
: milk. val.

177.67 : Animal oils, fats, and : 20% ad: No.

greases derived from milk. val.
: Animal feeds containing milkl
or milk derivatives: : :
184.70 : Containing not less 10% ad: No.
percent by weight o val. :

: grains or grain produc : : : :
184.80 : Other——~—————====-—- -: 7.5% .Ii/ + 20% ad: No.
: <> val : val. :

1/ Rate effective Jan.
Zy Final staged ra g
(MTN) .
é/ Rate of

\2 |
e e tilateral Trade Negotiations

edulegx§§§§§§ United States Annotated (1982).
<

' = Suspe
' = Per un tated quantity.
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Section 22 import quotas.--Imports into the United States of virtually
all dairy products made from cow's milk that are usual articles of
international trade are limited by import quotas imposed pursuant to section
22 of the Agricultural Adjustment Act. 1/ The quotas have been imposed to
protect the U.S. Department of Agriculture (USDA) price-support programs for
milk from import interference.

In the early 1950's, quotas were imposed on imports of certail airy
products (butter, butter oil, dried milk products, casein, certain icles
containing over 45 percent of butterfat, and certain cheeség) under i
104 of the Defense Production Act of 1950. Before section
June 30, 1953, the Tariff Commission (now the U.S. In

Commission), following an investigation under secti ned that, in
the absence of the import restrictions under section’1 i airy
products were practically certain to be imported in such ities as to

quotas on butter, dried

)

Since 1953, the U.S. International Trade\Commissién ha

additional investigations on dairy prod nder section
X jgatiQns in ]

Accordingly, the President proclaimed annual im
milk products, and certain cheeses.

actions taken as the result of thes

quotas on four classes of cheeses ha enlarged to\permit foreign

products to share in the increased mptio cheeses; (2) quotas

have been imposed on previously an" imp s (3) in the early
heese\\ b r, and butter oil

defic situation in the

'rgiziii for in part 3 of the appendix

roduced in appendix C of this
ts which can be imported under the
»2 billion pounds, representing an
. production of milk.

The quotas curre
to the TSUS,
report. The
quotas, on
amount equal

1970's quotas on nonfat dry c
temporarily were enlarged be a:
domestic market.
in
0

5 RS i\4§ icensing procedure. The quotas for the
sulfject to licensing procedures are administered by the Customs
Se irst-come, first-served basis. Imports of dairy products
subjeet to quotas and licensed by the USDA may be entered only by, or for the
account\of, a licensed person or firm, and only, in accordance with the terms
of the license. Licenses usually authorize a particular firm to enter
designated quantities of a dairy product from a designated country through a
specified port of entry. 2/

USDA fis:$ licenses. TImports of most dairy products

1/ The principal exceptions are casein and lactose (neither are included in
this investigation) and soft-ripened cow's milk cheeses, such as Brie and
Camembert, which are included in the investigation.

2/ The administrative regulations established by the USDA are published inA710
CFR 6.
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When issuing licenses, the USDA must, to the fullest extent practicable,
distribute the respective quotas equitably among importers or users and
facilitate utilization of the quotas among supplying countries, taking due
account of any special factors that may have affected or may be affecting the
trade in the articles concerned. Although some modifications in the licensing
system for importing cheese, including changes in the eligibility requirements
for new firms to enter the trade, resulted from the implememtation of the so-
called International Cheese Agreement, l/ the USDA usually d s that an
importer who entered a dairy product during a base period,
1 or more years duration immediately preceding the imgssi
eligible for a license. The importer usually is grante
quota proportionate to his share of total imports
during the base period. TIf the Secretary of Agri
country is not likely to export its quota quan
a calendar year, he may adjust the quota for that
eligible for the quota.

e quota, is
the annual
question
nes that a

The Import Milk Act.--U.S. imports of
yoghurt) also are subject to the requirement
(21 U.S.C. 141 et seq.). That act, which is adm
Administration (FDA) of the U.S. Depart t of Health = wnan Services
g)Y provide bhe importation into

the United States of milk and ited \inles he person by whom
such milk or cream is shipped into nited States holds a
valid permit from the Secre noServices.” This act was

for the purpose of prom of the United States and
protecting the public ts do not impose quantitative
restrictions on impo they are issued in accordance

i tstanding permit issued by the FDA

passed "to regulate the impo i &£§Z£§c am into the United States
i r
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Foot-and-mouth disease restrictions.--Imports of most dairy products,
except butter, butter oil, and cheese, from countries or areas which have not
been declared free of rinderpest and foot-and-mouth diseases by the U.S.

- . Secretary of Agriculture are subject to regulations of the Animal and Plant

Health Inspection Service (APHIS) of the USDA (9 CFR 94.16). }/ Essentially,
imports from countries or areas not declared free of the diseases, as well as
products made from such imports, are not to be used in animal feed in the

regulations issued by APHIS. However, the imports from<§ych 0 es may be
used in human foods in the United States because the virus.is*ngk lnjurious to
human health. Such imports may also be used for industri urp :

United States.

their stated purpose is to assure the supply of
- , establishes
e A (milk eligible
ort am, puts a floor

©~ deral programs, such as
grams, indirectly benefit the
r

rs apply only to grade A

minimum prices received by farmer
for fluid consumption). The other,
under the price of milk for ma

U.S. dairy farmer. Althou
milk, they apply to suc
manufacturing, and {ce aid for milk for manufacturing.

\\\
\\\:S%ders, which are provided for by the Agricultural
mployed widely to regulate the marketing of milk.

ijiﬁbuntries or areas currently designated by the Secretary of Agriculture
to be free of rinderpest and foot-and-mouth diseases are Northern Ireland, the
Republic of Ireland, Norway, Great Britain, Sweden, Finland, Iceland,
Greenland, Canada, the French Territory of Saint Pierre and Miquelon, Mexico,
Panama and all Central American countries, most Caribbean Islands (except
Cuba, Curacao, Martinique, and Guadeloupe), Australia, New Zealand, Japan, and
the Trust Territories of the Pacific Islands.
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Marketing orders represent an attempt to strengthen the competitive
position of farmers in relation to the processors of their products. The
processors are generally deemed to hold a competitive advantage because a
large number of farmers generally sell to a few buyers; production, moreover,
is seasonal and milk is perishable. 1In 1981, an average of 119,200 dairy
farmers sold milk under Federal orders to about 2,000 distributors or
"handlers.” They accounted for nearly 88 billion pounds¢ef milk or about two-
thirds of all milk sold to plants and dealers.

The Federal Milk Marketipg Orders currently operat lish minimum
prices for grade A milk only--i.e., for milk eligib £
form. 1/ No single price is established for grade s vary
depending upon the use to which the milk is t grade A milk
going into fluid consumption commands one p and at ing into butter,
cheese, dried skimmed milk, and other products c nd ther prices. 2/ The
marketing orders establish different mimimum prices for grade A milk marketed
for fluid consumption (known as class I) and grade A\milk marketed for

armers selling grade A milk to

handlers that operate under marketing ordex paid \blend"” price--an
average of the minimum prices to be paid b handde each class of
milk, weighted by the quantities o k in each seld by the handler
during a given period. tiiii
<

Under the Federal Milk M ng Qrder !§§;§§nimum price to be
established for different/glasses i1k termined in accordance with
complex pricing formulas. ders, derive class I prices from
the Minnesota-Wisconsi e es, port market prices of milk for
manufacturing in that ea \\C I prices are generally fixed at
specified premi v i 5 e of several formulas may be used to
determine mj s e A milk; minimum prices generally
are based, et prices of manufactured dairy

nufacturing milk either in the Minnesota-
area. The prices on which the Minnesota-

- Nevertheless, the prices of milk for

sota and Wisconsin (and elsewhere) are influenced
t of Agriculture's price-support program for dairy
prices of manufactured dairy products. Thus,
Federal Milk Marketing Orders derive minimum prices

or the market prices of manufactured dairy products, changes in price-support
evels will be reflected in the prices established by the orders.

1/ Federal Milk Marketing Orders for manufacturing-grade milk are permitted
by the law, but none have been established to date.

2/ Likewise, manufactured dairy products, particularly butter and cheese,
constantly compete for the supply of manufacturing-grade milk.
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The price-support program

The Agricultural Act of 1949 required the Secretary of Agriculture to
support the price of milk at a level between 75 percent and 90 percent of
parity 1/ so as to assure an adequate supply of pure and wholesome milk to
meet current needs, reflect changes in the cost of production, and assure a
level of farm income adequate to maintain productive capacity s
meet anticipated future needs. However, on October 20, 1981, Pub
was enacted and the minimum support level dropped to 72.9 perce
the first time the minimum had dropped below 75 percent sfgte

became effective. The Agriculture and Food Act of 1981 (P 97
Dec. 22, 1981), continued the 72.9 percent support pri 3. 3

weight) for the year ending September 30, 1982.

price o opmmodity provides the same purchasing power as
ed for the~¢commodity during a statutory base period.
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For the years beginning . October 1, 1982, and October 1, 1983, the support
price for milk is to remain at $13.10 per hundredweight (P.L. 97-253). l/
However, the legislation provided the Secretary of Agriculture authority to
deduct 50 cents per hundredweight from sales of all milk marketed by farmers
beginning October 1, 1982, in order to offset a portion of the cost of the
dairy price-support program. 2/ Provision for this deduction would be
eliminated as soon as the aunnual price-support purchases fgor the year,
projected by the USDA, are less than 5 billion pounds of m equivalent. The
legislation further provides authority for the Secretary to uct an
additional 50 cents per hundredweight from the sales of miIK)
April 1, 1983, under certain conditions, including egéabl hy
to refund the assessment to farmers that reduce their du
period. Provision for this deduction would be i
projected annual purchases are less than 7.5

In order to support the price of milk as requi by Maw, the Secretary
of Agriculture maintains a price-support(p k used for
manufacturing. Under the program, the Cqmme (cce),
purchases, at preannounced support prices) iti the most
storable dairy products (butter, Chaddar che fatdry milk) that
meet certain specifications. These t N\ 3
the total U.S. market supply of mi n

manufactured dairy products. u ough, purc af )these three products,
the Secretary assures the ann e all milk to the farmers.
Prices and Governmentﬁgiigﬁa§ fb thﬁdar cheese, and nonfat dry
milk.--The market prices or the three products
purchased under the pr : hown in table 4 for the period

April 1, 1976, thro 9 sd shown are the price-support
objectives fo anuf t hough the support prices for the
products were| 1 riod (until the semiannual
adjustment wa beginning Apr. 1, 1981), the market

nd the- market price for Cheddar cheese
he period beginning April 1, 1980. Thus, as

in ;:355 to reflect the support price for milk to the dairy
armersvas required under the Food and Agriculture Act of 1977, consistently
v\igher support prices continued to be established for butter, Cheddar cheese,
and, NFDM (mostly as part of the semiannual adjustment). 1In turn, the
production of milk, which is not limited by the price-support program,
escalated. However, market prices for the three products did not keep pace
with the increased support prices. Accordingly, purchases of surplus dairy
products by the CCC, also not limited under the price-support program,
increased and reached record levels by mid-1982 (table 5).

l/ As of Oct. 1, 1982, the support price of $13.10 per hundredweight was
equivalent to 69.1 percent of parity. .

2/ On Sept. 17, 1982, the USDA announced that it had decided to postpone the
collection process until Dec. 1, 1982, in order to afford affected parties
opportunity to comment on how the unprecedented collection plan shouldAb2l
imposed.
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Table 5.--Butter, Cheddar cheese, and nonfat dry milk: Commodity Credit
Corporation purchases, contract basis, by quarters, 1977-82

(In millions of pounds)
January- : April- : July- ;. October- :
<i\December , Total

Year and commodity

March : June ¢ September
1977: : : : :
T TS T — : 66 : 92 : S o 14 : 201
Cheddar cheese————- : 38 : 43 3 : 125
Nonfat dry milk—--—-: 83 : 174 : 68 : 490
1978: :
Butter—————————————; l/ : 134
Cheddar cheese————-: 0 : 44
Nonfat dry milk-———-: 14 285
1979: : :
Butter : 25 : 84
Cheddar cheese————- : 44 57
Nonfat dry milk--——-: 69 : 256
1980: :
Butter : 50 : 261
Cheddar cheese g/——: : 59 : 358
Nonfat dry milk-———=: : 110 : 635
1981: : :
Butter 37 : 44 352
106 : 77 546
200 : 174 851
1982: .
43
180 :

238 :

<:::> / Dess/than 500,000” pounds.
2/ InCludes small quantities of mozzarella cheese.

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

Note.--Because of rounding, figures may not add to the totals shown.
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Disposition of Government stocks.--When disposing of its inventories, the
CCC sells its oldest stocks first. Cheddar cheese purchased by the CCC
normally has a storage life of 2 years; butter, about 3 years; and NFDM, about
4 years. From time to time, the products are sold and more recently donated
domestically to the needy, welfare recipients, and so forth, because spoilage
is imminent.

States. Through late 1981, however, the CCC had sold abou
of NFDM (about 30 percent of its stocks at the time
Poland; the majority of these sales were for half
purchase price. In addition, about 220 million p

s—of the CCC
half of the

world markets,
e CCC basically agreed

Zealand is not to be distributed so as to dis
nor is it to be sold to the U.S.S.R. 1In addi
not to sell Government-owned butter for{export

5 Septe 0, 1982,
unless the sales were approved by the New Zealand\I y B uring 1981,
small quantities of butter, Cheddar chees nd NFDM we d“to
Catholic Relief Services for aboutg Dt q§>the rice for

d'@cussed above, the CCC

has sold butter, Cheddar chee .wgbrcial market at the
et by the USDA at about 110

resale price, which current is. &d
percent of the CCC purchdse i time of sale. Such sales of
USBA.d

ing th d 1976-81 are shown in the
atesnt ales of dairy products to the
a compared with Government stocks

< Cheddar cheese Nonfat dry milk
1/ 101.0
0.2 28.4
4.7 0
.3 0
2.5 0
8.9 0

—

1/ Less than 50,000 pounds.

The CCC is permitted to sell stocks considered to be in danger of spoiling at
prices below that set for stocks in good condition.

Costs of the program.--Annual net Government expenditures on the dairy
price-support and related programs escalated to an unprecedented level of $1.3
billion for the year ending September 30, 1980 (table 6). For the year ending
September 30, 1981, expenditures for dairy support operations reached a new
alltime high of about $2.0 billion. These record-level expenditures,
equivalent to about 10 percent of farmers' cash receipts from milk, resultead,,
almost exclusively from the unusually large purchases of butter, Cheddar
cheese, and NFDM. Inasmuch as the production of milk has shown no signs of
abatement, the volume of purchases of the three products by the USDA will
probably remain near record levels at least through 1982.
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Table 0.--Net U.S. Government expenditures on dairy support and related

programs, marketing years 1977-81

(In millions of dollars)
: :Total (exclud- :

Y:Zrtenggi— : Netcizgzzr;/ : Sec. 4(a) Z] : 1ing special : Sp:gli;mmﬁ}k
pL- ; Pur = : milk program) PTog =
1977 : 709.8 ;: 4.5 109.7
1978 : 44644 5.0 : O 137.8
1979——————————————; 244.3 : 6.3 : 134.1
1980 : 1,274.0 : 5.8 ; 1 156.8
1981 : 1,967.2 : 7.5 4 118.8
lj CCC support purchases and related costs (for pr ssing, packaging,

transporting, and storing) of dairy produétsy less pro ds from sales.

2/ Purchases of dairy products at market ices under sec. 4(a) of the
Agriculture and Consumer Act of 1973, for doum is schoo unch and welfare
use.

gj Expenditures under the program i§§i§§r rilk econsumption by children
in schools, child-care centers, and nd

Source: Compiled from offici: atistics of theaU§$S. Department of

Agriculture. %
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The Domestic Industry

U.S. milk producers

The number of U.S. farms selling milk has been declining for several
decades. Recently it dropped from about 402,000 in 1977 to 325,000 in 1981
(table 7). The farmers remaining in dairying have expanded thel size of their

States. Many of them also are major producers of
and they are becoming involved in the distributiog
products. During 1977-81, the value of U.S. milk pro
from farm marketings of milk) increased from to’$18.4 billion.
As shown in the following tabulation, net f income for\gelected 41l-cow

herds in Wisconsin, the leading milk-produci e, increased from $20,673
in 1977 to $33,220 in 1981: 1/

Year

1978-——mmmmmmmmm e e : (:;i}><> 23,140
1979 == —mmmm e e e : 32,870
1980——==—=———==m—m—m—mmmmm o : @ 32,025

33,220

A i
1/ Compiled fr a Wf§5gﬁéinﬁ£§§§§> thess Summaries and Dairy Farm

Management Summariles, Univ ity of c and Cornell University,

respectively. <g§§§§

&
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Table 7.--U.S. milk production, number of milk cows and replacement heifers on
U.S. farms on Jan. 1, production per cow, and number of farms selling milk,

1977-82
:Total milk : Milk cows : Replacement heifers :Prpduction: Number of
Year :production : on farms : :Number per: pex’cow : farms sell-
: . :Quantlty : 100 cows : . ing milk
Million : ' @1\
pounds : ————-Thousands——-=- : Thousands
1977-~-—-~: 122,654 : 10,945 : : 402
1978———--: 121,461 : 10,803 : 243 : 380
1979——--- 123,411 : 10,743 : 11,488 : 350
1980-———-: 128,525 : 10,810 : 11,889 : 335
1981 -—-—-: 132,634 : 10,919 : 12 147 : 325
1982 -----; 1/ 134,400 : 10,998 . 2/

1/ Estlmated by the U.S. Departm of A ure
published in World Agricultural Sgpp nd Demand

éi% 13, 1982, an

2/ Not available.

Source: Compiled from offi t thS of

&@%
)
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U.S. dairy processors

Wisconsin, California, New York, Minnesota, and Pennsylvania have
accounted for about half of the U.S. production of milk in recent years. The
plants that process the milk are located near the areas of production. The
number of plants producing manufactured dairy products declined from 2,589 in
1977 to 2,187 in 1981 (table 8).

Table 8.——Number of dairy plants manufacturing 1 or qs;e ducts,
by principal States, 1977-81

State ©o1977 0 1978 //{§11§<§>?§h¥% 1981

Wisconsin------—-——=—~=—=: 468 455 : 425 419
California---——--------- ——= 275 : 200 269 - 263 : 259
New York--—--—--—--—m———v : 185 : 174 176 : 147
Ohio-----—=-—m—mmmmm : 118 : 11 112 98
Pennsylvania---—-=—-==—=———- : 129 : 121 : 120 96
Minnesota—~-—-——==-====—- HE 109 : 83
All other-—----—-—=-=-=-—: 1,305 /7:§¢x2 : 1 1%§§§§ 1,085

Total-————————————=—~ : 2, 5%33;}\x<%:)gf\> 262;2?\/) 2, 257 : 2,187
Source: Compiled from officidl of <§§i3>§> Department of

Agriculture.

Fluid milk.--In 2 ] tsnprocessed milk for consumption
in the fluid form with 1,500 in 1977. Most of
the milk is sold tic or paperboard containers.
on size, a fourth of the
'zes such as quarts or pints.

g fhants amounted to an estimated 85,000
%i ward trend; about half of the employees
x 183 and wages totaled an estimated $550
bn the industry averaged 73 percent in 1978,
t® are available.

o 155 in 1981. Most of the condenseries are owned by large dairy
cooperdtives which manufacture a wide variety df dairy products. Wisconsin,
California, Minnesota, and Iowa are the principal producing States.

During 1977-81, employment in the condensed and evaporated milk industry
is estimated to have averaged about 4,000 persons annually and showed no
discernible trend. About 3,000 of the employees have been production
workers. Annual salaries and wages are estimated to have increased from about
$50 million to $60 million during the period. The value of production
increased from about $1.3 billion to $1.7 billion. This increased value of
production mostly reflected the rising cost of milk.
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Dried milk, cream, and whey.--The number of plants producing dried milk,
cream, and whey in the United States declined from about 250 in 1977 to 200 in
1981. These plants generally are owned by large dairy cooperatives that
usually engage in the production of a variety of dairy products, including
butter and cheese.

Butter and butter oil.--The number of creameries pro
United States has declined from about 322 in 1977 to 250 i
years, most U.S. production of butter has been by the large
(i.e., nonfat dry milk) plants,|some of which produqih 3
their own labels and also under private labels for o
percent of production is accounted for by four large
manufacture a wide variety of dairy products i
' Wisconsin, California, Minnesota, and Pennsyl
of the total production in 1981. Employment in b
estimated to have averaged about 2,000 pers
has shown no discernible trend. About 1,500 of the e
production workers. Salaries and wages b
annually. Capacity utilization averaged
for which data are available.

Certain cheeses.—-Separate da avai .%e the producers of the
cheeses included in this inve 3 y \ believed that only a
small proportion of the 1,000 ese in the United States
in 1981 produced varieties /fhat h§§ investigation and then
only in relatively small q ér Jpot plants producing cheese
ntration in the industry has been

production is carried on in

10 percent of the plants account

has been declining in
increasing. A large
large highly-au

for 60 percen ctt known U.S. commercial production of
sheep's milk t i are specialty cheeses produced in a
few small plan producers of soft-ripened cow's
milk c es; m em ve n, large-scale operations.

Ang }/ﬁ%eds contai <§ or milk derivatives.--The principal animal

ed in the United\States which contain milk are milk replacers.
by dairy processors and by feed manufacturers.
onfat milk solids remaining from their

rs

ed marfufacturers. Feed manufacturers (other than those vertically

ntegrated with dairy processors) generally purchase these bases and generally
them with additional dry milk solids and other ingredients to produce milk
replacers. There are believed to be about 7 dairy processors that produce
milk replacer bases and/or milk replacers and about 20 feed manufacturers that
produce milk replacers.

A-29



A-30

U.S. Production and Consumption

Fluid milk, cream, and whey

Total U.S. production of milk increased from 122.7 billion pounds in 1977
to an estimated 134.4 billion pounds in 1982 (table 7). The ber of cows on

trending up beginning in 1980. Milk production per cow Qgs hée
from 11,206 pounds in 1977 to 12,147 pounds in 1981.

Whereas production of milk has been increasin
milk as a beverage has been declining. This is p
(unflavored) whole milk, sales of which declined from
pounds per capita) in 1977 to 30.8 billion poun ds per capita) in
1981 (table 9). Sales of lowfat milk increased from 13.6 Willion pounds in
1977 to 16.9 billion pounds in 1981. Total sales~Qf fluid milk products for

beverage purposes declined from 54.1 b ion pv 1977 53.5 billion
pounds in 1981.
Sales of cream have been increasf | (i%y in{gif%%ib ars. Most of
carn g

ular tr for plain
.3 biNion pounds (157

the increase has been in sales of : clud ), sales of which
increased from 367 million pound 429 113 ounds in 1981
(table 9). S

Fluid whey is general cle qgégyerce because it contains
only about 7 percent mil . recent\y about 40 billion pounds of
fluid whey have be ced <annuplly, alf of which were dried or
otherwise process and the re der(Qgiigb of as waste.

Condensed or .evapoxated mﬁhk and dé§§$§§

RERo0f condensed and evaporated milk declined
about 2.1 bW pounds to 1.9 billion pounds (table 10).
e productiown 30 sisted of condensed skim milk. Production of
orated ‘?\ grmilk and condensed whey has been small. 1In

s of whole milk, or 1.6 percent of the total U.S.
was proc;\;es into condensed or evaporated whole milk. Data

evapoxated creanm.

!
Dried milk, cream, and whey

U.S. production and consumption of dried milk products have been
increasing in recent years. In 1977-81, U.S. production of nonfat dry milk
declined from 1.1 billion pounds in 1977 to 909 million pounds in 1979, and
then increased to 1.3 billion pounds in 1981 (table 11). 1In the same period,
consumption rose from 789 million pounds to 885 million pounds.
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Table 10.-LCondensed or evaporated milk and cream: U.S. production, imports
for consumption, exports of domestic merchandise, yearend stocks, and
apparent consumption, 1977-81

: Pro- : : : Yearend Apparent
Y
ear : duction 1/: Imports : Exports stocks ﬁiﬁ@nsumption
: Quantity (1,000 pounds)
: : : Vs
1977 : 2,069,509 : 811 : : 1,815
1978 : 1,969,460 : 887 : ,938,240
1979 : 1,925,855 : 471 : 1,877,328
1980 : 1,817,906 : 419 : 1,799,949
1981 : 1,904,148 : 5,340 : 1,880,579
1977 - : 1,319,676 : 3 2/
1978 : 1,429,300 : 2/
1979 : 1,579,201 : 2/
1980 : 1,617,936 : 2/
1981 : 1,701,400 : 2/

1977 66 : -
1978 72 : -
1979 82 : -
1980 89 : -

94 -

o N RN\
e b@§§%:d skim ¢ 13ed or evaporated milk and buttermilk and

s based sales prices of condensed skim milk,
ltimore, hirdgton, and Philadelphia areas.

Production and yearend stocks, compiled from official statistics of
the U.Ss Department of Agriculture; imports and exports, compiled from
official spatistics of the U.S. Department of Commerce.

Note.——Condensed or evaporated cream is not a known article of commerce.
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Table 11.--Nonfat dry milk: U.S. production, imports for consumption, exports
of domestic merchandise, yearend stocks, and apparent consumption, 1977-81

~ Pro- : : : Yearend : Apparent
Year : duction 1/: Imports : Exports : stocks 1/ : consumption
Quantity (million pouﬁgég\
1977 : 1,107 789
1978 : 920 : 788
1979 : 909 : 859
1980 : 1,161 : 838
1981 : 1,314 : 885

1977 : 753 1 \(Q 84 461 3/
1978 : 653 : : 73 : 15 : 3/
1979 : 727 1 26 388 : 3/
1980 : 1,091 : . 2/ S 552 : 3/
1981 : 1,228 : %% 6 837 : 3/
: <§> Unit val &@)ﬁ d :
e ten per pound)
: 66 : 68 : -

32 71 : -

17 : 80 : -

1980 : : %: 20 : 94 -
1981 \j) 9% @ : 20 : 9% : -
$ A : : :

ual quota of 1,807,000 pounds under sec. 22
ct. Therefore, the data shown for 1980 and
ations in the reported data.

U.S. Department of Agriculture; imports and exports, compiled from
official statistics of the U.S. Department of Commerce.

Note.——Unit values for imports and exports were calculated from the
unrounded figures.

A-33



A-34

Aggregate U.S.‘pgoduction of the other dried milk products considered
here averaged about 1 billion pounds annually during 1977-81, as shown in the
_following tabulation (in thousands of pounds):

: Dry whole : Dry : : Dry whey
Year milk :buttermilk : Dry whey :products 1/: Total
1977--—~—=—=~—=— : 69,379 : 53,231 : 627,803 929,395
1978—————————mmm : 74,617 : 47,613 : 711,490 : 1,038,704
1979--——--mmmmmm e : 85,320 : 44,671 : 732,941 : 1,039,730
1980-——~—~——————-: 82,712 : 43,875 : 689,718 : 1,009,183
1981 --———————m—mm: 92,724 43,814 783,8 : 1,093,691

.

1/ Does not include the production of whey solids 1 wet\biﬁnﬁé (mostly
produced for animal feed), which increased from 68 mil n potunds in 1977 to
148 million pounds in 1981.

The combined production of dry whey an ry wh ucts ccounted for
nearly 90 percent of the output of these ied pr cts ernt years.
Consumption of such products, which ;i;;e supplied entirely by

t 1

domestic output, also averaged a 1ioQ> poundgs~a 1ly in recent years
(table 12).

Butter and butter oil <:;izfs
_ rise r(gi;£§

The U.S. productio in recent years and a
larger share of the su
Butter and nonfa
are made after a

n\manufactured dairy products.

i
Hos t of the dairy products, usually
Hé;éigg ble supplies of manufacturing milk

m, and condensed or evaporated milk,
£ dairy products recently has become
§;5&5<3 ufacturing milk have been diverted into
:)’-v-lngly, production of butter averaged about

AR
:’

many yearsy’ averaged nearly 1.0 billion pounds annually. For

s margarine has been substituted for butter at an increasing

as many consumers have reduced their consumption of products high in

al, fats; also, margarine competes strongly in price with butter. In 1981,
margarine consumption in the United States amounted to about 2.6 billion
pounds, whereas the consumption of butter amounted to 987 million pounds.

Data on the production and consumption of butter oil are not separately
reported. However, it is known that a few dairy processors produce small
amounts of butter oil for sale, principally to the candy and confectionery
industry.
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Table 12.--Dried milk and cream, except nonfat dry milk:

U.S. production,

imports for consumption, exports of domestic merchandise, yearend stocks,

and apparent consumption, 1977-81

Pro- : : Ye nd Apparent
Year : duction 1/: Imports Exports : sifiks\ : consumption
1 Quantity (1,000<@pung%;§\\
1977 : 929,395 : 194 : <é;b : 908,842
1978 : 1,038,704 : 2/ 914 : : 1,028,261
1979 : 1,039,730 : 324 43300 : 1,030,414
1980 : 1,019,318 : 505 : 5,300 931,054
1981 : 1,093,691 2/ 12,497 : 5,500 985,988
1977 : 138,041 : 960 : 4/
1978 : 197,354 : 836 : 4/
1979 : 155,960 : 645 : 4/
1980 : 167,060 901 : 4/
1981 ——==—===————=: 197,179 990 : 4/
; (><§::> \\\J)Unlt Q%iﬁgiizénts per pound)

1977 17 : 15~ 34 : 16 : -
1978 : : 53 : 19 : -
1979 > 15 : : 52 : 15 : -
1980 §§§:::j§> 16 % 66 : 3/ 63 : 17 : -
1981 : 2/ 53 : 3/ 65 : 18 : -

re based es for edlble whey powder, delivered Eastern
a ic he§§§§§§§§§é A, as reported in U.S. Agricultural Marketing

ry Market tistics.

are 11m1 to sec. 22 quotas, which total 509,500 pounds.

data shown for 1978 and 1981 represent errors in reportinge.

b
/ According to the FAS, the exports reported as dried milk and cream in
1 and 1981 actually consisted of nonfat dry milk.

reflect misclassifications in the reported data.

change significantly from the levels of 1977-79.
4/ Not meaningful.

Thus, these exports
The FAS reports that the
actual exports of dried milk and cream in 1980 and 1981 probably did not

Source: Production and stocks, compiled from official statistics of the
U.S. Department of Agriculture; imports and exports, compiled from official"

statistics of the U.S. Department of Commerce.
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Table 13.-Butter: U}S. producticon, imports for consumption, exports of
domestic merchandise, yearend stocks, and apparent consumption, 1977-81

Pro- : : : Yearend : Apparent
Year : duction 1/: Imports : Exports stocks : consumption
Quantity (million pounds)

1977 : 1,086 : 0.7 : 0.7 : 948
1978 : 994 : o7 6 972
1979 : 985 : 2/ .8 : .9 1,014
1980 : 1,145 : 6 : <9 1,018
987

1981 : 1,228 : 2/1.8 : 118

.
.

: Value (m{%%?on dolla?g§>
1977 : 1,064 : 0.5 : \§£§;%§E>
1978 : 1,094 : .6 : ;
1979 : 1,202 : 2/ .7 4 1.0 :
1980 : 1,595 : .7 <:>> 1.0 : <::ii
1981 : 1,846 : gfggi\. 9.0 :Qilfb

SRS i

1977
1978 86 : Qiii}ﬁ .00 : 1.10 : -
1979 .88 1.11 : 1.22 : -
1980 . Q£§§E§ 1.11 : 1.40 : -
1981 Qi§§§§ .75 : 1.49 : -
1/ Values icés of the CCC.
zy Impo quota of 707,000 pounds under sec. 22 of

nce, the data shown for 1979 and 1981
the reported data.

. Department of Agriculture; imports and exports, compiled from
statistics of the U.S. Department of Coqmerce.
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Certain cheeses

The cheeses which are subjects of this investigation are included in a
production category for "all other cheese" in the data reported by the USDA.
Production for this category, which includes soft-ripened cow's milk cheese
(and a subject of this investigation), was as follows in the period 1977-81
(in thousands of pounds):

Quantity
1977 ———=-=——mm e 44,388

1978==——=mmmmmmmmom 44,194
1979—=——dommme 54,096%

1980-————= ===~~~ -—~ 52,909 <i>
1981 ~==m=m === 5 4@&

hurt, as reported by the

U.S. Department of Agriculture, incrgéigi\f o A milli§?<§§;:ds to 595

Y?£é§;3> i Unit value

1,0000\dodlars : Per pound

491,600 : © $0.92
532,600 : .94
544,300 : .96
577,200 : .98
595,000 : 1.00

n most dairy products, the production of
e “years. For example, in the early 1970's

Imports of yoghurt are not permitted by
Production, therefore, approximates consumption.

4 sales of yoghurt, which have been in a long-term upward trend,
Mnereased from 2.45 pounds in 1977 to 2.50 pounds in 1981. 1In the early
19MQ%s, however, such sales averaged about 1 pound annually and in the early
1960's, only 0.25 pound.

Animal feeds containing milk or milk derivatives

Data on U.S. production of animal feeds containing milk or milk
derivatives are not available. Production of the principal feed included here -
-~calf milk replacers--is estimated to amount to 500 million pounds annually.
The output of other animal feeds containing milk is not known but is believed
to be small. Such feeds are principally those designed for feeding young

animals and for feeding pets. - T e
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The U.S. Department of Agriculture reports the production of dry whey for
animal feed and dry skim milk for animal feed in 1977-81, as follows (in
thousands of pounds):

Dry skim milk Dry whey
1977 —==-=-=—- ———— 7,884 155,291
1978 e 6,488
1979--————mmm 6,129
1980——————~———— e 6,944
1981 -~ == e 7,846

U.S. Inventories

Fluid milk and cream are perishable and stocks of such ‘products are
negligible. Yearend stocks of manufactured 4dai (commercial and
Government-owned), in terms of milk equivalent ncreased Iregularly from an
annual average of 8.6 billion pounds in 1977xX9 3.0 billion pounds in
1980, and then to a record level of 18 billie nds 1 (table 14).
In the years of high stocks, the bulk o y the
Government.

<

ic ve
D uets which have been exported in
r charity, or stocks sold by

U.S. exports of dairy
domestic production. Gen
U.S. exports have consi
small quantities,

the CCC, for expdrt only, en ey we tn/)danger of spoilage, at a fractiom
of acquisition co
Repo exporbs e pr Z§§§§§ﬁcluded in this investigation during
1977-81 e as/follows (in ¢h 85 of pounds):
densed or Nonfat Other
yaporated mi dry milk dry milk Butter
34,094 < 91,945 23,847 655
8——>-»- 37,007 227,339 12,957 596
——————— 42,298 150,210 9,740 934
-—~--—— 43,376 222,796 ¢ 87,769 863
———————— 34,909 206,315 120,000 118,127

U.S. exports of butter, which in 1977-80 averaged about 800,000 pounds
annually, and were equivalent to less than 1 percent of U.S. production,
amounted to 118 million pounds in 1981. The bulk of the exports in 1981
consisted of butter in a deteriorated condition sold from the inventories of
the CCC at about 60 percent of the purchase price.
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Table 14.--Dairy products: Commercial and U.S. Government stocks, Dec. 31 of 1977-81

(In millions of pounds)

Articles containing butterfat

Period : : Evaporated $ ; [Nonfat
erio * American ° Other vap otal milk . dry milk
Butter : : : and condensed : :
cheese cheese ivalent 1/
: milk —
! Commerc1al<> <§;>\\\\N
Dec. 31-- : : : : \ngz;\/> :
1977 —=——~ : 34 362 : 64 : 4,916 - 61
1978———==: 15 : 349 : 78 : 7 4,475 40
1979-———- : 25 404 106, 77 : 5,419 : 93
1980 —~——~ : 37 423 99\ & 52 : 5,752 : 85
1981 ————-: 48 365 : 87 N\ ™\ 46 5,333 87
: U.S.Qﬁggggnmenégég;§§b
: W
Dec. 31-- : : : Q;iib : :
1977 ————- : 2/ 151 : 4/ : 3,710 : 617
1978—=——-: 2/ 192 : : 4,254 545
1979-—-—-: 2/ 153 : (% 3,180 : 393
1980--——- : 2/ 268 : <j> 1: 7,207 : 502
1981———--: 2/ 382 1 : 12,980 : 803
: \Qﬂotal
64 : 75 : 8,626 : 678
: 78 70 : 8,730 : 585
< 106 : 77 : 8,599 : 486
: 99 : 53 : 12,958 : 587
87 : 890

47

18,313 :

) Q8 : : :
cludes manuf \fég products (except nonfat dry milk).
I s butter e valent of butter oil.
In

es process cheese held by USDA.
/ Less than 500,000 pounds.

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

Note.——Because of rounding, figures may not add to the totals shown.
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U.S. Imports

U.S. imports of the'dairy products included herein are very small in
relation to domestic production and consumption. Imports of each product,
which are generally restricted pursuant to the Import Milk Act and section 22
of the Agricultural Adjustment Act, have been equivalent to less than 0.5
percent of U.S.consumption in recent years.

Fluid milk, cream, and whey and yoghurt

as discussed earlier. The only permit issued under
. imports of frozen cream from New Zealand. Imports 0f
restricted by a section 22 quota to 1,500,000 galld¥ns =

quota is allocated to New Zealand (see TSUS item 949.80)
virtually filled each year.
Condensed or evaporated milk and cream

Imports of condensed milk are subject the provis'a§§§§§§§%e Import
hermeticuizzé. led )
in

Milk Act if they are not sterilized a
gﬁporte gcent years. In
ed milk d@nd))kream are subject to

containers. Such condensed milk h
addition, all imports of condensed
of A&glcultural Ad justment
allly, are shown in item

949.90 of the TSUS and are a ahtries based on trade in
a previous representative are administered on a
first-come, first-s i : oms Service, are allocated to
five specified co i of 8,000 pounds to other
countries. EC co ;000 pounds to the Netherlands,
1,345,000 pounds t nds to West Germany. In 1981, the

uallyy the entire
The“quota has been

Act. The quotas, which total 5339

, cream, and whey are subject to absolute
tion 22 of the Agricultural Adjustment Act. The

buttermilk and dried whey, combined, is 496,000 pounds (item 950.01);

or nonfat dry milk is 1,807,000 pounds (item 950.02); and that for dried
iz 500 pounds (item 950.04). These quotaé are administered by the USDA
through a system of import licenses. None of the quotas are allocated to EC
countries. Most of the quota allocations have been substantially filled in
recent years.
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Butter

U.S. imports of butter are subject to an annual import quota of 707,000
pounds (TSUS item 950.05). The quota is allocated through import licenses
issued to importers who are authorized to import the following amounts from
the specified countries:

Quantity
Country (pounds)
Denmark-——-—-———=—=—=————= 63,518

New Zealand——————-=-—- 331,95Q>
Other 1/---—====-==-——- 311,442
Total-—m—mmmmmmmmm ETOCEN) \
Se.

Butter oil and butter substitutes contajfing over 45
of butterfat \(

U.S. imports of butter oil and tter tut

percent of butterfat are limited ction 22 quots i
i dminis ‘Q he U.S. Customs
as s, f@.m has been filled in

1,200,000 pounds annually. The (
Service on a first-come, firs
‘5§‘2rlands supplying most of
S .

recent years, with Belgium,
the imports.

Animal feeds containing milk itk defi&iifﬁes
"

ilalle impot \§¥;§?xed animal feeds containing milk
n ess  t r1<>=ercent of grains or grain products.

gligible articles of trade. Milk is a
-0 meeting this description.
fe containing milk or milk derivatives are

ota of 16,300,000 pounds (TSUS item 950.17).

Data are
or milk deri
Such products:

The cheeses which are subjects of this investigation are specialty
cheeses, the consumption of which has been increasing in recent years. The
imported cheeses generally are higher priced than most domestic cheeses.
Imports of the cheeses from EC countries in 1977-81 are shown in table 15.
Many of the most popular cheeses, such as Stilton, Roquefort, Brie, and
Camembert, are imported from the EC.

l/ Allocated for importation from one and only one, of either Argentina,
Australia, Canada, Netherlands, Norway, Sweden, or Switzerland.
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Table lS.—-Ceftain cheeses: U.S. imports from the EC, by
types of cheese, 1977-81

: : : : ¢ Gammelos : Sof t-ripened
Year : Stilton 1/: Bryndza : Roquefort : Gjetost : and : ' p.

Nokkelost cow's milk

: Quantity (1,000 pounds) & (g 3
1977 ————- : 190 : 0 : 1,620 : \Q§Q§§zzyjﬁ 4,395
1978————- : 294 0 : 1,471 : 3980: 2,433
1979-———- : 315 : 0 : 1,328 : 2/ 0 : 1,294
1980-———-: 271 0 : 1,278 : — 0 : 9,133
1981-———- : 445 : 2/ 1,193 0 : 11,180

Value (1,000 dollaréi£<:<i§\ AL

1977 -———- : 247 : - 3, 763 : ll : : 6,868
1978-———- : 430 : - 10 : <::i> 08 : 4,274
1979~———- : 550 : - 3 S 1 :(E { 81 : 2,681

1980————- : 530 : - = - 17,911
1981~—-—- : 899 : 1: @>- S - 19,106
1/ Imports from the Unlted Klngd
g/ Less than 500 pounds.

Source: Compiled from pfficial\stat ¢S. Department of
Commerce.

@% )
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Soft-ripened cow's milk cheeses are the largest volume cheese included
herein. Total U.S. imports (from all sources) of the types of cheeses
included in this investigation increased during 1977-81 (table 16).

Imports of soft-ripened cow's milk cheeses decreased from 5.2 million pounds
in 1977 to 2.1 million pounds in 1979, before rising to 9.3 million pounds in
1980 and to 11.2 million pounds in 1981. Stilton cheese was the only other
type of cheese included here for which imports rose durin 977-81 (from
191,000 pounds to 450,000 pounds). Imports of Bryndza, Roquefort, Gjetost,
Gammelost, and Nokkelost cheese declined from 1977 gg 19ir

|

U.S. imports of Stilton cheese from the United
190,000 pounds, valued at $247,000, in 1977 to ,000
$899,000, in 1981 (table 15). Stilton chees pet
with imported Roquefort cheese and with othe ted
cheese.

pased from
valued at
Timited extent,
d domestic blue mold

im

Prior to January 1, 1980, soft-ripe ow's milk cheeses were included

in a section 22 quota for "other"” cheese tem 950+10D). The quota
applied to cheese priced less than\the CommgQd Credi oration purchase
er pound-~ resutt of the MTN

price for Cheddar cheese plus 7 cent
negotiations, the "price-break"” :
soft-ripened cow's milk chee
which became effective Janua

e quotas and

¥g§i2> ed from the new quotas

about 464,000 pounds
imports were from

ese i g;zigg United States in 1977-81 were
Such\im decreased from 1.6 million pounds,

million pounds, valued at $3.8 million,

U.S. imports of Bryndg:
annually without setti t
Czechoslovakia and no

t%%t cheese declined irregularly from 512,000
in” 1977 to 353,000 pounds, valued at $592,000, in
imports were from other than EC sources and are
tigation.

ammelost and Nokkelost cheeses during 1977-81 declined
irregularly from a peak of 727,000 pounds, valued at $930,000, in 1978 to
112,000 pounds, valued at $159,000, in 1980. Imports from the EC made up a
small share of total imports; there were no imports from the EC in 1980 and
1981.

U.S. imports of soft-ripened cow's milk cheeses
4.4 million pounds, valued at $6.9 milllion, in 1977
valued at $2.7 million, in 1979 before increasing to
valued at $19.1 million, in 1981. France was by far
such imported cheese.

from the EC declined from
to 1.3 million pounds,
11.2 million pounds,

the largest source of .
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Table 16.-—Certain cheeses: U.S. imports from all sources, by
types of cheese, 1977-81

: : : : ¢ Gammelos Soft-ripened
Year : Stilton : Bryndza : Roquefort : Gjetost : and p

Nokkelogt’\\ cow's milk

Quantity (1,000 pounds) \S/?;<>\§

: : : : : \§§£§§ZQ
1977 ~———— : 191 : 464 1,620 : 512 503\ 5,153
1978=———-: 294 490 : 1,471 : 583" 27 3,292
1979--——- : 315 : 595 : 1,328 : 483 : 198 : 2,091
1980--—-~ : 271 : 378 : 1,278 : <K?Dos : 112 : 9,296
1981————-: 450 : 394 1,214 127 : 11,218

1977 ————=: 249 : 220 : 601 : \<§£§§ : 7,805

1978————-~ : 430 : 238 : <R27 : Qiizﬁ 930 : 5,429

1979~———=~: 550 : 321 : 707 : 264 3,780

1980~==~~: 530 : 238 : 6 159 : 18,176

1981———— : 905 : 259 : <§§§Z§;><> 184 : 19,181
Source: Compiled from off1c1a1 stat f th \igébartment of Commerce.

SR
Q@‘%
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The Question of Material Injury or the Threat of Material Injury

The Commerce Department letters of June 8, 1982, and August 9, 1982,
provided the Commission with the "most current information"” available on EC
export subsidies of the subject dairy products to the United States. The
letters state that subsidies are not currently in effect and that the EC has
not made restitution payments on exports to the United States since July 12,
1974. The Commerce Department letters note that, although\subsidies currently
are not in effect, "the countervailable program of EC restitukion payments
remains in effect...[and] the benefit to these dairy. prod resume at
any time." EC restitution payments on exports of da¥r (
other than the United States have varied in recent y sde sedtion on EC
and world dairy prices).

Prices

U.S. dairy prices.--Prices for the(major products being considered under
this investigation are presented in tab! During 1977-81, domestic
prices for three of the major dairy prod this in tigation—--fluid
milk, NFDM, and butter--increased b 8 to cent

The prices for these product rongly af g:z; by the dairy
price-support program which i i ket for farmer's milk

at a target price. When mark in balance as in 1977,

the market price (8.49 cent ;% Q§z§;§ exceed the support level
(8.26 cents per pound). Hg?::- i liies exceed demand, as they
have since 1979, the m i e support-price level and the
support price (13.1 ¢ i ay even exceed the market price
(12.8 cents per_po .

&
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Table 17.--Domestic and foreign dairy prices for selected products, 1977-81

(Per pound)

fFluid milkf Condensedi : : i : Whey
" used for ° and : Nonfat : : : Whey : powder
Year : :evaporated: dry : Butter : Yoghurt : wder, :used for
manufac- X .
Y turi : milk : milk : : : e le : animal
Uring . and cream: feed
Domestic dairy product prices <& <§:>
1977-——-: $0.09 : $0.66 : $0.68 @ -
1978———-: .10 : 72 .71 .13 $0.16
1979-——-: A1 .82 : .80 .09 : .13
1980~—--: 12 .89 : .94 14 11
1981--—-: .13 94 .94 A7 14
Imported dairy §§33uc£\1Q5§g§§ Q(lﬁ\\\\
1977----: -t $0.40 : % -
1978-——-: - .60 : - -
1979—-—-: - 47 -
1980----: - .59 : : : - -
1981-——-: - .36 d : - -
{%%ggéséggggég;iy %giéigﬁﬂ imported price

1977-——-: 4 $0.27 : - - -

' Q»48 : <25 : - - -
: .51 ¢ .36 : - - -
.56 : .24 - - -

.58 : .32 - - -

Xnyé tlc pric <szmplled from off1c1a1 statistics of the U S.
nt griculture; imported prices, compiled from official statistics
of U.S. Department of Commerce.
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The price support program is carried out by USDA purchasing three
manufactured dairy products that can be stored for several years--butter,
nonfat dry milk, and Cheddar cheese. Two of the products purchased by USDA,
butter and NFDM, are included in this investigation. The support prices for
butter and NFDM and their market prices since 1977 are shown in table 4.

Although price data exist for some of the other prod
investigation, price series for all of the products are not\ayailable. The
available price series for other products being consider {
investigation are included injtable 17.

Because the supported price of whole milk S ction costs of
all dairy products up in times of oversupply, ts are to some
supply exceeds
demand, even though they may not be directly purchased by USDA. Hence, as
shown in table 17, the prices for non-UBDA)purchased items, such as

prices of the three USDA-purchased producgk wever, e prices of other
the priCexsupport program.
The price of yoghurt, for example, 1 s th rcent during
1977-81, and the price of whey peo ed for anhﬂ ed fell from 16 cents
per pound to 14 cents per po vea ]@78 an he lower price
increase of yoghurt is partl lained\by the ice\pfemium that this product
attained during the years gr in the 1970's.
Recently, with increasing t market, prices have not
grown as rapidly as prew e of whey--a byproduct of
cheese—--is partly expl in production of cheese in the
1970's and the con ; hey on the market.

Dairy iéggig pri or some of the imported products

are also presented in table 17. The

being considered in this)inve

the )prices oR\im ed condensed or evaporated milk and

i Nd b er have been lower than domestic prices.
<

specialty cheeses, U.S. dairy product prices
he international market for dairy products

stic production in 1977-81. For example, U.S. imports
nost widely traded dairy products, NFDM and butter, which entered at
their maximum allowable levels under the quota in 1981, equaled only 0.2
ercent of domestic NFDM production and 0.06 percent of domestic butter
production.

}j Some nonquota specialty cheeses such as Stilton, Goya, Nokkelost,
Gammelost, and soft-ripened cow's milk and goat's milk cheeses are covered in
this investigation. 1In general the quantity of these cheeses imported is
greater than the level of domestic production. Probably the largest category
of such cheeses is soft-ripened cow's milk cheese. : )
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EC and world dairy prices.——EC domestic prices for dairy products are
influenced by the EC dairy price-support program, which works similarly to the
U.S. program. Table 18 compares EC prices of NFDM and butter, as represented
by the EC intervention price, i.e., the EC support price, with estimated world
prices and the U.S. support prices for the two products. The table also shows
the per unit EC refunds to EC exporters of NFDM and butter. This is the
amount given to EC exporters so they can export at competitive p es to
foreign markets——and the unit value of U.S. imports of nonfat dry k and
butter from the EC.

prices has been growing.

The world price of NFDM and butter has been\ t0Onsi ow the U.S.
price. From 1979 until the present, the 1d price of y has been
less than half the U.S. price. For butter t ’ om

approximately half to two-thirds the U.
<
reatly. nj\some years the
gnt i has reduced the EC

refund, after it is subtracted fr i énti i%g,
export price to a level below the i %iigg opme” years the export

The level of the EC refund has

price has been above the worl

The unit value of bu
EC generally has be
U.S. market prices.
both the U.S. price
The unit value for U.

T
rvention prices and below the
imports from the EC was below
rice in all years except 1979.

S.
terven

imperts the EC was below both the U.S.

pr n 80 and January-June 1982. 1/

th
lue of
T

price and t C interve %
The Eurgpéan~C: nity's CommQu cultural Policy for Milk and Milk Products
N\
g for\nd nsists of a price system to guarantee minimum
P product an intervention system by which the member
g0 ase dairy commodities to maintain the target price. The EC
also > he domestic market with variable levies on imports of dairy

products and encourages the export of surplus commodities with refunds.

lj Witnesses at the hearing allege that the low unit value of imports of
dairy products from the EC relative to the EC intervention prices is proof of
subsidization (tramscript of hearing, pp. 5, 11-12, and 22-24).
' A-48
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Target and intervention prices.--To ensure a minimum price to milk
producers, and hence to safeguard a minimum income for producers of milk, the
- EC establishes a target price for milk delivered to dairies. To achieve the

target price, the EC member states agree to buy certain dairy products made of
milk--butter and NFDM, and in Ttaly, also certain cheeses——-at intervention

prices (see section on prices). Because of persistent surpluse
products, the intervention prices normally become the market pric
selected products.

Butter, NFDM, and certain cheeses not sold on the ordi
purchased by the intervention agencies. These produc
in ways to minimize the effect on Community dairy p

rices, the EC

applies a variable levy to imports of dairy praduet Apart from some special
situations when the levy does not applyg the 1 set at vel to bring
the price of imports up to a price, spegifiigifo eaclh dai oduct, which is

f surplusidairy products, the EC
g the difference between
gye&ls for dairy products,
prices, are issued by the
¢h product are the same for
differentiated to meet price
1so include provisions for
orters can make contracts over a

consistent with the target and intervention prices. Thi dce” keeps
low-priced imports from disrupting th u Eﬁ's price t program.
e ts
y du

all EC exporters. 1In
levels in various

gram,\\]970-81.--During the 1970's, high EC

e\ encouraged increased production of milk and

At the same time, the resulting high

consumption and led to a buildup of large

r. The high level of milk production and the

products from the 1970's carried over into the

A es in the dairy sector, including price supports,
d programs, amounted to over $4.1 billion in

Y. l/ he Community has used export refunds of over $2.3 billion in 1981

5ell surplus dairy products abroad.

!

EC production, consumption, and exports of dairy products are shown in
table 19. EC production of fluid milk delivered to dairies rose from
89,506,000 tons in 1974 to 106,625,000 tons in 1981, representing a 19-percent
increase. This increase is reflected in the production of NFDM which rose
from 1,983,000 tons in 1974 to 2,385,000 tons in 1978, representing a
20-percent increase. In 1979-81, because of more moderate increases in price
supports than in earlier years, EC nonfat dry milk production declined
slightly, but still remained far above EC consumption of NFDM; in 1981, EC
production of NFDM exceeded EC consumption of the product by 35 percent.

1/ Subsidized disposal of milk products. ' A-50
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EC production of butter rose from 1,833,000 tons in 1974 to a high of
2,207,000 tons in 1979, an increase of 20 percent. Tn 1980/81, EC butter
production fell slightly in response to lower increases in support price
levels. But, EC butter production still far exceeded EC consumption of butter
in 1981; during the year, EC dairies produced 23 percent more butter than EC
consumers purchased.

EC cheese production has increased steadily over most o
28 percent from 3,172,000 tons in 1974 to 4,074,000 tons i

1974-81, growing
Unlike the
onsumption
7 percent

of cheese increased 3 percent in 1979, 2 percent in 19 }
ess than EC

in 1981. Still, EC consumption of cheese in 19
production.

Using export refunds to encourage sales abro the has succeeded in
reducing surplus stocks of NFDM and but tremely high levels
reached during the 1970's; from 1,500,0 ons of NFDM and 281,000 tons of
butter in 1976 to 407,000 tous of NFDM ] 1h900 tons of butter in 1981.
Reflecting this fall in stocks, EGrexport e than tripled
since 1975, and EC exports of buttex\have 1 sed s es over their

1975 level. 1In 1981, the EC exported\$06,00 tons&§i§§>o DM and butter,

over one quarter of EC producti-q<;§ se produ
&
The Question o a f Im

Program

the Price-Support
Dep §§§§§y Agriculture
3 ﬁiZ;é;}uires the Commission, in the
case of agricultu 5 s y increased burden on Government
income or prie Prog ent costs of the price-support
program on 2ed rapidly in recent years (see separate

section of program). Legislation effective October
Agriculture to assess a fee of 50 cents

t there currently are no net subsidies and that there

a2 béen no subsidies since July 12, 1974. Witnesses at the hearing allege
that all of the products included as subjects of the investigation are
subsidized, that annual imports of such prgducts into the United States are
quivalent to 242 million pounds of milk, and that price-support purchases of
an equivalent amount of dairy products cost the U.S. Government $38 million. }/

1/ Transcript of hearing, p. 6.
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223 [T.D. 75-112-113

director”’, will have the effect of conforming the Customs Regulations
with the Customs delegation orders currently in effect.

Accordingly, the first sentence of section 162.2 of the Customs
Regulations (19 CFR 162.2) is amended to read as follows:

§162.2 Examination of importer and others.

The citation of a person to appear and testify pursuant to seg
tion 509, Tariff Act of 1930, as amended (19 U.S.C. 1509)
authorizing such examination, shall be in writing and-si
the appropriate Customs officer. * * *

(R.S. 251, as amended, secs. 509, 624, 46 Stat. 733, as amen 19 U.

66, 1509, 1624))

Because this amendment conforms the regulations
Delegation Order and relates to agency mahag &m% notice and
public procedure thereon is found to be 38 ‘% good ca
exists for dispensing with a delayed effec nde ‘.‘. provi
of 5 U.S.C. 553.

Effective date. This amendment sha.

tion in the Federal Register.
(ADM-9-03)

Approved May

1930, as amended, by reason of the payment or bestowal of a bounty or grant
upon the manufacture, production or exportation of dairy products from
France, the United Kingdom, West Germany, Luxembourg, Ireland, the
Netherlands, Denmark, Italy and Belgium !
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DEPARTMENT OF THE TREASURY,
OFrricE oF THE COMMISSIONER OF CUSTOMS,
Washington,

TITLE 19—CUSTOMS DUTIES '
Cuaprer I—UnNrrep StaTES Customs SERV? %
PART 159-LIQUIDATION OF DU &X
ount

ailing

On February 14, 1975, a “Notice of Prelimina
Duty Determination’ was published in the
6791). The notice stated that it had bee
payments are being made, directly or

Germany, Luxembourg, Ireland, Netherlands
and Belgium), upon the manufae

termin@ %‘ﬁe
mati ived, it has been deter-
i oducts from the European

ts within the meaning of
ended (19 U.S.C. 1303).
at dairy products imported
ean Communities, if entered, or

of section 303 of the Tari
The notice provided i
publication to submit
with respect to the prelj

After considergti
mined thuat
Co iti

gister, will be subject to payment of
bo the net amount of any bounty or grant
to have been paid or bestowed. Those dairy
subject of this order are set forth in the

urrently aresubjeéct to the payment or bestowal of bounties or grants
by virtue of export restitution payments.

In accordance with section 303, the net amount of the bounties or
grants has been ascertained and determined, or estimated, to be the
refunds referred to in Article 17 or Regulation (EEC) No. 804/68
applicable on the exportation of dairy products from the member
states, as set forth by the regulations of the European Communities
as published in the Official Journal of The European Communities.
To the extent that it has been or can be established to the satisfaction
of the Commissioner of Customs that imports of dairy products from
the European Communities are subject to a bounty or grant in an
amount other than that applicable under the above declaration, the
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- amount so established shall be assessed and collected on imports of
guch dairy products.

Effective on or after the date of publication of this notice in the
Federal Register and until further notice, upon the entry for consump-
tion or withdrawal from warehouse for consumption of such dutiable
dairy products imported directly from the European Commumtles,

which benefit from these bounties or grants, there shall be collecte
addition to any other duties estimated or determined to be due, coun
tervailing duties in the amount ascertained in accordance with t X

above declaration.
The liquidation of all entries for consumption or wit.
warehouse for consumption of such dutiable dairy products im
directly from the European Communities; which bene
bounties or grants and are subject to this order,
nding declarations of the net amounts of the bounte
Notwithstanding the above, a notice of ‘“¥¥ai
Duties’’ is being published concurrently with
with section 303(d) of the Tariff Act of 1930

vailing duties which will be requi
drawal from warehouse, for cons
to the payment of counterva

gium. The col
words “Dau'y
(United K

rance Great Bntam
, Ireland, the Nether-

r.\ b eclared—Rate’”’ in the column

u ; 46 Stal. 687, 759, 88 Stat. 2050; 19

VERNON D. ACREE,

Commassioner of Customs.
!
Approved May 12, 1975,

Davip R. MacponaLp,
Assistant Secretary of the Treasury.

[Published in the Federal Register May 19, 1975 (40 FR 21719)]
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APPENDIX

I. Dairy Propucts CUrRrRENTLY RECEIVING RESTITUTION

PayMENTS FOR ExpoRT TO THE U.S.

Common
External
Tariff

No. General Description

04.04 Cheese & curd
ex. C. Blue-veined cheese, not
dered, other than Roque

D. Processed cheese not grated or
I1. Other, of a fat :

ex. 1{No
matter

i

Of20
‘{ab- more & of a fat

X
weight, in the dry

ss than 209,
Of 20% or more but

< (33) Of 40 9 or more
x. 2. Exceeding 489, & of a dry

matter content, by weight:

(aa) Of 339, or more but less
than 389,
(bb) Of 389, or more but less
than 439,
(cc) Of 439 or more but less
than 469, _
(dd) Of 469, or more & of a fat
content, by weight, in the dry
matter:

(11) Less than 559,

(22) Of 55%, or more

b.) Exceeding 36%,

See footnotes at end of table.

4410-10!

4410-20!
4410-30!

4410-40*

4410-50 *
4410-60 *

4510-10"'
4510-20 '

4510-30*

4510-40!
4510-50*
4610-00*
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- 1. Dairy Prooucts CurrReNTLY RECEIVING REsTiTUTION PAY-
MENTS FOR ExPorT To THE U.S.—Continued

Common

External

Tariff E.C.
No. General Description Code
04.04 Cheese & curd—Continued

E. Other:

I. Not grated or powdered, of a fat con- ©
tent, by weight, not exceeding 40%, &
water content, calculated by weight
the non-fatty matter:

ex. a.) Not exceeding 479,

(1) Grana, Parmigiano 4710-11
(2) Fiore Sardo, Pecorind 4710-16
in the dry matter 4710~
b.) Exceeding 47%
729,

(dd) Of 39

512044

5120-54
5120-58
, of a fat con-
, of 309, or more 5120-59
2, of a water content cal-
\by weight of the non-fatty
sxceeding 629, but not ex-
g 729, in containers holding
5120-80
88) Other, of a water content, cal-
culated by weight, of the non-fatty
matter:
(aaa.) Exceeding 47%, tbut not
exceeding 529, 5120-86 2
(bbb.) Exceeding 52%, but not
exceeding 629, 5120-91 8

8ee footnotes at end of table.
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I. Dairy Propucrs CurrentLY REecervineé REestiTuTION
~ PaymenTs For ExprorT To THE U.S.—Continued
Common
External
Tariff )
No. General Description
04.04 Cheese & curd—Continued <
II. Other
ex. a.) Grated or powdered

by weight:
(1) Of 809 o

859, 5310-10 *

(2) of or mo
959, 0-21 *
5310-30 ¢
II. ScuEDULE oF D FERNAL TARIFF
No. nor Pr PAYMENTS

orage; other preparations of a kind
animal feeding, which might include
nilk products

1 Processed cheese includes specialty and exotic cheeses for table use only such as garlic and spiced cheese,
smoked cheese, cheese spreads, and like specialty products. These cheeses are not for further processing
except for preparation for retail sales.

3 Including other hard Italian table cheeses.
8 Including Camebert, Brie, Port S8alut, Limburger.
4 Excluding those cheeses processed from Swiss or American type checses.
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(T.D. 75-114)

Waiver of Counterrailing Duties—Dairy Products from France, the
United Kingdom, West Germany, Luzembourg, Ireland, the
Netherlands, Denmark, Italy and Belgium

Determination under section 303(d), Tariff Act of 1930, as amended,
to waive contervailing duties

TITLE 19—CUSTOMS DUTIES

paid or bestowed, directly or indi
duction, or exportation of dairy p
munities (consisting of France, the
Luxembourg, Ireland, the Netherla
Section 303(d) of the Tariff-A

S Secretary
ailing duties
of enactment of

en educe substantially or
rse effect of a bounty or

natioria] trade; and .
(3) the imposition of the additional duty under this section with

respect to such article or merchandise would be likely to seriously

jeopardize the satisfactory completion of such negotiations.

The European Community has taken action to suspend restitution
payments on the following cheeses: Colby and Monterey (EC Code

&
DEPARTMENT OF THE TREASURY,
Washington, D.C., May 12 9%&\
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5120-83); Industrial cheese for processing (EC Codes 5120-11,
512015, 5120-21); Emmenthaler and Gruyere (EC Code 380 .
Restitution payments on cheddar cheese (EC Code 4850-00) a
on other dairy products, other than cheese, have been suspende
since at least July 1974 anq continue in a state of susgension,
view of the above, and based upon analysis of all relevan
and consultation ‘with interested agencies, I have
the steps taken are adequate to reduce -substa
effect of the bounties or grants.

After consulting with appropriate agencies, includi
ment of State, the Office of the Special Rep
Negotiations, and the Department of Agri
that there is a reasonable prospect that,
Trade Act of 1974, successful trad
with foreign countries or instrumenta
or elimination of barriers to or otherdi
and 2) that the imposition
from the European Commu
ardize the satisfactory co

Accordingly, pursuant
(19 U.S.C. 1303(d)),

of the Congress of the United
the Tariff Act of 1930 (19 U.S.C.
intervailing duties will, in any event,
and effect on January 4, 1979.

gceurs first, countervailing duties will be assessable on dairy products
imported directly or indirectly from the European Communities in
accordance with T.D. 75-113, published concurrently with this
determination. }

The table in section 159.47(f) of the Customs Regulations (19
CFR 159.47(f)) is amended by inserting after the last entry for
France, the United Kingdom, West Germany, Luxembourg, Ireland,
the Netherlands, Denmark, Italy, and Belgium under the commodity
heading “Dairy Products”, the number of this Treasury Decision in
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the column headjﬁ'g “Treasury Decision”, and the words “Imposition
of countervailing duties waived” in the column headed ‘“‘Action”.

(R.S. 251, secs. 303, as amended, 624; 46 Stat. 637, 759, 88 Stat. 2051, 2052; 19
U.S.C. 66, 1303, as amended, 1624).

(APP-4-05)

Davip R. MacponaLD,

(T.D. 75-115)

Assistant Secretary of the Treas@ury.
[Published in the Federal Register May 19, 1975 (40 FR 21720@

Synopses of drawback decis

DEPARTMENT OF THE ']
Orrice oF THE CoM IONER O}
Washingt .C.,

The following are synopses ¢
issued November 27, 1974, to
sections 22.1 and 22.5, inclusjve

(DRA-1-09)

R 'LEHMAN,

0
L»‘ [ ommassioner,
%q ions and Rulings.

:ﬂ ~>Manufactured under section
Diwy, Adlied Thermal Corp., New Britain,
\3\%\’ d rolled steel coils.
mufacture'd on and after October 20,
Nafter November 22, 1974. :
ommissioner of Customs, Boston, Mass.,

B) Breakfast cereals—T.D. 72-121-G, as amended by T.D.’s
74-95-M, 74-149-K, 74-217-S, 74-279-L, and 74-300-U,.covering,
among other things, breakfast cereals, manufactured under section
1313(b) by General Mills, Inc., Minneapolis, Minn., at its factories
located at Minneapolis (two) and Duluth, Minn.; Carlisle, ITowa;
Buffalo, N.Y.; Los Angeles and Vallejo, Calif.; Chicago, Ill;; Great

A-62



A-63

@
co T S{OF JANUARY 4, 1980,
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