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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
Washington, September 1, 1961.

To the President:

Pursuant to your request, the U.S. Tariff Commission has made an
investigation under section 22(d) o? the Agricultural Adjustment Act, as
amended, supplemental to its investigation No. 6 under section 22 of the
said act, to determine whether the existing import quotas on

blue-mold (except Stilton) cheese, and cheese and
substitutes for cheese containing, or processed

from, blue-mold cheese Zﬁereinafter referred to
collectively as blue-mold cheese/; and Cheddar cheese,

and cheese and substitutes for cheese containing, or

processed from, Cheddar cheese Zﬁereinafter referred

to collectively as Cheddar cheesg7,
established by Proclamation No. 3019 of June 8, 1953 (3 CFR, 1949-1953
Comp., p. 189), or either of such quotas, should be enlarged or elimi-
nated, and herein reports the results thereof.

Notice of the institution of the supplemental investigation was

given by posting a copy of the notice at the office of the Commission in

Washington, D.C., and at its office in New York City, and by publication

in the Federal Register (26 F.R. L978) and in the June 1, 1961, issue of

Treasury Decisions., Copies of the notice were also sent to press associa-

tions, to trade and similar organizations of‘producers, and to importers,
known by the Commission to have an interest in the subject matter of the
supplemental investigation. Said notice included a notice of a public
hearing to be held in connection with the supplemental investigation;

the hearing was duly held on July 18, 19, and 20, 1961, and all interested

parties were given opportunity to be present, to produce evidence, and to



be heard at such hearing. In addition to the information submitted at
the hearing, the Commission obtained information pertinent to the
supplemental investigation from its files, from briefs of interested
parties, from the U.S. Department of Agriculture, and from other appro-

priate sources.
Finding

On the basis of the supplemental investigation, including the hear-
ing, the Commission finds i/ that the circumstances which led to the
imposition of the existing quotas on biue—mold cheese and on Cheddar
cheese by Proclamation No. 3019 of June 8, 1953, as amended, have not so
changed that either of the said quotas could be enlarged or eliminated
without resulting in material interference with the price-support program
of the Department of Agriculture with respect to milk and butterfat,

Accordingly, the Commission makes no recommendation for the modification

or the elimination of either of the said quotas,
Considerations Bearing on the Foregoing Finding

Introduction

This investigation was instituted by the Tariff Commission on May 31

b

1961, at the request of the President, and was undertaken under the

authority of section 22(d) of the Agricultural Adjustment Act, as amended

)

;/ Because of a vacancy, only five Commissioners are in office. Of
these five, only three Commissioners participated in the decision in this
case, Commissioner Talbot being absent on leave and Commissioner Overton
being absent because of illness.



for the sole purpose of determining whether the quotas on blue-mold and
Cheddar cheeses, or either one of them, "should be enlarged or eliminated."

Investigation No. 6,to which this investigation is supplemental, was
instituted at the request of the President because section 104 of the
Defense Production Act of 1950, as amended, was scheduled to expire on
June 30, 1953. The importation of the cheeses herein considered, as well
as that of other dairy products, had been restricted under the provisions
of section 10L. The Commission determined that, if section 104 should
expire, the impoéition of similar restrictions under section 22 would be
necessary to prevent certain dairy products from being imported into the
United States under such conditions and in such quantities as to render
or tend to render ineffective, or materially interfere with, the U.S.
Department: of Agriculture's price-support program for farm-produced milk
and butterfat, or to reduce substantially the amount of certain dairy
products processed from such price-supportéd products. The annual import
quotas recommended by the Tariff Commission in that section 22 investiga-
tion were proclaimed by the President on June 8, 1953, to become effective
July 1, 1953, if section 104 should expire as scheduled. Y

The Tariff Commission has conducted several supplementary investi-
gations on specific dairy products since 1953. In July 1955 it rejected

the request for modification of the June 1953 proclamation with respect

1/ T.D. 53289. Sec. 10L of the Defense Production Act of 1950, as
amended, did expire as scheduled on June 30, 1953, and the proclaimed
restrictions under sec., 22 went into effect the following day.



to the definition of Italian-type cheeses., l/ In March 1957 the Commis-
sion recommended a quota on butter substitutes, including butter oil,
containing L5 percent or more of butterfat, éﬁd in July 1957 it recommended
an embargo on certain articles containing LS percent or more either of
butterfat, or of a combination of butterfat and other fat or oil. The
President issued proclamations providing for the imposition of quotas

for the remainder of 1957 and for subsequent years on the aforementioned
butter substitutes, 2/ and for the prohibition, effective August 8, 1957,
of the importation of certain other articles containing butterfat. 2/

In April 1960 the Commission recommended an increase in the quotas
on Italian-type and Edam and Gouda cheeses following its investigation
on them, because it found that the dairy situation had improved to such
an extent that liberalization of the import quotas would not adversely
affect the price-support program for milk and butterfat. The annual
import quota for certain Italian-type cheeses was subsequently increased
by 2,300,000 pounds, and the import quota for,Edam and Gouda cheese by

4,600,200 pounds effective July 1, 1960. é/ Imports for the 12-month

1/ The modifications suggested by the Department of Agriculture as be-
ing necessary could not, in any event, have been made pursuant to the
1955 investigation, because they would have involved the imposition of
import restrictions on products not then subject to restriction, an action
which cannot be taken on the basis of a supplemental investigation; a new
proceeding under sec. 22 would be required to permit such an action.

2/ T.D. 5L3LS; proclamation dated Apr. 15, 1957.

3/ T.D. SLL16; proclamation dated Aug. 7, 1957. Excluded from the
embargo were (1) articles the importation of which was restricted pursuant
to existing sec. 22 quotas; (2) cheeses the importation of which was not
restricted by quotas established pursuant to sec. 22; (3) evaporated milk
and condensed milk; (L) products imported packaged for distribution in
the retail trade and ready for use by the purchaser at retail for an
edible purpose or in the preparation of an edible article; (5) articles
containing butterfat and other fat or oil, if the importer establishes to
the satisfaction of the collector of customs that the butterfat content
thereof is less than L5 percent.

L/ 25 F.R. L343, May 17, 1960.



period ending June 30, 1961, increased 9.6 percent for Italian-type and
57 percent for Edam and Gouda cheeses over those in the comparable
period a year earlier. The unused import quotas amounted to 3.6 million
pounds for Italian-type cheese and 2.5 million pounds for Edam and Gouda
cheese for the quota year ending June 30, 1961. Although precise data
are not available it appears that the domestic production of Italian
hard-type cheese also increased duriné this period.

" Many important dairy products are not subject to section 22 import
quotas. Among tﬁese are fluid milk, cream, and buttermilk, which are
perishable and difficult to ship; condensed and evapofated milk, which
the United States exports in appreciable quantities; and specialty
cheeses such as Roquefort and other sheep's-milk cheeses, of which there
is no knownh commercial production in the United States. Import quotas
apply to most dried milk products, butter (including butter oil),
Italian-type cheeses made from cow's milk,lEdam and Gouda cheeses, blue-
mold cheese, and Cheddar cheese. The milk,equivalent of all the section
22 quotas presently in effect on dairy products is 273 million pounds,
equal to aboﬁt 0.2 percent of total milk production in the United States
in 1960, 0.4 percent of such milk used in manufactured dairy products,
and 9 percent of the 1960 Government price-support purchases.

Customs treatment ‘

Import duties.--The tariff classifications for the cheeses which are

the subject of this section 22 investigation are provided for in para-
graph 710 of the Tariff Act of 1930, as modified. The principal provi-

sions are as follows:



Tariff classification Current rate of duty

Blue-mold cheese, in original loaves,

valued over 20¢ per pound-w=——-—=-—- 15% ad valorem
Cheddar cheese, not processed other-

wise than by division into pieces, ‘

valued over 20¢ per pound-—-—————==—= 15% ad valorem
Other cheese and substitutes for

cheese (including that containing

or processed from either blue-mold

or Cheddar cheese), 1/ valued over : :

25¢ per pound —— ~- 20% ad valorem

1/ Includes blue-mold cheese not in original loaves.

These are the current rates of duty applicable to almost all the
blue-mold and Cheddar cheese that is imported. A rate of 3 cents a poﬁnd
is provided for blue-mold cheese in original loaves and Cheddar cheese
not processed other than by division into pieces, when valued at not over
20 cents a pound; and a rate of 5 cents a pound is provided for other
cheese and‘sybstitutes for.cheese when valued at not over 25 cents a
pound. (Imports of the latter have been very small.) All the duty rates
previoﬁsly mentioned are reduced rates pursuant to trade agreement. The
original (statutory) rate of 7 cents per pound but not less than 35 per-
cent ad valorem would apply to imports from Communist-dominated nations
or areas designated by the President pursuant to section 5 of the Trade
Agreements Extension Act of 1951, but there have been no imports from
such nations or areas since World War II. .

Quotas.--The following section 22 import quotas, which are still in
effect without modification,were proclaimed by the President in June 1953
on blue-mold and Cheddar cheeses for each subsequent 12-month period

beginning July 1:



Ttem ‘ Quantity (pounds)

Blue-mold (except Stilton) cheese,

and cheese and substitutes for

cheese containing, or processed

from, blue-mold cheese=-——=—=——mm————m 4,167,000
Cheddar cheese, and cheese and

substitutes for cheese containing,

or processed from, Cheddar cheese----- 2,780,100

Licensing arrangements ‘

The Presidential proclamation of June 1953 imposed quantitative
limitations on imports of blue-mold and Cheddar cheeses from all countries.
It directed the Secretary of Agriculture to license imports under regu-
iations that would provide an equitable distribution among importers and
users énd to allocate the shares among supplying countries in proportion
to the amounts supplied during a representative period. The Secretary
was further directed not to issue licenses in excess of the established
quotas, and during the first L months and the firsﬁ 8 months of each
quota year, to limit the licenses to one-tﬁird and two-thirds, respec-
tively, of these quotas. )

The Administfative regulations established by the U.S. Department éf
Agriculture pursuant to the above-mentioned Presidential proclamation are
found in part 6 of title 7 of the Code of Federal Regulations. l/ These
regulations set forth in considerable detail the policiés and procedures
to be followed with regard to applications for and issuance of import

licenses. The quota base for all importers of cheese is established

generally on the basis of their imports during the period January 1, 1948,

l/ There has been one recent modification, which reinstates the require-
ment for "through bills" of lading.



through December 31, 1950, or, if they did not import during the foregoing
period, during the period January 1, 1951, through August 8, 1951. The
licenses are usually issued for a specified class of cheese imported

directly from a specific country through a specified port of entry. The
licenses may not be transferred or assigned except as authorized in writing

by the Department of Agriculture. With regard to blue-mold and Cheddar cheese,
. the regulations contain only a nominal provision for the entrance of new
importers. Under certain conditions of hardship importers are permitted

to shift their allocations, in part, from one country of supply to another.

Description of products

Blue-mold cheese,-~Blue-mold cheese is a semisoft blue-~veined cheese

made from cow's milk, The milk or the curd is inoculated with Penicillum

roqueforti mold and cured for at least 60 days at controlled temperatures

and humidity, which gives it its characteristic flavor and color. Gorgon-
zola and Stilton are types of blue-mold cheese; only the former is subject
"to the import quota.

Standards established by the U.S. Food and Drug Administration require
that to be marked blue-mold cheese the product must contain not more than
46 percent moisture and not less than 50 percent milkfat on a dry-weight
basis. The U.S. Bureau of Customs has ruled, however, that imitation blue-
mold cheese containing slightly less than 50 pe?cent milkfat on a dry-
weight basis is subject to the quota and the duty under paragraph 710 of
the Tariff Act of 1930, as modified, pertaining to blue-mold cheesé° The
U.S. Department of Agriculture has not established any quality standards
on this cheese,

Blue-mold cheese is usually imported in round loaves weighing 5 to 6 pounds

each. A very small proportion enters in small individually wrapped packages.



Cheddar cheese.--Cheddar cheese is a firm cheese normally of yel-

lowish-orange color made from cow's milk by the Cheddar process. It
should contain not more than 39 percent moisture and not less than 50
percent milkfat on a dry-weight basis. It is usually imported in the
form of cheddars (large wheels weighing 80 to 90 pounds). While it could
also be imported in process form by itself or in mixtures with other

» products (i.e., cheese and substitutes for cheese containing or processed
from Cheddar cheese), little, if any, has been imported in this form in
recent years. H§wever, process Cheddar cheese 1 is produced and consumed
in the United States in large quantities.

Standards applicable to both domestic and imported Cheddar cheese
have been established by the U.S. Department of Agriculture. Such stand-
ards differentiate this cheese not only by quality (i.e., grades AA, A, B,
and C) but also by age (fresh, medium-cured, and aged). Most of the
Cheddar cheese consumed in the United States is not graded by the Federal
Government, but practically all of the Cheddar cheese produced in Wisconsin
is graded by that State.

The domestic dairy situation and the price-support program

Milk production by area,--The regional production of milk for sale

to consumers in fluid form is roughly proportional to the geographical
distribution of population throughout the United States. This wide
distribution of productive facilities exists because of the perishable

and bulky nature of the product. Milk for fluid use, and that used on

}/‘Prbcess cheese is made by grinding and mixing together several lots
of one or more varieties of cheese, Processing also involves heating,
stirring, and the addition of emulsifying ingredients.
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farms where it 1s produced, have accounted for slightly more than Half
of total production in recent years (table 1).

Milk not used for fluid consumption or fed to animals on farms
where it is produced, is utilized for butter, cheese, nonfat dry milk;
and other manufactured dairy products. In contrast to the situation
with regard to milk production for fluid use, milk production for manu-
facturing purposes is concentrated in a few States. The North Central
Region produced and utilized 69 percent of all the whole milk used for
manufacturing in‘1960. Wisconsin, Minnesota, and Iowa together
accounted for more than half of tﬁe domestic production of butter,
Cheddar cheese, and nonfat dry milk in that year.

Price-support program

In many milk sheds prices for milk for fluid use tend to be set at
specified premiums above the price of milk used for manufacturing. Be-
cause of the high correlation over a period'of time between the price of
milk for fluid use and that of milk for manufacturing purposes, the
Secretary of Agriculture is able to satisfy the mandatory requirement td
support prices of all milk produced in the United States, by purchasing
only three products--butter, Cheddar cheese, and nonfat dry milk. These
three products account for two-thirds of the milk used in manufactured
dairy products. Thus an unlimited purchase prdgram on these three

1/

products at specified prices = establishes an effective floor price on

;/ In practice the purchase prices for these three products are based
on historical gross processing margins (average spread between the cost
of the product and that of the milk used to produce it) and the support
objective for milk for manufacturing. '
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all milk for manufécturing. Further, this price-support procedure also
affects prices paid for fluid milk, because of the fairly rigid rela-
tionship that exists between prices of milk for manufacturing and those
of milk for fluid use.

The Agricultural Act of 1949, as amended, requires the Secretary of
Agriculture to support prices of milk and butterfat to producers at such
level not in excess of 90 percent nor less than 75 percent of the parity
price at the beginning of the marketiﬁg year as will assure consumers an
adequate supply éf dairy products. l/ This suppbrt objective is accom-
plished by announcing slightly in advance of the marketing year (beginning
April 1) prices at which the U.S. Department of Agriculture will purcﬁase
all the butter, Cheddar cheese, and nonfat dry milk which meet its speci-
fications.- These prices are so determined that they reflect the announced
level of price support to milk producers for manufacturing milk and
butterfat within the limits of 75 to 96 pércent of parity set by law,

Government purchase prices of the afqrementioned'three products in
comparison with market prices are reported for the past 8 years in |
table 2. The columns at the right under "Milk for manufacturing" serve
as a summary of price-support experience during this period. The pur--
chase prices of the three products combined determine the Commodity
Credit Corporation (CCC) support objective for milk for manufacturing

(second column from the right).

1/ There are actually two parity prices established by law. One relates
to all milk sold at wholesale by producers, and the other relates to the
butterfat in farm-separated cream sold by producers. They are calculated
by multiplying the parity index (compiled on the basis of costs of farmers'
purchases, interest rates, taxes, wage rates, etc.) by base prices for
milk and butterfat as defined by law. For administrative use in their
price-support operations the U.S. Department of Agriculture also determines
from the parity price of all milk sold at wholesale a parity equivalent

price for manufacturing milk. Announced support levels are usually snated
in terms of the parity equivalent price for manufacturing milk.
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Table 2 brings out clearly the central role the dairy price-support
program has played in determining market prices of milk and dairy prod-
ucts in the United States. As shown in that table, market prices of
each of the three products purchased under the support program have
usually remained close to Government purchase prices. Consequently,
market prices of milk for manufacturing (third column from the right)
were close to the support objective. The level of support (last column)
declined irregularly from 1956 to the middle of 1960, resulting in a
decline in the férm price of milk.

This downward trend in the level of support was reversed by the
passage of Public Law 86-799, effective September 16, 1960, and by the
actions of the Secretary in March and July 1961. The present support
objective of $3.L0 per hundredweight for milk for manufacturing is
11 percent higher than the price of $3.06 per hundredweight a year ago
and is the highest support price since 1953. Commercial demand for the
three products purchased under the program had caused market prices to
rise above support levels in 1959 and 1960, but such market prices were
not as high as the level of Government purchase prices established in
July 1961. Consequently, as Government purchase prices were raised above
market prices in 1961, increased amounts of these three products were
offered to and purchased by the CCC. These Go¥ernment purchases removed
most of the surplus supplies of these three préducts frém the market and
caused market prices to rise toward the level of Government purchase
prices. Prices of milk for manufacturing received by producers weakened

slightly during the spring of 1961 and have been at the support objective
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level since it was increased by the action of the Secretary in March 1961:
On July 18, Government purchase prices for Cheddar cheese and nonfat dry
milk were increased slightly to bring market prices of manufacturing milk
up to its announced support objective of $3.40 per hundredweight.

Milk broduction declined from its wartime peak to 115 billion pounds
in 1951 and 1952, and then increased ‘irregularly to 125 billion pounds in
1956 and 1957 (table 6). The reduction in supports in 1958-59 (table 2),
together with sharply rising beef cattle prices‘in 1957 and 1958, was
accompanied by ; 2~year decline in milk production. It did not turn up-
ward again until 1960. With the recent increases in the level of price
supports and with continued favorable milk-feed price relationships,
prospects are for production in 1961 to exceed 124 billion pounds--

1 percent above that in 1960.

. Milk producers made several fundamentgl changes in their operations
during the past decade. They have continued to produce more milk with
fewer coﬁs; output per cow, which was about 5,000 pounds in 1947, reached
6,000 pounds in 1956 and 7,000 pounds in 1960. Dairy farmers have been
able to accomplish this because of persistent progress in disease con-
trol, breeding practices, feeding, and management. The farmers remain-
ing in'daifying have continued to expand, and specialize their opera-
tions in order to take advantagefof.improveméntsmin technology, to gain
access to befter markets, and to offset rising costs. The number of
farmers that have remained in dairying during the past decade has been
reduced by almost 50 percent. Dairymen have continued to shift to cows

producing milk of lower butterfat test and to market a larger proportion
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of their production as whole milk rather than as farm-separated cream.
Consequently, the proportion of solids-not-fat to milkfat in the total
milk production delivered to market has increased appreciably each year.
Notwithstanding the strong demand for cheese, the per capita con-
sumption of milk in all forms has been declining in the United States.
The decline is more pronounced for products high in milkfat than for
products high in solids-not-fat. These changes in consumer demand on a
year-to-year basis have been small but pefsistent, so that over a period
of years their iﬂpact has been significant. In 1960, per capita con-
sumption of milkfat in all forms was 25 pounds compared with 30 pounds
10 years before, while per capita consumption of solids-not-fat in all
forms increased only from L3 pounds to LL pounds. Many forces have had
an influence in this overall trend. The declining consumption of milk-
fat is ascribed to the substitution of margarine for butter, and a
conscious effort at weight control by consumers. Consumption of solids-
not-fat has been maintained by the development of products low in milkfat
and through a more general understanding of the nutritional importance of
the elements contained in solids-not-fat.

Recent developments.--With the decline in the demand for milkfat and

the ability of producers to meet the increased aggregate demand for
solids-not-fat from existing production, little’ increase in milk produc-
tion has been required to supply the needs of é larger population during
the period since World War II. Because the nation has continued to make
more efficient use of milk its need for additional production has been

less than it otherwise would have., The contrast of the dairy industiry

with other segments of agriculture during this period is striking.
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Compared with the 1947-L9 average, in 1960 the output of all crops in-
creased 21 percent; that of all livestock, 26 percent; that of feed
grains, L2 percent; and total agricultural output, 27 percent. However,
milk production in 1960 was merely 10 percent greater than the 1947-49
average. The present outlook is that this lagging upward trend in milk
production will continue for some time.

With milk production running larger in the first 7 months of 1961
than in the first 7 months of 1960, and with the quantity utilized in
fluid milk produéts virtually unchanged, more milk has been available for
manufactured products. As a result there was a higher production of
almost all the major manufactured dairy products during the first 6
months of 1961 than in the same period of the preceding year; butter
increased by L percent, Cheddar cheese by 17 peréent, and nonfat dry
milk by L percent. Part of the increased production of cheese will
probably move into civilian consumption since it is evident there was
an unusually strong civilian demand for Ch?ddar cheese in the last half
of 1960. However, the bulk of the increased production of Cheddar cheeée,
as well as that of butter and nonfat dry milk, will go into Government
stocks in 1961. Since March 1961, CCC purchases of these products under
the Government price-support program have been substantially higher than
they were a year earlier. ‘

Purchases by the U.S. Department of Agriculture.--The amounts of

butter, Cheddar cheese, and nonfat dry milk purchased under the price-
support program since 1953, which are shown in table 3 by calendar
years, have varied considerably from year to year. From 1953 through

1960, purchases of butter and Cheddar cheese declined. However, purchases
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of nonfat dry milk increased in this period (table 3). In the aggregate,
purchases of these products have ranged from a low of only 3 billion |
pounds (milk equivalent), equal to less than 3 percent of domestic pro-
duction (1960), to 10 billion pounds (milk equivalent), equal to about
9 percent of production (1953). The extent of these purchases, except
for the period encompassing the Korean ‘conflict, has tended to be associ-
ated with the level of cupport. During 1958-60, when the level of
Support was low, they were at the moderate level of 3-5 billion pounds
(milk equivalentj, equal on the average to about 3 percenﬁ of production.
Purchases of butter during the first 7 months of 1961 amounted to
23l million pounds, 67 percent higher than for the same period in the
preceding year and higher than for any calendar year since 195L. Pur-
chases of Cheddar cheese increased from 0.3 million pounds for all of
1960 to 37 million pounds l/ for the first 7 months of 1961, but they
were still considerably lower than those for any similar period during the
| 6 years 195L~59. Nonfat dry milk was purchased in the first part of 1961
at a higher montﬁly rate than in any earlier period.

Disposition of purchases and cost of the program.-~Government pro-

grams have been instrumental in maintaining the consumption of fluid
milk. The best known of these is the regular school lunch program. In
addition, the U.S. Department of Agriculture has'encouraged increased
consumption in recent years through a special milk program for children
and programs for increased consumption by personnel in the military

services and by patients in veterans' hospifals. Expenditures for these

1/ Stocks on Aug. 25 amounted to 51 million pounds.
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latter programs (i.e., other than the regular school lunch program)
amounted to $104 million in 1960. Such expenditures are instrumental
in reducing milk surpluses even though they are not directly considered
when assessing the cost of price-support operations on dairy producté°
Organized disposal programs for Government-purchases of dairy
products had to be developed because of the large supplies accumilated
under the dairy program. Utilization by years under the various dis-
posal programs and the size of uncommitted stocks at the end of each year
are shown in tabie 3, Since supplies obtained under the program in
recent years have usually been utilized quite promptly, uncommitted
stocks at the end of the year have not been large, though stocks of
nonfat dry milk were larger in 1960 and 1961 than in most earlier years.
The detailed utilization of the products obtained under the dairy
price-support program is shown in table 5. The following tabulation
briefly summarizes this utilization in total for the 2-year period 1959-60
by destination and by type of transaction (in millions of pounds):

Total utilization in the 2-year period 1959-60

Butter = Cheddar cheese Nonfat dry milk
By destination:
DomestiCmm—mm—m—mmm e e 240 L8 : ' 343
Foreign-————=mmme—m— e 19 12 1,202
0] ) 259 80 1,505
By type of transaction: : ’ .
Sales—m—mm—————————————— 22 12 L39
Transfers———e——mme—mmm———— 172 26 92
Donations=—==———mmm—————— 65 22 1,01L
Total-——mmmm e e e 259 0 if?ﬂ?

The butter and cheese obtained under the support program have been
utilized primarily within the United States in recent years, whereas most

of the nonfat dry milk has been sent abroad. Most of the butter and a
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large part of the cheese have been transferred to other Government
agencies for disposition, whereas most of the nonfat dry milk has been
given away. Sales have been an important method of disposal for nonfat
dry milk only in the past few years. These domestic and foreign aid pro-
grams which utilize‘Government dairy surpluses have now become firmly
established by legislation as part of eour national policy.

The total financial outlay on the dairy purchase program during the
10 marketing years 1949 to 1958 was $2.5 billion, composed éf $2.3 bil-
lion acquisition‘cost and $0.2 billion in carrying charges (this is
exclusive of expenditures under the fluid-milk programs). The cash pro-
ceeds during this period on sales to private firms amounted to $0.3 bii-
lion, making the recovery rate 1L percent for the Government-at-large
and the net financial outlay $2.2 billion for the period.

quked at from the poiﬁt of view of the Commodity Credit Corporation,
however, the situation is somewhat different. Transfers to other Govern-
ment agencies amounted to an additional $0.5 pillion; hence the CCC's
recovery rate was 29 percent and its net financial outlay was $1.7
billion. Acﬁually about half of these disposals were by direct donation
under section 416 of the Agricultural Act of 1949, as amended.

U.S. foreign trade in dairy products.--Before World War II this

country was a small net importer of dairy products (principally cheese),
but since the war it has been a net exporter (téble 6). Most of the

dairy products exported in recent years have 6§¢n donations in conjunc-
tion with foreign aid programs. Such exports reached a peak equivalent
to 5 percent of milk production in 1955 but have since declined to less

than 1 percent of production.
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As a result of the quota restrictions, total imports of dairy prod-
ucts have been smaller during the postwar period than during 1935-39.
They have also remained smaller in volume than "commercial export sales
during the postwar period. l/ The net export trade in dairy products as
a whole was equivalént to 0.5 percent of domestic production in 1959 and‘
to 0.2 percent in 1960; it is estimated to be equivalent to about 0.2
percent in 1961 (table 6).

Blue-mold cheese

Domestic production.--In 1960 there were 23 plants which reported

produciion of blue-mold cheese, about the same number as in 1955. Be-
cause of the problem of bacteria control, thesé plants rarely produce
Cheddar cheese,

The U.S. production of blue-mold cheese (including Gorgonzola) has
increased steadily since 195k, amounting to 15.2 million pounds in 1960,
or over 50 percent more than in 1954 (table 7). In the first half of
1961 the official estimate of domestic production (7,840,000 pounds) was
at about the same level as in the first half of 1960.

Apparent domestic consumption of blue-mold cheese (production plus
imports) also increased by about 50 percent from 1954 to 1960, amounting
to 19.4 million pounds in 1960. About 75 percent of the domestic con-
sumption in 1954, and 78 percent in 1960, was supplied by domestic pro-
ducers.

More than two-thirds of the blue-mold cheese produced in the United

States in recent years has been made in Wisconsinj the proportion produced

1/ Some of these "commercial' export sales were subsidized by the
Commodity Credit Corporation.
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in other States decreased from 36 percent in 1955 to 29 percent in 1960.
Some of the other States producing this cheese in substantial quantities
are Illinois, Indiana, Iowa, and Minnesota.

Imports.--In 1960 there were 113 importers of blue-mold cheese, of
which 16 accounted for about 70 percent of the total imports. About
two-thirds of the importers are located in New York City; the others
have their main offices in other major cities, such as Chicago, New
Orleans, and San Francisco. Importers interviewed by the staff in New
York City, late in June, accounted for about 60 percent of imports during
the year ending June 30, 1961. Most of these importers.are long-estab-
lished dealers in several kinds of domestic and imported cheeses, some
are large retailers, and a few are large cheese producers that also
assemble and distribute domestic cheesé.

Practically all of the imported blue-mold cheese (more than 95 per-
cent in 1960) enters the United States in thé form of 6-pound original
loaves or '"wheels." The remainder has been ;mported chiefly in small
foil-wrapped pieces, though there were insignificant imports of crushed
cheese in barrels, Blue-mold cheese spoils more easily'in small wrapped
packages than in original loaves.

Denmark supplied 92 percent of the imports during the period 1958-60
(table 8), and its annual allocation of about 3.9 million pounds was
filled, on the average, within 2 percent during the 3~year period ending
June 30, 1961 (table 9). During the first 2 quota years ending June 30,
1955, imports from Denmark were short of the allocation by 13 percent,

but the shortage was only 5 percent for the next 3 years.
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More than 80 percent of the blue-mold cheese produced in Denmark in
recent years has been expofted. In 1959 and in 1960 about 21 percent of
the Danish production of blue-mold cheese was shipped to the United States.
Exports of such cheese to all countries, as well as to the United States,
were somewhat larger in 1960 than in 1959.

Italy has the second largest allocation (about 5 percent of the
total) and all imports from that country have been of Gorgonzola, a type
of blue-mold cheese which has been‘declining in popularity. Consequently,
. even though alloéations for Gorgonzola were reduced substantially in most
years (fable 9), the imports have fallen short of the allocation by
about 30 percent for the 3 quota years ending June 30, 1960, and by 23
percent for the year just ended. OSome of the unused allocation for
Italy was reallocated to other countries;

4 Channels of distribution.,--It 1s estimated by some of the major

domestlic producers of blue-mold cheese that well over half of such cheese
consumed in this country is used in or on salads. A small part of the
cheese so used 1s purchased in the form of prepared salad dressing; mosf
of the blue-mold dressing however, is prepared at home or in restaurants.
Apparently about 2 million pounds of domestic blue-mold cheese was
used in manufacturing prepared salad dressings in 1960, compared with
about 100,000 poundé in 1954. In contrast, tery little imported blue-
mold cheese was so used in elther year. = The average reported cost
of the domestic cheese used for this purpose in 1960, delivered to the

producer's plant, was about 52 cents a pound.

1/ Estimates based on reports received by the Tariff Commission from 55
of 63 manufacturers of prepared salad dressings.




22

There are no data available on the percentage of domestic and im-
ported cheese going into various outlets, but it is estimated by those
interviewed by the staff that practically all of the imports and more
than two-thirds of the domestic prdduction are sold through retail
stores, usually in pieces weighing from 3 to 8 ounces. The stores,
mostly chainstores, buy this cheese in round loaves and either cut it
themselves or have it cut by custom packagers into small portions for
retailing.

The Danish Cheése Export Board, which controls all exports of blue-
mold cheese from Denmark, discourages the sale of lower -quality cheese
to the United States.Al/» No similar restrictions, however, apply to

blue-mold cheese exported from other countries.'

Prices of domestic and imported cheese .—-The price in June 1961,

c.i.f._g/ New Yofk, ex-duty, for Danish blue-mold cheese was 51 cents‘
per pound; in Chicago it was 52 cents per pound, and on the west coast,
53 cents per pound. The importers of this cheese, after paying duty
and other costs of importing, sold this cheese in 6-pound wheels for
65-70 cents per pound, f.o.b. dock or warehouse in New York (table 10).
The Danish Cheese Export Board controls both the quality and the
price (c.i.f. U.S. port) of blue-mold cheese exported from Denmark. It
is the policy of this Board to ship to the Unifed States cheese of uni-
formly high quality and to fix the price at a ievel which will yield a

price at retail appreciably above that for similar domestic (U.S.)

1/ Exhibit No. 29, submitted at the hearing, is a regulation of the

Danish Ministry of Agriculture, dated May 23, 1961, forbidding the export

of "cheese mixtures of any kind"--except by special permit from the Minister.
2/ Cost, insurance, and freight.
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1/

~heese., = In contrast, domestic blue-mold cheese varies somewhat in
quality and price. Prices of both domestic and imported blue-mold cheese
in June 1961 were slightly higher than they had been a year earlier
(table 10). The New York market prices in earl& 1960 for both domestic
and imported blue-mold cheese were virtually the same as they had been
in April 1953 (53-60 cents for domestic and 60-65 cents for imported).
.Thus, in April 1953, imported blue~mold cheese was selling in New York

at about 8 cents per pound more than the domestic product, 2/ the same
margiq which exiéted in June 1961. The highest priced domestic brand,
however, sold at wholesale at only 2 to 3 cents per pound less than the

highest priced imported brand.

Increasing demand for blue-mold cheese.--The increase in the apparent

domestic consumption of blue-mold cheese from 13 million pounds in 195l

to more than 19 million pounds in 1960 is due largely to the promotional
efforts of the domestic producers and of the Danish Cheese Export Board.
Food editors for many U.S. magazines and newspapers have recommended new
uses for this cheese, partiéularly in salads, and the Danish Cheese |
Export Board has spent a substantial sum in advertising blue-mold cheese
in U.S. magazines.

Cheddar cheese

Domestic consumption.--Although the per tapita consumption of all

dairy products in the United States has declined steadily since 1955

(table 1), the per capita consumption of all kinds of cheese has shown an

}/ Blue-mold cheese exported to other countries is sold at prices consig-
erably lower than those of such cheese exported to the United States. Howw
ever, the Board asserts that much of this cheese is of lower quality.

g/ For a further discussion of this situation, see p. 31 of the Commis-
sion's report of June 1953 on specified manufactured dairy products.
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upward trend, dwing chiefly to the increase in consumption of other than

American cheese, as indicated by the following data:

Calendar Annual per capita consumption in pounds of--
ear All cheese  American cheese A1l other types

1955 cmmmm e e e 7.9 5.0 2.5

1956 -~ mmm e 8.0 5.0 2.6

ST (S 7.7 5.1 2.6

L ——— 8.2 5.5 N 2.7

§ 54— 8.1 5.2 2.9

1960mmmmm mmm e 8.4 5.h 3.0

1961 (forecast)—m——m= 8.9 1/ /

l/ Not available.

The increase in cheese consumption in the United States in recent
years has been due primarily to the rising popularity of plzzas, cheese-~
burgers, cheese dips, and cheese spreads--a development which has been
actively promoted by cheese producers. Although per capita consumption
of cheese in the United States is considerably lower than that in most
Europeén countries, = it is higher than that in such countries as New
Zealand and Cangda, where, as in the United States, the per capita con-

sumption of meat is very high.

Domestic production.--There are come L,000 domestic producers of

Cheddar cheese, most of which ship their fresh product to assemblers for
aging and marketing. Most of the assemblers make process cheese, and
some make cheese spreads. Wisconsin has accounted for about L5 percent
of the total production in recent years, with Minnesota, accounting for
less than 10 percent; ranking second. The balance of domestic production

is scattered throughout some 20 States.

1/ In 1958 the per capita consumption in France was 18.L pounds, in
Denmark, 16.7 pounds, and in Italy, 1L.9 pounds.
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From 1953 through 1960 the domestic production of Cheddar cheese was
fairly stable, varying from a high of 1,055 million pounds in 1955 to a
low of 947 million pounds in 1959 (tables 7 and 11). Production of 1,003
million pounds in 1960 was 6 percent above that in 1959, and in the first
6 months of 1961, production was 17 percent greater than it was during the
same period a year earlier. This sharp increase in produc¢tion in the
first half of 1961 was due partly to the increased civilian demand for
Cheddar cheese, partly to a larger supply of milk for manufacturing, and
partly to the increase in the Commodity Credit Corporation purchase priée
for cheese. The‘price at which the CCC offered to buy Cheddar cheese was
increased in March 1961 to 36.1 cents per pound, or about 10 percent above
the price of a year earlier. On July 18, 1961, the CCC raised its purchase
price to 36.5 cents per pound.

It is estimated by the trade that about L5 percent of the Cheddar
cheese produced domestically is used in making procéss cheese.

Commercial stocks.--An important development in the cheese market

during the past year has been the increase in commercial cold-storage
holdings of American cheese, l/ which attained a record height at the end
of July of LOO million pounds, or 88 million pounds more than those a
year earlier (téble ). Commercial stocks of American cheese 2/ as of
July 31 are shown in the following tabulation; in millions of pounds,

for the years 1953-61:

1/ Virtually all of these holdings are of Cheddar cheese.

?/ Commercial stocks of cheese are somewhat overstated since complete
data on deliveries to the CCC on a warehouse basis were not available at
the time of report. Such stocks were unusually large at the end of July
1961 even with allowance for this overstatement.
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Year Commercial stocks
1953 =mmm e e e e e e o e 205
195 e e e 177
1955 e e e e e 250
T —— 273
195 Tmmmmmmmmm 238
1R 1 R — 2L6
195 9mmmm e 302
1960 mm e e e 312
1961 m e e o e L0oo

There are two principal reasons why the excess commercial holdings
of this cheese have not been sold to the Goverﬁment. In the first place
a large part of fhese stocks are "in the wrong containers," i.e., barrels
which the CCC will not accept. Secondly, no cheese produced prior to an
increase in the CCC purchase price can be sold at the higher level, as
indicated By the following CCC prices:

CCC purchase price
in cents per pound

Date cheese was producedh (standard moisture)
After July 18, 196l-mmmmmmmemmmam e 36.50
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