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Report to the President

U.S. Tariff Commission
April 9, 1973

To the President:

Pursuant to your request of March 8, 1973, 1/ the U.S. Tariff Commis-
sion has completed an investigation 2/ under subsection (d) of section
22 of the Agricultural Adjustment Act, as amended (7 U.S.C. 624), with
respect to ;heeses and substitutes for cheese. The purpose of the .
investigation was to determine whether each of the annual quota quan-
tities for cheeses and substitutes for cheese presently subject to
section 22 quantitative limitations as described in items 950.07
through 950.10E of part 3 of the appendix to the Tariff Schedules of the
United States (TSUS), and for each of the supplying countries wherever
applicable, may be increased by fifty percentum for the calendar year
1973, such additional quantities to be entered during a temporar& period
ending July 31, 1973, without rendering or tending‘to render ineffective,
or materially interfering with, the price-support program now conducted
by the Department of Agriculture for milk, or reducing substantially
the amount of products processed in the United States from domestic milk.

You requested the Commission to report its findings and recommenda-
tions to you at the earliest practicable date, but hq 1atef than thirty

days from receipt of your letter.

1/ The full text of your letter is shown in appendix A,

Zy Public notice of the Commission's section 22 investigation
(No. 22-31) was issued March 9, 1973. The notice was posted at the
Commission's offices in Washington, D.C., and in New York City, and
was published in the Federal Register of March 13, 1973 (38 F.R. 6855)
and in the March 28, 1973, issue .of the Customs Bulletin. A public
hearing was held on March 19 and 20, 1973; all interested parties
were afforded opportunities to produce evidence and to be heard.




The information contained in this report was obtained from evi-
dence‘éubmitted at the public hearing, from briefs, from other Govern-

ment agenﬁies, and from the Commission's files.

Finding

On the basié of investigation No. 22-31, including the hearing,
the Cbmmiésion finds, 1/ pursuant to section 22(d) of the Agricultural
Adjustment Apt, as amended, that, owing to changed circumstances, each
of the annual quota quantities, for each of the supp ving countries
wherever applicable, for cheeses and substitutés for cheese presently
subject to section 22 quantitative limitations (as described in items
950.07 through 950.10E of part 3 of the appendix tc the TSUS), may be
increased by fifty percentum for the calendar vear 1973, such addi-
tional quantities to be entered during a temporarv period ending
July 31, 1973, without rendering or tending to render ineffective, or
materially interfering with, the price-support progfam now conducted
by the Department of Agriculture for milk, or red icing subétantially
the amount of products processed in the United States from domestic
milk.

Recommendation

The Commission recommends 1/ that the President issue a proclama-

tion pursuant to section 22(d) of the Agricultural Adjustment Act, as

1/ Commissioners Leonard and Young dissent in part with respect to
the finding and recommendation as they apply to "each of the supplying
countries."



amended, .to increase by fifty percentum for the 1973 calendar year
each of the annual quota quantities for the articles specified in the
finding, and for each of the supp}ying countries wherever applicable,
such additional quantities to be entered during a temporary period

ending Juiy‘31, 1973.



Statement of the Commission

The Agricuitural Act of 1949, as amended, requires the Secretary
of Agriculture to support the price of milk through purchases of milk
and the products of milk at such level between 75 percent and 90 per-
cent of parity as he determines necessary to assure an adequate supply.
The current milk price support is $5.29 per hundred pounds for manufac-
turing milk.  To effectuate this support level, the Department of Agri-
culture offers to purchase at specified prices three major dairy pro-~
ducts, namely butter, nonfat dry milk, and Cheddar cheese, thus re-
moving any surplus production from the market place In order that im-~
, ports would not adversely affect the price-support program for milk,

import quotas have been imposed on most dairy products, including vir-

tually all types of cheese made from cow's milk.

The consumption of cheese in the United States has far outpaced
thé consumption of other manufactured dairy products in recent years
even though retail prices for cheese have risen rapidly. Because of
the strong commercial demand for cheese, the quantities of ¢heddar
cheese required to be purchased by the Department of Agriculture under
its price-support program have declined in fecent yéars. In 1972,
only 21 million pounds of chéddar cheese, or 1.6 percent Qf pro-
duction, was purchased--the smallest percentage of output purchased
in any year since 1960. Indeed, during the period June 1972-March
1973, the price of Cheddar cheese was far enough above the price-
support level so that virtually none was required to be puréhased
under the support program. The Department of Agriculture has re-
ported that it doés not expect to acquire substantial amounts of

cheese in the foreseeable future.



As production of cheese has increased in response to the growing
demand, larger amounts of domestic milk have been used in the produc-
tion thereof, rather than for butter and nonfat dr& milk. Accordingly,
lesser amounts of the latter products have been purchased by the
Department of Agriculture. As a result, the expenditures by the
Government for the support program have sharply declined.

In recent yearé, market prices for natural €heddar cheese have
remained well above the support prices. During January-November 1972
average market prices for Cheddar cheese in the United States ranged
from 3.0 cents to 8.3 cents per pound above the support price. 1In
December, the market price advanced to 9.0 cents per pound above the
support price, where it remained until early March 1973, when it rose
to 10 cents per pound above the support price.

On March 8, the Department of Agriculture announced an increase
in the support price for Cheddar cheese from 54.75 cents to 62.0 cents
per pound and a reduction in the support price for bu;ter from 67.7
cents to 60.9 cents per pound beginning March 15. According to fhe
Department of Agriculture, the increase for cheese and thg réduction
for butter were designed to further stimulate cheese production to meet
the rising demand.  Concurrent with the priceﬂsuppert'annouQCement
by the Department . of. Agriculture,. it was announcedvthat the President
had requested..the Tariff Commission to make an invgstigation‘as
to the effect of a 50-percent inerease in the impért quotas for
‘

cheese. In spite of these two announcements, beoth of which were

designed to increase the supply of cheese, the average market price for



Cheddar cheese cﬁntinued to advance during March. On the last date
.for which market-price information was available (April 5), the
avérage market price for Cheddar cheese was 65.75 cents per pound.
This frice is 11 cents above the support price in effect prior to
March 15 and 3.75 cents per pound above the new higher support price
which became effective on March 15, This is a strong indication that
the proposed.increase in the import quotas for cheese, which would be
eéuivélépt to 1.6 percent of domestic consumption, would not depress
markét prices to the point where substantial purchases by the De~
partment of Agriculture would be required under its price-support
program, Furthermore, the increase in imports which could occur under
the President's proposal is small in terms cof the quantity of cheese
purchased by the Department of Argiculture under its price-support
program in most years since section 22 quotas on cheese were first
imposed in 1953, In the unlikely event that the Department of Agri-
culture would be required to purchase a quantity of Cheddar cheese
equivalent to that provided in the proposed quofas (64 million pounds)
in addition to the quantity purchased in 1972, the total amount of
cheese acquired would be less than that acquired in 1971. Further,
the cost of acquiring the 64 million a&&itianalipounds of €Eheddar
cheese would be small compared with the estimated expénditures by the
Department of Agriculture under the dairy price-support program in
the year ending June 30, 1973.

It is clear from the foregoing that the strong upw;rd trend in
the demand for chgese still persists as evidenced by (a) increased
consumption in 1972, (b) virtually no purchases of Cheddar cheese by

the Department of Agriculture under its price-support program, and (c¢) a



continuation in the.ﬁpward trend of market prices; We do not foresee
any change in the supply-demand relationship for cheese during the re-
mainder of 1973 caused by increased imports permitted under the pro-
posed enlargeﬁent of the import quotas which would render or tend to
render ineffeétive, Or materially interfere with, the price-support

program now conducted by the Department of Agriculture for milk.

Moreover, we do not believe that the proposed additional imports
will reduce substantially the amount of products processed in the.
United States from domestic milk. Imports of the cheeses subject to
quotas can be divided into two groups--specialty-type cheeses and
cheeses used for processing.

Imports of the specialty-type cheeses, chiefly blue~mold, "aged"
Cheddar, Edam and Gouda (whether or not processed), and Italian-type
cheeses (whether or not in original loaves), are priced substantially
above the comparablé domestically produced cheeses. In some cases the
prices of the imported cheeses are double the prices of‘the domestic
varieties, but almost without exception imported cheesés are prieced 10
cents or more per pound above the domestic varieties: ﬁe“aréiﬁell aware
that the proposed temporary quota quantities for some such éhéeées_are
equivalent to as much as 17 percent of U.S. consumptioﬁ_of those cheeses,

assuming.maximum utilization of the quotas (which based on‘pfior exper-
ience is highly unlikely). For such specialty cheese, however, con-
sumers have been willing to pay the substantial price dfferentials;

it is not believed that the additional quota for these éheeseéiwill
cause any substantial adverse effects upon prices of domestic éﬁeeses

so as to reduce substantially the amount of products proecessed in the
4

United States from domestic milk.



~The proposed temporary quota quantities for the principal
cheeses used for processsing, namelyb unaged Cheddar and American-
type Che?ses, ére insignificant compared with domestic consumption,
about 0.3 percent and 1 percent, respectively. With regard to Swiss
or Emmenthaler withiéye formation, Gruyere-process cheese, and "other"
cheese (inclﬁding low-fat cheese), most of the imports under the quota
probablyigq-into processing (although some may be consumed as natural
cheeses). Pfices of such cheeses used for processing, like prices for
unaged Cheddér and American-type cheeses, are generally near the prices
of the domestic varieties. The proposed tempofary quotas, however, do
not exceed 5 percent of the domestic consumption of the cheeses for
which there is any substantial production. We find, therefore, that
the proposed increase in import quotas is not so large as to reduce
substantially the amount of products processed in the United States
from domestic milk.

Some of the existing quotas for cheese are allocated to individ-
ual countries by the proclamations which es;ablished the qubtas, and
the special temporary'quotas on the cheeses involved wou}d presum-
ably be so allocated. 1/ Thus, the allocation of the temporary
quotas to individual countries for cheeses where the regular quotas
are allocated will tend to keep the kinds of cheeses entered in the
same pattern as exists under the regular quotas, although, under

the procedures established for the administration of the quotas, the

1/ Commissioners Leonard and Young do not concur in this pﬁragraph
of the Commission's statement; their views are set forth in an
additional statement beginning on p: Ik,



Department.of Agriculture is authorized under ceftain conditions to
grant adjustments between countries. The cheeses imported under the
quotas that are allocated to individual countries are believed, for
the most part,’to be used for processing, although some are consumed
as natural—typé cheeses., As stated earlier, thefquangitihe-mffprocess—
ing;typeschéeSES:that‘eouldaenmezﬁnnder;uhewpfeposedﬁaﬂ&itiopal'quotas
are so small in relation to consumption as :not to adversely affect the
price-support program or to reduce substantially the amount of
products prﬁcessed‘in the United States from domestic milk. Reégardless
of whether the imports under the temporary country quotas are used for
processing, or whether they are consumed as natural-type cheeses; we
find that imports from the individual countries, wherever applicable,
may be entered without rendering or tending to render ineffective,

or materially interfering with, the price-support program now
conducted by the Department of Agriculture for milk, or reducing sub-
stantially the amount of products processed in the United States from
domestic milk.

At the hearing held in connection with the Commission's ihves-
tigation, a question was raised whether increased quanﬁities of im-
ports of quota-type cheeses can be permitted under section 22,
primarily as a means of reducing the prices of cheése in the domestic
market. This question is not germane to determinations under:section
22 and has not been a factor in this determination of tﬁe Commission.
The question presented in this investigation is whether, as proposéd

by the President and as set forth in the Commission's Notice of
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Investigation, each of the annual quota quantities for cheeses and
substitutes'for cheese, and for each of the supplying countries
whereﬁer applicable, may be increased by 50 percentum--
without rendering or tending to render ineffective,
or materially interfering with, the price support
- program now conducted by the Department of Agri-
culture for milk, or reducing substantially the
amount of products processed in the United States .
_ from domestic milk.
It will be observed under section 22(d) that outstanding import
restrictions "may be modified by the President whenever he finds and
proclaims that changed circumstances require such modification to
carry out the purposes of this section." The criteria of the statute,

and none other, are pertinent to the actions contemplated by section

22.

10
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Additional Statement of Commissioners Leonard and Young

Included within the scope of this investigation as provided in the
Commission's Notice of Investigation and as directed by the President
was a determination by‘the Commission of whether each of the annual
quota quahtiﬁies for the described cheeses "and for each of the supply-
ing countries wherever applicable' may be increased by 50 percent for
1973 without réndering or tending to render ineffective, or materially
interfering with the milk price support program, or reducing substan-
tially the amount of products processed in the United States from
domestic milk.

While we concur with the Commission finding and recommendation in
large part, we cannot join in that portion of the finding and recom-
mendation concerned with "each of the supplying countries.'" Specifi-
cally, we cannot make a determination that each cheese's annual quota
"for each of the supplying countries wherever applicable'" may be in-
creased by 50 percent for 1973 without reducing substantially the
amount of products processed in the United States from‘domestic milk,
We are convinced that the annual quota for each cheese may be increased
by 50 percent without reducing substaﬁtially the amount ofbbfoﬁﬁcts.
processed in the ﬁnited States from domestic milk, but:we are unable to
make the further determination as it applies to the .annual quota of
each cheese for each supplying country. We are unable to make that
further determination because the investigation of the Commission with-
in the 30-day time limit required did not reveal sufficientninformation
on products imported from individual countries for us to make sucﬁ a
determination. Such data may have significant bearing on the conclﬁsion

to be reached, particularly with reference to so-called specialty cheeses.
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Additional Statement of Commissioner Ablondi

I cbﬁéﬁr wifh the Commission's finding, recommendation, and
statement.: In additibn, I have further observations.

The market situgtion for cheese in the United States has changed
since the séction 22 quotas were imposed on imports of certain cheeses
in 1953, During the 20 years since then, total consumption of cheese
has more fﬁah>&oubled; per capita consumption, meanwhile, has increased
about 70 percent.

In the past S-years, average purchases of cheese by the Depart-
ment of Agricultute’under the support program for milk have been about
70 percent less than they were in the 5~year period after the quotas
were imposed. The purchases of butter and nonfat dry milk have de-
clined, by 10 percent and 40 percent, respectively. In 1965, moreover,
Congress authorized the Secretary of Agriculture to buy cheese, butter,
and nonfat dry milk at market prices--above support prices--if necessary
to meet commitments under various Government programs such as the school
lunch program (sec. 709, Public Law 89-321); from time to time, such
purchases have been made by the Department of Agriculture.

Many of the cheeses that now enter the United States? whether or
not under quotas, are specialty types for which consumers’ pay premium
prices. The Commission has within a period of 3 months commenced two
investigations for the purpose of temporarily modifying existing quotas.

This action is indicative of a need to undertake periodic reviews of
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developments respecting imports of all dairy products to determine
whether the annual import restrictions on dairy products should be

modified from time to time as changes occur in the domestic market.

13
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A-1
Introduction

Since mid-1953, U.S. imports of certain cheeses made from cow's
milk, 1iké many other dairy products, have been subject to quotas under
section 22 of the Agricultural Adjustment Act, as amended, in order to
protect the price-support program for milk of the Department of Agri-
culture from import interference. On March 8, 1973, the President re-
quested the Tariff Commission to make an investigation under section 22
of the act to determine whether each of the current annual quota
quantities for each of the cheeses, and for each of the supplying coun-
tries wherever applicable, may be increased by 50 percent, such addition~-
al quantities to be entered during a temporary period ending July 31,
1973, without adversely affecting the price support program,

Currently, imports of eleven different types of cheeses are
subject to quotas; seven of the quotas limit imports of the specified
cheeses whatever their price, while four of them limit #mports of
specified cheeses having a purchase price of less than‘69 cents per
pound. Imports of the four cheeses having a purchase price of 69 cents
per pound or more, as well as cheeses not containing cow's milk and
several cow's milk cheeses traded only in infinitesimal quan;ities, are

quota-free,
Quotas on Imports of Cheeses under Section 22

The Agricultural Act of 1949, as amended, requires the Secretary
of Agriculture to support the price of milk through purchases of milk
and the products of milk at such level between 75 percent and 90 pércent

of parity as he determines necessary in order to assure an adequate

A-1
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supply. In order éo satisfy the statutory requirement, the Secretary
maintains a price-support program under which the Department of Agri-
éulfuré:will purchase butter, Cheddar cheese, and nonfat dry milk at
specifiéd prices. In order to protect the price-support program from
import interference, quotas were imposed on imports of certain dairy
products including four types of cheeses--blue-mold, Cheddar, and
certain Edam and Gouda, and Italian-type cheeses--in mid-1953 uﬁder
section 22 of the Agricultural Adjustment Act, as amended.

Since 1953, the original quotas imposed on the four types of
cheeses have been modified when found warranted by changed circum-
stances, and additional cheeses have been made subject to quotas when

it was found that the statutory criteria were met,

Current quotas for cheeses

At the present time, imports of all chesses containing cow's milk
(except Goya, Gjetost, Nokkelost, Gammelost, and, if having a purchase
price of less than 69 cents per pound, Swiss or Emmenthaler cheese with
eye formation, Gruyere-process cheese, and "other" cheese {including
that containing 0.5 percent or less by weight of butterfat)) are subject
to quotas imposed under section 22. The cheeses not containing cow's
milk--principally Roquefort, other wheep's milk cheese;,‘and goat's
milk cheeses—--are not produced commercially in the United States and
are not subject to quotas. The following tabulation shows the annual
quotas imposed under section 22 currently applicable to U.S. imports

of cheeses.
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Total cheeses: Ty?es subject to quotas under section 22 and quota- -
quantities, by country, wherever applicable March 31, 1973

Article 1/ : Quantity
: Pounds

Blue-mold (except Stilton) cheese, and :

cheese and substitutes for cheese :

containing, or processed from, blue- :

mold cheese : 5,016,999
Cheddar cheese, and cheese and substi- :

tutes for cheese containing, or :

processed from, Cheddar cheese-------: 2/ 10,037,500
American-type cheese, including Colby,
washed curd, and granular cheese
(but not including Cheddar) and
cheese and substitutes for cheese :
containing, or processed from, such :
American-type cheese : . 6,096,600
Edam and Gouda cheeses : 9,200,400

® oo o0 09

Cheese and substitutes for cheese con-
taining, or processed from, Edam and

Gouda cheeses -: 3,151,000
: Denmark—s—----1,714,000
: Ireland===-- -- 331,000
: Netherlands--- 169,000
: Norway—————=—== 368,000
: West Germany-- 513,000

Other—-——===—=—- 56,000
Italian-type cheeses, made from cow's :
milk, in original loaves (Romano
made from cow's milk, Reggiano,
Parmesano, Provolone, Provolette,
and Sbrinz) —-—

°e 00 oo

11,500,100

#e 90 oo oo
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Article 1/

Italian-type cheeses, made from cow's :
milk, not in original loaves (Romano :
made from cow's milk, Reggiano, Par- :
mesano, Provolone, Provolette, and

Sbrinz), and cheese and substitutes :
for cheese containing, or processed :
from, such Italian-type cheeses, :
whether or not in original loaves—---:

Swiss or Emmenthaler cheese with eye
formation; Gruyere-process cheese;
and cheese and substitutes for cheese
containing, or processed from, such
cheese: 3/

Swiss or Emmenthaler cheese with eye
formation

®% 66 sc S ev ee 00 90 ee ee oo

Other than Swiss or Emmenthaler cheese
with eye formation

®e o4 ©0 90 o0 ee oo ee oo oo

Quantity
Pounds
1,494,000
Argentina--—-1;347,000
Italy—-———==—- 104,500
Australia———- 13,700
. Other————==— 23,800
20,420,000
Austrig~-—————=—- 8,222,000
Denmark-——————— 3,396,000
Finland-=====---6,111,000
Norway=————=———— 1,672,000
Switzerland-=--- 269,000
West Germany---- 292,000
Netherlands----- 210,000
Israel-——~—————- 60,000
Other-—-———————— 188,000
11,242,000 v ,
© Austrig-~—————-- 1,406,000
Denmark=———=—————— 3,435,000
Finland-===-----1,606,000
Switzerland-----2,234,000
West Germany----1,818,000
Ireland~=—=—e—- 210,000
Norway=—=w——=—————= 82,000
Portugal—~——————- 275,000

Other--————————-. 176,000

A-4



Article 1/ - : : Quantity

Pounds

o e [es

Cheeses and substitutes for cheese pro-:
vided for in items 117.75 and 117.85,:
pt. 4C, schedule 1 (except cheese not:
containing cow's milk; cheese, except:
cottage cheese, containing no butter-:
fat or not over 0.5 percent by weight:
of butterfat, and articles within the:

scope of other import quotas) 3/----- : 40,730,000

_ : Belgium=———- 469,000

: Denmark-———- 16,820,000

: Finland-—-=- 1,239,000

: France————-- 2,882,000

: Iceland----- 649,000

: Ireland-—--- 161,000

: Netherlands- 422,000

Norway—————- 356,000

Poland-—-———- 2,064,000

Sweden------ 1,707,000
Switzerland- 215,000
United Kingdom 496,000
West Germany-2,148,000
New Zealand 7,556,000

se e ee ses oo

s e se e

Canada—-———-- 2,670,000
Portugal---- 227,000
Austria————— 199,000
: Italy=—————- 17,000
: Israel--———- 145,000
: Other-————-- 288,000
Cheeses and substitutes for cheese,con-: B
taining 0.5 percent or less by weight:
of butterfat, as provided for in :
items 117.75 and 117.85 of subpt.
C, pt. 4, schedule 1, except articles:
within the scope of other import : ,
quotas) 3/ - 8,901,000
: Denmark--—-- 6,680,000
: ~United Kingdom 791,000
: Ireland------ 756,500
: West Germany- 100,000
: Poland------- 385,600
: Australia---- 123,600
: Iceland——-———- - 64,300
: Other———————- None




~Article 1/ ; Quantity

: Pounds

Total quota-quantity (all types :
of cheese) : 127,789,599

1/ For the complete description, see pt. 3 of the appendix to the
TSUS.

2/ Not more than 8,812,500 kbsy shall be products other than natural
Cheddar cheese made from unpasteurized milk and aged not less than 9
months. o

3/ All the foregoing, if shipped otherwise than in pursuance to
a purchase, or if having a purchase price (as provided in headnote
3(a)(iii) to pt. 3 of the appendix to the TSUS), less than 69 cents
per pound.
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The aggregate quota quantities for 1972--111 million pounds-—-
were about 87 percent filled in that year, according to preliminary
(unpublished) data from the Department of Agriculture. 1/ In 1971,

a year in which there was a dock strike and a year that a shortage of
supplies was reported in several supplying countries, the aggregate
quota quanfifies were 71 percent filled; they were 87 percent filled
in 1970. Utiliéation of tﬁe individual annual quotas for 1970-72 is
shown in table 1; utilization for January-February 1971-73 is shown in

table 2.

Administration of section 22 quotas for cheese

The import quota on "aged" Cheddar cheese (1,225,000 pounds) is
administered by the Bureau of Customs on a first-come, first-served
basis; imports of all other cheeses under quotas are subject to the
licensing procedures of the Department of Agriculture. The cheeses sub-
ject to such licensing procedures may be imported into the United States
only by, or for the account of, a person or firm licehsed by the De-
partment of Agriculture and only in accordance with the tefms of the
license. The license authorizes a particular firm to‘entér-d;signated

quantities of cheese from a designated country through a specified port

1/ Officials at the Department of Agriculture reported that importers
license returns normally are not completed until April or May. When
all returns have been submitted, utilization of the quotas for 1972 may
well be larger than shown above. At the Commission's public hearing
on the investigation, the spokesman for the Department of Agriculture
testified that it is normal to have 6 percent to 8 percent of the
annual quotas unfilled.

A-7



A-8

of entry. All licenses for entries of cheeses further require that not
more thanfhalf of the designated quantity can be imported in the first
6 monthé of thelquota year. However, the entire quantity may be im-i
ported any time during the last 6 months of the year.

When issuing licenses the Department of Agriculture must, to the
fullest extent practicable, assure (1) the equitable distribution of
the respegtiye quotas among importers or users and (2) the allocation of
shares of the respective quotas among supplying countries, based upon
the proportién supplied by each country during a previous representative
period, taking due account of any special factors that may have affected
or may be affecting the trade in the articles concerned. 1/ 1In accord-
ance with these directives, the Department generally regards an importer
who entered cheese during a base period as eligible for a license; he
would usually be granted a share of the annual quota proportionate to
his share of total imports of the cheese in the base period. Importers
seeking to enter the trade may be licensed to enter nominal quantities
of cheese. Licenses may not be transferred or assigned to 6thers,
except as authorized by the Department of Agriculture.

Effective January 1, 1971, if the Secretary of Agriculture deter-
mines that a quota quantity specified for a particular country is not
likely to be entered within any calendar year, he may is;ue a regulation
providing for the adjustment for that calendar year of the.quantities
of such article which may be entered during the year from particular

countries of origin, but the aggregate quantity permitted to be

1/ Headnote 3(a)(1) to pt. 3 of the appendix.to the TSUS.
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entered from all countries during such calendar year may not be
exceeded. During 1971 and 1972, the Secretary of Agriculture has so
adjusted several of the quota quantities among supplying countries.
Currently, about 500 firms (importers) are licensed to import the
total quota quantity (128 million pounds for 1973) of the 11 types of
cheese subjeét to section 22 quotas. The cheeses can be entered frpm
about 20 countries. In orﬁer to allocate the total quantity to
importers, semiannually, by type of cheese, and by country, the

Department of Agriculture currently issues some 5;000 import licenses

per year.
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U.S. Imports

- U.S. imports of cheeses are dutiable under subpart C, pért 4,
scheduie 1 of the Tariff Schedules of the United States (TSUS). Im-
ports of the cheeées subject to section 22 quotas are dutiable at ad
valorem rates of duty, except for "other" cheese valued not over 25
cents pef pound. In 1972, all imports subject to quotas entered at the
column 1 (reduced) rates of duty. The current (1973) column 1 fates of
duty aﬁpiiﬁable to virtually all of the imports, dutiable at ad valorem
rates, raﬁges from 8 percent to 20 percent. The ad valorem equivalent
of the-specifié rate of duty (5 cents per pound) on imports of the
aforementione& "other" cheese in 1972 averaged 17 percent. The column 2
rate of duty applicable to imports of all cheeses is 35 percent ad
valorem, except for the aforementioned "other" cheese in which case it
is 8.75 cents per pound.

~ Although more of the annual imports of cheese generally enter
in the last half of the year and in some years monthly imports have been

larger in November and December than in other months, there has been no

significant seasonal trena in monthly entfies of cﬁéese in recent

years (table 3).‘ In 1972, about one-third of the 1mpofts entered at New
York City, the remaining imports were distributed widely throughout the
United States. In recent years, Demmark, Italy, New Zealand, Switzer-
1and, France, Finland, Austria, and the Netherlands (in that order) have
been the largest sqppliers of cheese to the United States, accounting
for about three-fourths of the total annual imports. Denmark supplied
22 percent of the fotal in 1972; italy and New‘Zealand, 9 percent each;
Switzerland, 8 percent; France and Finland, 7 perceﬁt each; Austria,

6 percent; and the Netherlands, 5 percent.
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In 1972, total imports of cheese supplied ab;ut 5 percent

of U.S. consumption (Table 4)--about the same as in 1953, when section
22 quotas were first imposed on imports of certain cheeses--compared
with 6 percent in 1968. Of the aggregate imports in 1972, about 97
million pounds; or about half the total, were entered under the quotas
(fig. 1). Of the quota-free imports (which supplied about 2.5 percent‘
of the consumbtion in 1972), about half were comprised primarily of
Swiss or Emmenthéler, Gruyere-process, and "other" cheeses that were
free of quotas by virtue of having a purchase price of 62 cents (47
cents for the first half of the year) per pound or more; the bulk of
the remaining imports, consisted of cheeses made from sheep's milk.

The maximum permissible quota quantities in 1953, about 21 million

pounds, were equivalent to 1.2 percent of the U.S. consumption of cheese

in that.year; The current maximum permissible quota quantities, 128
million pounds, are equivalent to about 3.5 percent of the total U.S.
consumption of cheese in 1972. The maximum permissibie quota quanti-
ties proposed in the President's letter for 1973, 192 miliion pounds,
are equivalent to about 5 percent of the U.S. consumption'bf_éheese in

1972,
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Figure l.--Total ckeese: U.S. production, nonquota and quota imports, year-end
stocks, commercial consumption, 1968-72

-Non-Quota Imports
Million
Pounds

3990

|-Quota Imports

Consumption- -Production

3420

2850

2280

1710

1140

i

- Yeo~ end
Stock

570

1968 . 1969 1970 1971 1972

Source: Compiled from official statistics of the U.S. Department of Agriculture.
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Recent Changes Influencing the Domestic
Market Situation for Cheese

Trends in the U.S. production of milk and
utilization of supply

The annual U.S. production of milk increased from 116 billion
pounas in 1§69 to 120 billion pounds in 1972 (table 5). The output
in 1972 was .valued at $7.é billion (farm level). On March 6, 1973,
the Department of Agriculture reported that production "may decline a
little" in 1973, after increasing for three consecutive years. During
the period January-February 1973, estimated milk production aﬁounted
to 18.7 million pounds compared with 19.1 million pounds in the com-
parable period of 1972; on. a daily average basis, the decline in
production in 1973 was less than 1 percent from the January—FeBruary 1972
total. The Department attributed the anticipated decline to sharply
higher feed prices, poor quality roughage and‘shorf feed supplies in
several areas and increased culling of herds. The Department further
stated that prospective strong markets indicate that output in 1973
will be valued around $7.5 billion, but that sharply rising production
costs may reduce dairy farmers' net iﬁcomes from the 1972 1éve1§. The
net farm income for typical Grade A dairy farms in sbutheasfern Wiscon-
sin and central New York, as reported by the Department of Agriculture,
for 1968-72 1s shown in table .

In recent years, the proportion of the U.S. output of ﬁilk used
for cheese has increased, whereas the proportion utilized for butter
* and nonfat dry milk has declined (table 7). Prices for cheese have

risen relative to butter prices inasmuch as the demand for cheese has
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risen rapidly. The growing demand has absorbed the rising output of cheese

and genef#lly prevented the accumulation of stocks. 1In 1972, for the
first timé on record, about the same amount of domestic milk was used
in cheese as in but;ér. Because of the strong demand for cheese,
producers‘bf'cheesé have been increasing the prices paid to farmers
for milk'morg than have those producing butter. In 1968, for example,
produceré»df;butter paid 2 cents more per hundred pounds for milk than
producers of cheese. In 1972, however, producers of cheese paid 18
cents more per hundred pounds for milk than producers of butter. The
Department of Agficulture reported that the recent (increased)

.support price anﬁbunced for Cheddar cheese effective March 15, 1973,
will result in a support level to producers of milk of 50 cents per
hundred pounds more for milk used for cheese than milk used for butter.
The increased support price of milk for cheese relative to the price
of milk used for butter, coupled with the current strong demand for
cheese, indicate that prices of milk used for cheese will remain well
above the price of milk used for butter during the 1973 year. The
estimated net return for cheese manufacture;s for the years 1968-71

is shown in table 8.
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U.S. production of cheese

Production of cheese has been cyclical in recent years, reaching
a high point in May or June and gradually receding to a low point in
November (fig. 2). During 1968-71, U.S. output of cheese increased
eacﬁ year from'2.8 billion pounds in 1968 to 3.4 billion pounds in 1971;
output in 1972 is estimated'to be 3.7 billion pounds (table 9). Pre-
liminary data from the Department of Agriculture shows that output in
January—Februar§ 1973 was 99.6 percent of production in the comparable
period of 1972 and 111 ﬁercent of pfoduction in the comparable period
of 1971. After February 1973, estimated data are available only on
the prodpction of so-called American cheesé, most of which is Cheddar.
During theperiod March 1 through March 29, 1973, production of American
dheese was 96.3 percent of the production in the comparable period of 1972
and 112 percent of production in the comparable period of 1971. Wisconsin
has accounted for about 40 percent of the U.S. outpuf of cheese in
recent years, followed By Minnesota, New York, Iowa, and Missouri.

In recent years, about 40 percent of the total U.S. cheese produc-
tion has consisted of Cheddar cheese, 30 percent of various. types of
other cheeses (except cottage cheese) and 30 percent has‘consiStéd of
cottage cheese. Cottage cheese is invariably made frdﬁ nonfét dry
milk or fluid skimmed milk, whereas Cheddar and the other types of
cheeses are generally made from whole milk, 1In receﬁt years, Cheddar
has accounted for about half of the cheeses made from whole milkf .

About 60 percent of the U.S. outpdt of Cheddar cheese is used to make
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