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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 701-TA-224 (Final)

LIVE SWINE AND PORK FROM CANADA

Determination

On the basis of the record 1/ developed in the subject investigation,>the
Commission determines, 2/ pursuant’to section 705(b) of the Tariff Act of 1930
(19 U.S.C. § 1671d(b)), that an industfy in the United States is materially
injured by‘reason of imports from Canada of live swine, 3/ provided for in
itém 100.86 of the Tariff Schedules of the United States, and that an industry
in the United States is not materially injured or threatened with material
injury, and that the establishment of an industry in tHe United States is not
‘materiaily retarded, by reason of imports from Cangda of fresh, chilled, or
frozen pork, 4/ provided for in item 106.40 of the Tariff Schedules of.the
United States, which have been found by the Depaftment of Commerce to be

subsidized by the Government of Canada.

Background

The Commission instituted this investigation effective April 3, 1985,

following a preliminary determination by the Department of Commerce that

1/ The record is defined in sec. 207.2(i) of the Cowmission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).

2/ Chairwoman Stern and Commissioner Lodwick did not participate.

3/ Vice Chairman Liebeler determines that an industry in the United States
is not materially injured, or threatened with material injury, and that the
establishment of an industry in the United States is not materially retarded
by reason of imports of live swine which are subsidized by the government of
Canada. ) :

4/ Commissioner Eckes determines that an industry in the United States is
threatened with material injury by reason of imports of fresh, chilled, or
frozen pork which are subsidized by the government of Canada.

@



impbrts of live swine énd fresh, chilled, or frozen pork from Canada were
being subsidized within the meaning of section 701 of the Act (19 U.S.C.

§ 16}1). Notice of the institution of th; Commission's investigation and of a
public hearing to be held in connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of April 24, i985_(50 FR 16175). The hearing was held in Washington,
DC, on June 25, 1985, and all persons who reqﬁested the opportunity were

permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION 1/
| We determine that an industry in the United States is magerially injured
by reason of imports 6? live swine which are subsidized by the government of
Canada. 2/ We determine that an industry in the United States is not
materially injured or threatened with material injury, and that the
establishment of an industry is not materially retarded, 3/ by reason of
im;orts of fresh, chilled, or frozen pork which are subsidized by the

government of Canada. 4/

Definition of the domestic industry

As a threshold matter, we are required to define the scope of the
domestic industry tb be examinéd_jn this -countervailing duty inves£igation.
The term "in@ustry".is statutorily defined in section 771(4)(A) as "the
doméStiCAbroducers as a whole of a like product, or those producers whose
collective output of the like product constitutes a ﬁajor proportion of the

Ftoﬁai domestié'pfoduction of tﬁat product.” 5/ - "Like product,” in turn, is

defined in section 771(10) as a "product which is'liké. or in the absence of

1/ Chairwoman Stern and Commissioner Lodwick did not participate in this
investigation. : ’

2/ Vice Chairman Liebeler determines that an industry in the United States
is not materially injured, or threatened with material injury, and that the
establishment of an industry in the United States is not materially retarded,
_ by reason of imports of live swine which are subsidized by the government of
Canada. See Additional and Dissenting Views of Vice Chairman Liebeler at 19.

3/ Since there is an established domestic industry, “material retardation"
was not raised as an issue in this investigation and will not be discussed
further. .

4/ Commissioner Eckes determines that an industry in the United States is
threatened with material injury by reason of imports of fresh, chilled, or
frozen pork which are subsidized by the government of Canada. See Additional
Views of Commissioner Eckes at 25.

5/ 19 U.S.C. § 1677(4)(A).



like, most similar in characteristics and uses with, the article subject to an
iﬁvestigation A Y

The imported products in this investigation are live swine and fresh,
chilled, or frozen pork. In the preliminary investigation, the Commission
arrived at some tentative conclusions regarding the definition of the like
product and domestic industry. In this final investigation, we have
reexamined these conclusions in light of additional information. We determine
that there are two like products:. (1) live swine and (2) fresh, chilled, or
frozen pork;

Our determination that live swine.and fresh, chilled, or frozen pork are
two like products is based upon a number of faétors. Obviously, the
charécte;istics of live swine are different.tﬁan fresh, chilled, or frozen
pork. In addition, the products have diffefent uses. .Swine #re'produced by
growers for the purpose of being sold to, and slaqghtered by, thé packers.
Unprocessed pork is sold by pacgers to remanufacturers for further proéessing
into food and varioﬁé bi—products ér can be sold directly to end users. |

Further, the two are produced in veryvdifferent facilities: oﬁe involves
facilities for raising hogs; the other requires facilities for slaughtefing
hogs. To be converted into pork, live swine must be subjected to the
slaughtering pfocess during which they are stunned, bled, scalded, dehaired,
decapitated, and eviscerated. These packing operations add substantial value
by transformiﬁg the live aniﬁal into pork. 1) The products also sell to

different markets; packers buy swine, while processors or retailers buy pork.

6/ 19 U.S.C. § 1677(10).
1/ Livestock and Poultry Outlook and Situation Report at 34 (May 1985)



The relevant domestic industry which produces live swine consists of hog
gfowers. 8/ The domestic industry which produces pork is, at least, the pork
"packers. In this investigation, we must also determine whether the relevant
domestic unprocessed pork industry includes hog growers as well as pork
packers. in some previous agricultural investigations, the Commission has
included both the growers of the raw agricultural product and the producers of
‘the proceséed product in a single industry when certain criteria are met. 9/

As discussed in the Table wiﬁeé case, 10/ the Commission has exercised
discretion in defining an agricultural industry, relying on the following

factors. First, the Commission has considered the extent to which the raw

8/ The argument has been raised that because Canadian hogs are leaner and
higher in quality than U.S. hogs, the imported and domestic products are not
identical. Respondents, the Canadian Pork Council (CPC), contended that these
differences between Canadian hogs and U.S. hogs are such to render them not
like products. See Transcript of the hearing (Tr.) at 120-21. The statute,
however, does not require the "like product™ to be identical to the article
subject to investigation. Any alleged quality differences between the
imported and domestic hogs are not sufficient to make them unlike. See Cotton
Shop Towels from Pakistan, Inv. No. 701-TA-202 (Final), USITC Pub. 1490 at 4
(1984). We, therefore, determine that the domestic hogs are like the imported
hogs.

9/ See, e.g., Certain Red Raspberries from Canada (Raspberries), Inv. No.
731-TA-196 (Preliminary), USITC Pub. 1565 (1984) and 1707 (Final) (1985); Lamb
Meat from New Zealand (Lamb Meat), Inv. No. 701-TA-80 (Preliminary), USITC
Pub. 1191 (1981), and Invs. Nos. 701-TA-214 and 731-TA-184 (Preliminary),
USITC Pub. 1534 (1984); Frozen Concentrated Orange Juice from Brazil (Orange
Juice), Inv. No. 701-TA-84 (Preliminary), USITC Pub. 1283 (1982) and 1406
(Final) (1983); and Sugar from the European Community (Sugar), Inv. No.
104-TAA-7, USITC Pub. 1247 (1981). See also S. Rep. No. 249, 96th Cong., 1lst
Sess. 88 (1979).

The Commission has not included growers within the definition of the
industry producing the processed product in the following cases: Certain
Table Wines from France and Italy, Invs. Nos. 701-TA-210-211 (Preliminary),
USITC Pub. 1502 (1984); Frozen French Fries from Canada, Inv. No. 731-TA-3
(Preliminary), USITC Pub. 1259 (1982); Instant Potato Granules from Canads,
Inv. No. AA1921-97, USITC Pub. 509 (1972); Canned Hams and Shoulders from
Belgium, Denmark, the Federal Republic of Germany, France, Ireland, Italy,
Luxembourg, the Netherlands, and the United Kingdom, Invs. Nos. 701-TA-31-39
(Final), USITC Pub. 1082 (1980).

10/ Certain Table Wines from France and Italy, Invs. Nos. 701-TA-210-211
(Preliminary), USITC Pub. 1502 (1984). :

o



product enters into a single line of production resulting in the processed
prodﬁct. Second, the Commission has examined the degree of economic
integration between gééwers and packers, often looking-at the legal
relationship'between the two groups. For example, if there is substantial
interlocking ownership, if there are shared revenues; or if, contractually,
the‘prices paid to producers directly control the prices to growers, then both
groups can be mére certainly affected in a like manner.

Initially, we note that the "single, continuous line of production”
standard has béen ﬁet in that the raw product is primgrily sold in'only one
market, and the primary purpose of raisin; slaughter hogs is to produce pork
meat. ll/A The requisite integration of economic interest in this
investigation, howéver, is lacking. Lesé_than 5 percent of packing facilities

are owned by the grbwers. 12/ Virtually none of the grower facilities are

[]

- 11/ The by-products of the slaughtering operation (e.g., pig skins, blood,
and certain organs), which account for a very small share of the value of the -
hog, are sold for the manufacture of products such as pig skin leather, blood
meal, and pharmaceuticals. The remainder of the swine--the "carcass"--is
divided into the various "primal cuts" of pork (e.g., ham, bellies, etc.) and
the various sundries (e.g., liver, kidneys, etc.). Discussions with

David Ludwick, Livestock Commodity Analyst at the U.S.I.T.C.; Pre-Hearing
Memorandum of the Canadian Meat Council at 3.

12/ In contrast, in Orange Juice, infra n.14, 80 percent of all the oranges
used to produce frozen concentrated julce were either processed by
grower-owned, non-profit cooperatives or under participation contracts. 1In
Lamb Meat, two major packers were owned by feedlot owners, one packer was .
owned by growers, and two packing companies were fully integrated. These five
packers accounted for more than 50 percent of the -domestic packer capacity.
Further, :a number of commercial-scale feedlots were owned by growers. .Inv.
No. 701-TA-80 (Preliminary), USITC Pub. 1191 at 8 (1981). In Raspberries, the
Commission found that 35 percent of the domestic raspberry crop was grown by
growers who maintained bulk packing facilities and that the majority of bulk
packers in Washington and Oregon were grower-packers. Inv. No. 731-TA-196
(Preliminary), USITC Pub. 1565 at 7-8 (1984).




owned by packers. 13/ Eurther, the petitioners have conceded that the prices
for ﬁogs are not linked by contract to the prices received by(phe packers. 14/
While the absencé'of a.legal relationship between growers and packers is
not determinative of the absence of economic integration, we are unpersuaded
by the petitioners' contention that an integration of economic interest can be
reflected solely by a high price correlation between live swine and fresh,
chilled, or froien pork. 15/ We, therefore, cannot find that growers should
be included into a single industry with packers producing pork. 16/
Accordingiy, we determine that there are two likg products: a like
product live swine and a like product fresh, chilled, or frozen pork. We also
determine that the two relevant domestic industries are defined as follows: a
domestic industry consisting of hog growér; and a domestic industry consisting

exclusively of pork'packers.

Condition of the domestic industries
In assessing the éon&ition of the dbmestié-industry. the Commission
considers, among other factors, the trends in production, capacity, shipments,

employment, productivity, and profits. 1In this investigation, the Commission

13/ The Packers and Stockyards Statistical Resume at 27 (Mar. 1982) shows
that swine feeding activities by packers accounted for less than 60,000
animals in 1980, the last year for which such data were collected.

. 14/ cf. Frozen Concentrated Orange Juice from Brazil, Inv. No. 701-TA-84

(Preliminary), USITC Pub. 1283 (1982) and 1406 (Final) (1983), in which
80 percent of all the oranges used to produce frozen concentrated juice were
either processed by grower-owned, non-profit cooperatives or by independent
processing plants under "participation plans" whereby the price paid to the
grower is determined by the final selling price of the concentrate. Only a
small percentage of growers were paid on a cash basis.

15/ Pre-Hearing Brief of National Pork Producers Council at 9; Tr. at 74-75.
Even if this correlation were to exist at any one point in time, it could
change for any number of reasons (e.g., changes in non-hog costs of production
for packers, pork marketing decisions, etc.).

16/ See Additional and Dissenting Views of Vice Chairman Liebeler at 19.
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considered such information concerning the condition of the domestic

industries for the period covering 1981 to the first quarter of 1985.

Live Swine 17/ 18/

Due to the nature of this industry, we relied priﬁarily on U.S.
Department of Agriculture (U.S.D.A.) data. 19/ 20/ U.S. production of live
swine decreased by 9 percent to 85 million head from 1981 to 1982 and then
increased by 9 percent to 93 million head in 1983. g;) Swine production
declined by f bercentvin 1984 and then increased slightly in January-March

1985 compared with production in the corresponding period in 1984.

17/ Due to the nature of the swine growing industry, there are no discernible
trends regarding capacity and employment. The Commission determined that
there is no meaningful measure of capacity or capacity utilization for swine
growers. Many farmers view their female breeding animals as their A
"factories”. Female animals are not "idled"; they are either bred to produce
pigs or sold for slaughter. In addition, baby pigs, once farrowed, cannot be
held; they are sold or raised to slaughter weight. Inasmuch as a swine can be
raised in open fields and supplied with a wide variety of feeds, U.S. growers . .
have nearly unlimited capacity to raise swine. Conditions of Competition
Between the U.S. and Canadian Live Swine and Pork Industries, Inv. No.
332-186, USITC Pub. 1615 at 13, 17, and ix (1984); The U.S. Pork Sector:
Changing Structure and Organization at 18-22 (1985). Further, most U.S. swine
growing enterprises are family-owned farms that, typically, raise more than
one agricultural product (including feed in conjunction with the swine growing
operations). Other agricultural products, including other species of farm
animals, are raised independent of swine growing. Consequently, there is no-
uniform, meaningful way for growers to allocate their labor and management to
swine growing. Discussions with David Ludwick, Livestock Commodity Analyst at
the U.S.I.T.C.

18/ Vice Chairman Liebeler does not interpret the data as being indicative of
injury. Nonetheless, assuming arguendo, that the domestic industry is
materially injured, her negative determination is based upon a finding that
there is not a sufficient causal link between such injury and the subject
imports. See Additional and Dissenting Views of Vice Chairman Liebeler at 19.

19/ In 1984, there were 431,680 enterprises producing swine in the _
United States. Report of the Commission (Report) at A-11l. Only 6 percent of
these enterprises maintain 500 or more head of swine during the year. Id. at
A-13. Due.to the lack of concentration in the industry and the availability
of reliable secondary data from the U.S.D.A., we relied primarily upon the
U.S.D.A. data. Id. at A-21.

20/ Commissioner Rohr also notes that such reliance was made necessary by the
low response rate to the Commission's own questionnaires.

21/ Report at A-22, Table 10.



Domestic shipments of live swine fluctuated downward during
1§81—84. 22/ 23/ Shipments fell by 10 percent from 91 million head in 1981 to
82 million head in 1982, increased by 6 percent to 87 million head in 1983,
and decreased by 4 perc;nt to 84 million head in 1984. in January-March 1985,
shipments declined by 6 percent compared with those in the corresponding
period of 1984. 24/

The financial experience of the swine growers has reflected significant
declines in profitability. After.experiencing a profitable year in 1982
during which average prbfit margins of farrow-to-finish growers were $24.08
per hog, average margins declined to losses of $2.62 ferAhog in 1983 and $4.45
in 1984. 25/ WNet profit margins to U.S feeders 26/ averaged $2.14 per
hundredwgight in 1982 and then declined irregularly to losses of $5.52 per
hundredweight in 1983 and $4.44 in 1984. 27/ Information also was obtained
from the questionnaire responses of a small numbep of growers. 28/ These data
indicate that the growers were profitable in 1982, profitability declined in

1983, and the growers showed losses in 1984, 29/ 30/ Although the financial

22/ 1d.

23/ Production figures represent pig births and include both swine that may
not be ready for slaughter and swine that do not survive to slaughter weight.
Additionally, these production figures do not reflect changes in inventories.
Accordingly, domestic shipments, which represent swine that are sold for
slaughter, are a more reliable indication than production data in this
investigation.

24/ U.S. exports of live swine account for a very small share of U.S.
production. Report at A-22-A-23, Table 10. As a rule, these hogs are not
exported for slaughter in the receiving country but, rather, for breeding
stock.

25/ Id. at A-29, Table 19.

26/ Pigs are raised to a weight of about 40 pounds in about two months and
are then referred to as feeder pigs. The U.S. feeder operations raise these
feeder pigs to a slaughter weight of about 220 pounds. Id. at A-7.

27/ Id. at A-30, Table 20.

28/ Commissioner Rohr notes that, due to the low response rate, he did not
rely upon this information in reaching his decision.

29/ Report at Appendix E.

30/ Vice Chairman Liebeler notes that 1982 was an unusually good ‘year for
swine growers. Thus, it is misleading to base a finding of injury by
comparing the current state of the industry to the condition it was in in 1982.
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data received from the growers are not necessarily representative of all
growers, we note that the growers' responses tracked the published data. 31/
on the basis of ‘our analysis of all these indicators, we conclude that

the domestic swine industry is experiencing material injury.

E

Fresh, chilled, or frozen pork 32/

Pork production increased steadily by 12 percent from 1982 to 1983 and
increased by another 2 percent in 1984, reaching 6 9 billion pounds.
Production 1ncreased by 5 percent during January—narch 1985 when compared to
the corresponding period in 1984. 33/

Capacity to produce(pork 1ncreased faster than production from 1982 to
1983 and consequently, capacity utilization declined irregularly from
85.1 percent to 71 6 percent respectively Tetal_capacity to produce pork
changed slightly during 1984—Harch 1985. Rising production.in_1984 and in the
first quarter of 1985, therefore, yielded a capacity utilization rate equal to
73.0 percent in 1984 and lS.ZVpercent during January-March 1985. 34/ Had
capacit} remainedistable during the period of investigation, .capacity
utilization would have risen. |

Domestic shipments of U.s. —produced pork fluctuated during the period of
investigation. 35/ Shipments declined by 10 percent from 1981 to 1982,

increased by 7 percent in 1983, and then declined by 2 percent inA1984.

31/ See supra nn.25 and 27. :

32/ Vice Chairman Liebeler does not interpret the data as being indicative of
injury. PNonetheless, assuming arguendo, that .the domestic industry is
materially injured, her negative determination is based upon a finding that

there is not a sufficient causal link between such injury and the subject
imports. '

33/ Report at A—23 Table 11.

34/ 1d.

357 1d. at A—24, Table 12.

@2
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Shipments declined by 4 percent in January-March 1985 coﬁpared with shipments
in tﬁe corresponding pefiod of 1984. Exports of pork fluctuated downward
during January 1981—Hafch 1985 and have accounted for less than 1 percent of
total shipments since 1982.

The average number of production and related workers producing pork
declined irregularly during 1982-84. 36/ After increasing by 3 percent from
1982 to 1983, tﬁe average number of production workers fell by 12 percent in
1984. Hours worked by these workers decreased by 1 percent from 1982 to 1983
and by 6 perceht in 1984. Employment rose slightly during the first quarter
of 1985 as compared with the corresponding period in i984. |

tabo; productivity increased from 234 pounds per man hour in 1982 to 287
pounds per man hour in 1984. 37/ The wagé rate for production and related
workers declined sharply during 1982484 from $10.17 in 1982 to $8.27 in 1984.
As a result, unit labor costs decreased from 5.3¢ per pound in 1982 to 3.5¢
per pound in 1984.

The financial data furnishéd by the packeré reflected declines in
profitability. 38/ Operating income as a share of'net sales was 0.4 percent
in 1982. Operating income as a share of net sales then declined to negative
margins of 0.2 percent in 1983 and 1984.

The condition of the industry during the period of investigation has
deteriorated as evidenced by the industry's declining financial situation.
Even though production has gone up, the existence of over capacity in the
industry ﬁas resulted in a declining capacity utilization rate. Despite

rising productivity and lower wage rates, the industry remains unprofitable.

(9]
[
~

. at A-25, Table 14.
. at A-26, Table 15.
. at A-33, Table 22.

i
NN
NN
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We determine, based upon all the indicators discussed above, that this

industry is experiencing material injury. 39/

Material injury by reason of the subsidized imports from Canada—-live swine

Under section 705(b) of the Tariff Act of 1930, as amended, the
Commission is required to determine whether an industry in the Unitéd States
is materially injured or threatened with material injur; by reason of imports
of merchandise with respect to which the Department of Commerce (Commerce) has
determined that subsidies are grﬁnted. 40/ 1In reaching its decision as to
whether ﬁaterial injury is by reason of the imports under investigation, the
Commission considers, among other factors, the volume of imports; the effect
of imports on prices in the United States for the like product, and the ;mpact
of such imports on the relevant domestic industry..ﬂl/.

Our consideration of the factérs and conditions of trade in the live
swine industry leads us to £he determination thét'iﬁports of livg swine:from
Canada have caused material injury to the domestic industry.

Almost all U.S. imports of swiné-originate from Canada. 42/ U.S. imports
of Canadian swine more than doubléd from 1981 to 1982, increased by 52 percent
in 1983, and'almost tripled from 1983 to 1984. During J;nuary—uarch 1985,
imports of Canadian swine increased by 97 percent compared with £he
corresponding period in 1984,

Market penetration by imﬁorts of Canadian swine increased steadily from
0.2 percent in 1981 io 1.6 percent in 1984. 43/ Canadian swine imports

accounted for 2.6 percent of apparent U.S consumption in January-March 1985.

39/ Commissioner Eckes determines that the domestic industry is threatened
with material injury.

40/ 19 U.S.C. § 1671(b)(1).

41/ 19 U.S.C. § 1677(7)(C).

42/ Report at A-37, Table 25.

43/ Id. at A-39, Table 27.
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Another factor in our determination is the effect that imports of
Canadian swine had on domestic prices. 44/ 45/ The price of live swine
products is very sensitive to changes in supply. We used elasticity estimates
submitted by the petitioners and the respondents to estimate the effect on
swine prices of changes in the Canadian share of the integrated U.S./Canadian
live swine market. 46/ The results of these estimates show that the Canadian
share fell in 1983 and caused swine prices to increase by approximately $.19
to $.38 per hundredweight. Furthér, the Canadian share rose in 1984 and
caused swine prices to decline by approximately $.64 to $1.27 per
hundredweight. Based on U.S.D.A. forecasﬁs, the Commission projected an
increase in the Canadian msrket share sf live swine for 1985 and resulting
lower prices of approximately $.18 to $.36 per hundredweight. 47/

Using these same elasticities, we also examined the aggregate impact on
gross revenues of all U.S. growers as a result'of.chpnges in the Canadian
share of the live swine market. 48/ Gross revenues were higher by
approximately $36 million to $73 million in 1983. Gross revenues were lower
by approximately $118 million to $234 million in 1984. For 1985, we projected

lower gross revenues by approximately $32 million to $64 million.

44/ Report at A-44-A-45, Table 29.

45/ Commissioner Eckes notes that at the public hearing expert witnesses
representing both petitioners and respondents testified that increased
Canadian supplies helped depress U.S. swine prices. The expert witnesses
disagreed principally about the degree of price impact. Tr. at 55-56 and
169-71.

46/ A range of elasticity estimates was used because the complexity of
economic relationships and the problems of econometric estimation make it
impossible to obtain a precise estimate. The range presented is likely to
include the actual elasticity.

.47/ Office of Economics memorandum EC-I-266 at 3 (July 24, 1985).

48/ Vice Chairman Liebeler does not view a loss of $273 per year per farmer
as constituting material injury by reason of the subject imports. See
Additional and Dissenting Views of Vice Chairman Liebeler at 22-23.
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The published U.S. price for barrows and gilts avefgged $55 per
hundfedweight in 1982, dropped to $48 per hundredweight in 1983, and then rose
slightly to $49 per huhdredweight in 1984. Thé published U.é: price declined
further averaging $45 per hundredweight during the first quarter of 1985
compared with $48 during the corresponding period in 1984. 49/

The rapid increase in the Canadian share of the market at subsidized
prices has had é disruptive effect on the U.S. market that, combined with the
depressing-effect that this increased share had on swine prices, leads us to
conclude that the domestic industry has been materially-injured by reason of

the subject imports.

No material injury by reason of subsidized imports from Canada--pork

Our consideration of the fagtors an¢;con§itioqs of trade in the fresh,
chilled, br‘érozen pork industry leads us to the'conclusion_that imports of
fresh, chiiled, or frozen pork hayeinot caused injury to the domgstic industry.

Imports of fresh, chil;ed,'Ot frozen pork from,CPnada increased from 192
million pounds in 1981 to 269 million pounds in 1982 before declining to 266
millidn ﬁounds in 1983. 50/ Imports then rose to 3454million pounds in 1984.
These imports increased to 108 million pounds in January-March 1985 compared
with 82 million pounds during the corresponding period in 1984.

Imports of fresh. chillea. or- frozen pégk from Cangdg captured

1.9 percent of the U.S. market in 1982, dropped to 1.7 percent in 1983, then

N

49/ Commissioner Rohr also notes that the Commission obtained comparative
pricing data from Canada. These data indicate to him that Canadian swine have
frequently undersold the U.S. product He believes the underselling to be
significant in the context of his analysis of this industry. Commissioner
Rohr also notes that the decline in U.S. prices generally occurred at the same
time that Canadian imports rose.

50/ Report at A-37, Table 25.
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increased to 2.2 percent in 1984. 51/ Canadian imports;.share increased to
2.8 bercent in January-ﬁarch 1985.

Although imports'bf fresh, chilled, or frozen pork from Canada increased
in volume during the period of investigation, the import penetration ratios
remained low. The domestic industry retained virtually 97 percent of U.S
consumption. Additionally, there was only one instance of a confirmed lost
sale. 52/ 53/

We reviewed the pricing data and found no discernible trends regarding
the effect of the subject imports on U.S. prices of fresh, chilled, or frozen
pork. 54/ 55/ We stress also that the price of U.S. éork generally rose at
the same ﬁime that imports of frgsh, chilled, or frozen pork from Canada were

increasing. 56/

No threat of material injury by reason of subsidized imports from Canada--pork
Section 612 of the Tariff and Trade Act of 1984 (the 1984 Act) adds a new
subparagraph 771(7)(F) which directs the Commission to consider a number of

economic factors in assessing threat of material -injury. Such factors

51/ Id. at A-40, Table 28.

52/ Office of Economics memorandum EC-I-267 (July 24, 1985). -

53/ Vice Chairman Liebeler does not consider the presence or absence of
confirmed lost sales determinative or persuasive on the question of a causal
link between subsidized imports and material injury to the domestic industry.
- Typically, an import that is subsidized affects the domestic industry the same
way regardless of whether it is a confirmed lost sale. Although it might be
appropriate to inquire whether a sale by a respondent has been in lieu of
sales by the domestic industry or, alternatively, at the expense of imports
from other countries, Commission information on lost sales is not capable of
providing an answer to such a question because the data are based on a very
small and biased sample.

54/ Report at A-51-A-52, Tables 32-33.

55/ Commissioner Rohr notes that the pattern with respect to underselling is
substantially different from that for live swine. . The pattern of pricing
reflects, in fact, higher prices in most instances for the Canadian product.

56/ Report at A-51-A-52, Tables 32-33.
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“include: (1) the nature of the subsidy; (2) the ability of the foreign
pfoducers to increase the level of exports to the United States and the
likelihood they will do so; (3) any rapid increase in penetration of the U.S.
market by the imports; (4) the probability that imports of the merchandise
will enter the U.S. at prices that will have a depressing or suppressing
effect on domestic prices of the merchandise; (5) any substantial increases in
inventories of imported merchandise in the United States; (6) underutilized
capacity for producing the merchaﬁdise in the exporting country; (7) any other
demonstrable adverse trends that indicate the probability that importation of
the merchandise will be the cause of actual injury; and (8) the potential for
product-shifﬁihg; 57/ 1In order to conclude that subsidized imports constitute
a threat_of material injury to the domestic industry, the Commission must find
that the threat is real and imminent, and not based upon a mere possibility'
that injury might occur at some remote future datg. 58/ i

We initially note that theAsubsidies which were found to exist by
Commerce are not export subsidies inconsistent with the Subsidies Code.
Rather, they are purely domestic subsidies.

Canadian pork production fluctuated during the period of investigation.
Production declined from 1.9 billion pounds in 1980 to 1.8 billion pounds in
1982. Production then increased in 1983 and rose again the following year
reaching 1.9 billion pounds in 1984 before declining slightly during the first
quarter of 1985. Although pfoduction has recently increased, we note that the
increase has only resulted in a return to 1980 levels. Canadian consumption

decreased only slightly from 1.7 billion pounds in 1980 to 1.5 billion pounds

57/ 19 U.S.C. § 1677(7)(F).
58/ S. Rep. No. 249, 96th Cong., 1st Sess. .89 (1979).
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in 1984. 59/ Further, Canadian pork exports increased.by 45 percent betwgen
1§81 and 1982, decreased by 4 pe;cent iﬁ 1985, and then increased by

11 percent in 1984. 1In our view, these figures do not indicatg that imporgs
of fresh, chilled, or frozen pork from Canada pose a threat to the domestic

industry.

As noted above, although the volume of imports increased during the
period of investigation, penetration':atios‘;émained_low.‘ The domestic»
industry retained virtually 97 éefceht of U.S. consumption. 60/

Data regarding U.S. inventories of Canadian pork are confidential and,
therefore, cannot bé disclosed. Noneiheleés. we note that there were
virtually no'invenﬁoriesa 61/ |

Respondents in this investigation have cpnpeded that the Capadian
industry has adequate capacify to slaughter Canadian produced swine. 62/
There was, however, no indicatioﬂ inAthis'investigation_that Cangdian
production capacity has increasgd. To the contrary, we note that there has
been a decline in breeding potential of the Canadian hog industry. 63/
Canadian inventory of live swine for breeding declined by 2 percentAfrom April
1984 to April 1985. This resultant decline in Canadian swine froduction will

likely reduce pork exports. 64/

59/ Report at A-18, Table 7.

60/ Commissioner Rohr did not find that imports were entering the United
States at prices that have a depressing effect on the domestic prices. To the
contrary, the data indicate that the Canadian product generally was not
entering the United States at prices which undersold the domestic product.

61/ Id4. at A-37. A .

62/ Memorandum to the File prepared by David E. Ludwick.

63/ Tr. at 130. _

64/ Pre-Hearing Memorandum of the Canadian Meat Council at 37; Post-hearing
Memorandum of the Canadian Meat Council at 9. We also note that the number of
swine farms in Canada is decreasing. Pre-Hearing Memorandum of the Canadian
Pork Council at 30-46; Post-Hearing Memorandum of the Canadian Pork Council at
at 6.
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Finally, complainants made the argument thai imposi£ion of countervailing
dutiés on live sﬁiﬁe wiil iead.to ggtempis to ;ircumvent these duties through
decreased imports of live swine and increased imports of fresh, chilled, or
frozen pork. 65/ This may bé true.j A threat, however, must be "real"Aand
“jmminent.” 1In this case, there are too many uncertain factors for us to
speculate on the linkage between imports of-the'twp products. For example, we
note that live éwine are being imported for slaughter by U.S. packers. The
incentive for such packe;é £o'impo§t £he already slaughtered animal is, at
best, marginal. The tréditionél importers of‘live swine, then, are‘not likely
to be %he new importers bf‘uﬁprocéssed pork. Further; as a pfactical\matter,
the means for the shipment of liQe swine are not ;eadily usable for the \
transport of unpf;cessed pork. 'Thereforé, for gpkgté?ﬁiﬁitdiQQrsioﬁ to occur,
new channels of tranéportation,'disffibuﬁion; aﬁd éaiés'wéui&:ﬁave.tb be put
into place. The~statﬁté doés ndi pernmit uslto spééulate whétﬁér~§uch€
developmehté will occur. 'é findihg of'tﬁfeat i?; therefore, to; speculative

for us to make at ihis timé.'

65/ Vice Chairman Liebeler does not reach this question having simultaneously
made negative determinations with respect to both industries.



ADDITIONAL AND DISSENTING VIEWS

OF VICE CHAIRMAN SUSAN W. LIEBELER

Domestic Industry Producing Fresh, Chilled, and Frozen Pork

I am uncomfortable with the test used by the Commission in
some agricultural cases to define domestic industry. 1In some
agricultﬁral cases, the Commission has usgd a two-pa;t test to
determine whether the relevant domestic industry includes the
growers of the unprocessed agricultural product, in addition to
the producers 6f the ﬁrocessed.product. According to this
test, the Commission will include the growers in the domestic
industry if there is both a single, continuous line of
ptoduction~from~thé-unprocessed agridultural product to the
processed product, and an economic ihtegration of interests
between the growers and the processo:s; An argument can be
made that neither the statute, nor the legislative history,
allows the Commission to define domestic industry more
expansively in agricultural cases. In this case, a strict
reading of the statute could require that only the packers are
in the domestic pork industry, because they are the only ones
to Jproduce" the like product. Support for this argument can
-be found in the Conference Report on the Trade and Tariff Act

of 1984, which reads in pertinent part:

19



The term . "industry" for purposes of CVD and AD
investigations means the domestic producers of a "like
product", and the term “"like product" has been defined and
interpreted to include only those products which are
identical or most similar in their characteristics to the
imported article. Accordingly, producers of products being
incorporated into a processed or manufactured article
(i.e., intermediate goods or component parts) are generally
not included in the scope of the domestic industry that the
ITC analyzes for the purpose of determining injury.l

The Commission's two-part test in agricultural cases would
appear to be inconsistent with this legislative history. The

first prong, however, makes some economic sense. If almost all

- .slaughter hogs raised are turned into pork, then there is

certainly a sense in which the growers are in the pork
produciﬁg industry, in that pork is the sole or primary end
product of their efforts. Furthermore, if almost all swine
eventually becomes pork, then a priori there. is no basis to
presume that any unfair trade practices would have a greater
adverse effect on pork packers than on'swine growers. Both.
growers and packers would be adversely af_fected.2 It does

not follow that if only some of the unprocessed prodﬁct becane
the final processed product that growers would not be adversly
affected. Rather the smaller the share of the producers'

product that goes into the final processed product, the smaller

‘will be the grower's share of the injury.

1H.R. Rep. No. 98-1156, 98th Cong., lst Sess. 188 (1984)
(emphasis added).

2Any injury from unfair trade practices would be divided
among the growers and packers based on their elasticities of

supply.
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In determining whethér there is thé.requiéite degree of
economic integration, the Commission looks at thé legal
‘»relationshib between the growers and packers. This makés
little economic sense. The share of the injury incurred by the'
growers will depend on‘the share of their product that goes
into the final product and the relevant elasticities of
supply. It has nothing tb do with thé'fOtm of the contract
between the growers and the packers. If the packers' supply
curve is infinitely‘elastié..then all of_;he'inju:y wiil be
.passed to the growers._'lndividuals coﬁbine.into firms, and
firms expand their operations into other areas for a variety of
reasons. It is clear that these legal relationéhiés have

nothing to do with the ingidence'df.the injury.

Therefore, although I have my doubts about the test the
Commission has used to-Qefine domestic industry -in agricultural
cases, I have adopted that test iﬁ this case. 1 havezdong so
because this test is Commission precedent and becéuse i£*was-_
the basis for the partiesr,a:guhents. and beca#se'my
determination would have been the same had I inéluded swine
growers in the domestié fresh, chilled, and froéen pofk
industry. I do, however, believelthét the Commission should
consider this quéstioh'anew-in the'futuré. and 1 look forward
to reading parties‘.briefs on .the appropriate definition of the

domestic industry.
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No Material Injury by Reason ‘of Subsidized Imports of Swine

from Canada -

1 determine-that an industry is not materially injured or
threatened with material injury by reason of subsidized imports
of swine from Canada. -My determination-is"based ptimarily on
the ﬁact that econometric estimates of' the effect of subsidized
imports of swine from Canada-on:the prices received by growers
spggest that:phe,revenues received by growers were reduced by
091y about $300 a farmer a yearﬁ'an?amount”which‘is not

material.

Both petitioners and. respondents have presented evidence on
the effect of subsidized imports of swine from Canada on the
price received by domestic. growers.for their swine. Estimates .
~of the effect of the subsidy on the prices received by domestic .
growers suggest that domestic prices:have fallen between 18¢
'apd‘36¢ per hundredweight.svwhich'is a reduction of

significagtlyﬁ}ess than 1 percent: of the price paid for live

3office of Economics memorandum EC-1-266 at 3 (July 24, 1985).
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swine.4. This suggests thqt for 1985‘gross revenues will be
lower by approximately $32 million to $64 million in 1985.
‘Because ;hg;e aré abproximately 400,000 swine growers in ;he
‘United;Statesy‘this translates into a loss of gr;ss revenue_of

between $180 and $360 a farmer a year.

Section 771(7)(A) defines mgtgrial jnjury as "ha:m‘whiéh is
not inconsequential, immatétial,‘or unimportant._"5 In making
its determination the Commission is directed to consider aﬁong
other factors "the effect of imports of that merghandise_on

pricgs in the UnitedAStates for 1ike’p:oducts.“§

In doing so

| the pommiss;on considers whether "the effect of imports of such
merchandise'otherwisé'depresseé prices to a significant degree
or prevents price increases} which otherwise would have
occuzred.-té ; significant deqree.“7  I do not believe that a
decreése ih~§£ice of less than one pércent is a significant
depression of price in this investigétion. Therefore, 1
conclude that subsidized imports of's&ine,from Canada are not a

cause of material injury to the domestic industry producing

swine.

4views of the Commission, at 13.
519 U.S.C. 1677(7)(A) (1982).

619 U.S.C. 1677(7)(B)(ii) (1982).
719 U.S.C. 1677(7)(C)(II) (1982).
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1 further determine that a domestic indusfry is not
threatened with matérial injury by reason of éuBsidiied ihports
of swine from Canada. In order to conclude that subsidized
imports constitute a threat of,matérial injury to the domeséic
industry, the Commission must find thatlﬁhé threat is real énd
imminent, and not based upon a mere possibility that injury
‘might occur in the remote future'.8 There'has béen né
gubstantial change in the stock of Canadian swine in the last
few years.9 In addition; there‘has‘béeﬂ a decline in the
breedinéipotehtiél'of the Canadian hdd'industry;lo
Therefore, 1 determine that there is no threat of material

"injury from imports of subsidized swine from Canéda;‘

8S. Rep. No. 249, 96th Cong., lst Sess. 89 (1979).
9Report at Table 6.
10rranscript at 130.
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'~ DISSENTING VIEWS OF COMMISSIONER ECKES.

I respectfuily disajrée with my colleagues who
made a negative determination on imported pork
products. 1In my opinion the evidence for an
affirmative deﬁerﬁination on pork products is at
least as sttohgvand cémpéllfnglas'inTthe Coﬁmission
majority's affirmative determination on swine imports
from Canada. Moreover, in the‘absgnce of a
countervailing dutylonbéubsidized pork it is
extremely likely that Canadian exporters will.boost
pork shipmenfs and thué_circumvent thg countervailing,
duties. imposéd on Canadiah swine. Consequently, I
determine that theAdeestic_pork packing'inqustry is
threatened with material injury by :easdh of imports
of fresh, chilled, 6:'frqien pork that are subsidized
by the federal and provincial governments of Canada.

In reaching this §££irmative‘determination on the
basié of a real aﬁd imminent threat'éf injury, I am
sensitive to Section 612 of the Tériff and Trade Act
of 1984 (the 1984 Act) which adds é new-Subparagraph
771(7) (F) direéting the.CQmmission to consider a
number of economic factois ih assessing ﬁhreat of

material injury. Such factors include any increase
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in import penetration of the U.S. market, the ability
of foreign prdeCéré}to increase éiﬁorts to the U.S.,
and the likelihood they will do so. Another relevant
consideration involves any éubstantiél'incréése in
inventories of imported merchandise ih the United
States. The revised statute also instructs the
Commission to consider whether fﬁteign;produceis méy
engage'tn'product;shifting’to circumvent an existing
. countervailing duty ordeT. .

In the Conference Report the authors of this
legislation stated that a:’ | |

determination of threat will
require a careful assessment of

‘identifiable current trends and
competitive gondltlons in the
marketplace. This will Fequire
the ITC to conduct a thorough,

" practical, and realistic
evaluation of how it operates. the
role of 1mports in the market, the
rate of increase in unfairly
‘traded imports, and their probable
future impact on the industry.

This assessment ‘may show, for
example, that the volume of.
unfairly traded imports is
increasing and that industry 1s
vulnerable to future harm.

Rep. No. 1156, 98th Cong., 2d Sess. 174-75 (1984).
In examining these criteria, 1 have tried to make a
realistic evaluation of ﬁarkétpiacépéonditions.

Canadian pork imports increasing: During the

three-year period for which the Commission collected
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data related to this investigation, imports of fresh,
chilled, or frozen pork from Canada have increased
both absolutely and as a share of domestic
consumption. Canadian pork imports increased from
191.7 million pounds in 1981 to 269 million pounds in
1982. Report of the Commission (Report) at A-38,
Table 26. Imports declined slightly in 1983 to 266
miilion pounds when strikes and laboriunrest redhced
Canada's éapacity‘to siaughter pork. In 1984,
imports increased dramatically to 345 million pounds
and increased again in thelfirst quarter of 1985
compared to the corresponding period‘in 1984. Viewed
in pergentage,terms. ﬁhese imports increased 40
percent from 1981 to 1982, and then declined slightly
in 1983. The growth of Canadian pOEK,impo:ts resunmned
in 1984, rising 30 percent over 1983 levels. This
trend continued into 1985, as pork imports climbed 32
percent in January-March 1985 cémpared with the
corresponding period in 1984.

Méasured as a share of total U.S. pork
consumptiéh. Canadian pork imports took 1.2 percent
in 1981, increased to 1.9 percent in 1982 and 1.7
percent in 1983. Report at A-40, Table 28. 1In-1984,
Canadian market share rose again to 2.2 percent.

Data for the first quarter of 1985 show that Canadian
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pork imports reached 2. 8 percent of the U.S. market
up from 2.1 percent in the same period of 1984.
These data demonstrate that Canadian pork sales are
on a rising trend in the U. S market

It is true that the U.S. 1ndustry held 97 0
percent of the domestic market as late as 1984, and
first'quarter 1985 data indicate that”the domesticv
indnstry retains 95.9 percent market share. 1 do not
consider these facts a compeiling argnment'for
dism1331ng the domestlc 1ndustry s case in the»
present 1nvest1gation For one thing, nowhere in the
gtatute or legislatlve history is there any “
suggestlon that the Commission has authority to

impose a de minimis market share test in determining

whether sub31dized 1mports have caused materlal
1njury to the domestic 1ndustry Instead, Congress
has instructed the Commission to examine carefully |
the overall conditions of trade in considering |
causation. For another reason, such an approach
would be incompatihle with the Commission majority's
approach in holding'that swine imports are materialiy
injuring domestic swine growers. Data for swine in‘
the Commission report indicate that the domestic
industry had 98.4 percent market share in 1984, and

retained 97.4 percent in the first quarter of 1985.
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Canada has shown increased ability and need to

boost pork exports to the United States. Information

obtained in the course of the Commission
investigation indicates that Canadian capacity for
swine slaughtering and processing could increase
without substanfial capital investment or
reorganization. Most slaughter houses in Canada
currently work on a one shift basis, and could expand
_capacity by speeding up slaughter rates, working
overtime or on weekends, or'by adding new shifts of
workers. Memorandum to the File prepared by Staff
Economist. Furthermore, representatives of the
Canadian Meat Council have told_Commission staff that
there is adequate cépacity in Canada to slaughter and
process all of the swine .produced in that country.

| In Canada, like the United States, per-capita
pork consumption has declined as consumer tastes have
changed. As a consequence, United States farmers
have been producing fewer swine and sending fewer
swine to slaughter. The Commission report shows that
the inventory of swine for slaughter on March 1,
1985, was 1 percent below the comparable level for
1984 and 12 percent below the 1981 peak. Report at
A-13, Table 4. But, while U.S. farmers have reacted

to lower prices by gradually reducing their swine
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invehtbries: Canadian-growers have retained their
inventories. 1/ Commission infoiﬁation indicate;
that the Canadiah swine ihvenﬁory has nof varied by
as much as 1 perceht Syer thé %iveﬁyear period from
1980 to 1985. | | |

Unwilling to reduce suppiylénd'unable t6 reverse
declining demand at home, Canada has appaféntly
relied increasingly on eiports ;f subsidiéed pork and
swine to dvoid painfui‘éﬁﬁustﬁénts in the domeétic
market. Thus, Canadién“exborts”of swine inéreased
from 1.0 percent of domestic production in 1981 to
8.3 percent in'1984.~ And, for pork the pattefn wés
identical. Pork expofté qlimbe& from 12:9 percent of
Canadian production in 1981 to 26.3 perceht in 19é4.
Report at A-18. .

It is also important tb observe that éanada has
become even more reliant oﬁ the U.S. market to-absorb
its surplus pork proddction. In'1981, for example,
61.4 percent 6f Canadian pofk exports moved across
its southern borﬁer.‘ Each succeeding year saw Canada
'become ever more reliant:on U.S. pork sales--64
percent of exports in 1982, 66 percent in 1983, and

75 percent'in 1984. Report at A-19, Table 8.

1/ While Canadian figures here. include swine used
for breeding, the trend would be the same.
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Increased Canadian pork exports are likely to

circumvent countervailing duty order on swine.
During this investigation parties have streséed that
there is an inteqrated North American market for
swine and pork. (The flow is one way, however,
because U.S. swine and pork producers sell little of
their products in Canada). As noted above, this
trend is quite evident in the export batterns of
Canadian swine growers and pork producers. Nothing
in the record of this investigation suggests that
Canadian exporters will devélop alternative foreign
markets to aSsorb their surplus subsidized swine and
pork production. "~ Rather, because pork is a highly
perishable commodity and transportation costs to U.S.
consumers are relatively low, it is realistic to
conclude that Canadian pork will continue to travel
south, but in increasing quantities.

Impoéition of a countervailing duty on imports of
subsidized Canadian swine (Can 50.04 per pound live
weight) will give Canadian growers an extraordinary
‘economic incentive to slaughter increasing quantities
of swine in Canada and then ship the resulting pork
products to U.S. processors. There is no question
that Canada has sufficient slaughter-house capacity

to maximize revenues in this manner. Moreover, as
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stated previouély, Canadian capacity for swine
slaughtering and processing coﬁld increase without
substantial capital investment or reorganization.

If all the swihe exported to the United States
were slaughtered instead in Canada and shipped to the
same market as fresh, chilled or frozen pork, so as
to evade the countétvailing Auty on swine, the
Commission report estimates that Canadian pork
produéts would take an even larger share of the U.S.
market in 1985 and subsequent years. That sﬁare in
1985 would be 5.3 percent of domestic consumption!
Report at A-40, Table 28. |

In the judgment_of this Commissioner,-thé facts
of the instant case dictate an affirmative
determination on both swine and pork prodhcts. 'In
revisihg our unfair trade practice laws in 1984,
Congress displayed considerable sensitivity to the
possibility that foreign pfoducers would seek to
shift products tq evade the effects of an antidumping
or countervaiiing duty order. The present case would
appear to present a classic opportunity for such .

circumvention. -

In Mary Mapes Dodge's novel Hans Brinker, a
juvenile classic, children read about the little

Dutch boy who, while trudging along a dike, noticed a
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small hole through which a tiny‘gttéah was flowing.
The little boy undétstood'the.dapger at .a giance.
"That little hole, {f-the-wateévWere é;lowed to
trickle through, would éoon bela iarge‘one; énd a
terrible inundation wéui&_ﬁe‘the:resultl“f M..D§dge.
Hans Brinker at 120 (1945);‘. | .

From my van;ége point.;he'preseni éaée resembles
in pa;t the situation}the iittle'ﬁﬁ;ch,bby
encountered. There can bé‘nb'efféCCive~:elief from
subsidized swine imports;'if'the Commissiod closes
only the hole mafked ﬁéwiﬁe" ahdHnéglects‘altogéthét
the nearby hole mafkedb“pork:"' As the little Dutch
boy knew instinctively. the holé:iﬂ the'dike%§i11
soon become a lérge.one'and a ténrible inundation

will result.






INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

Following a preliminary determination by the U.S. Department of Commerce
that certain benefits that constitute subsidies within the meaning of the
countervailing duty law are being provided to manufacturers, producers, or
exporters in Canada of live swine and fresh, chilled, and frozen pork
(hereafter referred to as pork), the U.S. International Trade Commission,
effective April 3, 1985, instituted investigation No. 701-TA-224 (Final) under
section 705(b) of the Tariff Act of 1930 (19 U.S.C. § 1671d(b)) to determine
whether an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of .an industry in the
United States is materially retarded by reason of imports of such merchandise.

Notice of the institution of the Commission's investigation and of a
hearing to be held in connection therewith was given by posting copies of the
notice in the Office of the Secretary, the U.S. International Trade
Commission, Washington, DC, and by publishing copies of the notice in the
Federal Register of April 24, 1985 (50 FR 16175). 1/ The public hearing
was held in Washington, DC, on June 25, 1985. 2/

Background

On November 2, 1984, the U.S. International Trade Commission and the U.S.
Department of Commerce received petitions filed by counsel on behalf of
members  of the National Pork Producers Council (NPPC), Des Moines, IA,
alleging that an industry in the United States is materially injured, or is
threatened with material injury, by reason of imports from Canada of live
swine and pork, provided for in items 100.85 and 106.40, respectively, of the
Tariff Schedules of the United States (TSUS), upon which bounties or grants
are alleged to be paid. Accordingly, the Commission instituted a
countervailing duty investigation under section 703(a) of the Tariff Act of
1930 to determine whether there is a reasonable indication that an industry in
the United States is materially injured, or threatened with material injury,
or the establishment of an industry in the United States is materially
retarded by reason of imports of live swine and pork from Canada.

On December 17, 1984, the Commission determined, on the basis of the
record developed during the course of its preliminary investigation, that
there was a reasonable indication that an industry in the United States was
materially injured by reason of imports from Canada of live swine and fresh,
chilled, or frozen meat (except meat offal) of swine.

Shortly after the filing of this petition, the Department of Commerce
questioned whether the petitioner, the National Pork Producers Council, whose
members produce live swine, has standing to file a petition on behalf of an

1/ A copy of the Commission's notice of institution is presented in app. A.
A copy of the Department of Commerce's notice is presented in app. B.

2/ The list of witnesses appearing at the Commission's hearing is presented
in app. C. ' '
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industry producing pork absent any support by pork packers. 1/ In response,
petitioner filed a supplemental memorandum stating that six packers of pork
(accounting for approximately 3 percent of swine slaughter) in 1984 supported
the petition, however, they did not join as co-petitioners. Separately, 11
packers or processors (accounting for 20 percent of swine slaughter) expressed
opposition to the petition. Commerce proceeded to initiate its countervailing
duty investigation (49 FR 47079, Nov. 30, 1984) noting that the issue of
standing was unclear and invited interested parties to submit comments.

Subsequent to the conclusion of the Commission's preliminary
investigation, seven pork packers, including one of the largest in the United
States (together accounting for approximately 50 percent of swine slaughter),
communicated their support in this action to impose countervailing duties on
imports of Canadian swine and pork. The inclusion of these firms as
copetitioners, according to Commerce, satisfies the statutory requirements
for NPPC's filing on behalf of an industry producing pork. 2/

Previous Commission Investigation

The Commission recently conducted an investigation under section 332(g)
of the Tariff Act of 1930 (No. 332-186) 3/ for the purpose of gathering and
presenting information on the competitive and economic factors affecting the
U.S. and Canadian live swine and pork industries in U.S. markets. The
investigation was requested by Senator Robert J. Dole, Chairman, U.S. Senate
Committee on Finance. The Commission’s findings were de11vered to that -
Committee on November 21 1984

The scope of the 332 investigation was somewhat broader than the scope of
the instant investigation due to the inclusion of prepared and preserved pork
(processed pork) in the 332 investigation. 1In addition, certain data that
were presented in the 332 investigation have been revised by the U.S.
Department of Agriculture (USDA). Consequently, any comparisons of data or
trends between the two reports should be made cautiously.

Nature and Extent of Subsidies

On June 17, 1985, the Department of Commerce published its final
determination that certain benefits which constitute subsidies are being
provided to producers or exporters in Canada of live swine and pork. The
period examined by Commerce for this preliminary determination was the

Government of Canada's 1984 fiscal year--April 1, 1983, to March 31, 1984.
. The following Government programs were found to confer subsidies:

1/ Packers slaughter the live swine to produce the pork cuts.

2/ See Commerce's notice in app. B. According to petltloner s counsel only
Wilson Foods Corp. joined as copetitioner.

3/ Conditions of Competition Between the U.S. and Canadian Live Swine and
Pork Industries, . . ., USITC Publication 1615, November 1984.




Federal Programs

~Hog Stabilization Payments Provided Under the
Agricultural Stabilization Act
-Record of Performance Program

Provincial Programs

A. Stabilization Programs
-Prince Edward Island Price Stabilization Program
-Newfoundland Hog Price Support Program
~-Nova Scotia Pork Price. Stabilization Program
-British Columbia. Swine Producers' Farm Income Plan
—-Saskatchewan Hog Assured Returns Program
-Manitoba Hog Income Stabilization Plan
-New Brunswick Hog Price Stabilization Plan
~Quebec Farm Income Stabilization Insurance

B. Other programs

-New Brunswick Swine Assistance Program

~New Brunswick Loan Guarantees and Grants under
the Livestock Incentives Program

-New Brunswick Hog Marketing Program

-Nova Scotia Swine Herd Health Policy

-Nova Scotia Transportatlon Assistance
Program

~-Ontario Farm Tax Reduction Program

-Ontario (Northern) Livestock Programs

-Prince Edward Island Hog Marketing and
Transportation Subsidies

-Prince Edward Island Interest Payments
On Assembly Yard Loan

—Quebec Meat Sector Rationalization Program

-Quebec Special Credits for Hog Producers

-Saskatchewan Financial Assistance for
Livestock and Irrigation

Commerce computed the aggregate value of these subsidies to be Can
$0.04390/1b. (live weight) applicable to live swine and Can $0.05523/1b.
(dressed weight) applicable to fresh, chilled, and frozen pork. Consequently,

effective June 17, 1985, the U.S. Customs Service required that a cash deposit

or bond be posted in amounts equal to Commerce's subsidy determinations, on
all imports from Canada of such merchandise.

The Product

Description and uses

This investigation covers all domesticated live swine and all fresh,
chilled, or frozen meat of swine fit for human consumption. Prepared or
preserved meat of swine such as ham, bacon, and sausage is not included.
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Live swine.--In general usage, swine are referred to as hogs and pigs.
The term "hogs" generally refers to mature animals and "pigs"” to young
animals. The provision for live swine in the TSUS under item 100.85 applies
to all domesticated swine regardless of age, sex, size, or breed. 1/

Swine are monogastric, litter-bearing animals that may weigh from 400 to
600 pounds at maturity depending on breed and sex. In the United States, most
swine are slaughtered for meat when they weigh about 220 pounds and are about
6 months old. Such animals are referred to as slaughter hogs. A few of the
more desirable animals are retained for breeding purposes although they are
slaughtered for meat when they are no longer used for breeding. Carcasses of
boars (male swine) sometimes acquire boar odor, an unacceptable odor. that
renders the meat unfit for human consumption. When such .odor is detected by
USDA inspectors, the carcass is condemned.

Worldwide, live swine are divided into three types based on usage--meat
type, lard type, and bacon type--although all three types yield at least some
of the other products. For many years, almost all swine raised in the United
States have been of the meat type, and meat production is virtually the only
purpose for which they are kept.

Swine may be white, dark red, brown, black, or any combination, depending
on breed. The most common breeds of swine in the United States are the Duroc,
Yorkshire, Hampshire, Spotted Swine (commonly called "Spots"), Landrace,
Chester White, Berkshire, and Poland China. Most swine in the United States
are not purebred, but instead have bloodlines of two or more breeds.

Meat of swine.--In.common usage, meat of swine is referred to as pork,
“which is light red in color. White fat covers much of the swine carcass, and
some fat is dispersed throughout the meat. Most slsughtered U.S. swine yield
a carcass that weighs about 156 pounds, or about 71 percent of the live
weight. Carcasses (and live swine) are graded by the USDA on the basis of
yield, meaning the percentage of primal cuts (hams, loins, and picnic
shoulders) obtained from the major parts of the carcass. There are five yield
grades: one, two, three, four, and utility. Grade one has the highest
percentage of retail cuts, and grade utility has the lowest. 1In place of the
USDA system, many meatpacking companies administer their own grading systems.
Figures 1 and 2 show the location of the various cuts of the swine carcass.

Pork that is ready for cooking and consumption without further processing
is often referred to as fresh pork (TSUS item 106.40), and a significant
portion of some pork cuts, such as loins, are so consumed. Overall, fresh
pork accounts for about one-third of total U.S. consumption of all fresh,
chilled or frozen, prepared or preserved pork. The fresh pork that is
consumed in the United States is primarily from U.S.-raised slaughter hogs
(swine slaughtered at about 220 pounds and about 6 months old).

1/ Certain purebred swine are classifiable in TSUS item 100.01 (pt.) and,
swine may theoretically be classified under TSUS items 100.03 and 100.04, but
such imports are negligible. Also, wild swine and meat of wild swine are
considered to be game animals and meat of game animals respectively, for
tariff purposes; therefore, they are not included in this investigation.
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‘Figure 1.-- PRIMAL (WHOLESALE) CUTS AND BONE STRUCTURE OF PORK .

BLADE BOSTON CLEAR PLATE
SHOULDER FAT BACK LOIN LEG (FRESH OR SMOKED HAM)
JOWL PICNIC SHOULDER _ SPARERIBS BACON (SIDE PORK)

FRESH PORK RETAIL NAMES

While there are many ways to cut beef, the
method of cutting pork carcasses is much the
same in all sections of the United States (Fig.
1). Pork is fabricated and processed before it
leaves the packing plant. About 35% is sold
fresh, and the remaining 65% is cured by
various methods or used in manufactured

~ meat products.

Pork Shouider

The pork shoulder may be sold to the retail-
er by the packer as a whole New York Style
Shoulder (untrimmed with the neck bones in
and fat on) or as a trimmed N.Y. Style Shoul-
der with the neck bones removed and part of
the clear plate (fat cover) removed. The most
common practice, however, is for the packer
to cut the N.Y. Style Shoulder, trimmed, into
pieces: 1. Arm Picnic Shoulder and 2. Blade
Boston Shoulder.

and Meat Board.

Source: Reproduced with approval of.Nationél Live Stock




e - RETAILCUTS OF PORK _

WHERE THEY COME FROM AND HOW TO COOK THEM.
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Manufacturing process

The live swine industry in the United States may be divided into three
types of businesses: feeder pig producers; feeders or finishers; and,
farrow-to-finish enterprises, the most common type. Gross income to farmers
from live swine was $9.8 billion in 1984, down 1 percent from $9.9 billion in
1983, and down 9 percent from a record high of $10.8 billion in 1982. 1/

Live swine are slaughtered and processed by meatpacking businesses. A
few of the companies are owned and operated by live swine growers. Most of
these are cooperatives. Consumer expenditures for pork amounted to about
$23.5 billion in 1984, down 4 percent from $24.5 billion in 1983.

Live swine.--Pigs are born (farrowed) after a gestation period that is
normally 114 days. A few days after birth, most male pigs are castrated and
are thereafter referred to as barrows. The barrows and gilts (female swine
that have not farrowed) are raised to a weight of about 40 pounds in about
2 months., These animals are referred to as feeder pigs, and the businesses
that raise them are referred to as feeder pig producers. The feeder pigs may
be sold to so-called feeders or finishers, who raise them to a slaughter
weight of about 220 pounds in about 4 months. At that point these animals are
referred to as slaughter hogs. However, most U.S. swine today are produced by
so-called farrow-to-finish enterprises, which combine the feeder pig
production and finishing businesses into one operation. A few enterprises
specialize in raising purebred animals for breeding.

Swine are hardy, adaptable animals that can be raised under minimal
shelter, although the death rate for baby pigs can be quite high under those
conditions. In the United States, live swine shelter systems range from
small, A-frame buildings for individual sows (female swine that have farrowed)
and their litters to large-volume, total confinement systems in which swine
are maintained in total environmentally controlled buildings throughout their
lives. 1In recent years the trend has been toward more confinement in order to
reduce labor requirements and to meet environmental protection regulations.

Meatpackers.--In the slaughtering operation, live swine are stunned
(usually by an electric charge), bled, scalded, dehaired, decapitated, and
eviscerated. The animal's carcass is then generally split along the spinal
column and chilled. The carcass may be partially or fully processed at the
meatpacking plant or shipped to retail outlets for processing. The carcass is
cut up to yield hams, loins, chops, and other parts.

Many of the large packers also process pork into-.sausage, ground pork,
and other pork related products (hereafter referred to as a packer/
processor). Some cuts of pork are usually prepared or preserved so as to
alter the taste, consistency, or appearance of the meat and extend the shelf
life. Smoking, drying, or injection of curing agents are common methods used
to prepare or preserve pork. 2/

1/ Meat Animals Production, Disposition and Income, 1984 Summary, at pp. 9
and 11, USDA Publication MT AN 1-1 (85), Apr. 3, 1985.

2/ Pork that is prepared, preserved or processed is not within the scope of
this countervailing duty investigation.
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"U.S. tariff treatment

Virtually all imports of live swine enter the United States under TSUS
item 100.85 and come from countries receiving the column 1 rate of duty, 1/
which for this tariff item is free. A few minor breeds of swine are eligible
for entry under the provision for purebred animals (included in item 100.01)
and theoretically, swine can enter under certain provisions for animals
temporarily exported (TSUS items 100.03 and 100.04). However, these
provisions are seldom used, inasmuch as item 100.85 provides for duty-free
entry. Thus, there is no incentive to use other provisions of the TSUS.

U.S. imports of fresh, chilled or frozen pork are classified under item
106.40. These imports also enter free of duty from countries receiving the
column 1 rate of duty. '

Health_and sanitary regulations of the USDA
and other U.S. trade policy factors

“Certain health and sanitary regulations with respect to U.S. imports of
live swine and pork are administered by the USDA to protect the U.S. livestock
industry and to ensure an adequate supply of safe meat for the consumer. For
" example, sources of imports of pork are limited to those countries that have
been declared free of rinderpest and foot-and-mouth diseases 2/ by the U.S.

- Secretary of Agriculture. Canada has been declared free of such diseases, but
because of the existence of these diseases in many of the pork producing

. countries of Europe, pork imported from these countries is usually cooked,
canned, or cured. Under the Federal Meat Inspection Act, only plants in those
countries that have meat inspection systems with standards at least equal to
those of the USDA program are permitted to ship meat to the United States.

Currently there is a controversy between the United States and Canada
involving chloramphenicol, a therapeutic drug authorized for use in Canada but
banned in the United States by the U.S. Food and Drug Administration. Some
U.S. swine farmers contend that unless the drug is found to be safe, U.S.
imports of live swine and pork from Canada should be prohibited, because
residues of the drug in pork could present a hazard to human health and
detract from the image of the pork industry. Canadian Government officials
indicate that authority for use of the drug in Canada is under review.

On May 13, 1985, the Government of South Dakota reportedly banned the
slaughter of food animals that have been treated with chloramphenicol. The
following.day the Governments of Iowa and Nebraska reportedly took steps to
ban live swine that have been treated with chloramphenicol. - Other States are
alleged to be considering similar actions. Although the legality of these
actions is currently being challenged, the immediate effect has been to

1/ Col. 1 rates of duty are applicable to imported products from all
countries except those Communist countries and areas enumerated in general
headnote 3(f) of the TSUS, unless special tariff treatment is afforded to
articles that are the product of designated countries.

2/ Rinderpest and foot-and-mouth diseases are highly contagious, infectious
diseases which can afflict cloven-footed animals (cattle, sheep, hogs, deer,
and so forth). Because the diseases are so easily transmitted and
debilitating, they are a threat to the U.S. livestock industry.
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discourage U.S. packers and pork buyers from purchasing Canadian swine and
pork. ,

During 1984, approximately 8.1 million pounds of pork--about 1 percent of
U.S. imports--were refused entry for the following reasons: unsound cans;
adulteration with extraneous material; short weight; failure to meet
composition standards; undercooked; and biological residues. Approximately
3.3 million pounds of that total was from Canada (0.9 percent of total pork
imports from that country).

Canadian cus;ggg.tregtment and health
and sanitary regulations

Live swine imported into Canada from the United States enter duty free;
fresh, chilled, or frozen pork, which accounts for the bulk of U.S. exports of
pork to Canada, also enters duty free.

Canadian imports of live swine and pork from the United States are not
subject to quantitative limitations, but imports of live swine from the United
States are subject to regulations regarding Pseudorabies (Aujesky's disease),
a contagious disease of swine and cattle found in the United States. Swine
. imports are permitted only from herds that ‘are certified as having been free
of Pseudorabies for 1 year, and imported animals even then must be quarantined

for 30 days. The general effect of the regulations has been to limit U.S.
"exports of live swine to Canada to a small number of high-value breeding
animals. These regulations also. apply to Canadian swine that were exported to
the United States and presented for reentry into Canada, thus precluding their
return. v

Channels of distribution

In the United States almost all live swine marketing reflects the
individual decision of the farmer to sell his animals through an outlet he
chooses. Most swine are purchased from the farmer by meatpackers on a per
100-pound-live-weight basis. Among major packers, only Farmland Foods is a
cooperative, and cooperatives are estimated by officials of the USDA to
account for approximately 5-percent of live swine purchases. 1/ Officials of
" the NPPC estimate that at most 5 to 10 percent of live swine sales are hedged
through commodities futures exchanges.

In the United States live swine are marketed through three major types of
outlets: (1) country dealers, or directly to packers; (2) terminal markets; or
{3) auction markets. An auction market is a stockyard or related facility at
which farmers publicly offer livestock for sale simultaneously to prospective
buyers with the purchase going to the highest bidder.

‘At terminal markets two or more commission firms represent both sellers
and buyers in arranging purchases.

1/ During the Commission's preliminary investigation, the NPPC reported that
Farmland Foods slaughters about 2.8 million hogs per year and another
cooperative, Arizona Pork Products, slaughters 260,000 hogs per year. See
postconference brief of NPPC at pp 4 and 5.
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~ Direct or country dealer markets are farmer sales directly to packers
through packer representatives or brokers or so-called country dealers. 1In
recent years marketings through country dealers or directly to packers have
accounted for about three-fourths of sales; terminal ‘markets, for about 12
percent; and auction markets, for about 10 percent as shown in the follow1ng
tabulation (in percent of total):

Type of market 1980 1981 ‘1982

Direct, country dealers——--———————w————v : 76.7. 8.4 : 79
Terminal markets——————--——vommemm B 13.5 : ' 11.6 : 12
Auction markets—----———-mo : 9.8 10.0 : 8.

Total———w e e : 100.0 0

100.0 : 100.

With increased concentration in the live swine industry over the years,
direct sales and sales through country dealers have grown. Terminal markets
are located near large.population centers and were more important many years’
ago prior to practical shipments of refrigerated meat. Auction markets are
more common outlets for small lots of'livestock ’ ’

In Canada. approxlmately 65 percent of the swine for slaughter are sold
by the Provincial marketing boards through a number of different processes. 1/
In Ontario, an electronic auction process is employed. 2/ In Saskatchewan,
buying stations and long-term contracts are the marketing mechanisms, whereas
in Manitoba a traditional auction system is used. 3/

1/ Marketing boards in Canada are operated for separate agricultural
products in each province. They are independent of the government and are
responsible for their operations directly to their constituent members (in
most cases the producers of the commodity involved).

2/ Transcript of the public conference held during the preliminary’
investigation, p. 97. Ontario's.electronic auction is a "Dutch clock system”

operated on teletype to the various packers that are hooked into it. When the

Ontario marketing board receives a bid from an American packer, the board will
convert that bid to Canadian currency using the prevailing exchange rate as
well as convert it on the marketing board's average index. The marketing

board will also calculate the average weight that it expects that load to have |

and the freight costs that will be incurred to transport the load from the
marketing area that the board will select to the purchaser s door Ibid.,
pp. 167-8.

3/ Saskatchewan does not operate a teletype or electronic auction. The
Saskatchewan marketing board operates 14 buying stations (to purchase live
swine from producers) throughout the Province, and in addition sells a portion
of its hogs to Canadian packers on long-term contracts. The board also
negotiates for live swine sales directly with U.S. and Canadian packers.

Ibid., pp. 170-1. A buying station was described by a University of Missouri

Agricultural Economist who testified on behalf of the National Pork Producers
Council as a place "where you walk in and they will bid you so much, weigh
your hogs, and pay you, contrasted to the auction, where it has to go through
the auction arena and the auction process for developing the price.” Ibid.
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) U.S. Producers
Live swine growers

In 1984, there were 431,680 enterprises 1/ with swine in the United
States, down 36 percent from a high of 670,350 enterprises in 1980 (table 1).
Swine are grown throughout the United States, but production is concentrated
in the Corn Belt States. 2/ During 1984, 194,400 of the swine enterprises (45
percent of the U.S. total) were located in the Corn Belt States, and these
States accounted for 42 million animals, or 77 percent of the December 1,
1984, swine inventory of 54 million animals (table 2). The Corn Belt States
have large supplies of competitively priced swine feed, a large share of the
most modern and efficient swine production facilities, and a large pool of
skilled managers.

Table 1.--U.S. swine enterprises, 1/ by regions, 1980-84

- . .
. . .

100 : 100 : 100

Region . 1980 . 1981 1982 f 1983 f 1984
f Number
Corn Belt 2/-~---~————--: 282,600 : 252,200 : 215,700 : 213,400 : 194,400
Southeastern States 3/--: 253,500 : 209,500 : 168,000 : 155,600 : 145,500
All other——-——-————ceouuun :_134,250 : 118,360 : 98,490 : 93,110 : 91,780
Total--——————cmmo e : 670,350 : 580,060 : 482,190 : 462,110 : 431,680
f Percent of total
Corn Belt 2/-——---—o-ru : 42 : 43 : 45 46 : 45
Southeastern States 3/--: 38 : 36 : 35 : 34 : 34
All other——-————-—cv P 20 : 20 : 20 : 20 : 21
Total-————~--—eemmmm : 100 : : 100

1/ An enterprise is any place having 1 or more swine on hand at any time
during the year.

2/ The Corn Belt States are Illinois, Indiana, Iowa, Kansas, Michigan,
Minnesota, Missouri, Nebraska, Ohio, and Wisconsin.

3/ The Southeastern States are Alabama, Arkansas, Florida, Georgia,
Kentucky, Louisiana, Mississippi, North Carolina, South Carolina, Tennessee,
and Virginia.

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

Note.--Because of rounding. figures may not add to the totals shown.

1/ An enterprise is any place having one or more swine on hand during the
year. '

2/ The following States make up the Corn Belt States: Illinois, Indiana,
Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, Ohio, and Wisconsin.
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Table 2.~-U.S. swine population by regions, as of Dec. 1, of 1980-84

Region 7 1980 ¢ 1981 0 1982 | 1983 1984
| Quantity (1,000 animals)
Corn Belt l/-—---~——----: - 46,840 : 44,540 : 40,910 : 42,980 : 41,530
Southeastern States 2/--: 11,030 :° 8,452 : © 7,895 : 8,172 : 1,575
All other——————cemeece—o: 6,642 : -~ 5,696 : 5,130 : - 5,542 : = 4,938
Total ———:_- 64,512 :© 58,688 : 53,935 : - 56,694 : 54,043
R ’ Percent of total
Corn Belt 1/——---—mmu: 73 : 76 : 76 : 76v: 77
Southeastern States. 2/--: ‘17 ¢ .. 14 ¢+ - 15:-: 14 14
All other-- . : 10 : . 10 : .9 10 : 9
Total—————————--————:,f_ 100 : 100 : 100 : 100 : 100

1/ The Corn Belt States are Ill1no1s. Ind1ana. Iowa, Kansas, H1chlgan.
Hlnnesota Missouri, Nebraska, Ohio, and Wisconsin.
2/ The Southeastern States -are- Alabama, Arkansas, Florida, Georgia,

Kentucky, Lou1sxana, H1ss1551pp1. North Carol1na. South Carollna, Tennessee,
and V1rg1n1a . A

SOurce: Complled from official statistics of the ‘U.S. Department of
Agriculture.

Note.——Beoause of rounding. figures may not add to the totals shown.

During 1984, the Southeastern States 1/ accounted for 145,500 swine
enterprises (34 percent of the U.S. total) but only 8 million animals, or
14 percent of the inventory, as of December 1, 1984. Although the
Southeastern States are less competitive in the production of grain, their pig
mortality is lower, and feed conversion ratios (the amount of weight gained
from feed consumed) are higher than in the Corn Belt States because of the
less severe climate in the Southeastern States. :

In recent years there has been a trend toward concentration in the live

" swine industry. However, even tlie largest swine-raising operations are
believed to account for only a small share of total U.S. production. The
share of live swine businesses with 500 animals or more increased from

4.2 percent 2/°'in 1980 to 6.0 percent in 1984 (fable 3). The share of the
U.S. swine population kept on these large units increased from 42.0 percent in
1980 to 51.8 percent in 1984. Most live swine businesses are fam11y owned,
although a few large companies also are producers

1/ The Southeastern States include Alabama, Arkansas, Florida, Georgia,

Kentucky, L00151ana, HlSSlss1pp1, North Carolina, South Carolina, Tennessee,
and Virginia.

2/ The percentage refleé¢ts average d1str1but1ons based primarily on midyear
surveys.
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Table 3.--Percentage distribution of U.S. swine enterprises and swine
' inventories. by size of enterprises, 1980-84

: v (In percent)
1 to 99 : 100 to 499 500 or

Year : head : head __ : __more head : Total
Enterprises
1980--————~ e . 77.3 : 18.5 : 4.2 : 100
1981-——-- SR 76.8 : 18.5 : 4.7 : 100
1982t 76.1 : 18.8 : 5.1: 100
-1 & P — 73.4 : 20.4 : 6.2 : 100
1984~ m e 74.5 : 19.5 : _ 6.0 : 100
Swine inventory
1980~ ———mm SR 15.8 : 42.2 : ' 42.0 : 100
1981 ———— e : 14.4 : 39.9 : 45.7 : 100
1982~ 12.6 : 38.9 : 48.5 : 100
1983-~——- U 11.3 : 37.6 : 51.1 : 100
1984t 11.3 : 36.9 : 51.8 : 100

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

.-As shown in table 4, the March 1 inventory of live swine in 10 leading
swine-growing States declined irregularly from 1981 to 1985. The inventory of
swine for breeding purposes on March 1, 1985, was 4 percent below the year
earlier level and 20 percent below the peak in 1981. The inventory of swine

Table 4.--Live swine: Mar. 1, inventory in 10 States, 1/ 1981-85

As of Mar. 1--

Item - . - - -
‘1981 ¢ 1982 ' 1983 ° 1984 > 1985

Swine kept for:

Breeding purposes : : : :
1,000 animals—-~: 6,485 : 5,594 : 6,011 : 5,446 : 5,215
Slaughter-----~- do———-: 38,790 : 35,076 : 32,639 : 34,624 : 34,315
Total——————- do-—--: 45,275 : 40,670 : 42,250 : 40,070 : 39,530

1/ Georgia, Illinois, Indiana, Iowa, Kansas, Minnesota, Missouri, Nebresksa,
North Carolina, and Ohio. ‘

Source: Compiled from official statistics of the U.S. Department of
Agriculture.
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for slaughter on March 1, 1985 was 1 percent below the year éarlier level and
12 percent below the peak in 1981.

Meatpackers

In 1984, there were about 1,400 federally inspected swine-slaughtering
plants in the United States. In recent years, federally inspected plants have
accounted for more than 90 percent of the U.S. swine slaughter.

Concentration in the meatpacking industry is much greater than in the
live swine industry. The number of plants slaughtering 100,000 or more swine -
per year and the share of total U.S. swine slaughter accounted for by these
plants are shown in the following tabulation:

- : : Percent of total
Number of plants slaughtering . federally inspected

100,000 head or more annually slaughter
1980 —— e 115 . 91.5
1981 110 , 907
) U1 7 —— 101 i 90.7
1983 —— e - 104 o .. . 91.8
1984 © 99 o ‘ 94.5

Swine slaughter tends to be concentrated in and near areas of swine
productlon, as shown in the follow1ng tabulatlon

Share of commercial swine.
. : : . slaughter in 1984
State ' (percent)

Towa-———— e e 24.5
Illinois————=mm e - 8.5
Minnesota-——-——— e - 6.5
Michigan-————————— e 6.3
Nebraska—~———————— e 4.8
Virginig--~—=——c—— 4.7
Ohio- -~ 4.6
Indiana-———————=-: 4.1
Missouri—-———-————m e 4.0
South Dakota———-———--——-- ——————————— . 3.9
All other-—~———e—o-n ———————— e 28.1

Although plants that slaughter 100,000 swine or more annually account for
a large share of total federally inspected swine slaughter, they account for
less than 10 percent of all federally inspected slaughtering plants; two-thirds-
of the federally inspected plants each slaughter less than 1,000 swine per
year. Plants that slaughter swine are generally not equipped to slaughter
other species of animals. ‘
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The Canadian Industry

,Thelimported product

Live swine are raised in Canada in much the same way as in the United
States. The most common breeds of swine in Canada are the Yorkshire, which
accounts for nearly one-half of the total, and Landrace, which accounts for
about one-third; other breeds include the Hampshire, Duroc, and Lacombe. 1In
Canada, the Yorkshire, Landrace, and Lacombe are referred to as white breeds,
and the Hampshire (which is black with a white band around the shoulder) and
Duroc (which is brick red) are referred to as colored breeds. Many farmers
breed so-called colored boars with white sows. These farmers contend that the
resulting litters are more hardy and profitable than purebred animals of any
single breed. Canadian animals tend to be slaughtered at slightly lighter
weights than the U.S. swine (200 and 220 pounds, respectively). Canadian
researchers contend that on average Canadian swine are somewhat leaner and
less heavily muscled than U.S. swine. The leanness and lighter muscling
reflects, in part, the greater influence of bacon-type swine on Canadian
breeds.

In addition to the Canadian Pork Council (CPC) at the national level,
swine farmers in every Province of Canada are represented by Provincial
boards. The boards are funded primarily by mandatory marketing charges for
all swine sold for slaughter and are controlled by the farmer members through
elections. In addition, in all Provinces except Newfoundland and Quebec,
where farmers market their own swine or they are marketed by companies that
have contracted to supply services, the Provincial boards are responsible for
the marketing of all swine for slaughter. These marketing boards have sole
legal authority to market swine for slaughter. Generally these boards market
the swine to meatpackers, including U.S. meatpackers, through auction
systems. 1/

Although every Province in Canada has a live swine industry, Quebec has
accounted for over one-third of total Canadian production in recent years,
followed by Ontario which accounted for slightly less than one third
(table 5). The Prairie Provinces (Alberta, Manitoba, and Saskatchewan, with
about 12, 9, and 5 percent of production, respectively), together account for
most of the remaining one-third of production.

Swine-slaughtering and swine-processing procedures in Canada are
basically the same as those in the United States. Canadian slaughterers, meat
processors, and distributors that deal in the interprovince commerce and
export of meat are subject to Federal inspection regulations administered by
Agriculture Canada. Other meat plants are subject to Provincial regulations.
In 1984, there were about 520 meat (including poultry) establishments
operating under Canadian Federal inspection. In recent years, Federal

1/ At the conference held in the preliminary investigation, Jim Morris,
General Manager, Saskatchewan Pork Producers Marketing Board, indicated that
in that Province, some swine are sold to Canadian packers on long-term
contracts, transcript of conference at p. 170.
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Table 5.--Canadian live swine: Share of federally inspected
slaughter, by Provinces, 1980-84

(4n percent)

Province ‘ : 1980 | 1981 : 1982 : 1983 : 1984
Eastern Canada: . : : : : ‘ : :
Quebec——————— - -3 37 . 36 : 37 : 34 38
Ontario———----————-——- : . 31 : 31 : 31 : - 33 : 28
Atlantic Provinces 1/- 4 : - 4z 4 : 4 :
- Total-———m—mm e 71 - 71 S 73 72 : - 70
Western Canada: : oL ' : s : : :
Alberta———~—————cee s . 13 12 12 : 12 : 12
Manitoba——————~—c—nu——: 9 : 9 : 8 : 9 :
Saskatchewan-—--——--=-: 5 : ' 5: . 4 4
British Columbia—~-—--: -2 3 : 2 : 2 _:
Total-~———————-—n-: 29 : 29 : 27 28 30

1/ The Atlantic Prov1nces are Nova Scotla, Prlnce Edward Island uew
Brunswick, and Newfoundland :

Source: Compiled from.official statistics of Agriculture Canada.

Note.--Because of rounding, figures may not add to the totals shown.

1nspectibn has accounted for 85 to 90 percent of the Canadian’meat iﬁdustry
Canadian officials report that 23 proce351ng plants account for a large share
of Canadian swine slaughter.

Officials of the Canadian Meat Council, the meatpackers' trade
association, contend that declining worker wage rates in the United States

have placed the Canadian industry at a competitive disadvantage compared with
the U S. industry.

Also, these officials reported that labor unrest and strikes in the
Canadian meatpacking industry that began in June 1983 and lasted throughout
the fall of 1984 limited Canadian -slaughtering capacity, and contributed to an
increase in Canadian exports of live swine to the United States:. These
strikes similarly affected Canadian meatpackers' ability to process pork,

thereby encouraging exports of fresh, chilled, and frozen pork to the United
States.

The capacity to generate exports

Canadlan product1on of 11ve swine dec11ned steadily from 14. 5 million
head in 1980 to 14.0 million head in 1982, or by 3 percent (table 6).
Canadian swine production then increased in 1983 and again the following year
reaching nearly 15.0 million head in 1984. The consumption (slaughter) of
swine in Canada during this period (1980-84) declined irregularly from 14.3
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Table 6.-~Live swine: Canadian beginning inventory, production, imports,
exports, apparent consumption, losses, and ending inventory, 1980-85

(In thousands of head)

:Beginning : Production: Im- : Ex- :Apparent con-: : Ending

Year :inventory : 1/ :_ports : ports : sumption 2/ : Losses : _inventory
1980-——-- : 9,688 : 14,500 : 1 : 248 14,311 3/ : 10,190
1981-————- : 10,190 : 14,200 : 1 : 147 : 14,152 56 : 10,035
1982————- : 10,035 : 14,000 : 1: 296 : 13,449 : 221 : 10,070
1983-—-—- : 10,070 : 14,600 : 4/ : 456 : 13,688 : 145 : 10,380
1984 —— - : 10,380 : 5/ 14,950 : 4/5/ :5/ 1,240 : 13,851 : 79 : 10,160
1985 5/--: 10,160 : 15,300 : 4/6/ :6/ 1,400 : 13,750 100 : 10,210

1/ Pig births.

2/ Commercial slaughter.

Negligible.

Preliminary.
6/ Forecast.

/
4/ Less than 500 head.
/

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

million head ih 1980 to 13.9 million head in 1984. At the same time Canadian
exports of swine rose sharply. ‘

Dufing 1981-84 Canada exported a relatively small but rapidly increasing
share of its live swine production, as shown in the following tabulation (in

percent):

Ratio-éf exports
to production

7.5 P —— 1.0
LT S — 2.1
RT3 P — 3.1
1.7 S — 8.3

The trend in Canadian production and consumption of pork followed a
pattern similar to that exhibited by swine (table 7). Canadian pork exports
increased 45 percent between 1981 and 1982, decreased 4 percent in 1983, and
then increased 11 percent in 1984.
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Table 7.--Pork: Canadian beginning inventory, production, imports,
exports, ending inventory, and apparent consumption, 1980-85

(Million pounds, carcass weight equivalent)

: Beginning : : ° Ending Apparent
Year : Production : Imports : Exports :. : consump-
inventory inventory .

: : : : : : tion
1980-—~—- : 26 : 1,933 : 43 : 260 32: 1,710
1981———— : 32 : 1,916 : 44 ; 248 : 27 : 1,717
1982~~~ H 27 : 1,836 : 32 360 : 21 : 1,514
1983————- HE 21 : 1,878 : 43 347 23 : 1,572
1984———— : 23 : 1,902 : 32 : 386 : 26 : 1,546

1985 1/—-: 26 : 1,878 : 26 : 364 : 26 : . -1,540

L3
.

1/ Forecast.

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

Canadian exports of pork, as a share of its pork production, are
considerably larger than those for swine. These exports as a share of
Canadian production fluctuated upward during 1981-84, as shown in the
following tabulation (in percent) ’

Ratio of exports
" to production

) -] 12.9
) -] S —— 19.6
1983 - —m e 18.5
-] Y —— 20.3 .

Canadian exports of live swine and pork, by markets, during 1981-84 are
presented in table 8. :

U.S. Importers

Large-volume U.S. meatpackers account for the great bulk of U.S. imports
of live swine. U.S. farmers' imports of feeder pigs and swine for
breeding purposes account for only -a small share of imports. 1/ At the’
Commission's public conference held for the preliminary investigation, Mr.
Helmut Loewen, general manager, Ontario Pork Producers' Marketing Board,
indicated that the bulk of Canadian live swine sales go to Michigan, Ohio, and
the border States of the West. 2/ Petitioner agreed and indicated its belief

1/ See posthearing brief of CPC on investigation 332-186, at pp. 11 and 12.
2/ See transcript of public conference at p. 135.
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Table 8.--Live swine and pork: 1/ Canadian exports, by principal
markets, 1981-84

Item and market ‘1981 ° 1982 © 1983 1984
Quantity (1,000 head)
Live swine: : : ' : :
United States-—-—-—-—-cceeo : 143.8 : 302.5 : 453.9 : 1,343.4
Other Western Hemisphere—---—-- : 1.2 ; 1.2 : 2.5 : 1.0
Europe—~—-——-— e s 2/ 0: .0 : 2/
Far East—-———-—omme e~ 12/ : .0 : .0 : 2/
Total———————mm e : 145.0 : 303.7 : 456.4 : 1,344.4
: | Quantity (1,000 pounds)
Pork: 3/ : ' : : :
United States--——-————c—cwmmeo ;226,257 : 299,527 : 296,333 : 375,815
Japan--—-————————me e : 94,924 : 97,154 : 92,808 ; 65,063
United Kingdom-—-—-————mwe—eeme : 38,472 : 33,985 : 28,410 : 22,247
New Zealand——————- e : 3,620 : 4,121 : 3,203 : 3,143
All other-———-—-—————c : 5,063 : 32,561 : 25,923 : 30,566

Total---———-mmmm e : 368,336 : 467,348 : 446,677 : 496,834

- . L3 -

1/ Data shown in this table are derived from Statistics Canada and are not
necessarily comparable with statistics of the USDA or the U.S. Department of
Commerce.

2/ Less than 500 head.

3/ Includes pork offals.

Source: Compiled from Statistics Canada.

that the bulk of the imports were by packers located close to the Canadian
border. 1/

U.S. meat processors, including some U.S. meatpackers, account for most
of U.S. imports of fresh, chilled, or frozen pork inasmuch as the great bulk
of the imports are for further processing. Importers ranged from small-volume
speciality meat processors in New England to the large-volume major
meatpackers-processors in the Corn Belt States. During the preliminary
investigation, the CPC indicated that the northeastern U.S. markets of New
York, Boston, and Philadelphia were important markets for Canadian pork. 2/

U.S. Consumption
U.S. consumption (commercial slaughter) of swine declined by 10 percent

from 1981 to 1982, increased by 7 percent in 1983, and declined by 3 percent
in 1984 (table 9). The reduced slaughter in 1982 reflected, in part, reduced

1/ See postconference brief of NPPC at p. 9.
2/ See postconference brief of CPC at p. 28.
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Table 9.--Live swine: U.S. beginning inventory, commercial slaughter, and
ending inventory, 1981-85, January-March 1984, and January-March 1985

‘(In_thousands .of head)

Period Beginning 17 Apparent : Ending
: inventory : _consumption 2/ : inventory
1981-————— e : 64,512 : 91,575 : 3/ 58,688
1982 58,688 : - 82,191 : 3/ 54,935
1983-———————— ———— : 53,935 : 87,584 : 3/ 56,694
1984 ————— : 56,694 : 85,156 : 3/ 54,043
1985-——-— ———————— e T 54,043 : 4/ : 4/
January-March-- ' A 1 :
1984 ————em e ———————— ) ., 56,694 : 21,802 : 5/ 51,455
1985 : © 54,043 : 20,873 : 5/ 50,361

[y P

1/ Inventory as of Dec.

2/ Commercial slaughter. .

3/ Inventory, as of Dec. 1.

4/ Not available. . . 5

5/ Inventory on Mar. 1, estimated by staff of USITC on the basis of official
USDA statistics.

of the previous year.

Source: Compiled fro@ official»stéfistiés:of the USDA.

swine numbers. The beginning inventory was reduced at the start of 1982
following more than 2 years.of economically difficult times for. swine

farmers. Lower feed costs and higher prices for live swine during 1982
encouraged swine farmers to once again build up their herds, contributing to
reduced slaughter. Higher feed prices and additional swine. numbers. the
following -year led to an increase in slaughter in 1983. Swine slaughter then
declined by 3 percent in 1984, and by 4 percent in January—Harch 1985 compared
with that in the corresponding period of 1984.

The U.S. sw1ne industry experiences a business cycle, commonly referred
to as the hog cycle. The hog cycle is characterized by expansions and:
contractions in the number of animals .grown and, consequently, the supply of
swine available for slaughter Economic factors, mainly changes in levels of
profitability, or anticipation of such changes, function as production signals
to swine growers triggering different phases of the hog cycle. In the short
term, because of biological factors (i.e., because of biological lags in
production adjustments), the response to such signals may appear contrary.
For example, in a period of declining prices growers may actually increase
their swine shipments. But the increased shipments are made possible
by selling off breeding stock or by selling hogs that under other conditions
would have been retained for breeding. Thus, in the long term, such
adJustments act to reduce the growers capac1ty to supply slaughter hogs,
which is the rational economic response indicated by the production signals
read months earlier. In some instances then, because of this time lag,
economic conditions that exist when changes in supplies are finally observed
may be quite different from those prevailing when the production decision is
made. For a more detailed explanation of the hog cycle see appendix D.
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Pork consumption in the United States closely paralleled commercial swine
slaughter. Consumption of pork fell from 15.9 billion pounds in 1981 to 14.4
billion pounds in 1982, or by 9 percent, and then rose to 15.4 billion pounds
in 1983 and 1984, or by 7 percent. Consumption was up very slightly in 1984.
In January-March 1985, it was down slightly compared with consumption in the
corresponding period of 1984, as shown in the following tabulation (in
millions of pounds, carcass weight equivalent):

Pork
Period consumption

1981-———- —_— - 15,927
1982 14,425
1983 - : -- 15,369
1984-——— : - 15,384
January-March--

1984 3,815

1985——————— 3,790

Per capita U.S. consumption of pork has fluctuated from 1981 to 1984, as
shown in the following tabulation (in pounds):

1981 ———— e 69.9
1982 e e 62.7
1983~ e 66.2
1984~ —— e 65.6
January-March—-
1984 —— e 16.3
1985 - e 16.1

Consideration of Material Injury to an Industry
in the United States

Due to the extensive data available from published sources and the lack
of concentration of production of live swine (no single operation accounted
for as much as 2 percent of production 1/), the information developed for
growers will consist mostly. of secondary data. For this final investigation,
questionnaires were sent to over 100 concerns that were believed to be
growers, but responses were received from only 20, of which 13 were
producers. These 13 accounted for a negligible share of U.S. swine production
in 1984. Their responses are presented in app. E.

All packers listed in the petition and those identified as importers
during the earlier 332 and preliminary investigations were sent questionnaires
by the Commission in the final stage of this investigation. 2/ From a total

1/ Information from the NPPC.
2/ Among those packers sent questionnaires are all those who notified the
Commission of their support or opposition to the petition.
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of 28 packer/processors seént questionnaires, 17 responded, accounting for
about 63 percent of U.S. swine slaughter in 1984. 1/ Again, published sources
provided more complete coverage. Therefore, data compiled from questionnaire
responses are used for those sections where published data are not available.

Growers: U.S. production, domestic_shipments,
and exports

U.S. production of live swine, referred to as the swine crop by USDA and
the industry, decreased by 9 percent to 85 million head from 1981 to 1982 and
then increased by 9 percent to 93 million head in 1983 (table 10). Swine
production declined by 7 percent in 1984 and then increased slightly in
January-March 1985 compared with production in the corresponding period of
1984, :

" Domestic shipments of live swine fluctuated downward during 1981-84.
Shipments fell by 10 percent from 1981 to 1982, increased by 6 percent in
1983, and decreased by 4 percent in 1984. In January-March 1985, shipments
declined by 6 percent compared with those in the corresponding period. of 1984.

Table 10.--Live swine: U.S. production, 1/ commercial slaughter, imports for
consumption, exports, and domestic shipments, 2/ 1981-84, January-March
1984, and January-March 1985

_(In thousands of head)

. : . _: Commercial : s . ¢ Domestic
Period :Productlon: -slaughter : Imports . Expogts shipments

1981-—————-—— e : . 93,853 : 91,575 : 146 : 24 91,429

1982 -~~~ : 85,189 : 82,191 : 295 : 37 : 81,896

1983 H 93,155 : 87,584 : 447 : 23 : 87,137

1984-———————— -~ : 86,476 : 85,156 1,322 ; 14 : 83,834
January-March-- : : : : :

1984 - —— = :3/ 18,412 : 21,802 : 274 : 3: 21,528

540 : 3: 20,333

y -1 1 S — :3/ 18,564 :

20,873 :

year.

2/ Commercial slaughter minus imports.
3/ Estimated from official statistics of USDA.

1/ Births from Dec. 1 of the previous year through Nov. 30 of the indicated A

Source: Production and commercial slaughter, 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; domestic
shipments are calculated by subtracting imports from commercial slaughter.

1/ x* *x % provided partial responses to the Commission's questionnaire.
Together they accounted for approximately * * * percent of U.S. swine

slaughter in 1984.
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. U.S. exports of live swine account for a very small share of U.S.
production. In 1981, exports totaled 24,000 head; they increased to 37,000
head in 1982, and then fell to 23,000 head in 1983 and to 14,000 head in
1984. As a rule, these hogs are not exported for slaughter in the receiving
country, but rather for breeding stock. Mexico, Japan, Thailand, and Taiwan
were the primary recipients of U.S. swine in 1984.

Packers: Domestic pork production, capacity, and capacity utilization

U.S. packers responding to the Commission's questionnaire reported steady
increases in pork production during the period examined (table 11). Pork
production increased by 12 percent from 1982 to 1983 and increased by another
2 percent in 1984, reaching 6.9 billion pounds. Production increased by 5
percent during January-March 1985 compared with that in the corresponding
period of 1984.

Capacity to produce pork increased faster than production from 1982 to
1983, and consequently, capacity utilization fell from 85.1 percent to 71.6
percent, respectively. Total capacity to produce pork changed only slightly
during 1984-March 1985. Rising production in 1984 and in January-March 1985,
therefore, yielded capacity utilization equal to 73.0 percent in 1984 and to
75.2 percent during January-March 1985.

Table 11.--Pork: U.S. production, capacity, and capacity utilization,
1982-84, January-March 1984, and January-March 1985 1/

January-March--

Item . 1982 . 1983 . 1984 -
: : ’ 1984 : 1985
Production : : : : :
million pounds--: 6,038 : 6,783 : 6,931 : 1,629 : 1,701
Capacity----—~—————- do-——~: 7,094 : 9,474 : 9,498 : 2,263 : 2,262
Capacity utilization : : : : :
percent—-: 85.1 : 71.6 : 73.0 : 72.0 : 75.2

1/.U.S. packers submitting usable data together accounted for approximately
* % * percent of U.S. swine slaughter in 1984.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Packers: Domestic shipments, exports, and inventories

Pork is primarily sold to meat processors, which prepare, preserve, or
alter the pork. Packer/processors may purchase pork when sufficient live
swine are not available to support their process operations.

_Shipments of U.S.-produced pork have fluctuated during the period examined
(table 12). Such shipments declined by 10 percent from 1981 to 1982, increased
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by 7 percent in 1983, and then declined by 2 percent in 1984; they declined by
4 percent in January-March 1985 ~compared with shlpments in the corresponding
period of 1984. -

Exports of pork have fluctuated downward during January 1981-March 1985
and have accounted for less than 1 percent of total shipments since 1982.
Japan, Mexico, and Canada received approximately 75 percent of U.S. exports of
pork in 1984 (table 13).

Table 12.e—Porki Domestic and exportishipments of U.S.-produced pork,
.1981—84. January-March 1984, and January-March 1985

-(In mil;ions of pounds)

. : . . . . January-March--
Item . 1981 ; 1982 | 1983 °; 1984 :
o : : o © 1984 1985
Domestic shipments-------: 15,677 : 14,090 :" 15,015 : 14,693 : 3,682 : 3,540
EXports——-————————co—— : 173 : 117 125 : 93 : 29 : 19
Total---——---w-eme——=: 15,850 : 14,207 : 15,140 : 14,786 : 3,711 : - 3,559

Source:. Domestic shipments calculated from U.S. consumption minus imports of
swine (carcass weight equivalent) and pork; exports, compiled from official
statistics of the U. S Department of Commerce

Table 13.--Pork: U.S. exports, by major markets, 1981-84,
January-March 1984, and January—uarch 1985

(In thousands of pounds)
' ' f January-March--

Market ©o1981 1982 . 1983 © 1984 -

. . . . 1984 | 1985
Japan--————=—=———m--- : 86,744 : 64,904 : 70 331 ¢ 40,450 : 16,371 : | .4,489
Mexico--——————- —————— : 27,568 : 19,602 : 21,393 : 21,338 : 4,960 : 6,684
Canada------—————2--~; 22,381 : 13,463 : 15,148 : 7,665 : 1,683 : 779
All other countries--:__ 35,826 : 19,043 { 17,974 : 23,687 : 5,609 : 7,417

Total———--————-—~ : 172,519 : 117,012 : 124,846 : 93,140 : 28,624 : 19,369

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

U.S. inventories of pork (cold—storage stocks) are shown in the following
tabulation:
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Inventories

(million pounds)

1981~ - 264

1982---———m ~— - -- 219

1983 301

1984 e 274
As of Mar. 31--

1984 ————— e 351

1985~ e 314

Although inventories can build during periods of depressed prices,

historically inventories have averaged less than 2 percent of total shipments.

Fresh pork is a perishable commodity and unless frozen

of weeks.

Packers: U.S._e@giox@ent, wages, and productivity

will spoil in a matter

Responding packers did not report any inventories of pork held in Canada.

The average number of productioﬁ and related workers producing pork

declined irregularly during 1982-84 (table 14). After increasing by 3 percent

Table 14.--Average number of production and related workers producing pork,
hours worked, and wages and total compensation paid to such workers,
1982-84, January-March 1984, and January-March 1985 1/

January-March--

Item 1982 1983 1984 .
1984 . 1985
Production and related :
workers producing pork: : : : :
Average employment---number--: 12,783 : 13,216 : 11,667 : 9,663 : 10,095
Hours worked---—-—-- thousands--: 25,810 : 25,632 : 24,147 : 5,622 : 6,064
Average annual hours per : . : :
worker—-———-————————- hours--: 2,019 : 1,939 : 2,070 :2/ 2,327 : 2/ 2,403
Wages paid----1,000 dollars--: 262,518 : 252,290 : 199,653 : 46,857 : 49,933
Total compensation paid : : : : :
1,000 dollars—-: 319,774 : 307,950 : 239,599 : 56,345 : 60,725

*

1/ U.S. packers submitting usable data together accounted for approximately
* % percent of U.S. swine slaughter in 1984.

2/ Annualized.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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from 1982 to 1983, the average number of production workers fell by 12 percent
in 1984. Hours worked by these workers decreased by 1 percent from 1982 to
1983 and by 6 percent in 1984.

Packers have been successful in lowering wage rates as evidenced by the
steady decline in the average hourly rate and they have also won changes in
work rules 1/ that have permitted significant gains in labor productivity
(table 15). Consequently, unit labor costs declined by 34 percent during
1982-84. - ' '

Table 15.--Labor productivity, hourly compensation, and unit labor costs in the
production of pork, 1982-84, January-March 1984, and January-March 1985 1/

fJanuary—Harch——

Item ' ‘1982 1983 ° 1984 ° -
X : : ‘1984 1985
Labor productivity--pounds per hour--: 234 : 265 : 287 : 290 : 281
Hourly compensation 2/----- per hour--: $10.17 : $9.84 : $8.27 : $8.33 : $8.23
Unit‘labor cost 3/--cents per pound--: . 5.3¢ : . 4.5¢ i 3.5¢ ¢ 3.5¢ : 3.6¢

1/ U.S. packers submitting usable data together accounted for approx1mate1y
* % % percent of U.S. swine slaughter in 1984, .

2/ Based on wages paid excluding fringe benef1ts

3/ Based on total compensation.

Source: Compiled from data submitted in response to~questi6nnaires of the
U.S. International Trade Commission. -

" The majofity of the production workers are covered by collective
bargaining agreements. The United Food and Commercial Workers International
Union represents the bulk of these workers.

Financial experience of U.S. swine growers

In order to provide the Commission with accurate and current financial
information, and at the same time recognizing the difficulty many hog growers
* would have with completing the typical financial section of the Commission's
questionnaire, the staff provided two methods in the growers' questionnaire
for reporting profit and loss information. 2/ Hog growers were given the
option of reporting their net farm income or loss by either the cash method or
by the accrual method of accounting. In the cash method of accounting, the
grower reflects all cash receipts and disbursements made throughout the
grower's fiscal year. 1In the accrual method of accounting, the hog grower
matches expenses to the revenues realized during the fiscal year. All farmers
use one of the two methods for tax reporting purposes; therefore, they are

1/ % % ;

2/ As stated earlier, growers responding to the questionnaire accounted for
a negligible share of U.S. swine production.
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familiar with the terms used in the financial section of the questionnaire.
The. aggregated financial information on the hog growers' overall farm and live
swine operations gathered from each method is presented in appendix E (tables
E-1, E-2, E-3, and E-4). The cash method of net farm income or (loss)
reporting is presented first (tables E-1 and E-2) and then the accrual method
is presented (tables E-3 and E-4). Throughout this report the term "farm
operating income or loss” will be utilized; it is defined as net farm income
or (loss) before interest expense. A review of the farmers' financial
situation before interest expense is important because, as reported by the
news media, many farmers have burdened themselves with debt for machinery
purchases and land acquisitions. More importantly, interest expense is a
function of a grower's particular economic situation or financial policy.
Therefore, review of financial operations before interest expense eliminates
the impact of each grower’'s financial policy or economic situation on
financial performance that relates to the growing of live swine.

In order to provide a broader and more representative financial picture
of swine growers the questionnaire financial information has been supplemented
with data from two secondary sources, the U.S. Department of Agriculture and
the American Meat Institute.

Feed is the major expense item for hog growers. Fuel or utility
expenses, maintenance on machinery, building repairs, and veterinary expenses
are other significant expense items. Tables 16 and 17 show the prices of No.
2 yellow corn and 44-percent protein soybean meal, 1/ respectively, at two
markets in the United States over the past 6 years and 3 months. As shown in
the tables, prices for both products have not been stable. No. 2 yellow corn
prices have experienced four periods of sustained average quarterly price
increases of at least 6 months in duration alternating with five periods of
average quarterly price reductions of at least 6 months in duration over the
past 75 months (table 16). Soybean meal has undergone seven periods of
alternating average quarterly price reductions that were followed by average
quarterly price increases (table 17). The average soybean-meal price for the
first quarter of 1985 was the lowest of any for the past 25 quarters.

Table 18 shows the hog-to-corn price ratio, which is one measure of
profitability for the hog producing industry. The ratio is the number of
bushels of corn equal in value to 100 pounds of hog, live weight.

Table 19 shows the Iowa farrow-to-finish growers' profit or (loss). This
is derived from deducting total farrowing and finishing costs from sales
value. Sales value is defined as "the average monthly selling price of U.S.
No. 1-2's, 200-240 pound barrows and gilts in the interior Iowa-Southern
Minnesota market times a selling weight of 230 pounds. A 1.5 percent
allowance for shrink has been built into the feed requirements with selling
weight considered to be the pay weight after a short haul to market.” 2/ The

1/ Soybean meal is a much less significant cost since it is used in far
. smaller quantities than corn.

2/ Estimated Returns from Farrowing and Finishing Hogs in Iowa, Publication
M-1231, January 1983, p. 3, Cooperative Extension Service of Iowa State
University of Science and Technology.
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Table 16.--No. 2 yellow corn: Average cash prices at St. Louis, MO,
by quarters, January 1979-March 1985

(Per bushel)
January- : April- : July- : October-

Year March : June : September : December : Average
1979——————muee $2.40 :  $2.63 : $2.79 : $2.59 : $2.60
1980-——~—————- 2.56 : 2.60 : 3.19 : 3.49 : : 2.96
1981----—mm e 3.50 : 3.41 : 2.99 : 2.55 : 3.11
1982 —— - 2.64 : 2.77 : 2.47 : 2.35 : 2.56
1983 ————————~-: 2.77 : 3.25 : 3.56 : 3.49 : 3.27
1984 —— o 3.42 : 3.59 : . 3.28 : 2.79 : 3.27
1985 —— = 2.85 : - 1/. : Y : 1/ I 1/

1/ Not available.
Source: Compiled from official statistics of the U. s Department of

Agriculture.

Table 17.--44-percent protem soybean meal: Prices at Decatur, IL,
by quarters, January 1979—Harch 1985

(Per ton)

‘ : - January- . ¢ April- : July- : October- A

Year March = :. June : September : December Average
172 — : $190 : 8194 : $193 : $183 : 8190
1980——————om : 173 : 175 : 210 : 242 : 200
1981———-——-~-——- . 215 : . . 215 :. 199 : .. 182 : 203
1982———-————==: ' 189 : 189 : 171 170 & 180
1983 —————~———- $ 178 : - 183 ¢ 219 : - 224 - . 201
1984—————~——— s 194 184 : 151 : .. 138 : , 167
1985——————~eum: 129 : 1/ : 1/ : 1/ : 1/

1/ Not available.

Source: Compiled from off1c1al statistics of the U.S. Department of
Agrlculture _



Table 18.--Hog-corn price ratio, U.S., by quarters,
January 1979-March 1985
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(Bushels of corn equal in value to 100 pounds of hog, liveweight)

January- April- July- October- -
Year March June : September : December : Average
1979———————m=- : _ 23.3 : 17.9 : 14.5 : 14.9 : 17.7
1980-——~——=-—~ : 14.7 : 12.3 : 15.4 : 14.7 : 14.3
1981-—————~——~ : 12.5 : 13.2 : 17.3 : 17.5 : 15.1
1982~ —————~—-- s 18.9 : 21.4 : 26.1 : 25.5 : 23.0
1983————-—memm2 21.3 : 15.1 13.7 : 12.9 : 15.8
1984~ ——————=: 14.6 : 14.3 : 16.0 : 18.0 : 15.7
1985 ———~—————- : 17.7 : 1/ 1/ : 1/ : 1/
'1/ Not available.
Source: Compiled from official statistics of the U.S. Department of
Agriculture.
Table 19.--Iowa swine growers' farrow-to-finish profit or loss, 1/
by months, Janpary 1980-March 1985
___(Per head)

Month 1980 1981 ° 1982 ° 1983 ° 1984 > 1985
January—--—--————---; -$9,18 : -$14.97 :  $0.13 : $26.47 : -$4.68 : $5.13
February——-—-—-———— : -9.18 : -13.90 : 9.57 : 27.38 : -12.81 : 5.26
March ¢ -17.40 : -20.83 : 9.45 : 10.11 : -10.95 : ~-5.41
April-w———wmee—: ~-27.94 :  -20.22 : 15.72 : 0.55 : -7.95 : 2/
May--———~———m——=————--: -26.65 : -15.94 : 28.76 : ~-2.69 : -8.68 : 2/
June—-——-——~ : ~-14.87 : -2.04 : 31.17 : -7.50 : -2.22 : 2/
July— -t 2,71 1.99 : 32.16 : ~7.90 : 5.63 : 2/
August—————em e : 11.15 : 2.41 : 40.24 : -1.53 : 2.15 : 2/
September-——-—----=-: 4.87 : 1.10 : 40.77 : -12.44 : -7.87 : 2/
October-——————————- : 5.64 : -5.25 : 28.76 : -23.46 : -11.74 : 2/
November——————-—-—=-: 0.07 : -10.48 : 24,32 : -29.98 : 0.07 : 2/

- December——————=~——~- : -6.49 : -12.79 : 27.93 : -10.39 : 5.66 : 2/
Average———-——————- : -7.27 : -9.24 : 24.08 : -2.62 : -4.45 : 1.66

1/ Iowa farrow-to-finish growers’
total farrowing and finishing costs

2/ Not available.

profit or loss is derived

from sales value.

from deducting

Source: Estimated Returns from Farrowing and Finishing Hogs in Iowa,

Publication M1231, Cooperative Extension Service of the lIowa State University

of Science and Technology.
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table depicts the profits and losses of Iowa swine growers, who grow in excess
of 20 percent of the swine grown in the U.S. 1In the 63-month period from
January 1980 to March 1985, Iowa swine growers experienced losses in 33 months.

Another measure of'profi;ébility is the difference between hog selling
prices and production costs, i.e., net margins to hog growers. These margins
are shown in table 20. Hog growers sustained negative net margins in 56
months out of the 75 months depicted in table 20,

Table 20.--Swine: Net margins 1/ to U.S. feeders, by months,
‘ January 1979-March 1985

(Per hundredweight)

.

Month 01979 . 1980 ° 1981 | 1982 ' 1983 0 1984 . 1985
January-———-- ————— : $2.50 :--$5.24 : -$8.35 : -$5.62 : -$2.50 : $1.94 : -1.10
February---———————- : 4,63 : -1.94 : -9.89 : 1.79 : 2.47 : -.09 : 1.28
March-———————————~ : 1.11 ¢ -7.10 : -13.64 : 3.22 ; -.58 : -1.24 : -4.77
April-—— e : -2.19 : -12.26 : -8.40 : 6.98 : -5.77 : -1.00 : 2/
May-————— e : -~-2.64 : -13.63 : "-8.61 : 11.21 : -9.51 : -4.40 : 2/
June-—-——————e e : -11.89 : -10.59 :. -4.46 : 8.56 : -13.03 : -6.32 : 2/
July-—-——— e : -14.12 : 15 ¢ -2.05 : 3.14 : -12.25 : -6.92 : 2/
August——- e : -14.18 : 8.41 : -4.17 : 3.98.: -5.92 : -9.25 : 2/
September—————--—— —-—:  -9.21 : 8.58 : -3.49 : 2.54 : -5.81 : -10.18 : 2/
October—--——-——-~ ‘————: -8.68 : 8.09 : -8.01: . -,80: -5.60 : -11.12 : 2/
November--—-—————-- : -6.31 : 3.63 : -9.02: -4.26 : -5.93 : -3.84 : 2/
December————-————— : -2.45 : -4.,28 : -12.60 : -5

.06 : -1.76 : -0.86 : 2/

. . . . . .
. .

1/ Difference between price received by. farmers for slaughter hogs and all
costs (feeder animal, feed, labor and management, interest on purchase, and so
forth) for raising feeder pigs from 40 pounds to a slaughter weight of 220
pounds. :

2/ Not available.

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

Financial ‘experience of U.S. packers

% % % packers, 1/ which accounted for * * * percent of total reported
1984 swine slaughter, furnished usable income-and-loss data on their
operations producing pork and on overall establishment operations. Throughout
the period under review there have been numerous plant closures and
acquisitions of old plants by new ownership. Consequently, the sales volume
of some packers has declined as plants were divested or closed. Also, new
packing companies, which now have one or two years of operating experience,
were formed during the period under review. Aggregate income-and-loss data on
overall establishment operations for * * X are presented in table 21.

Pork operations.--* * * of the * * * packers provided income-and-loss
data for all 3 years during 1982-84 (table 22).

1/ % * x,
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X X * X * X % *

Aggregate sales, as reported by the * * * packers and presented in table
22, increased from $5.4 billion in 1982 to $6.6 billion in 1983, and then grew
to $6.7 billion in 1984. * %X %, % % %, puring the interim period ended
March 31, sales grew from $682 million in 1984 to $841 million in 1985, an
increase of 23.3 percent. Operating income in 1982 was $21.4 million, or 0.4
percent of sales. Aggregate operating losses were incurred in 1983 and 1984,
which amounted to $11.4 million and $14.7 million, respectively. The operating
losses as a share of sales were 0.2 percent in both 1983 and 1984. The * % %
packers reported an aggregate operating loss of $863,000, or 0.1 percent of
sales, in the interim period ended March 31, 1984, then incurred an operating
loss of $1.6 million, or 0.2 percent of sales, in the interim 1985 period.

X *x X x x X X *

Operating income or (loss) margins for individual packers on their
operations producing pork are presented in the following tabulation (in
percent): ’

There is no correlation between profitability and company size. * % %,

*x X b3 - * * * * x

Table 23, which contains data obtained from the American Meat Institute,
presents the financial experience of hog packers over the past 5 years. There
is no discernible long-term trend in revenues and expenses. However, the
average yearly operating margin before overhead of hog packers fell sharply
from $1.01 per live hundredweight (cwt) in 1980 to $0.52 in 1981, and to $0.21
in 1982. This margin rose to $0.42 in 1983, but again fell sharply in 1984 to
-$0.46, when hog packers experienced profitable operations in only 1 out of 12
months. This was caused, at least in part, by the increased cost of hogs,
which rose from the yearly average cost of $47.53 per live cwt in 1983 to
$49.09 per live cwt for 1984, an increase of 3.3 percent. The 1985
year-to-date average value of swine declined during the first three months of
1985 from the 1984 average of $52.70 per live cwt to the year-to-date average
of $51.51 per live cwt, representing a decrease of 2.3 percent. Over the same
period, the cost of hogs decreased by 1.8 percent and operating expenses
increased by 16.2 percent.

As shown in table 24, the hog slaughter business has not been
particularly profitable, as evidenced by the industry's very low return on
investment (earnings as a share of net worth), return on assets (earnings as a
share of assets), and profit margins. The low returns and profits have
contributed to a number of plant closings and some consolidations within the
industry over the past 7 years.



Table 21.—Income-and-loss experience of U S. packers 1/ on the overall operations of their establishments within
which pork is produced, accounting years ‘'1982-84, and interim periods ended March 31, 1984 and March 31; 1985

*x % LR | © % % % U.S. Packers 3/

Interim period
ended Mar., 31— -

~ Interim period
ended-in March 31—

“Item ©1983° J.o-1984 = - T 1982 © 1983 © 1984 ; - - -
: ' 1984 ' 1985 N ‘ . ..1984 4/ 7" 1985 4/
Net sales-——-1,000 dollars-—: . LU LI o o ONRE wN% 18,621,315 :9,243,258 :9,670,283 1,680,177 : 1,871,860
Cost of goods sold———-dO=—w ; ~ - H¥K . L N ¥ .8 309,911 :8,906,986 :9,325,266 :1,596,964 : 1,795,149
Gross profit or (loss)-do———: L Lt R L HX® . 311,404 : 336,272 : 345,017 83,213 : 76,711
General, selling, and admin- : : : : : F : . T :
istrative expenses--—do-——: Ll k. fakatalH *H . 225 673 : 253,987 : 269,008 60,663 : 65,680
Operating income or : i T : : : : o -
(loss) -~—do T AKX Lo S 4 H¥¥ . 85,731 82,285 : 76,009 22,550 11,031
Depreciation and amortiza- : : : : : : :
tion expense included . Do S : . . F : : :
above- - - =N N .+ T L L B K 54,575 : 67,108 : ' 74,145 : 28,617 : 30,823
As a share of net sales: : - : T D R : : : ' :
Cost of goods sold-percent-: L0 I L B i 96.4 : 96.4 : 96.4 ¥ 95.0 : 95.9
Gross profit or ‘(loss) T L : o Co : : e B
: . do——m-t LU L LONRK L WRK 3.6 : 3.6 : 3.6 : 5.0 : 4.1
General, selling, and ' : : : : :
administrative expenses co B . : o : : :
do——; L Lot Ll L L 2.6 : 2.7 2.8 3.6 3.5
Operating income or : : Lol : : : : : ’ :
(loss) - -do : " L1 S AL L3t 1.0 : 0.9 : 0.8 : 1.3 0.6
1/ U.S. packers submitting usable data accounted for [¥ % %] percent total of swine slaughter in 1984 as reported in response
to the questionnaires of the U:S. Interna