UNITED STATES TARIFF COMMISSION

CREEPING RED FESCUE SEED

Report on Escape-Clause Investigation No, 7-111
Under the Provisions of Section 7 of the
Trade Agreements Extension Act of 1951, as Amended

TC Publication 59

Washington
May 1962



UNITED STATES TARIFF COMMISSION

BEN DORFMAN, Chairman
JOSEPH E. TALBOT
WALTER R. SCHREIBER
GLENN W, SUTTON
WILLIAM E. DOWLING
J. ALLEN OVERTON, Jr.
DONN N. BENT, Secretary

- - - -

Address all communications to
UNITED STATES TARIFF COMMISSION

Washington 25, D.C,



CONTENTS

Page
Introduction=m=mmecwaun ittt 1 ottt 1 Pk ket B e B e ——— 1
Finding and conclusion of the Comm.iSSi'On'- ------ e Y et 20 A S S B . B B 2
Summary of information obtained in the investigation:
U.S. customs treatment=—==mwmemeecomenammnen— —————————————— 3
Description and USES = mmm e mm mm i o o o o o o o e e ————— 3
The relationship of other lawn seeds to creeping red
fescue seedemmmummmammmmm— e —————————————— 5
U.S. industry- ------------ ot 1ttt B e b e 8
U.S. Consum.p_tion ------- ot St e ot o Ot S B e S ot B St B B B et [ 11
U-So prOduction """"""""" o S S B S Wt B St VSt S P e P S e Tt W B o B 11
U.S. imports——mmerecem e ——— e ———————————— ] 2
UeSe EXPOTrts mm = e o o o e e e e e e e - e v e —————— ] 3
Production in foreign countries: :
Canadas=-=mecmemme—a— -———— - e e - e ——— ~m=w 13
The Netherlands and Denmark-===-=ww=-- e ——————————— ] §
U.S, 8t0oCKkS =mmmmmm e e e - e e - ————————— 16
U.S. prices-==mmuenu- —————— T Ter e ——— e ——————————————— 1§
Employment and wages = mmmmm mmm - —————— -t o ot e e - 17

Financial experience of domestic producers-wemmemmmemeemeaae 17
Considerations bearing on the finding of

the Commission-=mmememem e e et e e e et e e e - 21
Dissenting views of Commissioners Schreiber and Sutton-===se=mmmm= 33
Statistical appendixwm=mmmemwm——— et e e e e e = e e e

. (TC28L89)

Tables

Important lawn-grass seedsi U.S, acres harvested, crop years 1939/h0
to 1961/62

Important lawn-grass seedst U.S. beginning stocks, crop years

1939/40 to 1961/62

Important lawn-grass seeds: U.S. production, crop years l939/h0 to
1961/62

Important lawn-grass seedst U.S. imports, crop years 1939/h0 to
1960/61, and July 1961 to March 1962

Important lawn-grass seeds: TU,S. exports, Crop years l939/h0 to
1960/61, and July 1961 to February 1962

Important lawn-grass seeds: U.S. supplies, crop years 1939/h0 to
1960/61



lol

11.

12.

13,

k.

15.

CONTENTS
Tables

Important lawn-grass seeds: Apparent U.S. consumption; crop years

1939/40 to 1960/61

Important lawn-grass seeds: Season average prices received by
growers, Crop years 1939/40 to 1961/62

Creeping red fescue seed: U.S., acres harvested, average yleld per
acre, production, and average price received by growers, by
producing States, crop years 1954/55 to 1961/62

Creeping red fescue seedt U.S. beginning stocks, production,
imports, exports, supply, and apparent consumption, crop years

1949/50 to 1961/62

Creeping red fescue seed:t U.S,. acres harvested, average yield per
acre, production, and average price recelved by growers, crop

years 1949/50 to 1961/62 '

Creeping red fescue seed: U.S. imports, by principal sources, crop

years 1949/50 to 1961/62, July-March 1960/61 and July-March 1961/62

Creeping red fescue seed: Production in the United States, Canada,
Dermark, and the Netherlands, crop years 1950/51 to 1961/62

Creeping red fescue seed: U.S. acreage and production, and the
acreage and production of 45 U.S. producers that submitted
financial data, 1957-61

Creeping red fescue seed: Operating experience bf the 45 producers
that submitted financial data, 1957-61

Figures

Prices received by farmers for fine-leaved lawn-grass seeds,
(creeping red fescue, Chewings fescue, Kentucky bluegrass,
and bentgrass), crop years 19L5/46 to 1961/62

Creeping red fescue seed: U.S. beginning stocks, production,
imports, supply, apparent consumption, and season average
price received by farmers, crop years 1945/L6 to 1961/62

Chewings fescue, Kentucky bluegrass, and bentgrass seed
combined: U.S. beginning stocks, production, imports, supply,
and apparent consumption, crop years 1945/46 to 1961/62 '

Important lawn-grass seeds, excluding creeping red fescue seed:
U.S. beginning stocks, production, imports, supply, and
apparent consumption, crop years 1945/L6 to 1961/62



CREEPING RED FESCUE SEED

U.8. Tariff Commission
May 21, 1962

Introduction

This report, published pursuant to section T(d) of the Trade Agree-
ments Extension Act of 1951, as amended (19 U.8.C. 1364(d)), sets forth
the finding and conclusion of the U.S. Tariff Commission in connection
with an investigaﬁion (No. T-111) to determine whether creeping red fes-
cue seed, classifiable under paragraph 763 of the Tariff Act of 1930, is,
a8 & result, in whole or in part, of the customs freatment reflecting the
concessions granted thereon under the General Agreement on Tariffs and
Trade, being imported into the United States in such increased qpantitigs;
either actual or relative, as to cause or thieaten serious injury to the
domestic industry producing the like product.

An earlier investigation was instituted on March 3, 1961, by opera-
tion of section 3(b)(1) of the Trade Agreements Extension Act of 1951, as

amended, and was terminated prior to its completion at the request of the
Chewings Fescue and Creeping Red Fescue Commission of the State of Oregon

and the Northwest Chewings and Creeping Red Fescue Association. (26 F.R.
206, 26 F.R. 2495, and 26 F.R. 5016). The termination of that investi-
gafion on May 31, 1961, was without prejudice to fhe institﬁtion of
another investigation respecting creeping red fescue seed upon application
of an Interested party.

The present investigation was instituted on November 22, 1961, upon
amended application of the Chewings Fescue and Creeping Red Fescue Com-
mission of the State of Oregon,'and others, under the authority of sec«

tion 7 of the Trade Agreements Extension Act of 1951, as amended. Public
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notice of the institution of the investigation and of a public hearing
to be held in connection therewith was given by posting copieé of the
notice at the office of the Tariff Commission in Weshington, D.C., and
at its New York City office, and by publishing the notice in the

. Federal Register (26 F.R. 11226), and in the November 30, 1961, issue

of Treasury Decisions. The public hearing was duly held on February 27,
1962, and a;l interested parties were affbrded reasonable opportunity
to produce evidence and to be heard. In addition to the information
obtained at the hearing, data were obtained from the Commission's files,
from the U.S. Department of Agriculture, from interviews with domestic
‘producers and members of the American Seed Trade Association, Inc.,

and through questionnaires sent to all known domestic producers and

importers.

Finding and Conclusion of the Commission

On the basis of the investigation, including the hearing, the Tariff
Commission finds (Commissioners Schreiber and Sutton dissenting) l/ that
creeping red fescue seed is not being imported in such increased quanti-
ties, either actual or relative, as to cause or threaten serious injury"
to the domestic indﬁstry producing the like product. Accofdingly, in the
Judgment of the Commission, no sufficient reason exists for a recommenda-
tion to the President under the provisions of section T of the Trade

Agreements Extension Act of 1951, as amended.

gfrThe dissenting views of Commissioners Schreiber and Sutton are set
forth beginning on page 33. Commlssioner Overton did not participate in
the finding in this investigation because of absence.
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Summary of Information Obtained in the Investigation

U.S. customs treatment

Creeping red fescue seed is not separately provided for in the Tar-
iff Act of 1930 but is classified for duty purposes under the proVision
in paragraph 763 of the Tariff Act for "all other grass and forage crop
seeds not specially provided for." The rate of duty originally provided
for such seeds was 2 cents per pound. Pursuant to a concession initially
negotiated with Australia and New Zealand under the General Agreement onb
Tariffs and Trade, the rate of duty was reduced to 1 cent pér pound, effec-
tive January 1, 1948. This reduced rate is currently applicable to
imports of creeping red fescue seed and is the rate of duty reflecting
the trade-agreement concession pertinent to this investigation.

Description and uses

Creeping red fescue (Festuca rubra) is a fine-leaved grass, the seed

of ﬁhich is used, elther alone or mixed with other Seeds, principallybfbr
the development of lawns. Seeds of & number of grasses other thaﬁ creeping
red fescue are used for the same purpose, and they are discussed in this
report in reference to thelr effect on the growing and marketing of creep-
ing red fescue seed.

Creeping red fescue is a perennial hardy grass which spreads by
creeping rhizomes, and forms a firm-matted turf with bristle-like leaves.
Inasmuch as creeping red fescue is capable of withstanding considersble

wear and heavy trampling, it is found in most lawn mixtures, but 1s seldom
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used alone. It grows in cool or temperate climates and in all types of
soil, even on dry, sandy land. It has great tolerance of shade and is
persistent at high‘temperatures and low moisture levels, but does betfer
in those areas that receive somewhat more moisture. Although it may wilt
during a. long dry spell, it revives rapialy after exposure to moieture.
The bulk of the creeping red fescue is used in the North Central, Middle
Atlantic; and New England States.

Improved varieties of creeping red fescue have been developed in both
the United States and Canada. The most important improved varieties in
the United States are Illahee, Rainier, and Pennlawn. Illahee and Rainier
were developed in Oregon; they form a more dense turf and are less sus-
ceptible to disease than common creeping red fescue. Pennlawn, which was
bred in Pennsylvania, produces turf which is more dense and uniform than
common creeping red fescue; moreover, under eastern growing conditions it
has‘greater disease tolerance than either Illahee or Rainier, though it
has limited winter-hardiness. The most common improved varieties grown
in Canada are the 0lds and Duraturf.

Because of its characteristics, creeping red fescue is widely
used for lawns in residential areas, parks, cemeteries, golf courses, and
- other places where a firm turf is desired. It is used to s limited extent
for pastures and as a cover crop in orchards. In pastures it provides
~early spring grazing and, unless the grass 1s severely overgrazed during
the summer, produces good fall pasture. TIts leaves retain their nutritive
value and dark-green color even after freezing.‘ In addifion to»producing
grass for these purposes, creeping red fescue seed is used for the produc-

tion df more seed.
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Creeping red fescue seed, produced and marketed in the United
States, 1s sold as elther uncertified or certified seed. The uncerti-
fied seed 18 subject only to standards agreed upon by the buyer and the
seller. The certified seed, on the other hand, must be genetically
true to variety and meet certain purity and germination~standards.'l/

To be admitted to the United States for marketing, the imported
seed is subject to the provisions of the Federal Seed Act, which sets
forth certain requirements. g/

The relationship of other lawn-grass seeds
to creeping red fescue seed

Although for some purposes one type of grass seed may be preferred
to others and substitution in such uses may seldom occur, ;/ in the huge
mass market there is a great deal of substitution of one grass seed for

another, depending in considerable degree on comparative prices. The

;/ For example, in Oregon, which 1s the largest producer and seller of
certified seed, the requirements for the "blue tag" certified seed are
as follows: A minimum of 98 percent pure seed, a maximum of 0.25 percent
of other crop seeds, a maximum of 2 percent inert matter, a maximum 0.3
percent of weed seeds, and a minimum of 90 percent guaranteed germing-
tion. In addition to the "blue tag" certified seed there are "registered,"
"foundation," and "breeder" seeds. Each of these, to be labeled as such,
must meet even more exacting requirements. '

2/ These requirements are as follows: (1) The seed must consist of at
least 75 percent pure live seed (the percentage of pure live seed is
calculated by multiplying the percentage of pure seed by the percentage
of germination and dividing by 100); (2) noxious weed seeds may be contained
only to permitted tolerances; and (3) the combined total of all weed seeds
may not exceed 2 percent. .

§/ The caretaker of a football field, for example, would be reluctant
- to use creeping red fescue or other fine~leaved grass seed; he would prefer
gome other kind of seed such as meadow fescue, Alta, Kentucky 31, or Goar,
because grasses grown from such seed have coarse, wide leaves and are able
to withstand rough treatment. The caretaker of a golf course, on the
other hand, would probably prefer, for the putting greens, one of the
bentgrasses inasmuch as the putting greens must be closely clipped
and the bentgrasses thrive on low (l/2-inch) mowings that would kill
other grasses.
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great bulk of the grass seed sold to the consuming public.is in mixtures
of various kinds, l/ and the mixtures are generally formulated arouhd
Kentucky bluegrass; Because of the price relationships between the
various seeds economic factors that affect the market for one seed,
sooner or later affect that for the other seeds. Moreover, the growing
and marketing of the several grass seeds might be expected to follow
gimiler patterns, though not necessarily simultaneously. g/

The principal grass seeds now used for lawns in the United States
are those of the fine-leaved grasses--creeping and Chewings red fescue,
Kentucky‘and Merion bluegrass, and bentgrass; and those of the coarse-
leaved grasses--redtop, common and perennial ryegrass, and tall fescue.

The U.S. demand for the major lawn-grass seeds has increased tre-
mendously in the last two decades. The chief factors contribﬁting to
this increase have been (1) the increase in number of family units, (2)
the increase in family purchasing power, and (3) the increased popularity
of good lawns, promoted by garden magazines, garden clubs, and the avail-
ability of improved means of lawn care. (Tables 1-8 show for important
lawn-grass seeds the acreage harvested, beginning stocks, U.S. prodﬁction,
U.5. imports, U.S. exports, U.S. supplies, apparent U.S. consumption, and

season average prices received by growers since 1938.)

l/'One witness at the Commission's hearing testified that his company
formulates approximately 200 grass-seed mixtures.

2/ Commissioners Schrelber and Sutton take exception to this paragraph
of the report for the reason that the general economic conclugsions ex-
pressed therein with respect to the relationship of other lawn-grass
seeds to creeping red fescue seed ignore, or fail to make discrimin-
ating use of, the relevant facts. See p.3L of this report.
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The annual acreage harvested, production, imports, and apparent
consumption of the important lewn-grass seeds increased irregularly
with the increased demand. i/ Available data on such seeds excluding ,
redtop seed, show that from 1940/41 to 1960/61, 2/ acreage harvested
(exciuding that devoted to Kentucky bluegrass as well as redtop seed) 3/
incressed from 83,000 to 411,0005 the production increased from 53.3
million poupds to 243.1 million pounds§ annual importe increased from
1.9 million pounds to 19.4 million pounds; and apparent U,S, annual
consumption increased from 46.8 million pounds to 213.0 million pounds .
Consumption of the fine-leaved grass seeds alone increased during this
period from 20.8 million pounds to 47.5 million pounds annually. Impqrts
of such grass seeds increased from 1.6 million pounds to 19.3 million
pounds annually in the same period. Except for Kentucky bluegrass and
creeping red fescue seeds, domestic production has, since 1953/Sh,
accounted for virtually the entire U.S. supply of the principal lawn-
grass seeds.

In most years exforts of the principal lawn-grass seeds have exceeded
imports. Exports reached a record high of 38.7 million pounds in 1960/61.
Of this total the coarse-leaved grass seeds accounted for about 31.h
million pounds (mostly rye grass and tell fescue), while the fine-leaved |
grass seeds accounted for 7.3 million pounds (mostly Chewings fgscue and
bentgrass). Creeping red fescue is the'only important lawn-grass seed

that has not been exported in significant quantities in recent years.

i/'Except for redtop seed, formerly used extensively for production of
hay or for pasture, but now little used for those purposes.

g/ All years referred to herein are crop years beginning July 1, unless
otherwise noted, and the year beginning July 1, 1959, for example, is
denoted by 1959/60-. ‘

3/ No data are available on the acreage devoted to the production of
Kentucky bluegrass seed, but it is known to be very large.
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Stocks of most of the important lawn-grass seeds have increased
substantially sinece l95h/55; whether or not there have been imports.
Iﬁ the aggregate, however, there has been no sustained increase iﬁ the
ratio of beginning stocks to apparent annual consumption of such seeds.
With reépect to the principal fine-leaved grass seeds, during the 20
years 1940/41 to 1960/61 there was a slight but irregular increase in
the ratio of beginning stocks to apparent U.S. consumption.

Inkl959/60 and 1960/61 the averagé prices of most of the principal
lawn-grass seeds were lower than during the years l95h/55 to 1958/59.

Figure 1 shows, for the four principal fine-leaved lawn-grass
seeds, the prices received by growers in the years 1945/46 to 1961/62.
Figures 2, 3, and LI show various data respecting the growing, trade, and
use of creeping red fescue seed, of the principal fine-leaved lawn-grass
seeds except creeping red fescue, and of the principal fine- and coarse~-
leaved lawn-grass seeds combined (excluding creeping red fescue), for
the crop years 1945/L6 to 1961/62.

U,S. industry

Creeping red fescue seed 1s produced in the United States in Oregon,
Washington, and Idahos the first-named State is by far the'principal

producer (table 9). According to the 1959 United States Census of

Agriculture, 357 farms reported production of creeping red fescue seed
in 1959/60. Of this number, 280 farms with 11,010 acres harvested were
in Oregon, 56 farms with 1,652 acres harvested'were in Washington, and

21 farms with 722 acres harvested were in Idaho. Census data are not
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available for later years, but official figures of the Department of
Agriculture show that additional acreage was harvested in 1960/61.
The acreage harvested declined somewhat in 1961/62 and, according to
information obtained by the Commission, a further decline in the
harvested acreage can be expected in 1962/63. |

The available information indicatees that the bulk of the U,S.
output of creeping red fescue seed, formeriy produced in eastern Oregon,
is now produced in the western part of the State. Both growing condi-
tions and the method of production differ in the two sections of
Oregon. 1In western Oregon, largely because of an abundance of raiﬁ—
fall during the growing season and partly as a result of threat of
erosion, creeping red fescue is seeded in solid stands. In eastern
Oregon, where the crop is grown either with or without irrigetion, the
seed is sown in rows. Row cultivation provides for roguing (removal
of off-type and useless plants), permits better weed control, conserves
moisture, and facilitates irrigation. As a result of row cultivation,
however, the land becomes uneven and must be leveled from time to
time.

Creeping red fescue is generally grown in rotation with other érops
but the rotatioﬁ systems differ in the two producing sections of Oregon.

In eastern Oregon the land is generally fallowed for & year between the
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last harvest and new seeding, but in western Oregon the land must be
used continuously to prevent possible erosion. Depending on the local-
1ty, the type of éultivation, the amount of fertilizer used, and the
effectiveness of weed conﬁrol, one seeding produces from four to eilght
harvests in Oregon.

Growing conditions in eastern Washington, the principal producing
area 1n that State, are similar to those in eastern Oregon. The method
of production is, therefore, similér to that in eastern Oregon. The
increased use of fertilizer and more effective weed éontrol in this area
make it possible for some growers to harvest 10 or more crops before
reseeding. In Idaho,creeping red fescue seed is produced in the south--
ern part of the State in small individual fields, mostly under irrigation.

Whether grown as a solid stand or in rows, creeping red fescue is
usually cut with a swather; the seed is then harvested by a pickup_com-
bine. Some of the creeping red fescue is harvested by direct combining
or is cut with a binder and subsequently threshed. Regardless of the
method of harvesting, it produces field-run seed which must be further
cleaned. As a rule the cleaning is done in special cleaning plants
owned by large wholesale seed concerns, although some farmers, indi-
vidually or with other growers, operate their own cleaning plants. The
wholesale concerns may buy the seed from the.grower outright after
- making an adjustment, when appropriate, for the cost of cleaning.

Often, however, they clean and store the seed for the account of the
grower, charging fees for both services. The burpose df the cleaning

is to bring the seed up to the minimum standards acceptable to the trade.
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U.s. consumption

Creeping red fescue seed is a relatively new lawn seed in the
United States. It was not produced commercially in this country until
the late 1930's. i/ As domestic supplies became increasingly avallable,
consumption of creeping red fescue seed expanded but still remained
relatively unimportant until the middle 1940's. Thereafter, there
was a marked, although irregular, increasse in the consumption of the
seed. In the Ccrop year 19&6/h7 consumption was 1.2 million pounds.

It increased in each successive crop year through 1955/56, in which
year consumption reached 11.9 million pounds (tebles 7 and 10). In

the crop year 1956/57 consumption declined to 8.5 million pounds but

in the next year the upward trend was resumed, and consumption reached é
nev high of 19.1 million pounds in 1959/60. 1In the crop year 1960/61
consumption declined to 15.5 million pounds, but was still higher than
iﬁ any other year except 1959/60.

U.S. production

Production of creeping red fescue seed in the United States was
first reported for the crop year 1940/41. 1In that year a crop of 20,000
pounds was harvested on 100 acres, entirely'in Oregon. Since then there
has been a general, but irregular, increase in the acreage harvested
and in the quantity of seed produced. In the 1950/51 crop year, 5,150
acres produced 1.8 million pounds (table 11). In 1954/55 about 10,000
acres were harvested and the output reached h.T million poﬁnds. During

the next U4 crop years, both the acreage harvested and the size of thé

1/ The crop year 1940/L1 was the first year for which a commercial
crop was reported.
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crop were well below that level but, in 1959/60 the area harvested
reached 13,500 acres and the crop 5.7 million pounds. The area har-
vested in the nexf crop year increased further to 14,400 acres but,
because of a lower yield per acre, the crop fell somewhat below that
of the previous crop year. 1In 1961/62 the acres harvested declined
to 13,100 and the crop to 4.2 million pounds.

The average yleld of creeping red fescue seed per acre varied
greatly during the 13-year period shown in table 11, ranging from 193
pounds in 1949/50 to 469 pounds in 1954/55. The trend of the averageb
yield, hbwever, was generally upward. In the 5-year period l9h9/50 to
l953/5h, the annual average yield per acre was 280 pounds; in the next
5 years, 1954/55 to 1958/59, it was 353 pounds, and in.the last 3 years,
1959/60 to 1961/62, 1t was 363 pounds. The increase in average yield
per acre reflects largely the use of improved seeds, improved weed con-
tfol, and increased amounts of fertilizer. The largest average yields

occurred in Washingtonj Oregon was second and Idaho third (table 9).

U.S. imports

U.8. imports of creeping red fescue seed increased irregularly from
Th6,000 pounds in the crop year 1949/50 to & high of 15.9 million poundé
in 1959/60. In 1960/61 they declined to 15.1 million pounds. In the
first 9 months of 1961/62 they amounted to 7.2 million pounds, compared
with 12.1 million pounds in the corresponding period of the previous
year (table 12). Value date for imports were not reported before January
1, 1960. According to data reported by the U.S. Department of Commerce,
the average foreign unit value of imports from all countries during the

first 8 months of the crop year 1961/62 was 14.8 cents per pound;
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imports from Cenada hed an éverage unit value of 14.9 cents, those
from the Netherlands, 12.8 cents, and those from Denmark, 14.h cents.

In most recent years Canads has supplied the bulk of U.S. imports
of creeping red fescue seed. During the past decade Canada's share of
total U.S. imports ranged from a low of 36 percent in the crop year.
1952/53 to & high of 91 percent in 1960/61. Virtually all of the
remainder came from the Netherlands and Demnmark. In the crop year
l960/6l{(thé last full year for whiéh data are available) imports from °
the Netherlands and Denmark dropped sharply, whereas impofts from Canads
exceeded those in any earller year.

The ratios of imports of creeping red fescue seed to total U.S;
supplies are shown in table 10.

U.8. exports

Official export daﬁa are available for all fescue grass seeds com-
biﬁed but are not available separately for creeping red fescue. It is
known, however, from analyses of export documents and from trade inférma-
tion, that exports of creeping red fescue seed have been negligible or
nil in most years.

Production in foreign countries

Canada.--In Canada, creeping red fescue seéd wag harvested on 37,100
acres in the crop year l95h/55. Acreage dats are not available for the
years from 1955/56 to 1959/60. A recent official Canadiaﬁ document sfateé
that in 1960/61, "the growing area totaled about 55,000 acres, of which

over three quarters wae in the Peace River region of Alberta and British '
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Columbia. The 0lds-Innisfail region of central Alberta has developed
into an important secondary center of production.” l/

The substantial increase in acreage between 1954/55 and 1960/61
was accompanied by an increase in the production of creeping red fescue
seed--from 9.8 million pounds in 1954/55 to 16.6 million pounds in 1960/61.
Canadian production further increased to 17;6 million pounds in 1961/62
(table 13). |

Most of the Canadian production of creeping red fescue seed is sold
as noncertified seed, whereas much of the U.S. crop is sold as certified
seed. In recent years, however, increasing quantities of Canadian seed
have been certified. Official Canadian certification statistics show
that 656 acres devoted to creeping red fescue seed were inspected for‘
certification in 1959/60; 1,758 acres, in 1960/61; and 1,617 acres, in
11961/62. 2/ The certified acreage in 1960/61 comprised sbout 3 percent
of the total acreage devoted to creeping red fescue seed. Information -
submitted to the Commission by importefs indicated that only a veryﬁsmgll
percentage of the seed imported from Canads was certified.

In Canada the bulk of creeping red fescue seed i1s handled and sold’
by Northern Canadian Seed Sales Limited, which acts as a sales agent
for the Beed Division of the Alberta Wheat Pool and for the Seed Depart-
ment of the Manitoba Pool Elevators. All of these organizations are
grower-owned cooperatives. The pools make advance payments to the
growers of creeping red fescue seed (in the présent crop year the pay-

ment was set at 12 cents per poﬁnd) based on the net weight, after deduc-

1/ Cansda Department of Agriculture, Research Branch, Creeping Red
Fescue, Publication 1122, 1961, p. k4.

2/ Canada Department of Agriculture, Production and Merketing Branch,
General Seed Crop Report, 1961 Crop, Jan. 3, 1962, p. T.
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tion of the dockage, which is determined at the time of delivery.
There is no charge to the grower, and the pools rather than the grower
assume all charges, which includew-

transportatibn charges based on the gross weight of the

seed from point of delivery to cleaning plant, also the

cost of handling, cleaning, bagging and marketing and in

the case of shipments to the U.S., freight from cleaning

plant to destination as well &s 1¢ per 1b. duty. 1/
The sBeed 18 cleaned in four cleaning plants owned by the two pools.
If the seed is sold at a price above the initial payment plus all
cost, the profit--after an assessment of 1 cent per 100 pounds is
retained for a commercial reserve--is distributed to the growers in

proportion to their deliveries. 2/

The Netherlands and Denmark.--Statistics on production of creeping

red fescue seed in the Netherlends and Denmark are shown in table 13.
Testimony was preeented.at the hearing that growers in the Netherlands
and Dehmark are shifting from the production of creeping red fescue

seed to the production of other grass seeds, particqlarly Kentucky blue=-
grass seed. Official statistics on the acreage used in each country
for the production of creeping red fescue seed in the last 3 years are

shown in the following tabulationg

Year The Netherlands Denmark

' (Acres) (Acres)
1959/60====== = =mmmmmmmmm 5,515 12,029
1960/6Lmm=mmmeme e mememe= 1,398 10,218
1961 /62mmmmm e e - 1,57k 7,408

l/ Letter from W. Barry Bain, Manager, Northern Cansdian Seed Sales
Limited, dated Mar. 20, 1962.

g/ During the crop year 1959/60, the Alberta Wheat Pool incurred a
lose in the handling of creeping red fescue seed, and the loss was pald
from the general funds of the pool. However, it was charged to the
Seed Division and was to be paid ultimately by the seed growers through
- the commercial reserve mentioned sbove. No information on losses or
profits on the 1960/61 and 1961/62 crops was obtained.
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U.S. stocks
/ The following discussion relates to total beginning stocks (held
.by growers and dealers combined) as reported by the U.S. Department of
Agriculture. These stocks include both domestically grown and imported
seed. In the first 4 of the 13 crop yéars shown in table 10, the
beginning stocks were relatively small; thereafter they increased sub-
stantially to 5.4 million pounds on July 1, 1955, when they amounted
to more‘thén 2&1/2 times the domestic crop in that year. In the next
2Acrbp years, beginning stocks declined; they have increased iﬁ every
year since and were 11.4 million pounds on July 1, 1961l. These
stocks, the highest on record, were almost 3 times the production of
creeping red fescue seed in 1961/62.
U.S. prices

The average price received by growers of creeping red fescue seed l/
reached a record high of 69.3 cents per pound in the crop year 1951/52.
The price declined sharply to an average of 48.3 cents in 1952/53. The
decline continued in succeeding years; in the crop year 1955/56 thé price
!was.22.h cents per pound, the lowest on record uplto‘that time (tablesil
8 and 9). ‘In these years domestic consumption expanded, but not suffi-
ciently to absorb the increased supply of seed that accrued from both
domestic and foreign sources. In the crop year 1956/57, as a result of
a substantial decline in supplies, the price received by growers was
nearly double that in 1955/56, reaching 42.3 cents per pouﬁd. After

1956/57 the average price received by growers declined steadily, as

~ 1/ This is a gross price for clean seed from which the costs of
cleaning, bagging, and storage must be deducted to arrive at the net
price received by the grower, unless the grower performs these func-
tions himself. These costs total 4 to 5 cents per pouna.'
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domestic consumption failed to keep pace ﬁith the riéing supplies; .

the average price reached a new low of 16.0 cents per pound in 1961/62.
Although the decline in price of creeping red fescue was coincident
with increased supplies of this seed, it was also coincident with
increased supplies and declining prices of most of the other lawn-grass
seeds (tables 6 and 8).

The avefage prices received by growers in Oregon in the crop years

1954 /55 through 1959/60 were usually several cents higher than those
received by growers in Washington and Idsho (table 9). The differen-
tial is éttributable to the fact that the production consisted of a
.higher proportion of certified seed in Oregon than elsewhere. Certi-
fied seed generally éommands a higher price than noncertified seed; but
in the crop years 1960/61 and 1961/62 the differential was reduced in
consequence of the large available supplies of certified seed.

Employment and wages

Through questionnaires, the Commission attempted to obtain informa-
tion with respect to wages paid and labor employed in the production of
creeping red fescue seed but the data so obtained were too fragmentary
to be of value.

Financial experience of domestic producers

Questionnaires were mailed to 436 domestic producers of creeping
red fescue seed. Only 45 of them furnished usable financial data on
their operations relating to the production of creeping red fescue seed

for the calendar years 1957-61. All of those that furnished usable data

raised other farm crops in addition to creeping red fescue seed.
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Of the U45 producers, 21 harvested creeping red fescue seed in all of
the 5 years 1957-61; 18 harvested such seed in 4 of those years, and
6 in 3 years. The 45 producers accounted for 24 percent of the U.S.
production of creeping red fescue seed in 1957, 33 percent in 1958,
31 percént in 1959, 39 percent in 1960, and 29 percent in 1961 (table 1L},
They accounted for 20 percent of the U.S. acreage of créeping red fescue
seed harvested in 1957 and for about 25 percent during the period 1958-61.

The datas furnished to the Commission showed the wages paid to the
hired labor, but did not take account of the labor performed by owners.
Consequently, tﬁe difference between the growers' total farm income and
total farm expenses (net return) represents partly profit and partly
compensation for their own labor. Pertinent data (including acreages,
yields, production, salés, inventories, and net returns)Afor the L5
producers are summarized in table 15. |

A1l of the U5 producers kept their accounting records on a cash
basis (as distinguished from the accrual basis) except for the cost of
the farm equipment, which was amortized over the estimated useful life
of the equipment. The cost of soil preparation aﬁd seeding was not
amortized and the value of unsold inventories was not taken inté
account in determining the producers' net return. Hence, some pro-
ducers reported losses during years that the soil was being prepared
and seeded, i.e., before any seed was harvested and sold; others that
incufred production éxpenses, but whose harvested seed was unsold, also
reported losses; stlll others, who sold largely from inventories in some
years, reported higher than usual net returns because the production

expenses had been reported in earlier years. For the group as a whole
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and over the 5-year period covered, however, these wide annual varia-
tions in expenditures by individual growers relative to their cash returns
partly offset one'another. Nevertheless, the net returns determined by
the cash basis of accounting are not a reliable measure of the growers'
profits. or losses, chiefly because of (1) the extensive new seeding

that occurred in 1957-58 and (2) the increasing accumulation in unsold
inventory of creeping red fescue seed throughout the entire period
1957-61.

The total sales of all farm products by the 45 producers rose from
$1,26o,obo in 1957 to $1,487,000 in 1959 and then déclined to $999,000
in 1961. Their aggregate net return on all farm operations increased
from $393,000 in 1957 t& $411,000 in 1959 and fell to $11L4,000 in 1961.
These producers' receipts from sales of creeping red fescue seed -
increased from $éh7,ooo in 1957 to $326,000 in 1959 and then declined
ﬁo $129,000 in 1961. Their yearend inventories rose steadily from
183,000 pounds in 1957 to 904,000 pounds in 1961. The 45 producers .
reported an aggregate net return on their creeping—red-fesbue~seed
operations of $90,000 in 1957, $37,000 in 1958, $74,000 in 1959, and
$26,000 in 1960, and a net loss of $49,000 in 1961.

According to data prepared by the Department of Agricultural Econom~
ics of Oregon State University and submitted by domestic produ;ers at
the public hearing, the estimated average cost of production of creep-
ing red fescue seed in western Oregon in 1961 was 25.7 cents per pound.

This estimate includes three items not included in the "expenses per
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round produced" shown in table 15, nemely, éllowances for cleaning,
for interest on tﬁe investment, and for labor performed by the grower.
The cost data prepared by the University included an allowance of 5
cents per pound for cleaning,,;/ 3.1 cénts per pound for interest on

the investment, and an unepecified amount for the labor of the grower.

l/ This includes cleaning, cost of seed sacks,‘insurance in the
field and in the warehouse, testing, and payments to the Orego:
Chewings Fescue and Creeping Red Fescue Commission.
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CONSIDERATIONS BEARING ON THE FINDING
OF THE COMMISSION

More than a year has elapsed since the Commission uﬁanimously
found, in the course of a peril-point investigation (No, 3—9——Su§ble-
mental), that an increase in duty or additional import restrictions on
creeping red fescue seed were required to avoid serious injury, or the
threat thereof, to the domestic industry producing the like article. 1/
Because of the significant changes that have occurred since that find-
ing was made, however, the Commission would not--if it were presently
obliged to conduct a similar peril-point investigation--make the same
finding today. Accordingly, there would be no occasion now for the
Commission to initiate an escape-clause investigation in accordance
with section 3(b)(1l) of the Trade Agreements Extension Act of 1951,
as amended, with respect to creeping red fescue seed.

At any given time the economic position of the domestic indusfry
producing creeping red fescue seed depends primarily on the volume and
trend of domestic production, imports, and exports, not only of creep-
ing red fescue seed, but also of a number of other kinds of lawn-grass
seed, particularly the fine-leaved lawn-grass seeds; on the stocks of
the aforementioned seeds on hand in the United States and in the major

foreign markets; on the comparative prices of these seeds in the

1/ The present Chairman was not a member of the Commission at the
time of the above-mentioned investigation.
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United States and in those foreign markets; and on the extent to
which different kinds of seeds are substituted for one another in
the United States and abroad. In considerable measure also the
prosperity of the producers of creeping red fescue depends on their
alternate opportunities, inasmuch as virtually all of them engage in
other agricultural activities, either concurrently or in rotation
with the production of creeping red fescue seed.

The Trade Agreements Extension Act of 1951, as amended, specif-
ically enumerates certain criteria (trend of production, employment,
prices, profits, wages, and so forth) that the Commission must take
into account in determining whether a domestic industry is being seri-
ously injured or threatened with serious injury. The statute also
directs the Commission to take into account such "other factors" as
it deems appropriate. Since the statute does not assign weights to
the individual criteria, whether specifically enumerated or not, each
Commissioner is free to allocate to them whatever weights he deems
appropriate. No canvass is made of either the aggregate of factors
that individual Commissioners take into account or the respective
weights that they assign to them., In applying the criteria contem-
plated by the statute in the instant investigation, however, none of
the undersigned Commissioners have been able to find that creeping red
fescue is, "as a result, in whole or in part, of the duty or other

customs treatment reflecting [5 trade agreemen§7 concession, being
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imported in such increased quantities, either actual or relative, as
to cause or threaten serious injury to the domestic industry producing"
creeping red fescue seed. In their view the imports in.question have
not contributed substantially toward causing or threatening serious
injury to the aforementioned domestic industry.

Inasmuch as the Commission unanimously concluded in its escape-
clause raport of October 1959 L/ that imports of creeping red fescue
seed wefe not causing or threatening serious injury to the domestic
industry concerned, there is no need here to give more than a cur-
sory review of developments in the period prior to that covered in
the earlier report.

Though not directly pertinent to the instant investigation, it
should be clear—-contrary to assertions that have been made--that the
trade-agreement concession on creeping red fescue seed has at no time
materially contributed to the difficulties confronting the domestic
industry in question. The concession, which was made in 1948, involved
a reduction in tariff duty from 2 cents to 1 cent per pound of seed,

In the intervening period the domestic production of this seed has

increased several fold; the average price (received by growers) has

l/ See U,S. Tariff Commission, Red Fescue Seed, Report on Escape-Clause
Investigation No, 80 . . ., 1959. In that report the domestic industry
was regarded as embracing the production of red fescue seed, including
Chewings fescue. It is doubtful, however, that the Commission's
decision would have been any different if the coverage then had been
identical with that in the present investigation, i.e., creeping red
fescue seed.
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fluctuated greatly, between a high of 69.3 cents per pound in 1951/52
and a low of 16,0 cents in 1961/62; and stocks on hand rose ovér the
period from a negligible quantity to 11.4 million pounds in 1961/62.

The difficulties presently confronting the domestic producers of
creeping red fescue seed are common to producers of other lawn-grass
seeds, including those that receive little or no direct competition from
imports. There is no evidence, moreover, that growers of either creep-
ing fed fescue seed or of grass seeds generally, represent an agricul-
tural group that is in singular distress.

The Commission made every effort to obtain information on earn-
ings, wages, and employment in the industry producing creeping red
fescue seed but was unsuccessful. The Commission sent questionnaires .
by certified mail to 436 persons who were identified with producing
‘creeping red fescue seed in recent years. Of the 418 who received
the questionnaire, 227 did not respond to it and an additional.127
réturned only the first page (indicating that production of the seed
was unimportant in their farming operations). Thus, 85 percent of
those who received the questionnaire did not evince an interest that
can be associated with producers who feel that they are being seriously
injured by imports.

Completed questionnaires wefe returned by 64 growers, but only
45 of them supplied usable data. Of these 45 pfoducers, only 21
harvested creeping red fescue seed in all of the 5 years for which the

Commission sought information; 18 harvested such seed in 4 years,
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and 6 of them, in 3 years. The 45 producers accounted for 24 percent
of the U.S, production of creeping red fescue seed in 1957, for 33
percent in 1958, for 31 percent in 1959, for 39 percent in 1960, and
fér 29 percent in 1961,

‘A1l 45 growers whose records tﬁe Commission was able to use kept
their accounting records on a cash basis. In consequence, growers
reported.losses in the periods in which they were preparing fields for
seeding and were awaiting harvest of seeds a year or two later; and
growers assigned no value to their inventories of seed. Their report-
ing took no account of the fact that seedings in some areas ylelded,
say, 4 harvests but in others yielded 10 or more. Reports on wages
and employment were too nebulous to be of use.

In the circumstances, the Commission cannot regard the financial
information received from growers who responded to its questionnaires
as depicting a representative sample of the industry producing creep-
ing red fescue seed.

The basic factors now adversely affecting the domestic producers
of creeping red fescue are (1) the large stocks of that seed, as well
as of other substitutable seeds, that are on hand; (2) the price-
depressing effects of the excessive inventories overhanging the market,
as well as of the continuing annual excess of production of grass seeds
over consumption; and (3) what appears to be a declining dealer

acceptance of creeping red fescue seed,
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Most creeping red fescue seed 1s sold as a component of lawn-grass-
seed mixtures put up by seed houses that are sensitive both to compara-
tive seed prices and to customer acceptance of their mixtures. The
principal mixtures used are generally combinations of no fewer than
three or four of the following kinds: Creeping red fescue, Chewings
fescue, Kentucky bluegrass, Merion Kentucky bluegrass, bentgrass, red-
top, common ryegrass, perennial ryegrass, and tall fescue.

We‘recognize that the.aforementioned seeds are by no means fully
~ interchangeable. Each has its peculiar characteristics, with the
result that some are better suited than others to various conditions
of climate, soil, and use. ‘Most lawn seeds, however, are sold in mix-
tures to purchasers who do not have expert knowledge of the seeds, and
the proportions thereof, that are best suited to meet their needs.
Most mixtures are formulated by seed houses, and even the experts that
they employ do not always agree on the kinds of seed, and the proportions
thereof, that are best suited to meet particular requirements. Compara-
tive prices of the various seeds, therefore, in large measure determine
the respective demands for the different kinds of seed. The least
sophisticated consumérs of grass seed tend to make their purchases
primarily on a basis of price. The most sophisticated consumers, on
the other hand, tend to subordinate price considerations to obtaining
precisely the kinds of seed they desire in the proportions they believe

best suited to meet their needs. Such buyers would not ask merely for
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"creeping red fescue seed," inasmuch as not even all varieties of that
seed are 100 percent interchangeable. They would more likely specify
some particular improved variety of that seed, such as Illahee or
Rainier (developed iﬁ Oregon), Pennlawn (developed in Pennsylvania),
or 0lds or Duraturf (from Canada). They would also, no doubt, specify
standards of purity, germination, and the like. We recognize that
such buyers accept only limited substitution of one kind of grass seed
for another, but we also recognize that they purchase only a very small
part of the total quantity of‘grass seed marketed in the United States.

The aggregate domestic production of the principal kinds of grass
seed enumerated in a preceding paragraph rose from 170 million pounds
in 1958/59 to 245 million in 1959/60, 248 million in 1960/61, and
then declined to 201 million in‘l961/62. The corresponding domestic
Aproduction of creeping red fescue seed in the same 4 crop years was,
respectively, 2.7 million, 5.7 million, 5,0 million, and 4.2 million
pounds.

Aggregate imports of the above-mentioned seeds have varied widely
from year to year. They rose from 14.3 million pounds in 1958/59 to
24.9 million in 1959/60, and then declined to 19,4 million in 1960/61;
and they amounted to 15.0 million pounds in the first 9 months of
1961/62 (July-March).

Exports of the aforementioned seeds have likewise varied widely

from year to year. They rose from 25.9 million pounds in 1959/60 to
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38,7 million in 1960/61; and they amounted to 22.0 million pounds in
the first 8 months of 1961/62 (July-February). It will be noted that
aggregate exports exceeded imports in each of these periods, as well
as in most earlier years. |

Domestic consumption of the above kinds of grass seed rose from
172.9 million pounds in 1958/59 to 206.7 million in 1959/60, and to
215.7 million in 1960/61. Since production exceeded consumption in
that 3-yéar period, beginnihg—of—the-year inventories rose from 59,9
million pounds in 1959/60 to 97.5 million in 1960/61, and 110.7 million
in 1961/62. Except for the export balance in grass seeds, the disparity
between production and consumption would have been even larger,

The inevitable effect of excessive production and continually
rising inventories of grass seeds has been to depress their prices
but,‘of course, not uniformly. The price of creeping red fescue seed,
however, has by no means been depressed the most. Moreover, there
appears to be no observable correlation between prices of'individual
grass seeds and the volume of imports of those seeds. Between 1959/60
and 1961/62, for example, the price of Chewings red fescue seed declined
more than did that of creeping red fescue seed, despite the fact that
there were viftually no imports (but there were sizable exports) of
Chewings red fescue in that period. The ratio of imports to apparent
consumption of lawn-grass seeds has always been small, and it could
not be appreciably altered-Qas will be demonstrated later--by the
application of an escape-clause restriction solely to imports of

creeping red fescue.
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We recognize frém the disparity in price response to changes in
the inventory of individual varieties of seed, that ;eed houses must
give considerable weight to factors other than comparative prices.
We note, for example, that domestic’consumption of creeping red fescue
seed was 3.6 million pounds smaller in 1960/61 (when the price averaged
17 cents per pound) than it was in 1959/60 (when the price averaged
26 cents‘per pound), notwithstanding that the total consumption of
the major lawn-grass seeds was 8.9 million pounds larger in 1960/61
‘than in 1959/60., It may well be that creeping red fescue is declining
iﬁ favor with the grass-seed houses. Marketing problems, of which
domestic producers’of creeping red fescue seed have complained, could
also be a factor. We note, further, that the Netherlands and Denmark
‘have sharply reduced their production of creeping red fescue seed in
favor of Kentucky bluegrass. Also, a witness testified at the public
heéring that many Canadian farmers who grow creeping red fescue seed
are reconverting to wheat, now that Canada's excessive surplus of
wheat has largely disappeared as a result of the poo?kCanadian wheat
crop in 1961 and the substantial sales of wheat abroad.

Until aggregate domestic production of grass seeds, embracing
creeping red fescue and other seeds substitutable for it in greater
or lesser degree, is brought more nearly into correspondence with
consumption, and the excessive inventories of grass seeds overhanging

the market are eliminated, there is little prospect for a highly
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prosperous industry producing either creeping red fescue seed or any
other seed that' is commercially substitutable for it. We believe
that some improvement is now slowly taking place. WeArecognize,v
however, that a grower who has undergone the heavy expense of prepar-. -
ing énd planting his field to creeping red fescue, and has foregone
income therefroﬁ for 2 years, is reluctant to abandon such production
until after he has been able to harvest seed for a number of years-—-
from.A to 8 in some areas to as many ag 10 or more in other areas.

The application of even fhe maximum increase in duty permissible
under the escape-clause statute or the quota restriction requesfed by
the applicants would give little promise of materially improving the
position of the industry producing creeping red fescue seed, and
could even have the opposite effect. "~Under present conditions, the
imfosition of an increased duty.would, in all probability, operate
more to depress the price of creeping red fescue seed outside the
United States than to raise i1t within the United States. The principal
country that would be affected would be Canada, whose markets for such
gseed outside the United States are distinctly limited. In the circum—
stance that an increésed duty were imposed, Canadian sellers might
elect to absérb most of the increase in the U,S. duty rather than
forego sales even at the lower prices. Except for use as grﬁss seed,
creeping red fescue has only limited value. It would appear that the

U.S. Treasury rather than the domestic growers of creeping red fescue
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seed would be the principal beneficiary of an increase in duty.
Further, to the extent that an incfease in U.S. duty would operate
to depress prices of creeping red fescue seed (as well as those of
other foreign-produced seeds) outside the United States, it would
also operate to curtail U.S. ekports of other kinds of grass seed.
Such a consequence would be detrimental, for example, to the growers
of Chewings fescue seed in Oregon, who are anxlous to increase,
rather fhan curtail, their sales. As previously observed, U,S. aggré-
gate exports of grass seeds substantially exceed 1ts imports.

The application of an annual import quota of 6,5 million pounds
of creeping red fescue seed, requested by the applicants and recom-
mended by the minority, would be even more likely to aggravate than
to remedy the difficulties confronting the complainants. Imports of
creeping red fescue seed, virtually all of which come from Canads.,
are already declining sharply. In the first 9 months of 1961/62.
(July through March) they totaled 7.2 million pounds, 4.9 million
pounds less than in the corresponding period of 1960/61. A similar ,
decline next year would reduce the imports for the crop year well
below 6,5 million pounds. The application of an absolute quota,
however, might tempt holders of stocks of segd in Canada to rush
shipments into the United States at the opening of the quota year,
thus contributiné further to demoralization of the domestic market,
It is a common experience that absolute quotaé, if fi1lled fully,

tend to be filled early in the quota year.
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The application of restrictions on imports of creeping red
fescue seed could also result in one or more foreign governments
taking retaliastory action. Conceivébly, that could be damaging
to U.S. exporters of other kinds of grass seeds, as well as to
exporters of still other products, both agricultural and nonagri-
cultural, Some of such adversely affected domestic interests
might even be located in the same parts of the country in which
creeping red fescue seed is produced. We recognize, howéver,
that consideration of such‘possible repercussions 1s outside the
purview of the escape-clause statute.

In view of the considerations set forth above, we find that
no sufficient reason exists in this case for a recommendation to
the President under the provisions of section 7 of the Trade

Agreements Extension Act of 1951, as amended.

B Bt

Ben Dorfman, Chaiﬂxan

L/ Z“ ZMJZ

Josebh E. Talbot, Commissioner

L) s &

William E, Dowling, C
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DISSENTING VIEWS OF COMMISSIONERS SCHREIBER AND SUTTON

As a result.of the investigation, including the hearing, Commis-
sioners Schreiber and Sutton find as follows:

(a) That creeping red fescue seed is, as a result,
in part, of the customs treatment reflecting the
concession thereon in the General Agreement on
Tariffs and Trade, being imported into the United
~States in such increased quantities, both actual
and relative, as to cause serious injury to the
domestic industry producing the like product; and

(b) That, in order to remedy the serious injury to
the domestic industry concerned, it is necessary
that the quantity of creeping red fescue seed en-
tered, or withdrawn from warehouse, for consumption
in any 12-month period beginning July 1 in 1962 or
in any subsequent year be limited to not more than
6.5 million pounds. 1/

The facts are clear and uncomplicated and do not require extended
legal or economic analysis. They establish conclusively the devastat-
ing impact of imports of creeping red fescue seed on the domestic in-
dustry producing the like product. Indeed, so clearly do the facts
speak in this regard that a contrary finding must perforce place de-

pendence upon irrelevant and specious legal and economic considerations

well beyond the intendment of the statute.

1/ The findings in this investigation differ from the related peril-
point findings of the Commission. In the peril-point findings of April
1961, the Commission found that the domestic industry was being serious-
ly injured by increased imports and that, in order to remedy the serious
injury, it was necessary to increase the rate of duty from 1 cent to
3 cents per pound. Commissioners Schreiber and Sutton, in conformity
with their views expressed in investigations Nos. 7-96 and 7-97 regard-
ing tennis rackets and baseball gloves, respectively, deem it necessary
to explain that, on the basis of further consideration of the facts,
they are, in practical effect, reaffirming their peril-point finding
as to serious injury, but believe the peril-point finding as to remedy
was in error. '
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Creeping red fescue is a distinctive type of seed which pro-
duces lawn grass having special or peculiar characteristics of its
own. It is primarily for these chéracteristics that such seed--
whether sold by itself or in mixtures with other grass seeds--is °
bougﬁt and used by consumers in the United States. This fact is
important for it underlies the conclusion that the only domestic
product which isllike the imported creeping red fescue seed is
creeping red fescue seed, and, that, accordingly, the domestic in-
dustry  is comprised onl& of the producers of such seed. l/ |

The relationship of other lawn-grass seeds to creeping red
fescue seed '

Unfortunately, as indicated in footnote 2 on page 6, the sum-
mary of information obtained in the investigation (pages 3 through 20)
omits certain pertinent facts, developed in the course of the investi-
gation and corroborated by the Commission's staff, pertaining to the
relationship of other lawnfgrass seeds to creeping red fescue seed.
Inasmuch as these facts bear directly on the issues involved and are
essential to their resolution, they are set forth below.

The principal grass seeds now used for lawns in the temperate
and cool season areas of the United States are those of the fine-leaved
grasses, creeping red fescue,'Chewings red fescue, Kentucky bluegrass,

and bentgrass; and those of the coarse-leaved grasses, redtop, common

1/ It should be noted that this conclusion is implicit in the peril-
point findings of the Commission and in the subsequent actions of the
'Commission in connection with the institution of this escape-clause
investigation.
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and perennial ryegrass, and tall fescue. Creeping red fescue,
Kentucky blueérass, bentgrass, and tall fescue are each further
subclassified into various commercially important varieties.

The fine-leaved red fescues, creeping and Chewings, are mo;e
tolerant of varying soil conditions and of shade than either Ken-
tucky bluegrasé or bentgrass but they have a tendency to get clumpy
if used alone. The adaptation and general value of creeping red
and Chewings red fescue are quite similar. Chewings red differs
from creeping red mainly in that it forms tufts rather than spread-
ing by creeping rhizomes, and in that it withstands drought better
than creeping red. Improved varieties of creeping red fescue such
as Illahee, Rainier, and Pennlawn are less susceptible to disease
and provide a denser turf under some growing conditions thaﬁ common
‘creeping red or Chewings red fescue.

Kentucky bluegrass is more sensitive to poor soil conditions
and requires more sun than the red fescues. It tends to replace the
red fescues uﬁder favorable conditions. Bentgrass is adapted to
growth 'during the cool months but is least compatible with other
grasses since it forms solid patches and does best on low mowing
which may kill out other grasses. The coarse-leaved redtop, rye
grasses and tall fescue are quick growing and adaptable to a wide
range of soil and moisture conditions. They all tend to clump and
redtop and annual rye quickly thin out. Tall fescue is long-lived

and very wear resistant.
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For certain specialized uses a lawn-grass seed may be sown as
a pure stand uﬁmixed with other types. For example, football fields
where the lawn gets very rough treatment may be sown to a pure
stand of tall fescue. Or putting greens on a golf course may bé
sown to a pure stand of the fine-leaved bentgrass which thrives on
the low mowings required on;putting greens.

Most consumers, however, purchase the cool-season lawn-grass
seeds in mixtures. The presence in a mixture of several types of
grass seed adaptable to different conditions tends to insure that
at least one or two of the types in the mixture will be adaptable
to the particular lawn or portion of the lawn where sown. For ex-
ample, redtop and the rye grasses provide quick cover of bare ground.
The red fescues eventually predominate in shady areas, while Kentucky
blﬁegrass tends to dominate in sunny locations.

Seed dealers market a great variety of mixtures generally tailor-
ed to the climatic and soil conditions in the particular part of the
country where marketed. Most mixtures contain Kentucky bluegrass and
red fescue and in the higher priced blends these account for the
largest part of the mixture. Such mixtures usually contain no tall
fescue and not more than 15 percent of the quick growing redtop and
rye grass. In some of the higher priced mixtures the percentages of
the various type seeds may not change with changes in the component
prices. The sophisticated consumer would probably insist on a scien-

tifically prepared mixture suitable to his needs and would not accept
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substitutions. However, in mixtures for the price-conscious market
there is a tendéncy to use a larger quantity of tﬁe lower priced
seeds. In the primarily fine-leaved mixtures the proportions of the
basic Kentucky bluegrass and red fescue will vary with their relative
priceé and in the cheapest mixes, which are sold in large volume,
Kentucky bluegrass and red fescue may be reduced to very minor per-
centages if their prices are relatively high in'comparison with the
rye grasses or tall fescue.

Other considerations bearing on the minority views

The distress of the domestic industry is strikingly evidenéed by
consideration in the following paragraphs of the significant statutory
criteria of injury.

Domestic production of creeping red fescue seed is declining sig-
nificantly. Production was highest in the crop year 1959/60 when 5.7
million pounds were produced, but fell off to 89 percent of that quan-
tity (5 million pounds) for the crop year 1960/61 and to 73 percent
thereof (L.2 million pounds) for the crop year 1961/62. Along with
the decline in production, the acreage harvested declined from 1l,400
acres in 1960/61 to 13,100 acres in 1961/62, a decline of 9 percent.
According to information obtained by the Commission, a further signifi-
cant decline in the harvested acreage can be expected in 1962/63.

Prices received by the growers have steadily declined since the
crop year 1956/57 when they averaged 42.3 cents per pound. in the
most recent crop year (1961/62), prices averaged only 16.0 cents per

pound, the lowest on record.
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Cost data obtained in this invéstigation show that even the
most effiéient'growersl/ operated at a cash loss during 1961. A
substantial loss is also indicated for 1960 when the net return
shown in table 15 (caléulated on a cash basis of accounting) is éd-
justéd for interest on land and impﬁted wages.g/ The indicated net
loss for 1961 of 3.1 cents per pound, when so adjusted, becomes much
larger. 1In view of the high volume and continuing low price of
imports, it appears virtually certain that growers remaining in pro-
duction in 1962 will continue to operate at a loss unless some pfb—
tection is afforded against imports.

It should also be pointed out that the reported expenses (table
15), when adjusted to make allowance for interest on investment (at
3.1 cents per pound), for cleaning, bagging, and storage (at 5 cents
‘per pound), and for an indeterminate amount of unpaid labor, are at
the approximate level reported by the Department of Agricultural
Economics of the Oregon State University--25.7 cents per pound. This
cost figuré is on a clean-seed basis as are the prices received by

.growsrs reported in official statistics of the U.S. Department of

1/ In agricultural accounting, it is recognized that for most crops
higher yields per acre result in lower unit costs. The cost data shown
in table 15 were obtained from L5 producers whose average yield during
the 1957-61 period was 30 percent higher than the average of all
producers--L75 as compared to 367 pounds per acre.

g/ The summarization of net returns per pound shown in table 15 does
not make any allowance for the unpaid labor of the operator and his
family or for the actual or imputed interest on his investment in land.
The Department of Agricultural Economics of Oregon State University es-
timates the average interest charge for investment in land for fescue
growers at 3.1 cents per pound of seed produced. Though no data have
been developed on the proper allowance for unpaid labor, it would ob-
viously be a significant amount for the typical family farm.
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Agriculture. As previously indicated, the reported average price
received by growers (17 cents per pound in 1960 and 16 cents per
pound in 1961--table 8) has been considerably lower than such cost
figure.

Imports of creeping red fescue seed tripled during the lLi-year
period 1956/57 to 1959/60, reaching a record high of 15.9 million
pounds in 1959/60. In 1960/61, imports declined slightly, to 15.1
million pounds, but were still the second largest of record. Aver-
age annual imports in the 3-year period 1958/59-1960/61 were more
than 20 times higher than in the 3-year period 1948/49-1950/51.

Beginning stocks (inventories) of creeping red fescue seed in-
creased about five fold during the 5-year period 1957/58-1961/62, ‘
from 2.l million pounds to a record 11.l million pounds. In the
" last year alone they increased by .6 million pounds.

The U. S. supply of creeping red fescue seed has increased
significantly in each crop year since 1956/57 and in 1960/61
reached a record high of 26.9 million pounds which is approximately
the equivalent of consumption for a 2-year period. This was about
2% times the supply of 10.9 million pounds available in 1956/57.

The share of the domestic creeping red fescue seed market
supplied by domestic producers has declined. During the 3-year
period 1951/52-1953/5L, domestic production equaled 37 percent of
apparent consumption but in the 3-year period, 1958/59-1960/61, this

share dropped to only 28 percent.
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It is clear from the foregoing that low-priced imports of
.creeping red fescue seed have produced a glut of such seed in
the United States having ruinous impact on the domestic producers
thereof., Any éffort which may be made to explain the plight of
the domestic producers of such seed by attributing it to domestic
competition with other grass seeds, or by regarding such producers
as a relatively unimportant "segment" of a larger grass-seed in-
dustry, does not bring the basic issues into proper focus. As
previously indicated, creeping red fescue seed is a distinctive
type of seed, imports of which primarily and most directly compete
in the domestic market with domestic creeping red fescue seed.
Any attempt to minimize or explain away the competitive impact
of imports of such seed on the domestic producers thereof is
like attributing the primary distress of a pneumonia sufferer
to his ringworm or eczema.

It is also clear that the maximum increase in £he rate of
duty permissible under the escape-clause legislation would not
remedy the serious injury sustained by such producers. On the
other hand, the imposition of an absolute annual quota of 6.5
million pounds would divide the present domestic market almost
equally between domestic and foreign producers, thereby assuring

both a fair proportion of such market. Moreover, this quota
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limitation on imports would permit the systematic feduction of
gwollen inventories, make possible a reasonable return to the
grower based on a realistic supply and demand relationship, anq:

would encourage increased domestic production.

Wikker R foloie b,

Walter R. Schreiber, Commissioner

TE w. AL

' Glenn W. Sutton, Commissioner
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STATISTICAL APPENDIX
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Table 9.--Creeping red fescue seed!

U.S. acres harvested, average

yleld per acre, production, and average price receilved by growers,

by producing States,

crop years 195L/55 to 1961/62

.8 : Average t Average
State and crop year ¢ Aﬁ;if + yleld FProduction 1 price
(July 1-June 30) 't vested ! DST P quoniipo ! oygiye $ Teceived
: t acre t : tby growers
! H t 1,000 ¢ 1,000  Cents per
_ H t Pounds t pounds 1 dollars : pound
Oregon H : H t t
1954/5 e T e t 7,500 t 480 + 3,600 1 936 +  26.0
1955/56mmmmmm e t 6,500 : 230 ¢ 1,495 @ 336 1 22.5
L 1Y4 Y O ——— t 5,500 3 300 ¢ 1,650 @ TI0 +  L3.0
1957/58 < <mmmacmmeem t 5,500 1 k35 3+ 2,392 1. 885 :+  37.0
1958/59—mmmim e e t 6,500 1 330 1t 2,145 ¢ 708 33.0
1959/60=wawccmmmcmeene t 11,000 @ 430+ 4,730+ 1,253 ¢t  26.5
1960/6l==maaae e eeeee 1 12,000 : 350 3 4,200 13 Tik ¢ 17.0
1961/62=mmmmm e r 11,500 1@ 310 ¢ 3,565 t 570 ¢+ 16.0
Washington 4 H H t t
195u7§§ﬁ1?%??? ------- ¢ 1,500 t 535 1 802 : 192 ¢ 2k.0
1955/56 - mm e t 1,h00 : 290 Lo6 1 89 1 22.0
1956/5 T mmtmmmmme e t 1,200 1 255 3 306 1 119 1 39.0
1957/68 wmmm e t 1,100 : 545 3 600 : 210 1 35.0
1958/59 4 mmmmm e t 1,400 @ 315 LLl ¢ 119 27.0
1959/60 mmcmmcmme e e t 1,700 ¢ Lo ¢ 697 1 171 ¢ 2hk.5
1960/61 === —mmm e t 1,700 t 390 i 663 1 113 17.0
1961/62- === t 1,100 3 hes g 468 75 3 16.0
- Idaho H H t H H
1954/55 cc T t 1,000 1t 290 1 290 1 68 ¢t  23.5
1955/56 <= mm e t 900 190 171 @ 381 22.5
1956/57 === mmmm e mmm t Loo ¢ 250 3 100 ¢ ko s Lko.0
1957/58 e cmcmme e t  Loo 420 ¢ 168 t 52 ¢ 31.0
1958/59 - cmmm e t 600 t 200 120 @ 3 : 28.0
1959/60 == cm o : 800 @ 315 ¢ 252 3 60 t  24.0
1960/6Lcme e e $ 700 t 250 t 175 ¢ 32: 180
ST V/ - —— t 500 t 2ho ¢ 120 ¢ 18 ¢ 15.0
U.S. total H ! H H H
1954758 - T e ¢t 10,000 1 469 1t L,602 ¢+ 1,196 25.5
1955/56 = mmmmcme e : 8,800 1 235 ¢ 2,072 : L63 ¢ 224
1956/57 ==m === mm e m e t 7,100 1 250+ 2,056 1 869 ¢+ k2.3
1957/58 memmcmcmcmean t 7,000 : k51 ¢ 3,160 : 1,147+ 36.3
1958/59 memcumcmnnnnn : 8,500 1 318 1 2,706 : 861 ¢+ 318
195960 ~mmmommmem e : 13,500 1 k21 ¢ 5,679+ 1,48L :  26.1
1960/6L -~ =m e mememo ¢ 14,400 ¢ 350 1 5,038 1 859 +  17.0
1961/62 - cccmemmeee ¢ 13,100 1 317 ¢+ L4,153 ¢ 663 1 16.0
: ¢ : ? H
Source: Compiled from official statistics of the U.S. Department of

Agriculture.
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Table 1ll.--Creeping red fescue seed: U.S.

per acreﬂ production, and average price

acres harvested, average yleld
received by growers, crop

years 1949/50 to.1961/62
H b H H
Crop year ¢ Acres 1 A;igige : Production : AZ:ZZ%ﬁegr%;e
(July 1l-June 30) : harvested : per acre : Quantity : Value ° growers
H : : 1,000 : 1,000 Cents
H ¢t Pounds : pounds ¢ dollars : per pound
H 3 H H H
1949/50 === ==mm-- : 4,500 ¢+ 193 '+ 870 1 341 39.2
1950/51 == =- === t 5,150 : 357 '+ 1,837 r 953 1 51.9
1951/52 ====tmmmmm : 6,000 ¢ 197 : 1,180 :+ 818 69.3
1952/53 ===mmmmmmm t 6,750 ¢ 318 1 2,145 1. 1,037 3 48.3
1953/5h --===-=--~ ¢ 8,100 : 335 : 2,712 : 1,120 :  b41.3
t t : t :
1954 /55 =~ —memmma : 10,000 ¢ 469 1 4,692 ¢ 1,196 25.5
1955/56-====-~--- t+ 8,800 ¢ 235 1 2,012 r k63 22,k
1956/57 -========- ¢ 7,100 3 290 : 2,056 t 869 42.3
195T/58 wmmmm e e == : 7,000 @ bsy ¢ 3,160 ¢ 1,147 ¢ 36.3
1958/59 == -~cmnmu- :t 8,500 ¢ 318 1 2,706 ¢ 861 31.8
t : ! H ? '
1959/60--=======~~- ¢ 13,500 ¢t k21 1 5,679 : 1,484 ¢ 26.1
1960/61 ==-=-=~=-- ¢ 1hboo ¢+ 350 ¢ 5,038 1 859 % 17.0
1961/62 === ======- : 13,100 ¢ 317 ¢+ L,153 ¢ 663 i 16.0

:

!

¢

!

Sources Compiled from official statistics of the U.S. Department of

Agriculture.



Table 12.—fCreefing red fescue seedt U.S. imports, i/ by principal
sources, crop years 1949/50 to 1961/62, July-March 1960/61, and
July-March 1961/62

(In thousands of pounds

— - ! — T
Crop year g . Canada ¢ Denmark : Netherlands : other ¢ Total
(July 1-June 30): : s tcountriest
4 H H -
1949 /50--===---- t L62 3 171 ¢ Th ¢ 39 Th6
1950/51-nmmmmmmm : 10k 3 30k 3 312 Ls ¢ 48l
1951 /52-=——cam- t 1,112 Th1 ¢ 260 1 359 ¢ 2,472
1952/53======-=~ : 1,325 ¢+ 1,498 502 1 332 1 3,657
b H t H 4
1953 /5hnmmm e : h,hog 1 2,285 ¢ 351 1 738 ¢ 7,873
1954 /55 = mmmmm r 7,293 B89 bl s -t 7,429
1955 /56-====~=- t 8,043 1 696 1 - 56 ¢ -t 8,795
1956 /5T === n=mm= t 4,026 1t 845 1 520 ¢ bt s 5,438
g ¢ $ H 1 4
1957/58==-—==-- t 5,325 ¢ 1,686 13 858 1t -t 7,869
1958/59- === mmnmm 8 9,210 ¢+ 1,359 1t 1,577 ¢ 1 12,160
1959/60--======- t 9,640 t 3,111 1 3,185 t - 1 15,936
1960/61=wmmmmeam ¢ 13,715 t 540 1 845 1 - 1 15,100
b B b1 3 ?
July-March=~ t ? t H H
1960/61wmmmmuns 11,295 232 579 3 + 12,106
1961 /62w v t 6,527 1t 260 1 Lo3 g -1 7,210
3 S 1 3 3

}/ Seéd bfféred for lmportation under the Federal Seed Act. These
quantities are approximately the same as imports for consumption but
may include some rejected seed and U.S. goods returned.

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



Table 13.~.-Creeping red fescue seedt Production in the United Ststes,
Canada, Demnmark, and the Netherlands, crop years 1950/51 to 1961/62

(In thousands of pounds)

(Jug;ég~§§i: 30) : United States : Canada f Denmark : Netherlands
b H H H
195C/5 L= mm == mm = t 1,837 1 559 ¢ 2,077 : 1/
1951/52-mmcmcccee : 1,180 : 1,500 1 2,765 i 1/
1952/53 - —cccamcamm : 2,145 ¢+ 2,k25 3 4,367 1/
1953/5h~mceemeee - : 2,712 ¢+ 6,100 : L,755 3 I/
H H H H
1954/55 <o cmmmeee : 4,692 ¢+ 9,800 1+ 3,728 3 1/
1955/56 <= =mmmmmmm : 2,072 : 9,245 ¢+ k4,941 il
1956/57-=m=mmcmmmn : - 2,056 : 5,320 ¢ 3,433 : 27 1,254
1957/58===mmmmmmae : 3,160 : 7,500 ¢+ 5,185 : 2/ 1,kok
: : H H '
1958/59 <= mmmmmmm=- : 2,706 1 15,509 : 5,291 : 2/ 3,393
1959/60~===mmmmmmm : 5,679 ¢+ 14,378 ¢ 8,k22 3 2/ 4,250
1960/61==~==mmmmm- : 5,038 ¢+ 16,600 : 4,381 : "1
1961/62--cmmmcamen : L,153 ¢+ 17,580 :+ 5,k01 : 1/

1/ Not available.
g/ Includes the productlon of other red fescue seed.

Sourcet U.S. production, compiled from official statlstics of the
U.S. Department of Agriculture; Canadian production, compiled from
officiasl statlstics of the Canada Department of Agriculture; produc=-
tion statistics for Denmerk and the Netherlands, compiled from
Foreign Agricultural Service Reports submitted by the agricultural
attaches in these countries.
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Figure 1

Prices receivedbby growers for fine-leaved lawn-grass seeds (creeping red
fescue, Chewings fescue, Kentucky bluegrass, ;/ and bentgrass), crop

years 1945/46 to 1961/62

Cents
per pound
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- 20
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1045/86  W/B8  B9/50  51/52  53/5k 55/56  57/58 59/60  61/62

l/'The price plotted for Kentucky bluegrass is a calculated price, clean=
seed basis, derived in the manner indicated in footnote 1 to table 8.

Sources Table 8.



Flgure 2

Creeping red fescue seed: U.S. beginning stocks, production, imports, supply,

apparent consumption, and season average price received by farmers, crop years
1945/46 to 1961/62 | » erop ¥
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Sources Tables 2, 3, 4, 6, 7, and 8.




Figure 3 )
Chewings fescue, Kentucky bluegrass, and bentgrass seed 'combinedﬂf U.S8. begin-
ning stocks, production, imports, supply, and apparent consumption, crop
years 19145/{&6 to 1961/62 ‘ '
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Figure b

Important lawn-grass seeds, l/ excluding creeping red fescue seed:
U.S. beginning stocks, production, imports, supply, and apparent
consumption, crop years 19L45/46 to 1961/62
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l/ Includes Chewings fescﬁe, Kentucky bluegrass, Merion Kentucky bluegrase,
bentgrass, redtop, common ryegrass, perennial ryegrass, and tall fescue
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Sourcet Tébles 2, 3, 4, 6, and 7.
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