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Introduction

Tnis report is submitted in accordance with a Decision of the CONTRLCTING
 PARTIZS of 5 March 1955.- It includes s brief review of the current situation with
" respect’ to Section 22 import rezulations, and descriptions of steps taken in the
United States to solvc the problem of agricultural surpluses. These steps are
along the same general line as is recent years. Finally, the report outlines by
commodities the supply position and related data on farm products for which
Section 22 regulations are cur“untLy in effe0u.

@c_lsg@und

By Decision of 5 March 1953, “the GO&TRuC ING PLRTIZES waived obligations of
the United States under Irticles II and XI of the General lgreement to the extent
necessary to prevent their conflict with actions requirad to be taken by the
Governuent of the United States under Section 22 (see BISD; Third Supplement,
page 32). The waiver decision calls for the United States to make an annual
~report which includes:

1. any meodifications or removal of restrictions effected during the
reporting period;

2. restrictions currently in effect;

3 reasons why such restrictions (regardless of whether covered by this
waiver) contirue to be applied, arnd;

L. steps taker durinz the reporting period with a view to solution of
problem of surpluses of ezricultural commodities. :

L8 in previous years, and in keeping with the languaze of the waiver, all
imported commodities currently subject to regulation under Section 22 are reviewed
in this report, whether or not such regulation would, in the absence of the waiver,
conflict with the provisions of the General ..gresment.

Section 22 of the fgricultural .djustment .Lct, as amended, has Yeen in effect
since 24 lugust 1935. It directs the President of the uﬂ“u"d States on the basis
of an investigation and report by the Unitcd States Teriff Commission to regulate
the importation of commodities whenever he finds that such importation renders or
tends to render ineffective or mgtcrlally intcrferes with any domestic production
nd merketing control programme, price support, or othsr programme or operation

oG T

relating to agricultural comnzodities undertakcn by the Department of fgriculture.

The legislation also provides for the modilication of import regulations
established under its terms in order to meet changing circumstances. The complete
text of Section 22 is published as an Jinnex to the Decision in BISD, Third
Supplement, page 36.
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- Current Situstion

There are now in-effect import reguldtichs under Section 22 on wheat and
wheat products, cotton of certain specified staple lengths, cotton waste and
cotbton picker lap, peamuts, and certain manufactured dairy products. 411 of these
commodities ars subject to continuing regulation.

Since the last report, the President has teken further Section 22 action on
imports of dairy products. On 6 January 19469, the President issued proclamation
number 3884 which placed on a continuing basis the temporary quotas imposed by
proclamations 3856 and 3870 of 10 June and 24 September 1968 respectively. It
also established quotas on processed Itallan~type cow's wilk checse, milk
chocolate crumb and removed the retail packaze quota exclusion on butterfat/sugar
mixtures. :

This action was necessary as it was clear that foreign supplies of dairy
products, particularly in Western Europe, would continue to increase. Surplus
exporting countries had intemsified their export efforis largely through heavy
subsidies, and the United States again became the principzl outlet. Under such
abnormal trade conditions quotas had to be imposed.

Steps taken to Balance Agricultural Production with Demand

During the period under review, the United States. continued to take actions
designed to bring about a better balance betwoen supply and demand of the
commoditiecs under Section 22 regulation.

Lereace allotments and maricting guotas were in effect for cotton and peanuts
as were acreage cllotments and marketing allocetions for wheat. Marketing
allocations, like marketing quotas, are based on marketing requirements and serve
to limit acreage plantec. Compliance with acreage allotments and marketing quotas
is a eondition of price support and other programme benefits.

screage diversion programmes also are uscd to balance production of various
commodities with demand. In addition, crop lancd devoted to most principal crops
continues to be withiield from production under the conscrvation reserve and crop
land adjustment programmes.

rels for commodities rezulatod under Section 22 are shown
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Price Support Levels: Section 22 Commoditics
Support price
Commodity Unit 1968 [ 1969
(Dollars)
Wheat
Loan rate 1 Bu. 1.25 1.25
Domestic marketing certificate 1.38 1.52
Total or blend? 1.80 1.90
Cotton, upland
Loan rate3 Lb. 0.2025 ©0.2025
Paymentsé : 0.1224 | " 0.1473
Cotton, extra long
Staple Lb.
Loan rate C. 4000 0.4000
Payment . 0.0869 0.0888
Peanuts | Lb. ¢.1201 | - 0.1238
! i
Dairy products5
Butterfat | Ib. 0.66 0.686
Manufacturing milk | Cwt. 4.28 4.28

lRepresents the difference botween the loan rate and the parity price as of
the bezinuning of the marketing year. Certificates issued to individual producers
for their proportionate share of requirements for domestic food purposes, which
weres approxzimately A0 per cent of production for the 1968 crop and 43 per cent
for 1969.

2 . ) R
Represents a co-operator's receipts from loan plus certificate.
3Basis middling 1 inch, "average location”.

4Earned on the farm's domestic azllotment, which is 65 per cent of the
form allotment.

5 L

Implemented through a standing offer to purchase Cheddar cheese, butter and
non-fat dry milk, in carlots, from processors at prices designed to return the
support price for manufacturing milk and butterfat on an annual national average
basis.
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The preceding summarizes briefly steps tak wen to influence the ‘supply.
Previous reports have noted the influence natursl forces have.upon the harvest in
any season, as well as the highly significant effects of technological improve-

ments .in productlon.

With a composite index of yield per acre of 129 (1957-59 = 100), the all
crops production index-for 1968 is: estlmated at 120 or one point above the 1968

level.

Positive Efforts to Increase Consumption

P

During the past several years, great efforts have becn made to improve
nutrition among children and low~income familics through greatly expanded food
aos1stance programmes. The emphasis and commitment now are to assure everyone

access to a nutritionally adequwte diet.

1. Child Food Ssrvice:. The basic programme is the National School Lunch
Program designed to provide children with o meal that rieets at' least one third

of their daily nutritional requirements. During fiscal year 1969, the Federal
Government purchased, under Section 6 of the Fational School Lunch fct, as amended,
285 million pounds of food valmed at $64 million for distributic- *c schools
participating in the programme. In fiscal year 1968, such purchaees amounted to
229 million pounds valued at $56 million.

In addition to the purchased foods, the Federal Government made cash grants-
in-a2id to the States totalling slightly over $166 million in fiscal year 1969 In
fiscal year 1908 these case grants amounted to wléo million.

There were some 20 million children participating in the lunch programme in
fiscal year 1969 and abhout lS.per_cent of the meals were sorved free of charge.

Federal support in the amount of $3.5 million plus donatod foods were provided
to the school breakfast programmc. [Lbout 300,000 children participated and over
70 per cent of the meals were served frec or for a nominal charge.

In addition, $45 million was apportioned cmong the States for their use in
expanding the number of free and reduccd price lunches and breskfasts served and
to assist them in the purchasb of equipment to initiate or expand food scrvice in
schools.

Under new suthority, assistance is available to day-care centres, settlement
houses and summer recreational projects to bezin or expand food service. Federal
funds available totalled $5,750,000 in fiscal year 1968 plus donated foods. Some
350,000 children participated, primerily during the summer months when schools are
closed.
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2. Special Milk Program. The United States Government continued to operate the
Special Milk Progranm designed to increase the consumption of fluid milk among
children by sharing the cost of each half pint of milk servec. In fiscal year 1969,
some 2.9 billion half pints of milk were served under this programne in
participating schools, sumer camps and child-~care institutions.

3. Donatiocns to schools, needy persons and institutions. Foods donated for
denestic use to improve the dists of gchool children and needy persons during
fiscal year 1968 were up more than 17 per cent in volume and nearly 25 per cent
in value from the previous year. Such donations totalled nearly 2 billion pounds
in fiscal year 1969, compared with 1.7 billion in 1968.. Cost of the food =mounted
to some $458 million in 1969 as ozainst $367 million in 1968, due largely to
greater availability of highly-nutritious items such as meats, dairy products,
poultry products and 2 variety of canned vezetables and canned fruit and

vegeteble juices.

Beneficiaries of these foods included 24 million school chlldren, 1.3 million
needy persons ih charitable institutions and 3.5 million persons in low-income
families. The foods donated includced: apricot nsctar, canned green beans, dry
beans, Och products, butter, hucse, canned corn, cornmeal, cgg mix, flour,
canned and frogen fowl, grape juice, grapefruit juice, l.rd/shortenl g, canned
chopped mcat, non-fat dry milk, evaporated milk, beveraze mix milk, rolled oats,
orange juice, peanut butter, dried peas, canned peas, dehydrated potatoes, canned
prures and prune juice, raisins, rice, corn syrup, canned tomatoes, canned tomateo
Jjuice, canned tomctc paste, rolled wheat.

4.  The Food Stamp Program. Under this programme, low~income families certified
as in necd of food assistance by State and local welfare cgencies, purchase food
coupons in amounts that reflect their normal level of food expenditure, based on
family size and income. They reccive food coupons of greater monetary value to
improve their food purchasing power = d the quality of “heir diets. The coupons
are spent, like cash, for the purchase of any food except for a few imported
items. Porticipants shop in any ~uthorized retail store. Coupons camnct be used
to purchasc non-food items, a2lcoholic beverazes or tobacco products. Retailers
in turn redeem the coupons at face value at bunks or throuzh participating whole-

salers.,

buring the fiscal year 1969, the prozramme was further expanded until it was
operating in 1,489 counties and cities, compared with 1,027 the previous fiscal
year. JLbout 3.2 million participants paid #374 million for coupons and received
frec un additional $229 million.
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Wiaeat

1. Section Zé guotas in effect

No changes werc made in 1968 nor are any contemplated in 1969 in the import
quotas established under Section 22 for wheat classified as fit for human
consumption and certain wheat procucts (flour, semolina, crushed and cracked
wheat, and similar products).. The quotas-of 800,000 bushels of wheat and
4 million pounds of products. during any twelve months, beginning 29 May, are on a
continuing basis. That is, sepwrate quotas for whewt and wheat products continue
in effect from year to year for individual countries unless modified. Therc are
no quantitative import restrictions on wheat classified as unfit for humen .
consumption (feed wheat). Registered or certified seed wheat for planting purposes
and wheat for experimental purposes, may be imported ex~—quota under stipulated

COHstlonS.

2. BReasons.why such restrictions continue to be applied

Import controls on wheat and wheat products arc being continued to prevent
imports. from materially interforing with United States Government programmes and
operutions relating to wheat. There are in offect varicus programmes designed to
stabilize production and bring supplies intec betier balance with requirements, as
well as to stabilize prices and thus the income of domestic wheat producers.
These programmes include acrecge allotment, acreags diversion to conserving uses,
marketing allocation, and price support. T“ﬂ latter involves a Government
commitacnt to moke loans on or purchase all wheat grown by co-operators. Storage
and disposal operations also are = part of the price supp0“t programme. Thoese

rogramnes. are simllar in most respects to, and serve the scme purposes as the
wheat programmes in effcet since 1953. These cre explained in more detail below.

(2) Programmcs

Price support for wheat is mandatory under Title I of the Jgricultural .ct
of 1949, as amended, and acreage allotments cre mandatory under the Agricultural
Ldjustment Lict of 1938, os amended. Market allocations are provided under the
Ll of 1938, as amended. Participation in the acreage aliotment programme is a
condition of eligibility for participation in the price support programme.

!.'1:

n 1970

A/

s e

-150

Je

The price support progromnc for wheat harvested in 1969 an

involvcs the use of loans and marketing certificates. Loans,' at 2 national
average of $1.25 per bushel, are available on all wheat produced bj formers who
comply with their acresge allotments and cther programme requirements. The same
national average loan ratc - $1.25 per bushel - has been announced for the 1970

programme.

®



L/3302

Pﬂgc. 3

These producers also receive marketing cortificates valued at the difference
between the national average loan rate and the parity nrice at the beoginning of
the marketing ycar™ on thelr marketiag allocotion. The latter rpprQScnts the
anounnt of wheat cstimatcd to bo used during the merketing yecr for food products
for consumption in the United States. For 196¢ and 1970 the national marketing
allocation is equivalent tc 43 and 48 per coent, respectively, of the projected

7ield of form allotments.

Proccssors of whezat for food purposes must buy cortificates on wheat they
process for domestic food use. These certificates are purchased from CCC at a
cost which cquals the difference votween the naticnal average lean level
($1.25 per wushel) and 52 per bushel. The Government cost involved in the
marketing certificate arrangement is thus rdeCCQ propertionately.

The nationnl wheat acreage allotment estoblished for 1969 was 51 6 million
acras, ant an nilotment of 45.5 million acras nas been announced for the 1970
crcp. This is the mumber of allotment acrus determined in accordance with the
Lgricultural et of 1938, as amended, to be neuauu to produce estimated require-
ments. With respcct to whezt acreaze and loané use, participation in the price
support programme requires the meintenance of the farm's consorving basc, i.e.
the acroaze in grass and other soll-conserviay uses in 1959-60; planting within
the farm acreage allotment; and compliance with all other allotments as required
by low, includiag cotton, peanuts, riecs, and tcbacec on thot farm and with wheat
zllotments on a2ll other farms i which z produccr has an iaterest in the vheat

cron.

(») Supply situstion

The United States continues tc be confrontcd with supnly adjustment problems
for wheat. For 1968-6S wheat supplies totalicd 2,111 Hlll¢b“ bushels and for
1969-70 tho total supply will be ncar 2,27C million bushels cr sbout 160 million
more thzn 1963-69. Totel utilizatio.. for 1965-69 was 1,300 million bushels of
which 521 million bushels were used Tor dOﬂuSt*e food purposcs. Utilization for
1969-70 is wstimated to be nbout 1,25C to 1,400 million bushcls of which
525 million bushels will be for Tfood. 3tocks 2t the end of the marketing year are
expucted to be largsr than the 811 millicn bushcls carrycver as of 1 July 1969.
screage alletment for the 1970 cron 1os becu reduced 23 por cent from the
allotment level for the 1969 crop.

(¢) Pricec support activi

The price support pregremmc carricd out by CCC in 1963~69 and in effect for
1969-70 provides that farmars co-oporating in the wheat programme may receive
price support through loans on farm or warchouse-stored whuat and dircet sales of
vwheat to CCC. Loans on 1968 wheat through 20 Juns 1969, covercd 444 million
ushels. In addition, 115 million bushals fron prior crops worce under reseal,

i.c. extended lozn.

o

1, . o . -
Parity for wheat during July 1999 was {2.77 pcr dbushol.
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2 rillion bushels of whoat on 1 July 1969, mostly ccquired
by dpi¢vv rics in gsttlemont of lozns te farmers under price support operations.
Dispositicng’ w1t by CCC durlng 1968-69 totalled less than 12 million bushels,

comperadl s“th about 226 million bushels disposcd in 1966-57.
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Iy «ddition to loons and purchasss, price support activity invelves tic
issuance of marieting certificatos under the wheot allocatici programme.
Certificatos issued under the 1968-6Q prograzic represent the forneris

S
properticiets shore of the national Nurnutldé ailocation for dcmestic food
purposcs I'or the programme yeazr. Tho use of certvificatses, i combinstich with
Iower Joan rates than prior to 1964, scrve te mcintain incon. tu producers whe
~rthlDLtp in the voluntar roduction ng; a"tmvnt o Ur e and offectivel]
J P P J
ulscourage farmers frem incressing their Uhvct hile morketing quotas are

suspended.

OIS

Steps taken to mannze the supply

The goal of the current wheat progrommce is teo mnintein o wheat supply thnt
is adequate to meet domestic, oxporit and carryover (Rescrve) requircments. Thc
lovel of supply in relation to requircments ane o lirgct offoct on United States
wheat priceg and wheat produccors! income. .. nuwoor of important unpredictable
nnd largzely uncontrolisble factors influonvg woth the supply wind the regquirenent

any year. Domestic supplices aru the result of controllabic acreaze but
unconbrollablb weather. quaerhuht are affected not only by the vegaries of
the ‘domestic ceonomy and totﬁl zrain prOuhCu_Cn but: importantly by world-wide
grain production and rscuiromasuts.

In adcition to the regulatio:n of imports twe other upgro ches have been used
te bring the supply ond roguircmonts of whent in bricace ) '

A Y Meazurcs to ~diust acros_ce
Q7 SaBurcsS G0 TLAUST ACTrLLie

The prosert voluntary certificate type prograime is bosed on acreage
linmitaticus. A whuat producer to be cligivle for price sudport locas and
mrketing certificnics (price support paryments) must limit his wheat acreage te
his ncroa, o alTOtw\ﬁt The totzl of the farm nllotments, the antional avaernze
allotment, is detormined annually ot the level required o provide, with normal

sather, projected requirements toldng into nccount such Iac*’ru as stocks. For
imstance the notionnl ~llotment has boon roduced annunlly Fron 68.2 m*171¥h acres
for the 1967 crop to 45.5 willion acres for 1970 harvest.

weathor frequently results in supply Vﬂrlhb;*;ua.
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(b) Disposal operations

For = number of years disposal operations aimed at increasing outlets for
wheat have been continuously in effect. These include donations of wheat and
flour for domestic relief under Section 416 of the Lgricultural ict of 1949, as
amended; donations of wheat and flour for overseas relief under Public Law 480;
sales for foreign currency and/or credit under Title I of Public Law 480, which
continue to be obtained generally from free market supplies instead of from sales
of CCC-owned stocks; barter; and the use of export payments as necessary to
compete in world markets. Conversely, where United States wheat prices are below
world price levels exporters are required tc pay an inverse subsidy calculated to
reflect the difference between the domestic price and the world price for the class

of wheat involwved.

Cotton and Cotton Waste

1. Section 22 quotas in effect

Import quotas are in effect under Section 22 for upland-type cotton, long
staple cotton, and designated cotton wasie vring the 1969-70 cotton merketing
year. There have been no changes jn import yictas for these products during the

past year. The import quotas for cotton, which continue in effect each year
unless changed, are as follows:

(2) Upland cotton (other than linters) - Cotton under 1-1/8 inches (other
than rough or harsh under 3/4 inch) - 14,516,822 pounds annually during the quota
year beginning 20 September.

(b) Long staple cotton - Cotton 1-1/8 inches and longer:

(1) 39,590,778 pounds annunlly during the quota year beginning 1 Lugust,
for cotton having a stople length of 1-3/8 inches or more.

(2) 6,065,642 pounds annually for cotton having a staple length of
1-1/8 inches or morc but less then 1-3/8 inches: provided that of
such 6,065,642 pounds not more tnan 1,500,000 pounds shall consist of
rough or harsh cotton, white in colour, and having a staple length of
1-5/22 inches or more but less than 1-3/8 inches, and not more than
4,565,642 pounds shall consist of other cottor within the 1-1/8 inch
or more and under 1-3/8 inch caiegory. Quota year begins 1 fugust.

The import quotas in effect on cotton 1-1/8 inches or more in staple length
sre on a global basis. Guotas in effect on cotton under 1-1/8 inches and on
designated cotton waste are on 2 country basis but are zlobal for picker laps.
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(c) Cotton waste - Cotton card strips madc from cotton having a staple length
of less than 1~3/16 inches, comber waste, lap waste, sliver waste, and roving
waste - 5,482,509 pounds annually during the quota year beyinning 20 September.

(d) Cotton picker lap - Cotton products produced in any stage preceding the
spinning into yarn (cotton picker lap) - 1,000 pounds annuzally during the quote
year beginning 11 September.

2. Need for continuinz import quotas on cotton and cotton waste

During the 1969 crop seasoi, the United States hcod in operation price support,
prodiction adjustment, and related surplus disposal prograzmes. It is necessary
to continue import quotas on cotton znd cotton waste in order to meet the
requirements of Section 22 provisions. Thase programmes and the conditions which
make it necessary to continue import regulations are exploined below.

Uplzud cotton prosramme. The 1969 crop season is the fourth year of
operation of the five-year upland cotton programme provided by the Food  and
Lgriculture fLct of 1965, zs amended 11 October 1968. This legislation continues
cotton acreage allotments and marketing quotas, and provides direct payments on
production within a farnz's domestic allotment.

The 1969 programie 1s similar to that in the previous year. The 1969-crop
price support loan rate for middling l-inch cotton, at averaze location, gross
weight, is 20.25 czuts per pound. To be eligible for the loan, farmers must
comply with the form's effective acreage sllotment. In addition to the price
support loan, participating farmers are eligible to receive a price support
payment of 14.73 ceats per pound on the projected production for the acreaze
planted within the fezrm's domesbic allotment (45 per cent of the farm total
allotment).

Specigl small farm provision. Formers with ten ~cres
those whose projected production is 3,600 pounds or less,
allotment and receive, in addition te the regular price support payment on the
domestic allotment, ~ Ysmall-farm! payment of 11.26 cents per pound on the pro-
Jected production of the remaizing per coent of the form sllotment. The specizl
small-farm" payment zoy be carned without planting any cotton, and the farm
allotment will be considered "as devoted to cotton production! for determination
of history acreage and future farm allotments.

or less-of cotion or
may plant their full
o)

RIS
i

The small farmer ic also eligible for the regular price support loan on his.

Al S

entire production.

fxport acrenge. o notional export market acreange reserve of 187,500 acres is
provided vnder the 1969 programme, o reduction from the 250,000 acrss available in
J

1968. . producer deosiring to plant more than his farm allotment can reguest and
receive o shore of the export reserve acreaze. However, all of the farm's
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production must be experted, and no price support is available to such producer.
Few producers utilize this programme provision; only 32 thouscnd acres were
allocated on request in 1968. :

Supply situation for upland cotton: Total supply for the 1969-70 marketing
year is estimated 2t 16.3 million bales, as of 1 November, compared with
17.2 million bales for 1968-69. The 1969 acreage for harvest is estimated at
ll 2 lellon acres. This compared with 7.9 million in 1967 and 10.1 million acres

Carryover. Carryover 1 jugust 1969, was estimated at 6.4 million bales,
compared with 6.3 million bales in 1968.

Production. The 1969 crop is estimated (November .Crop Report) at
9.9 million bales compared with 10.8 million in 1968.

ITuports. Imports of upland cotton in 1969-70 are expucted to be abOLt
20,000 bales, about the seme as in 1968-69. _

Disappearance. Disappearance in 1969-70 is expected to be around the
10.8 million bale total in 1968-69.

) Price support activity. CC stocks under loan or in inventory. on
30 June 1969 (the end of the fiscal year) were 3.1 million bales, compared with
about 1.1 million on 30 June 1968. During the marketing year ending 31 July 1969,
cotton placed under loan amounted to 4.4 million bales, of which about
2.8 million bales were not redecmec.

Long stqgle cotton;

Prozrammes. Total price support for extra long staple cotton is required by
law at not more than 90 per cent nor less thon 65 per. cent of the effective parity
price. The loan rate for eligzible qualities of 1969-crop extra long staple.cotton
is based on the average rate of 40 cents per pound, net weight. Producers also
receive a price support payment of $.88 cents per pound on their production to
provide a total support of 65 per cent of parity. Lcrecge allotments and .
marketins quotas were continued for the 1969 crop. When marketing quotas are ia
‘effect, ony producer who does not cemply with his farm acreage allotment is denied
price support on such cotton 2nd must pay a penalty (the higher of 50 per cent of

1Extr long staple cotton mezns cotton of the Barbadense gpecies having a
taple length of 1-3/8 inches or longer. For purposes of stotistical comparison,
refsrences herein to cxtra lonz staple cotton are related to the import quota of
39,590,778 pounds in Section 1 b(l) The quots of 6 065,04& pounds described in
Ssction 1 b(2) as cotton having staple 1en7tn of l—l/8 inches or more but less
than 1-3/8 inches is upland cotton, even thou: :h 3t is included in the "long staple'
category of the import quota.



L/3302
Page 13

the 15 June parity prlcu or 50 per cent of the support price) on his excess extra
long staple cotton. The 1969 acreage allotment wag 79, 650 deres, of ‘which
76, 600 acres-.are expeuted to be harvested, compurca with 70,500 acres allotted

and 67, 000 acres. harv»sted in 1968.

Supply situstion for extra long staple cotton. The 1969-70 supply is
estimated at about 273,000 bales compared with 299,000 bales in 1968-69. The
SUuppiy 1s ppmposed of': . . :

Carryover. The carryover on 1 “ucu . 1969, was estimated at "about
155,000 bales, including a small amount of unsold cotton released from the stock-

pile. This compared with 191,000 bales on hand a year: ‘garlier.

Product¢on.; The 1069 crop is eqtlmated (November ' Crop neport) at
77,800 leGS, compored with 78,000 bales in 1968.

Eorts Imports of extrn long stap]e cotton in 1969~7C are expected to
total about 40,000 bales, the same as in 1968-65. ,

Dlsuppearance‘ Dlsappearance in 1969-70 is expecteﬂ to be around
155,000 bales.

Price support activity. During the 1968-69 season, 29,440 ba ales of extra
long staple cotton were placed under loan and 19,275 bales were redeemed..

3. Stéps‘takeﬁ'ﬁé.reduce‘surplus

\

In addition to the present price support programme, other Government
programmes designed to attain a better balance in the supply and demand position
include United Stoates cefforts to bring ubout balanced position are twofold:
continued CCC sales of its stocks in o manner that should avoid disrupting
domestic and foreign markets; and continued emphasis on rescarch and market
promotion programmes designed to increase cotton utilizaticn throughout the world.

C5C soles. Under its scles policy CGC ankes United States cotton available
for unrestricted use at o price competitive in both domestic and foreizn markets.
Under the 1969 upland cotton prograime, the CCC sale price permits new-crop
cotton to rove through normal trade channels. During the 1968-69 marketing year
the GCG sold about 547 thousand bales under its programmes. 4

Research and morket promotion. The United States participates with seven
other producing countries in the development of markets for cotiton 'in ‘Japan and
consuming countries in Western Buropc. Each member country. contributes 41 per bale
that it exports to Western HSurope and Japan. These contributions are used by the
Intornational Institute for Cotton in carrying out promotion and research projects
in these areas to zain markets for cotton. The IIC member countries and industry
co-operators within the consuming countries spend over 7 million per year in
this effort.
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Peanuts

1. Section 22 guotas in effect

No changes were made in 1968-69 in the import quota established for peanuts
under Section 22. The peanut quota of 1,709,000 pounds, shelled bagis, during
any twelve months beginning 1 Jugust (a) is on o continuing basis; that is, it
continues in effect from year to year unless modified; (b)-includes peanuts
whether shelled, unchelled, blanched, salted, prepared, or preserved (including
roasted peanuts but not includinz peanut butter); 2nd, (c) is global, that is,
no specific country quotas arc established. '

2. Reasons why such restrictions continue to be applied

Import controls on peanuts are being continued in 1969-70 to prevent material
interference with United States programmes and operations relating to-peanuts.
During the 1969 crop season there is an acrcage allotment and marketing quota
programme and a price support programme for peznuts. The latter includes the
Government's comnitment to purchase shelled peanuts from shellers co=operating in
a quality improvement prozramme under a marketing agreement. Storage and disposal
operations alsc are o part of the price support prograumme. These are described in
more- detail below.

(2) Progromaes

Price support for peanuts is mendatory each year at not less than 75 per cent
of parity under the .igricultural ‘djustment l.ct of 1949, as amended, when
producers have gpproved marketing quotas. For 1969 the national -level of support
is $247.50 short ton. This represents 76 per cent of the .ugust 1969 parity. The
support level in relation to parity is determined on the basis of the expected
total supply to the normal supply. Peznut farmers voted in 2 referendum to
determine whether they desired marketing quotas for 1969, 1970 and 1971 marketing
years. The quotas were approved by 97 per cent of the farmers voting in the
referendum. . favourzble vote of two thirds or more is reguired to place such
quotas in ecffect.

The national acreage allotment of 1,612,310 acres established-for 1969 is
the 1,610,000 cercs minimum authorized by law adjusted upword by 2,310 acres for
Valencis peanuts in accordance with provisions of the Lgricultural Adjustment lLct
of 1932, os amended. This national allotment is almost the same as it has been

ke P 4
gach yeor for the Inat twelve years.

(b) Supply situstion

The United Stotes is confronted with o surplus situntion on peanuts. Despite
the progromme to limit production and dispcse of surplus peanut supplies in
1969-70 are expected to excced domestic food and farm use. Lnnual data on peanut
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production, consumption, cxports, stocks, and acquisitions under the price support
‘programme are shown below,’ b@alnn1n~ with the ;059 ma¢kbt14' vear.

1 . Year AL DR . : Domestic } 3tocks | Diversion.
beginning : . | - Production .| Imports conswiption i end of | under price
1 gugust - . s 1 and exportsu/  year support

Million pounds, farmurﬂ' stock basis
1959 1,523 1 1,614 | 4R4 o246
1960 1,718 2/ 1,77 368 299
1961 1,657 - 3 1, 6;9 ‘ . .389. 231
11962 1,719 2 1,713 ol 397 10 0 329 .
1963 1,942 2 1,931 410 378
1964 . . .. 2,099 2 2,138 C373 . 523
1965 - | 2,384 it 2,346 .- 412 - 679
1966 .- | - 2,410 2 . 2,452 . ‘372 697
1967 : 2,473 2 2,95 . 353 . 659
196&3/ | 2,543 2 2,541 357 575

l/anlud@s civilian and militery food use, crushed for 0il, exports and
shipments as peanuts, seed; feed, farm loss and shrinkage.

g/Less than 500,000 pounds.
2/Preliminary.

Source: Th¢ Fats and 0ils Situation, Economics Rescarcn Serv1ce, USDL: and .LSGS -
operating data.

The total supply of pecznuts in the United States for 1969-70 is expected to
be about 2,987 million pounds compared with an average supply of 2,740 million
pounds for the five yeors 1964-68.

(¢c) Price support activity

The price support programme carried cut by CCC in the 1968~69 marketing
season and anrounced for the 1969 crop prov1 e¢s that farmers may receive price
support through peanut grower a58001“t10ns ‘During the’ 1960—69 merketing year,
452 million pounds of farmers' stock peanuts wore placed under loan, of which
approximately 118 million pounds were rodeehied. For the 1S69-70 year it is
anticipated that the quontity placcd under lowa will appro: lmﬂte 455 million poundq

1 s
Datn are nct weight basis.
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Through the 1969 crop price support and marketing agreement progremmes, the
peanut 1ndustrv, CCC, and the Consumer and Marketing Service of the Department of
agriculture ocre co-operating to improve the quolity of peanuts used for food
products. Shellers and the Secceretary of Agriculture have entered into marketing
agreements which require that shellers buy from producers only high-quality 1969~
crop formers' stock peanuts eligible for price support and sell only high-quality
peanuts into the edible market. Under the price support programme, CCC purchases
farmers' stock and shelled peanruts, including lower-quality peanuts ineligible
for sale for edible purposes, from shellers -who comply with the marketing

agrecment.

3. Steps to solve the problem of surplus

The United States has followed two principal epproaches with a view to the
solution of the problem of surplus peanuts.

(a) fcreage in production has for a decade been held to the minimum
permitted by law. The national nllotment of 1,612 thousand acres for 1969 is
less than one half of the 3,295 thousand acres from which peanuts were picked
and threshed in 1948, the last year in which acreage allotments and marketing
quotas were not in effect. Despite this reduction in escreage, peanut farmers
voted overwhelminzly in December 1968 for conmtinuation of acreage allotments for
the threé years 1969, 1970 and 1971. When acreazs allotments are in effect any
producer whe knowinzly exceeds his form allotment is denied price support on any
peanuts produced on that farm. In addition, the marketing quota regulations
require thot the former pay a penalty of 75 per cent of the loan rate on the
excsss quantity produced.

(b) For many years peanuts acquired by CCC under the price support
programmes have been disposed of outside normal commercial market channels at a-
financial loss, primaril y for crushing into oil. During the 1968-69 marketing
year, GCC sold about 579 miilion pounds, farmers' stoeclk basis.

Dairy products

1. Section 22 quotas currently in effect

Duringz 1969 import controls under Section 22-of the l:iricultural Ldjustment
Let, as nmended, were in effect on the dairy products listed below.

Dried cream - 500 pounds; butter - 707,000 pounds; dried whole milk -
7,000 pounds; dried buttermilk ~ 496,000 pounds; malted milk end compounds -
6,000 pounds; dried skim milk - 1,807,000 pounds; blue-mould cheese -
5,016,099 pounds; Cheddar chcese - 8,312,500 pounds; .merican-type cheese other
than Chedder - 6,096,600 pounds; natural Canadian Cheddar ~gcd more than '
nine mounths - 1 225 000 pounds; EHdom and Gouda cheese - 9,200,400 pounds; cheese
and substitutes for cheese contqining, or proccssed from Bdam and Gouda cheese =
3,151,000 pounds; Itelian-type cow's milk cheeses in oriyinal loaves =~
11,500,100 pounds; Italion-type cow's mill cheeses not in original lozves -~
1,494,000 pounds; the followiing cheeses if having o purchase price under

(5
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47 cents per pound f.o.bs -country of origin, Swiss or Ementhaler checse with
eye formation - 4,271,000 pounds, other than Swiss or Emmenthaler with eye
formation, - 3,289,000 pounds, and other chesses, nspf - 25,001,000 pounds;:
butter oil-and butter substitutes -~ 1,200,000 pounds; articles containing
45 por cent or more butterfat - G- urtxcles conbaining “5.5 per ‘cent but les
than 45 per cent butterfat clossificd os "Edible preparations not sp501ully
prov1dea for" - 2,580,000 pounds; f£luid or frozen milk and crecam -

1,500,000 gellons; and milk chocolate crumb - 17,000,000 pounds.

2. Reosons why such restrictions are applied:

Import controls on dairy products are being continued to prevent imports
from moterially interfering with United States Government programmes and.
operations relating to dairy. Therc are in effect various programmes designed to
stabilize production and bring supplies into better balance with requirements, as
well as to stabilize prices and thus the income of demestic dairy producers.

The Agricultural Act of 1949, as smended, requires price support for milk
and butterfat to producers =t betwcen 75 and 90 per cent of parity. The ict
provides for such support to be carried out by loans on or purchases of milk and
its products. For the 1969-70 marketing year, the support level is 83 per cent
of parity for manufacturing mllk and 75 per cent for butterfat in. farm-separated
cream. The support prices are $4.28 per hundred pounds for m¢nufuctur1ng milk

and 68.6 cents per pound of butterfat.

In carrying out thc price support and rclated programmes. in the marketing
year which ended on 31 March 196S, the Departument of Agriculture removed
4.4 per cont of the milkfat and 6 per cont of the solids non-fat in the milk and
cream moerkceted by farmers. The net expenditure by the CCC for thesc programmes
for the marketinz year which onded 31 March 1969, approximatced $30€ million.
This does not include cxpenditures under the Specinl Milk Programme of approxi-
‘mately 5102 million. -From 1 Lpril 1969, through 30 Septembor 1969, USDL removals
were 117 million pounds of butter, 18 million pounds of cheesc, 225 million pounds
of non-fat dry milk, and 70 million pounds of cvaporated milk, repruscntlng the
equivalent of 2.8 billion pounds of milk. HExpenditures wers about. $155 million.

- In the absence of  import controis, foreisn surplus dairy production would
flood the United States market, in large meosure by reason of heavy export
subgidies, and would replace doncstlc production to thc scrious impairment of the
dairy price support programme. Such impairment would involve additional CGC
purchascs, stocks and costs.

The utilization of Govermment-owned dairy preducts during the 1968~69
morketing year (1 April-31 March) comperad with 1967-63 was as follows:
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(million pounds)

Them Butter Cheese. Non-fat dry @1lk
1967-68 | 1968-69 | 196768 | 1968-69| 1967-68 | 1968-69 |
Uncormitted supplies as :
of beginning year 66.1 | 128.2 20.8 5.8 71.6 | 306.3
Purchases (contract '
basis) 247.1 | 181.0 | 149.6 86.4 | 633.7 | 445.4
Utilizations:
Sales - unrestricted .
use 0.1 - 0.3 2.1 0.2 -
Animal feed sales - - - - 0.6 4.1
Commercial export
Non—commercizal export )
sales - - - - 4.0 72.7
Sales to Defensc
Departaent - 0.8 - - - -
Donations to Defense
Departnent 20.0 30.0 1.0 3.2 - -
Donations to Veterans
4Hdmin. 2.3 3.3 - - - -
Donations to Bur. of
Prisons 1.2 1.4 0.7 0.6 1.1 0.4
Domestic denations -~
school lunch and
needy 139.6 158.0 114.6 107.3 128.4 130.3
Foreign donations 21.6 36.2 - 0.1 | 263.3 299.8 J
Total utilizations 184.8 229.7 116.6 113.3 398.9 546.6
Uncommitted supplies as '
of 31 March - 128.2 79.9 53.8 7.7 306.3 201.9
)
Note: Totals may not result from additions and subtractions because of rounding
ond inventorvy aasustments
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. Milk production and USDA market removals for the marketing years 1956-69
were as follows: »
(million pounds)

PMrketing USDL m;rket removals | Milk equivelent of removals
begje.gfxing p'roi:iii-jgion .Bu % ter} ChaeSe?Nog;gat EVap?rated Juantity Permzi;'{lt of
1 spril ' | milkc milk production
1956-57 124,734 | 154.4( 197.2 736.1 | - 5,106 4.1
1957-58 124,309 |..215.1| 248.3| 907.4 - 6,818 5.5
1958-59 123,245 | 150.2| 34.7! 825.8 - 3,551 2.9
195960 122,675 |..135.2| 50.3. 856.8 - 3,395 2.8
1960-61 123,211 154.41 0.2! 837.3 - 3,306 2.7
1961-62 126,345 434,91 191.211,275.4 - 11,162 8.8
1962-63 | 125,821 347.1{ 126.9{1,303.0 - 8,791 7.0
196364 126,188 | 292.7! 121.8|1,174.7 - 7,523 6.0
1964~65 126,890 | 352.4| 134.6]1,223.0 - 8,968 7.1
1965-66 122,154 161.6| 21.2] 885.3 - 2,691 3.0
1966-67 139,804 109.2| 39.9| 421.0 - 2,720 2.3
1967-68 118,332 246.61 175.4| 633.6 - 6,980 5.9.
1968-69 | 116,544 186.41 69.0f 555.9 54,..9 4oy T4, 4.1

Apr.-Sept.
1969 60,976 | 117.0] 17.5| 225.0 69.9 2,829 4.6

Uncormitted Government stocks on 30 Septcuber 1969 (in millions of pounds)
were: butter - 61.9; cheese - 3.9; - and-non-fot dry milk - 204.6.million pounds.
Stocks of butter and checse are sharply below, and stocks of non-fat dry milk are
slizhtly below year-earlier levels.

During calendar year 1968, United States milk production was
117.3 billion pounds, 1.5 billion pounds below 1967. Milk production per cow was
9,006 pounds compared with 8,797 pounds in 1967. Donmestic use of milk in all
products (civilian and nilitary) increased slizhtly during colendar year 1968 to
117 billion pounds (milk cquivalent), from 115.6 billion in 1967 due to increased
donations from USD. stocks.
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Despite falling milk producticn in both 1968 dnd 1969, declining domestic
per capita consumption from 580 pounds in 1967 to 576 pounds in 1968 ‘has brought
about 2 continuing xcess supply of milk in the United States. In celender
year. 1968 430 removed frow.the:market .dairy..products.equivalent-te. . v - .

5.2 billion pounds of milk; din 1969, removals will be equivalent to about

4.5 bilkion pounds.  The expected difference from the. l96¢ level is upprox.,.matelj
equLI to the roduction in farm morketings of milk and erera plus reduced import
levels brought about by the recent guota action. B

Hnited Statese. 211 Deiry Products, Total: and
Per Capita Civilian Conswmapbiocn 1950-6S

‘Totzl food usel/ © Total Per caopita

Year ‘million 1b. Ib. :

1950 111,103 740

- 1951 o 107,539 712
1952 106,970 695
1953 . 107,434 | 697
1954 - - 110,946 , 597
1955 114,552 706
1956 ’ 116,145 ' 702
31957 C. 115,649 o87
1958 116,835 652
1956 116,451 : 667
1960 116,36, 65%
1561 116,125 Y/l
1962 117,776 641

I T 147,883 R X

1964, 119, 53? , 631
1965 118,692 6L

1966 - 116,723 - |- - 602 .
1967 | 113,250 580
19682/ © 113,806 576

L rin . . s .
ik equivalent, fat solids baosis.

g/Preliminc.ry.



United States: Individual Dairy Products Per Japita Civilian Consumption, 1950-68
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Evaporated and condensed

Frozen products

Dry milk products

Fluid milk and crea.ml/ Cheese
; . ; -
' . Gonsumed WhO%e si'l:l d ' ' Bvaporated ! Other Non~
e Sﬁ:‘;;f Ofrhgigm ° Total | Butter: parmilk% «2’3222? Evigg?ited Coilrgig:ed co ?gzised cI:;:;_m iiik Sherbet fzzzs; Mellorine wl}zlcge gj‘;’ 'bﬁger— wl’i.g‘ M?ni;sle{d
products produced American | Other me m ﬁiﬁeﬁ}k products milic | mitk | milk
1950 319 580 348 | 10.7 5.5 2.2 3.1 18.1 2.0 5.1 17.2 | 1.2| 0.7 +0.3 - 0.3 | 3.7| 02 |02} 0.2
1951 320 594 |- 350 9.6 5.1 2.1 3.3 16.3 2.0 48 17.4| 1.5¢ 0.9 0.4 - 0.3 | 4.2{ 0.1 | 014 0.2
1952 321 597 350 8.6 5.3 2.3 CIVA 15.7 1.9 A 17,9 1.8 1.1 0.4 0.4 0.5 | 4.6 0.2 | 0.2] 0.2
1953 | 319 597 | 346 | 8.5 5.1 | 2.4 | 3.6 15.4 2.0 48 18.0| 2.1] 1.3 0.4 0.7 0.2 | 2.2 0.2 |02 0.2
1954 321 601 346 8.9 5.5 2.4 3.8 1.8 2.0 4.9 17.41 2.6 1.4 0.2 0.9 0.2 | 4.5 0.2 | 0.2, 0.2
1955 323 601 348 9.0 5.4 2.5 3.9 14.2 2.0 La'7 18.0| 2.9] 1.5 0.1 1.0 0.2 | 5.5| 0.2 | 0.2 0.2
1956 325 601 348 8.7 5.4 | 2.6 A 13.6 2.2 Lo 18,0 3.3 1.4 0.1 1.0 0.3 | 5.2 0.3 0.2 0.2
1957 323 604 3bd 8.3 5.1 2.6 Lo 5 13.1 2.3 L6 18,0 3.6!1 1.4 0.1 1.0 0.2 | 5.3 0.3 C.3 0.2
1958 | 318 603 337 8.3 5.5 2.6 4.6 12.3 2.5 L2 17.8| 3.8| 1.4 0.1 1.1 0.3 | 5.6 0.4 | 03| 0.2
1959 312 602 330 7.9 5.2 2.8 4.7 11.9 2.5 4.6 18.7| 4.2 1.5 0,2 1.2 0.3 | 6.2 0.4 | 03] 0.1
1960| 307 613 | 321 | 7.5 5., | 2.9 | 4.8 11.2 2.5 45 18.3| 45| 1.5 0.2 1.2 0.3 6.2 0.4 | 03] 0.1
1961 298 620 311 7.4 5.7 2.9 46 10.7 2.6 Lo 18.0| 5.0 1.4 0.1 1.3 0.3 6.2 0.4 | 0.3] 0.1
1962 296 631 308 7.3 6.1 3.1 4.6 10,1 2.4 4.8 17.9| 5.6 1.4 0.2 1.3 0.3 1 6.1] 0.4 | 04l 0.1
1963 295 636 307 6.9 6.1 3.1 4.6 9.4 2.2 L5 18.0 6.0| 1.5 0.2 1.3 0.3 | 5.8| 0.4 | 04| 0.1
19641 293 645 | 304 | 6.8 6.2 | 3.2 | 4.7 2.0 2.3 4.8 18.2] 6.3| 1.5 0.2 1.3 0.3! 5.9| 0.4 | 05| 0.1
1965 292 650 301 6.4 6.1 3.4 46 8.4 2.2 5.0 18.5| 6.6 1.5 0.2 1.3 0.3 | 5.6 0.4 | 061 0.1
1966 287 655 296 5.7 6.2 3.6 L6 7.7 2.0 5./ 1¢.1| 6.8! 1.6 0.2 1.3 0.3 5.8| 0.3 | 0.7 0.1
19671 276 663 235 5.5 6.4 3.7 45 7.1 1.9 5.0 17.81 7.01 1.5 0.2 1.3 0.3 55| 0.3 | 0.8 0.1
1968%/ 271 664, 279 5.6 6.6 4.0 47 6.8 2.1 408 18.3| 7.2 1.6 ‘ 0.2 L4 0.3 | 5.8| 0.3 | 0.8] 0.1

1
*/ﬁilk equivalent, fat solids basis.

-2/ Excludes cottage cheese.

2
‘/ Preliminary.
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3. Need for continuin~ import guotas on dairy products

In 1968 Section 22 action was sgain required to counter excessive dairy
imports. Foreign supplies of dairy vroducts, including Government-held stocks,
continued tc increase, export subsidy prograumes were intensified, and normnl
trade pattcras becamc distorted. Tac United States, as in 1967, was the
principel ocutlet for these surplusss and by mid-September 1968, imports had risen
to an annusl rate of 2.8 billion pounds milk cquivalent as compared with the
1.2 billion pound annual rate durins the last uclf of 1967. .Lfter a review of
the Tariff Commission's report to hin in December 1968, the President issued
Proclzmation 3884 of 6 Jamuary 1969, as it was quite evident that the emergency
actions taken in July and September 1968 werc necessary. This Proclamation made
permanent the 1968 emersency quotns -nd established the quotas on processed
Italicn-type cow's milk cheese and milk chocolate, and removed the retail package
quota exclusion on butterfat/suzar nixtures.

The United Stotes does not wish to interfere with normal trade in dairy
products. Howcver, it is clear that the staete of the world dairy market is not
normal. The Urited States must under law prevent material interference with its
price support prozramme; it cannot permit the unloading of world surpluses, with
or without heavy export subsidies, on its domestic morket to the detriment of its
tairy support programme.



