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The President 
The White House 

Dear Mr. President: 

DEPARTMENT OF AGRICULTURE 
OFFICE OF TH£ SECRETARY 

WASHINGTON, D.C.20250 

The importation of certain dairy products is limited by quotas 
established by Presidential Proclamation pursuant to the provisions 
of Section 22 of the A.:,a-ricultural Adjustment Act, as amended, which 
quotas are set forth in Pa.rt 3 of the Appendix to the Tariff Sched-
ules of the United States Annotated (TSUS). These quotas were 
procl?,imed to prevent imports from interfering with the price 
support program conducted by the Department of Agriculture for milk. 

P.mong these quotas are a quota for Cheddar cheese, and cheese and 
substitutes for cheese containing or processed from Cheddar cheese 
(TSUS item 950,08A) in the amount of 10,037,500 pounds per year. 
F.arlier this year, this quota alone; with the other import quotas 
for cheese were temporarily increased by fifty percent for a period 
ending July 31, 1973, by Presidential Proclamation 4213 of April 25, 
1973. However, despite the authorization of additional imports, 
no recent purchases of cheese by the Corm.aodity Credit Corporation 
under the support program have been ma.de. The last such purchase of 
cheese was 2 million pounds in March 1973; prior to that, there had 
been no such purchases since Ju.,e 1972. No price support purchases 
of cheese are anticipated in the remainder of 1973 or in 1974. 

It had been expected that the additional importations would meet our 
supply needs until production increased seasonally, and that the • 
amounts authorized would be sufficient to supplement domestic produc-
tion for the remainder of 1973. Milk production, however, has been 
below expectations and is continuing to decline. Cheese production, 
after showing moderate increases early in the year, subsequently fell 
below the level of last year's production; in recent weeks, there has 
been some recovery, but it does not appear that this will be enough 
to regain the lost ground. Prices for Cheddar cheese, the principal . 
type produced in the United States, are now at a record level of 20 
cents or more per pound above the Commodity Credit Corporation 
purchase price of 65 cents. • • 

l-iost importantly, cheese production is not keeping pace with demand. 
The using industry, including producers of processed cheese, are 
having difficulty in obtaining supplies and, in some cases, are 
finding it necessary to allocate their products to their customers . 

• . 



I am hopeful that the present tight supply situation for cheese is 
a temporary situation which will be overcome during the coming spring 
s~ason of higher milk production. As you know, the ~partment's 
price support program for milk is structured so as to encourage the 
production of cheese. 

2 

In view of the foregoing, I believe that additional quantities of Cheddar 
cheese, and cheese and substitutes for cheese containing or processed 
from Cheddar cheese, as provided for in TSUS ite;n 950.0BA, may be 
entered for a temporary period without rendering or tending to render 
ineffective, or materially interfering with, the price support program. 
now conducted by the D~partment of Agriculture for milk or reducing 
substantially the amount of products processed in the United States 
from domestic milk. 

Accordingly, I recolll!uend that you direct the Tariff Commission to 
make an investigation u.~der Section 22 .of the Agricultural Adjustment 
Act, as amended, to determine whether 100,000,000 pounds of Cheddar 
cheese, and cheese and substitutes for cheese containing or processed 
from Cheddar cheese, as provided for in TSUS item 950.08A, may be 
imported, in addition to existing quota quantities, during a temporary 
period ending l-hrch 31, 1974, without rendering or tending to render 
ineffective, or materially interfering with, the price support program 
for milk now conducted by the Department of Agriculture, or reducing 
substantially the amount of products processed in the United States 
from domestic milk. 

I believe that a condition exists which requires emergency treatment 
and that you should take immediate action in accordanGe with the provi-
sions of Section 22(b) of the Agricultural Adjustment Act, as amended, 
to authorize the importation of the aforementioned additional amount 
of cheese provided for in TSUS item 950.0BA during a temporary period 
ending March 31, 1974, without awaiting the formal review and recom-
mendations of the Tariff Commission. I recommend that the additional 
quantity be allocated among supplying countries as follows: New 
Zealand, 55,000,000 pounds; Australia, 12,000,000 pounds; other 
Countries, 33,000,000 pounds. The recommended country allocations 
are intended to encourage full and prompt utilization of the additional 
import authorization; because of their distance from the United States~ 
New Zealand and Australia must have assurance that their shipments 
will be permitted entry upon arrival in United States ports. Other 
supplying countries, which are comparatively close, can co;npete for 
the remaining 33,000,000 pounds on a global basis; such competition 
should encourage prompt utilization of that allocation. I also 
recommend that, in order to facilitate the equitable distribution 
of the additional quantity of cheese, importations by any single 
importer be limited to a ~imum of 2,500,000 pounds. 

• No change in the regular import quota for the aforementioned cheese 
is recom.."D.ended. 

• 
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A draft of a suggested letter to the U.S. Tariff Commission and a 
draft proclamation are enclosed. 

Respectfully, 

CJAYTON 
Acting Sec;etary 

Enclosures 

,. 
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PllOCLAMATION AMENDING PART 3 Ol? THE .'\PPENDIW~
1:t1 ·_,.·~s;:r/ 

T.A-aIF'F SCHEDULES Olt THB UNITED S'l1ATES WITH R:SS:?ECT 'rO THE • -
llv1PORTAT!CN OF AGRIGUL'i'UR.AL COMMODITIES 

______ ..., ______ _ 

BY THE PRESIDENT OF TEE UN.I.TED STATES OF AMERICA 

WHEREAS, pur:uant ro sc:tt:::~::::.::~uliural A~:.~en£ A Ct, an ::,;{):i1; ;~ 
amc:.cod (7 U.S. C~ 62~). limita.Uonz hav;:; bcei1 imposad by ~ecicfontial ·a • • 

proclan1.ationa on the quantiHes of ce:rtaL""l da.i:.y p1·otlucts v,hich may be _ -~- • .-
Imported into the Uni~d States ln any quota yoar; and. · _ . __ ,·;:}~it,k):i 
Y!HEREAS the -import restr~ctions proclaimed pu:r:auant to aaid-sectiori 2Z 
are set forth iri . p~rt 3 of tho Appendix to the Tari££ Schedules of the United . . _. __ - . 

States;, • . . • . _ . • =- • : . . -·. :~,_:._. ::;;}tt&r;. .: 
'.WHEREAS the Seci-eta.ry 0£ Agriculture h.;;i.S 1·epo:::ted to me t11at he believes - •• ·-·· -·· :~ 
tha.t ~e.diticnal quantities of Cheddar cheese, ,m.d cheese and aubcrtitutes fo:;:-
chee.;~ containing, or processed from, Chcddal' cheese p~ovlde~ for in 
item 9 50. 0SA of p~:rt 3 o! the Appe«dix to the Ta~if£ Scheciufoa of ·the U:-,itad 
States (TSUS) may be enter<:id for- a. tcmpoxa.ry pe:::-iod without rencforing or .. 
te:'l.dil1;1 to ren.de,: i;.,e:!:foctive, o:.- mate:dc.!ly inte1·faring witli, the price s·upr:•o:.-t 
pi·ogran"l. now ccnduct~d by the D1?partt.:.ent of .Ag-:dcultu:re !or milk or red,.ct-:e 
substantially the a.rnou.nt o! products processed in the United Stn.t~s fzom 
domestic milk; and 

. . 
\V-nEREAS, under the autho1•ity of Gection 22, I have requested the United 

• States Ta:dff Com1nission to m.ake an i:ivast!~a.Hon v.rith :respect to this matte..-; 

. .• 
.. -·. -- -

·and 
' 
. . ··. . -. .. •'" . •· . ,.;. .. . . • . -. :• \, :~.;~·- .. :..; __ . 

.. • 4 :- • ·:.. .. ,..... • -

' - -·~-- -.. .. .._ -. ~; •. :::-.~::•~:3- --~: 
Vll-iERE~t\_S the Seci·etacy of ·Ag!"icaltu:-e r~s dete:minecl and repo:..-t:ed to _n"le ··" 
tl1.a.t a.. conc!itfon. _e:ds!:s with 1·espect to Guch cheese provided for in i!:e::n. . 
•9 Sb. 08A of the TSUS w!1ich requi:res o;:nc.:gc."lcy treat.men ~nd that the qu.!.ntita.t!v-a 
limitation irnpqsed o:.:i such chcaae should be increased during the ;>eriod:,·· 
ending lvfarch 31, ,197_4, withou:t:· aw~itiog tho rec:on-.... "l"le.n(!.o.tions of the U:..it..zd 
St.ltcG Ta:ri.!i Com.rn.i~aion wit!i 1·ocpe~-t t_o such action; and 

WHEREAS I !ind ar..d • dec!a:ce th:~:, the ;?::.t;:y dt!~lnz the period er:.d!..."1z M~;:ch 31,· 
1974, 0£ an o..cdition.al q_ua11.t::.t·j' of 100' ooq. 000 !'-0llnd$ o! t!1.3 chc~::H? p:-ov-i<!ed 
fol: t.1 itc.:n 950.08A of th~ '!SUS will r..vt ::.-er..de~ cl' te;::d to ~en<le:.:- in~.ffccti.~•~, 
or ms t\)i:-ic.11~.,- intel:fe1"0 \"Jith, the 1/!.·ica -stin~o=t .;1·or.:r3.rn v:h~~cli. is bein~ t!:ide~-

1 .. ... - - -

t~1c\!ll by the Dc~ar!rncnt of Az:.·i,:ml~~ c !o'!: n1ilk .:t?d v:ill not :reduc':3 subs~1.:1'!:i2.l!y 
t ·--~ -·----o,•s, .. 01:' ...... o,·1•-c ... s p·•o,-,-,,--,..c.., ;~ ~l-A u--.·:t.::,·"? C'•·a'·.~r. .... o- .1 .......... -. r.-'-fl" .,.._"'~Il·• 1•'- 11:1.,1..,,~ '4•'-"- J.. 1.1.L ~\.I. \, .1. ---u.,..1 """'- _._ .. ,. • ...,.. J. • .I, _..._. Ut,, -.,._._,. 4_. J.a\.l. t.&v ..... .._ .,.\...,.._ 4 ,_,_ ..,1- 1 

:, +"'~ ,.. ... co- .31• ,.!o......, - .• : ... 1 .... ...... 1,; .... •,. r--r.,•t ..... .._..... :'"\-- r:..,...~-·- r-!. ...... ___ ..,__1 -·· .$ ..a.1· .. - , • .6.,, -~!.'l.\...i. _,.:.....,.;.. •-'"'4 .;..a. -L ,i.;_· .. .1.w¥w '""·,..,,.,c;l• ~,_~~'-~J..\.,;.;.J. ._.:,.14~ • .,:;t-; .. ,..,.~ .. ~.::.-...;.:....,"' ,:,,, .. ~._. c.".:.~ i.&"'i:.,,., i.-i .. \a: 

· .,.,, .... ,,.~~-t··~-..11 .ri'·--... lo'"' i---,-~.,. ... G.':l ,..,.,..,, ,.•.,-.... ,.,,. -'~ol'1~ br~ in~-~, ... --,.-l t!.·•-1•• .. -.- ... , ':."'-''~•1.,J.LC.. l\:'-i &.t. .1. "''-'"' •• ,.1.i.!-'' .,,· .. ;,.,J.. .a. _.._,_., .. "-••'~..,_,.,"- i:.,a,., .. _.., - - .,;,. ,;.;...o-""- ..... _~.,,~ .:,-....., •• 

pc::i,)d v,ithout a.~1:.":'-ittni t~1.e: ::.'c~c:n.1n'l.c~::!e;~ic~s of the United 5t2.:te~ Tariff. 
Con"l..-uiscion wi.th i-e~p~c~ to_ r;_uch ~ction; . 

.. • 



P:-eaiC~!l~ o! tt'l-:; 
~.utho:rity v~cte.! 

(vii) No~•.ttit!1a~~11d.inJ :i.~1-;r c,~l1e~ ~:;1•0"·!5iv;-, of t!1ir.; p:.-~=~.r !C:J~ O?O., 000 
r:c•"'nd"' o~ ... ~- .,.,.~.~.,."!_,.- ,:._c-•~•~--·' 1··, =~,, .. - r-r:o · ,.f).,. --- ... ,.,- --'•-.-·-·3 ;:i ,,,., .. 'l.l -. LL~\J .._;.1,..- .... ,L .... .;, \..~., ...,;.w-....•A. ..... --~-~--..:.. .. 7-'' p Vv--- --i.•j;,' ..,,._. ""'""";,.,_...., ,.;.;•.,.. 

... dil:t1inz t!1.,) pel·iod beei;"l1-::i,1e Jc:i::.~~~,. S., 19·141 anr.2 c::.1.cl!n; t-.. 1~:~·c!-,. 3J.., 
19 ... ,~. 1·•_ ... "'Ct:r.~~-!•~o":""t -t•n -'-~~-~ -:: ......... ~•;""' ~, ... .-.-.":"- c=-:,-;."""_._,::·,.·.i,;r t"lt""!(""'-~A~.-...=. ~,... ... t"'.'r-cT-. •, ,£ ._ fi...ii,_.,__. J,.., ~'Ioli l,,,.L_.-_, ...,.,.,.,L.\..;.~11 ".;.~'-'-:.,•,,.- ____ -., G;,;'·J•.-.;..ir..;..t;.,,1.,t >-, ... t,;.. ,..,....., • .,,. 

~.1• ,.)_• c"_, ".-' r- ••-:-,,-. ::.-~ =~•.:.---.' 9 !: " 0 '>" ~.-r'! ~----• o~•-' ., ; ,...r..-, ,.,.,.. -- -•l- "' ""!.,.. '- "·"" ~. - \. -- '\.6~-·..!. :..r• ,.:.y.':"4.i,,L ""'"'' • ,..., ........ (;.-;".I."-• .... ;.'";.t ....... .,,..~ .. :, •• o ...... .:.;i _..., "··i•!.<( --•..J::.. ;..;•.,. 

... ,,.,..,u.:••cd r-·· r.,,•-, .... J"-:it.~;~ •• T ... --···c'-· ~_,..• __ ... 1!',-:c-:-"'"'"··· -···---·'............ N- :-.:1.: ... :1-,.,,.,.., .,-,:. • .LU!. ..,.4.\.'U'•A•~.,; ~•··• ..__ \;...,-,_-:,,.1,,~ • .._ ,:. .......... ;..,~;_,_:._~.;.,.::r.!.~;•,- • t..; .a...:.,_\..:..:.,·1•.1....;..._, •.•• ;., 

1>a~b1•2l·ship; fi1"11i., co:.·,o:.1 r. .. ;:ic~1.- ~Dsc--ci;:ti,-,;.i~ o-;: ot1!~.~ 
... .,..!.;t,:- l1.'-cl•1u·11'""" 1···-.~ -0~'~1 .. l'•i~1•,·· ··· o~· -,.p1,-:,t/:s~-:-•, .. ..,,~ r .... -:,~• .-~.~-;t-:-.-, -,- ... ,~ ""•~"-'- • 11 ,., U .,. .. &-:.1 .....,.,_..,. _., ..... -...:Ju • I.I ...... .1,,;,,..,. ·-·'·· .... • .... ._.; ..,1, ... .., .. , ,.,,,~ .. .- ~ --'-~ .. -

n~'lt-t~Od -:.'!"'1•"!':,~ ""'',i•~u-:,..-e- ,.:1..1_ , .. ..... ..... -~·ov!"'1 -~, ~1!'·""' -r-r.-r-:- 1~ ......... , •• -. c---~~..1~!• ct: C"\;7;..... \; • .av'V.A: J.J • .,._ Ci .. ..,.,. f._.J,..,.3 .~.. • ....... v_. ._. __ CI,-...;.:,- ~~C..\,"'W ;.'-.............. ~,.-.. ... 

!Juch ~i--i:ic!es tl G:~c9c~ ci 2; 5:)o.ooo po~il(~s. '.ll,e !0C~ooo,o,J0 
P• ou:•1r' .:l~.f ....... ... 1 -, •. -.~·- ...... • • .,,.:!1.,,. .... ,.!. ·•-'- ,,,, .. c '- ':\ .......... _ - --~ , .... .. :•-I""{ 

~,.•..?.""-&f..c..-,._!,,t..;.IW ~1,,w....,w-C, "-.i,.'--..,-"..:..~~b,I e,;,;.\-..,_._,~~ ... .:. &~~1.,,1. ti,. • L;\., '-"'U~'-.,;,l, '-'~ '-..._• .. :.~~ 

t:Y~·•i ................ ,'! ........ ~: • .,,.. 'J.lf--·c'- ·-::,, 107,1 ,..,.,.,_, •. .,_.-_ .• _,_ .. ·o· :::,• ... _~,n:-.-:-.1.,.:-::e:.:-"' ... --c--"Y 
'-~ ,, • .,. J.Tw\,,li, \;; ...... A,;.,.,;_; \·.:..tt,..:. ,:,,;. ->-, -i -:1..·, - - ...,,,. -- ... -- ~--.. ,,.:.:_; 

SU!>~lvh1r.t cou:o:i:1·ios :ollo\,;.•c: 
6 • ti U 

Now Zoal~ .. d 
Austro.iia 
Ot11~~ Cou:ntrie~ 

_55,, 000 1 oco 
lZt 000, OCO 
33,000,000 

IN V{ITNESS \.'!HEREOF, I h~N0 herem.1.to s~t ,n~i J:t;.1:.c'! ti!ia cecoi:,.1 e::.y of .,. . .. J-..•"lu~---- •·1 J.•..,,,. 'l.r"""'"· o- o-·"4 T 0.,.., - 1 ~,-=---·C·"" ... ·~~~--·•'!"d .. ,-:",.., ,.,~·•"':"If••,- r-... ,~- ::>,_.,.,..,._~· o ... A-. c..&.. '-W• -:J •' "'•·., I'-'..,_* Ji. u.- ""u •~.i.....:.y., _.,_ &-.-.•u..1. \J w-•""" ..,,_,. .. •il' -,..\.;.~~ .. , 

th\'.; I..1dc;v';-;-.d<;:~ce of the Ur-.ited. S~at6s of A:..ne:·ica the enc hu~d:r:etl a::d 
nin et-p,, ci:;hth. • • 
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HEARING PLA.~NED ON FLUID MILK PRICES TO FARMERS IN ALL FEDERAL ORDERS: 

WASHINGTON, Sept. 17--Secretary of Agriculture Earl L. Butz today announced 

that a decision has been reached to call a national hearing to review minimum 

levels of fluid:milk (Class I) prices to be paid dairy farmers under all 61 

milk orders. 

USDA officials said that the number of milk covs on farms and milk production 

for the first eight ·months of this year are both below year ago levels, and that 

to assure a continuing supply of milk adequate to 11eet consumer needs consideration 

of mimimum prices to be paid dairy farmers, partic-tlarly during the coming fall 

and winter months, is necessary. Milk production : snow declining seasonally 

while feed costs are becoming less and less favoracle to milk production, this 

at the season of the year when heavier feeding is :iecessary because of normal 

sho~t pasture during fall and winter. 

Plans for the hearing are now being made, and announcement of the exact 

time, place, and scope of the hearing agenda will he announced within the next 

few days. 

• USDA 2676 .. 74 
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JO WHITE HOUSE DC- ·.;.~ -:;,_·'":·'-. -·- - . .. . 
( 11 • :.-_. A·s ::MEMBER s:· bP~O.~GREss WHO ; ARE ~ Ac-uTEL f°-~coNcERNEO • ABO ur -THE--· --

1% 
ll DlSTO.RTEO COST/PRICE RATIOS - CONFRONTING AMERICA•s DAlRYt..tEN, WE. ·r-· _____ ...___ . . ----- - ~ _,_- - - . 
n RESPECTFUL,.h!_1J.itG_E·:-lHA.L_YOU IMMEDIATELY CA~L A ~_ETl~G.., IN THE 
IS 

a •;.HITE HOUSE, TO _THE _P~OBLE~~-S -~NVOLVE_O ANO ALTERNATIVE 
11 .COURSES . Of ACT ION . THA.T MIGHT,-BE TAKEN·. 
;a . . 

11 THIS NATION~S.·DAIRY COMMUNITY FACES .A SEVERE MORALE" PROBLEM. __ • 
2:1 · 0Ai~v~t1E_ri -~-RE . ;01N&::o_tn .·0F sus·rn-Ess.- ·w1rH· . 1NcREAs1NG REGu[ ARt°Tv~·- -- ··_ 
n - • - . . 
n !HIS IS NOT A SCA~E:-TACTIC OR IDLE THREAT USED BY f~RMERS TO GET 

,, 
n ATTENTION FOR THEIR CAUSE IT IS HAPPENING ALL ·ACROSS THE · UNITED 
24 · • • · · · . . . • • • 

25 STAT.ES.- AND- WITH PAR-T-lC_ULAR -FREQUENC.Y-· IN __ OUR - GREATES.T DAIRY . 
. -· _:-.:.::-._.=-. -_- .-:::_. • ., 

. - -· . 
• • . • - • • • • • ... .,I ;,,,..._..:,. ·-~ - - -··-•-:---• ._.. • 

. . • ... ------- .... ·- -- _ ____ ... ... ----- -- . --
- . -~- - ,,..-. ____ ••.•··~·._ .. ~·_-:-- .--_·· . . ::..:··_:··.· • ·~•·:·· _ _ .. __ ••• ---· • .. - .. - -. ;•· 

- -· •• --..- r-;"_. ,~ -: .. __ • 
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7 THERE IS A FEELING AMONG DAIRYMEN THAT PUBLIC OFFICIALS 
' ' DON'T CARE ABOUT WHAT IS HAPPENING TO THEM BECAUSE "WE CAN ALWAYS 

• . 9 

10 I MP OR T O UR DA I RY NEE O S Of T HE f UT UR E • " 8 U T WE • ALL K NO W WE C AN • T 
'( 11 IMPORT GOOD, ·NHOLESOME DAIRY PRODUCTS ON A 

n 
11 BASIS FOR ANY LENGTH OF TIME. If THE DAIRY FARMER IS NOT SOON 

r " · GIVEN SOME STABILITY IN THE MARKET ANO CONFIDENCE IN THE FUTURE 
15 • 

16 MARKETABILITY Of HIS PRODUCTS, WE COULD SERIOUSLY JEOPARDIZE AN 
17- ADEQUATE DOMESTIC SUPPLY Of MILK ANO MILK PRODUCTS FOR U.S. --
11 

1, CONSUMERS IN THE LONG-RUN. 
n THERE IS A CRISIS, MR PRESIDENT A VERY SERluUS ONE. 
21 

22 THUS, WE WOULD L LKE A DELEGATION CO t.tPR I SEO_ Of _ ~'1E:.tSERS Of CONGRESS 
-·. 23 . FROM THE LEADING DAIRY STATES TO MEC:T WITH YOU. AT YOUR 

24 -------- ------- . - - -- -----·· • - • 

u __ CONVE ~_IENCE. AT THAT TIME, WE .• WOULO PROVIDE YOU WITH 
"- 26 -WH.\TEVER INPUT YOU OESIRE .,.AS - WELL AS A- "DISCUSSION OF THOSC: POINTS 

. . . . .. . .. . . . . . 
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1 THAT NEED TO BE DEALT WITH IN FORMULATING POSlllVE POLICY 
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' 10 

11 

12 

1J 

u 
15 

16 . 
17 

11 . 
If 

20 

21 

2% 

n 
2~ 

" 

W I LL I A M C \YA MP LE R 
WILLIAM A STSIGER 
WR "t308" POAGE 
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September 2 ' , 1 ·74 

Dear John, 

I would like to aoknovledge and thank ) . . for the 
telegram to the President of September 23 ·1 - ~.-

ing concern about the problems facing ,r4 ~ ' 
dtli:. .. . : . .:. , 1 • • urg g that the Presiden • t. , h 
a deleg tion ?ri d of Members of r .. 
the leading dai;~ tea u, discuss thE . itua .o t.. 

Let roe assure you t? .t your message will be cal' 
to the earl. attention of the President i 

. -· • • , nd you will • furtt : 
as econ asp. sible. 

With kind regard•• 

Sincerely, 

Max L. Friederadorf 
• i~ u+. • .' .. 

) 
r th President 

The Honorable Jc.,hn M. zwach 
I 

h1ngton, o • .:. 2·0 ~s 
MLF:EF:ets 

bee w/inc to Mr. Timmons - FYI 
bee w/inc to Warren ~d - for further action 
bee w/inc to Norm 'ttt5ss - FYI 

;..,\J.., 
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7 11853 GOVT BUWASHINGTON DC 342 89-23 ~19P EDT 
( 8 PMS HON GERALD f OR 0 

9 

10 WHITE HOUSE OC 
( 

11 AS MEMBERS OF CONGRESS WHO ARE ACUTELY CONCERNED ABOUT THE 
1% 

13 DISTORTED COST/PRJCE RATIOS CONFRONTING AMERICA .. S DAlRYMEN, WE 
C 14 RESPECTFULLY - URGE fHAT YOU IMMEDIATELY CALL A MEETING, · 1N THE 

1S 

u WHITE HOUSE, TO DISCUSS THE PROBLEMS INVOLVED ANO ALTERNATIVE. 
( 11 COURSE.S OF ACTION THAT MIGHT BE TAKEN. ., .J 

18 ,,.-r: 
19 TH IS · NAT I ON .. S DA I RY COMMUNITY FACES A SEVERE,rlff)R-ALE PROBLEM. 

( DAIRYMEN ARE GOINS OUT OF BUSINESS WITH INCREASI~~ REGULARITY. 
21 ' 

22 THIS IS NOT A SCARE TACTIC OR IDLE THREAT USED BY FARMERS TO GET 
( 23 ATTENTION FOR THEIR CAUSE IT IS HAPPENING ALL ACROSS THE UNITED 

24 

u STATES ANO wttH PARTICULAR FREQUENCY IN OUR GREATEST DAIRY 
( u PRODUCING STATES. 

( 
4 

6 

7 

. 
THERE I~ A FEELING AMONG DAIRYMEN THAT PUBLIC OFFICIALS 

8 ooN·r CARE ABOUT WHAT IS HAPPENING TO THEM BECAUSE "WE CAN ALWAYS 
9 

10 IMPORT OUR DAIRY NEEDS OF, THE FUTURE." BUT WE ALL KNOW ·WE CAN .. T-
- .f 

( 
11 IMPORT GOOD, WHOLESOME DAIRY PRODUCTS ON A GUARANTEED 
12 

u BASIS_ FOR ANY LENGTH OF TIME • . If THE DAIRY FARMER IS NOT SOON 
, 

14 ~IVEN SOME STABILITY IN THE MARKET AND CONFIDENCE IN THE FUTURE 
1S 

16 MARKETABILITY OF H-1S PRODUCTS, WE COULD SERIOUSLY JEOPARDIZE AN 
( 

17 ADEQUATE DOMESTIC ·SUPPLY Of MILK AND MILK PRODUCTS FOR ·u.s. 
13 

1,- CONSUMERS IN THE LONG-RUN. 
( 

20 THERE IS A·CRISIS, MR PRESIDENT A VERY~ 
21 

22 THUS, WE WOULD L tKE A DELEGATION COMPR I SEO .Of MEMBERS OF CONGRESS 
n FROM THE LEADING DAIRY STATES TO MEET WITH YOU AT YOUR 
24 

u EARLIEST CONVENIENCE. AT THAT TIME, WE WOULD PROVIDE YOU WITH 

. I") C 

26 WHATEVER INPUT YOU DESIRE AS WELL AS A DISCUSSION OF THOSE POINTS --: 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
AGRICULTURAL MARKETING SERVICE 

October 10, 1974 

TO: 

FROM: 

Richard L. Feltner, Assistant Secretary 

Ervin L. Peterson, Administrator ~ 

Current Facts About the Dairy Situation SUBJECT: 

Current trends in the milk production are: 

Milk production for the calendar year is projected to be 1-1/2 percent 
below 1973 1 s 115.6 billion pounds. 

The number of milk cows on farms has declined from 11,259,000 in January 
to 11,139,000 in July. There were 11,599,000 milk cows on farms in 
January 1973.2.9 percent more than in January 1974. 

The Minnesota-Wisconsin price for manufacturing milk rose through late 
1973 and early 1974 to a high of $8.15 cwt. fn March and then dropped 
$1.86 to $6.29 cwt. in Jufy. The current M-W price is $6.69 cwt. compared 
to $6.91 cwt. in September 1973, 

The current milk-feed ratio, the pounds of feed a pound of milk will buy, 
is 1.2. A ratio of 1.7 has been historically necessary to maintain milk 
production. 

Government actions that have been taken: 

The USDA has just concluded a national public hearing in Chicago on setting 
a minimum floor price of $7,50 cwt. for computing fluid milk (Class 1) 
prices in all 61 Federal milk marketing orders. · This floor price would 
extend through March 1975, the close ·of the current marketi_ng year. 

The CCC during this marketing year has purchased 31 million pounds of 
butter, 39 million pounds of cheese, and 169 million pounds of nonfat 
dry milk, or slightly more than one billion pounds of whole milk equivalent. 
Butter and cheese purchases have ceased while nonfat dry milk purchases 
continue. 

To alleviate a temporary surplus of barrel cheese, the CCC for the first 
time has purchased 35 million pounds of processed cheese since June. 

Through negotiations, the EEC has suspended its export subsidies on cheese 
shipped to the United States to prevent the likely imposition of counter-
vailing duties. 
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Secretary Butz has assured the dairy industry that he will oppose any 
further temporary increases in import quotas as long as the dairy industry 
is in a severe cost-price squeeze. 

Talking points about the dairy situation: 

Due to shortages of dairy products in 1973 and increasing demand, 
emergency action was taken to import nonfat dry milk, cheese and butter 
or 3.9 billion pounds milk equivalent, compared to average annual imports 
of 1.7 billion pounds milk equivalent per year during the 1968-72 period. 
Imports in 1973 accounted for 3.3 percent of our total milk production, 
but have returned to the normal rate of 1.5 percent of milk production 
since April 1974. 

Reflecting consumer resistance to high retail milk prices, consumption 
of fluid milk was down 5 percent for the first half of this year compared 
to a year ago. Fluid milk sales are currently 1.1 percent below 1973 
levels. o·ecl ines in fluid milk sales released more milk for use in 
processed dairy products. Stocks of dairy products have increased, prices 
dropped, and the USDA made substantial purchases under the price support 
program. 

A late, wet spring, dry summer and early frost have reduced expected grain 
yields and have caused a bul 1 ish market for feed grains and soybeans·. This 
creates problems for the entire livestock industry, including dairymen, 
until the next harvest season. Since feeds represent 45 to 50 percent of 
the cost of producing milk, the unfavorable milk-feed ratio of 1.2 will 
cause hardships for milk producers. Milk prices are currently 70 percent of 
parity. 



STATEMENT ON THE DAIRY SITUATION 

I recognize the tremendous cost-price squeeze in which 
J\merica's dairymen find themselves. I have met with a 
group of representative dairy farmers, as well as with 
Congressional leaders who presented the case of this sector 
of the agricultural economy very effectively. I am very 
sympathetic with th~ir situation. 

I understand the concern of domestic dairy producers that the 
U.S. dairy support price system should not be allowed to be 
undermined by efforts of foreign dairy producers to shift the 
burden of their own cost-price problems onto the U.S. market, 
especially by artificial governmental incentives. 

Because of my concern about the economic difficulties dairymen 
are facing, I am today announcing that no action will be taken 
to change the present system of import quotas without a thorough 
review of current market conditions, and a chance for our dair~ 
producers to be consulted on this issue. 

I feel that over the longer term the American farmer can compete 
against any farm producer in the world, and look forward to 
trade negotiations with other governments which could bring 
about an undistorted, fairer dairy market world-wide. 
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DAIRY SITUATION--SUMMARY AND RECOMMENDATIONS 
PRESENTED TO PRESIDENT GERALD R. FORD 

October 11, 1974 



DAIRY SITUATION--SUMMARY AND RECOMMENDATIONS 
PRESENTED TO PRESIDENT GERALD R. FORD 

October 11, 1974 

Mr. President, On September 24 and 25 public hearings 
were held on the dairy price situation before the House 
Subcommittee on Dairy and Poultry. Almost forty dairymen 
explained in their own words and from their own experience the 
plight of American dairymen. They were joined by eight Members 
of Congress and numerous other spokesmen. 

In summary, American dairymen are facing a financial 
crisis of the utmost gravity. Dairymen are threatened with 
bankruptcy if they stay in the business under the current cir-
cumstances and American consumers will not have adequate sup-
plies of milk if dairymen are forced out of business. 

Briefly, there are three Executive actions which com-
bined would lend support and stability to this situation. They 
are: 

1. Increase the support price for manufacturing milk 
to $7.31 per hundredweight which equals 90% parity of 
April, 1974, data; 

2. Establish a $7.50 per hundredweight floor for 
Class I milk as a follow-up to the October 8 Federal 
Order hearings in Rosemont, Illinois; 

Q Give your personal assurance that importatio:Jof 
iry products will not be increased above the quota 
vels for the next 12 months. 

There is a real need for the immediate implementation 
of these proposals. The price of manufacturing milk dropped 
from $8.11 in March 1974 to a low of $6.32 in July 1974 and 
increased slightly to $6.41 in August. By any measure this 
drop is extreme, but it does not tell the whole story. 

Costs of production have continued to rise in agricul-
ture as in other industries. The Minnesota Department of Agri-
culture estimates that dairymen's costs of production have 
increased by 39 percent in the past year. Of course, the price 
of many inputs has gone up, but dairymen consider the milk/feed 
ratio to be one of their best gauges. The ratio tells how many 



Dairy Summary & Recommendations Page 2 

pounds of feed could be purchased from the sale of one pound of 
milk. Generally, 1.7 lbs. of feed to 1 lb. of milk is con-
sidered to be a normally profitable ratio. A ratio of 1.5 to 1 
is about the break-even point. In August the ratio was 1.1 to 
1, and in September it had risen slightly to 1.17 to 1. Dairy-
men have been well below the break-even point for several months 
and this ratio does not include many other costs of production. 

Costs in the dairy industry have been driven up by a 
number of factors. In addition to general inflationary pressures, 
costs have escalated due to grain exports, low crop yields due to 
drought or frost, shortages of fertilizer, farm fuels, baling 
twine, and even farm machinery, and the uncertainty of wage-
price controls. 

Milk prices, however, could not follow normal adjustment 
patterns due to the tremendous increase in imports of nonfat 
dry milk in August 1973, butter in November 1973, and cheese in 
January 1974. The decision to import dairy products at a level 
well over established quotas was quite possibly the single most 
harmful contributor to present pricing problems. Thus, an as-
surance that their markets will not soon be flooded with un-
necessary imports will go a long way toward restoring confidence 
among dairymen. 

However, at the present time farmers all over the country 
are losing money every time they sell 100 pounds of milk. Unless 
they are assured an adequate price for their milk, through in-
creased support levels and floor prices, they will undoubtedly 
continue to sell their herds and use poorer quality, less expen-
sive feed--thus cutting production per cow. Milk production is 
now about 4-1/2% below two years ago. There is the threat of a 
major milk shortage in coming months. 

An increase in the price support level to 90% of parity 
will protect dairymen, especially in the Mid-West, who we rely on 
to provide the major supply of non-fluid milk which this nation 
needs. 

At the same time, setting a $7.50 floor under Class I milk 
is a virtual necessity in the fight to get the dairy farmer out 
of the red and to ultimately maintain a dependable domestic 
supply of fresh milk. 

Implementation of these three measures will accomplish two 
things. First, it will help dairy farmers avert a financial 
crisis. And, second, it will provide a psychological boost that 
we hope will convince dairymen to stay in business. The ultimate 
result will be the assurance of a dependable, relatively inex--
pensive and wholesome supply of dairy products. 

* * * 



MEMORANDUM FORt 

FROMt 

SUBJECT, 

October 15, 1974 

THE PRESIDENT 

KEN COLE 

Dab't Import Sltuatlea 

The SecrM&l'J' of A1ricaltar• baa aabmltte4 tor ,o•r coulderatlon 
a memor ... un p1'on ..... yoa wltll hl• recommelMlatton• on tla• 
dall'J' Import altutlon (Tall A). 

S.cre-.ry Kl••llll•"• S.el'et&Py Simon aad .Eberl• 
do not eoncar wltll Secretuy Bat••• relNIU'lle..Uon tlaat 1011 10 on 
rnol'4 on the eowatePnllltaa dtaty l• •ue at thl• time. W • wilt 
pro.W. yoa with a .. cleloa memorandem on the 4alry lmpol't 
l88U OD WeWM&J't October 16. 

NEaoss/ee 
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cc: Dr. Hullander, CEIP 



MEMORAJ."'iDUM FOR, 

FROMt 

SUBJECT: 

A. Imports 

Background 

October 15, 1974 

THE PRESIDENT 

EARLL. BUTZ 

Dairy Import Situation 

The pa•t two yeus, for well known reaaone, were, not: 
normaL During this period milk p.roductio11 declined. 
price• and spot abortagee of dalry product• ocCUYred .. 
To deal with these reCUYrinS eituationa, U. s. dairy import 
quota• were tempol'arily inc:reaaecL The nonfat dry milk 
quota waa incl'eaaed through !ow.- &.pal'ate action.a in. 1973 
by 26S million pounds. Between Marc:h 4 and June 30• 1974, 
it was i.D.crea,,ed by another 150 million pound•; however~ 
only 114 million pound• wel"e actually imported. The 
chee•e quota• were inueased by 50 percent in 1973. and a 
further bnpori of 100 mlll1on pounds of cheddar ch•••• w•• 
authorized during the fi:rat quart1H1 of thia year. The quotas 
for buttel' and hotter oil were inereaaed in late 1973 by 
84 miWon pound•, butter equlval-.nt. . 

The U. s. dairy situation baa chan&ed ~adically since the 
spring of 1974J ma.uufactul'ing milk auppliea- turned upward 
a, a re8Ult ol talUng nuid conamnption. and dairy pric•• 
fell to Deal" support levels. CCC began to acquire dairy 
producu undel' the price auppori program. In mid-June 
I announced that 1 waa advising the President that funhe1" 
increa•e• in the unporl quota for non.fat dry milk wel'e not 



. -.. 

Dk•••-.Y or advbabl• and aaked that no .fluther aetioa 
on th. •epon of the Tarilf Commiaatoa be taken at thl• 
tim•· 

Ct-vaa tlw an.at aaby altaa~ any ftutbel' ine#••• 
at th!• ttm.. lA U.S. daby lmpol"t quotu wmild -1:non 
certalJil7 ...-vlt la iaterfe•eAC• with~ ~•• 
pric• •~ pro1nm foi- milk., No actloa ahonld 1Mt takea 
on tb. Tariff ~•loa •-,on at W• time.. ffowMr••• • 
:reCApisla, the po••1blllty that dauy suppll .. mlpt •1am · 
be ti~ tJt.e a1tuatioa •howd be followed d.o•.ty aad rem...,e4 
i1' ... 1,, 1975. 

BagtgJJoWld 

Laat .JQ&y. luff witk th4t tlv••t of ~U., chaty acttcna_ 
the Euopeaa ~--whlcb l• by t.~ the lus•ttt fol'-eip 
atlppliu ot clal.-, pJ'"HIICU••talleftait-1-y ..,p....ie4 "1>•ldlu 
on dal~ to tba UDited Staid. Tbe Ee_ 1x,w..,..,,, 
:reaerNCl tile n,.bt to ireiutate tM nlt•idiff afte:r 90 daya. 
Pre-.tou c;omme1'clal c:oDb"acta wde, of eo1tt•e. affectad. 
a-1 aom• •h1pErMnd• "1Mi•• them an atlll comlq la. But 
they••• taperiq oU and will NOii I,- lhdabed. U tb. EC 

• :renm.• dal.,. a:pori aobatdl•~ t!M Tr••~ Deputmeat • 
will JJeact PQIDPtly to c::o\Ulten-aU. 

A. fu a•~•• aDl&lteit atttQpl.,.an coaeened,. it~ 
tbat ~• of them -1M •abaWl••• a1thoeill tu facts &r• 
eati•ely t:i.u... The T•eanr, Depdtmeat ls CIU"J'eratly looktna 
into .. m• nca caa••• I.la the manna pr••crihff by_the law. 

Octolter a. th• Treaav'J Depanmezat lnformed the · 
Co7•fllm• of Swits••lud and Auatrla that a complalnt baa 
been i-eee1-Yed allegma that e,lpom to the U.S. of Enunenthaler-
and CiftlY9" dMMJ••• boom tho•• countl'l•• a.re. recelvlng 
boontl•• oi- ,rant• within the m•.-.mg of the CO\Ulte~valllng 
dllty law. A pstellmiD&wy inquiry i. caneatly undenray., 



Reeomme.Ddatioa 

The Fetleral Coint'DDlent ba1 the a.tlaority to millify Co:relp • 
sub.tel•• 117 tlMt lmpositloa of a4c11t1oaal dati••--callecl coun&«I'• 
vaillq dtatl••-•-.aal to th• amMDt ot the auh.ldy. Thia 

• J\.dminlatntloa itt Jled1e4 te ••• that authority• :la the 
Treaa...,. D~J'tm•llt baa pullcly atatec!. Thi• action wo.W 
apply to import• et •v.b•idi.aed datry pl'Oduct•• putiCllluly 
from tb• Eal-opMa Comm11nlty aad other W~ater1:i Eul-opeaa 
eoatrie•• 

cc: Dr. B111Jander. CEIP 



MEMORANDUM 

J'ROMt 

StJBJECT1 

Backahund 

THE PRESIDENT 

EARL L. BUTZ 

Tit• pa•t two for well kl'M>WD reaaou, •••• :not 
aol'm&l. Dvtq tht• d milk UC O cleclla ... 

ro•• and _ t ebona1•• of clalry o,."' .. , ... ., o 
To deal with dleae altuatl011a, U. . 4alr, 

were y lacrua-S. The noalat cir, m1lk 
••ta waa la -- _,.., •• - .... four t acUou la l 9'7J 

Z6S mU.U.o11 PO,uia • Between Mal'cb 4 and Ju.ne 1914, 
lt wa• tacr .... ed t.y aaoth•• 150 mllllon howev•a-• 

y 114 millloa w••• c y mpo Th• che••• ....-• were by 50 n,..,.r.,,.•n1• la 191!, and a 
fvtMr 100 mUlloa flrl,.,,..,.. cheddar ch ... • wae 
autboru.d r the flrat ... ne, tide Tile quota• 
for lM&ttel' and bmter oU were ble•ea•ed ID late 1971 l,y 
84 million 1,1Uuuua butter 

The u. 4aby •lwatloa ha• cJauaed 
8PftD1 of 191ft milk 
•• a ••nlt ol falllaa flulcl o o • ud dall'f' 
fell to near •uppol1 CCC IJeaan to 

u • WM!•• the l pro,nm. ID mld-.June 
I aanouneed that 1 wa• adYl•laa the heal4eat tbat further 
lacr ... •• bl the . quota for noafat dwy milk were not 
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ccs Dr. HwUander. CEIP 



MEMORANDUM FOR2 

FROM1 

SUBJECT: 

October ls. 1974 

THE PRESIDENT 

KEN COLE 

Dairy Impart Situation 

The Secretary of Agriculture has submitted for your consideration 
a memorandum providing you with his recommendations on the 
dairy import situation (Tab A). 

Secretary Kisainger. Secretary Simon and Ambassador Eberl• 
do not concur with Secretuy Butz' s remmmendation that you go on 
record on the countervailing duty ls sue at this time. We will 
provide you with a decision memorandum on the dairy import 
is&ue on Wednesday. October 16. 

NE-ROSS/ee 



October )5, 1974 

MEMORANDUM TO: 

DEPARTMENT OF AGRICULTURE 
OFFICE OF THE UNDER SECRETARY 

WASHINGTON, D.C, 20250 

FRANK ZARB 
Office of Management 

and Budget 

Per Secretary Butz' discussion with you, I am enclosing two 
optional press statements along with background information 
on both options. Also enclosed is a background paper from -
our Office of General Counsel explaining why no action can 
be taken at this time to increase Class I prices for milk. 

Please note there is no reference to increasing prices in 
the news releases since hearings have just been completed 
and a decision as a result of these hearings has not yet 
been made. 

l RICHARD A. ASHW~t 
Deputy Under Secretary 

Enclosures 

cc: Norm Ross 
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A. Foreign Dairy Section 

1. Imports: 

a. 

b. 

Recommendation: 

Given the current dairy situation, any further increase at 
this time in U.S. dairy import quotas would -almost certainly 
result in interference with the Department's price support 
program for milk. No action should be taken on the Tariff 
Commission report· at this time. However, recognizing the 
possibility that dairy supplies might again be tight the 
situation should be followed closely and reviewed in early 
1975. 

Background: 

The past two years, for well known reasons, were not nor-
mal. During this period milk production declined, prices 
rose and spot shortages of dairy products occurred. To 
deal with these recurring situations, U.S. dairy import 
quotas were temporarily increased. The nonfat "dry milk 
quota was increased through four separate actions in 1973 
by 265 million pounds. Between March 4 and June 30, 1974, 
it was increased by another 150 million pounds; however, 
only 114 million pounds were actually imported. The cheese 
quotas were increased by 50 percent in 1973, and a further 
import of 100 million pounds of cheddar cheese was authorized 
during the first quarter of this year. The quotas for 
butter and butter oil were increased in late 1973 by 84 
million pounds; butter equivalent. 

The U.S. dairy situation has changed radically since the 
spring of 1974; man1Jfacturing milk supplies turned upward 
as a result of falling fluid consumption, and dairy prices 
fell to near support levels. CCC -began to acquire dairy 
products under the price support prcgram. In mid-June the 
Secretary of Agriculture announced that he was advising 
the President that further increases in the import quota 
for nonfat dry milk were not necessary or advisable and 
asked that no further action on the report of the Tariff 
Commission be taken at this time. 



2. Countervailing Duties: 

a. Recommendation: 

. . . 
2 

I 

The Federal Government has the authority to nullify foreign 
subsidies by the imposition of additional duties -- called 
countervailing duties -- equal to the amount of the subsidy. 
This Administration is pledged to use that authority, as 
the Treasury Department has publicly stated. This action 
would apply to imports of subsidized dairy products, par-
ticularly from the European Community and other Western 
European Countri!~• 

b. Background: 

Last July, faced with the threat of countervailing duty 
action, the European Community -- which is by far the larg-
est foreign supplier of dairy products -- indefinitely sus-
pended subsidies on dairy exports to the United States. 
The EC, however, reserved the right to reinstate the sub-
sidies after 90 days. Previous commercial contracts were 
of course not affected, and some shipments under them are 
still coming in. But they are tapering off and will soon 
be finished. If the EC resumes dairy export subsidies the 
Treasury Department will react promptly to countervail. 

As far as other smaller suppliers are concerned, it appears 
that some of them also subsidize, although the facts are 
not entirely clear. The Treasury is currently looking into 
some such cases, in the manner prescribed by the law. 

On October 8 the Treasury Department informed the Govern- · 
ment of Switzerland and Austria that a complaint has been 
received alleging that exports to the U.S. of Emmenthaler 
and Gruyere cheeses from those countries are receiving 
bounties or grants within the meaning of the countervailing 
duty law. A preliminary inquiry is currently underway. 



.UNITED &,ATES DEPAH1 :::Na , 1\GRICUL.TURE 
OFFICE OF THiE GENERAL COUNSEL 

WASHINGTON , D .C. 20250 

October 15, 1974 

SUBJECT: Information on Recently Completed Federal 
Milk Marketing Order Hearing to Provide a 
Floor to Class I Prices Under All Milk 
Orders. Docket Nos. A0•36l•Al2 1 et al. 

TO: General Counsel 

The hearing on the above captioned matter was held on October 
8-11. The proposal at issue requested a minimum floor of the 
basic formula price in all milk orders of up to $7.50; said 
basic formula price is the basis for Class I milk pricing. 
Each order uses the basic formula price plus a given differ• 
ential in each order to set the Class I price. The differ-
entials vary between markets reflecting transportation costs 
from major supply sources. 

The basic formula price is based on the Minnesota-Wisconsin 
series which series reflects the prices prevalent in the open 
market on milk used for manufacturing purposes. By requesting 
a floor on this series price any future lowering of the series 
would not reduce the Class I prices. Farmers appeared to have 
serious concern that the series price would not hold up to the 
$7.50 level in the ensuing months. It is to be noted that the 
proposal sought this minimum price only through March 1975. 

A total of 62 witnesses testified including Congressmen Taylor, 
McDay and McEwen of Missouri, Pennsylvania and New York, respec• 
tively. Testimony was heavily in favor of innnediate emergency 
action by the Secretary no later than November 1, ,1975. Several 
witnesses,!.•!!.•, the Milk Industry Foundation; Bordens, Inc.; 
Fairmont Foods, Inc.; and Oberweiss Dairy were against the 
proposal. Generally this testimony was to the effect that if 
relief for dairy farmers is .to be effected such should be 
through raising the support prices rather than Class I prices 
in milk orders. these parties also opposed emergency action 
which would eliminate a recommended decision and they also 
stated that if any action should ensue handlers should be given 
at least 25 days notice. This would entail a decision to be 
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effective sometime after November 1, 1974. A large number of 
dairy farmers appeared from.all parts of the country and testified 
that costs of feeds, equipment and other dairy farmer needs have 
increased to the point that dairy farmers will be forced out of 
business absent inmediate relief. 

One consumer representative testified in opposition. Ms. Eileen 
Gorman of the National Consumers Congress testified that her 
organization was generally opposed to any price increases. 

¼w..JtuJµ. 
llN H. SANDOR 
ting Director 

Marketing Division 



OPTION NO. 1 

The President recognizes the trerretdous cost-price squeeze in which 

America's dairymen find themselves. He has met with a group of representa-

tive dairy farmers, as well as with Congressional leaders who presented 

the case of this sector of the agricultural economy very effectively. The 

President is very sympathetic with their situation. 

Because of his concern about the economic difficulties dairymen are 

facing, . the President today is announcing that he does not intend to 

lift import quotas for imported dairy products as long as the current 

cost-price squeeze for America's dairymen exists. 

The President recognizes also that any further increase at this 

time in U. s. dairy import quotas -would almost certainly interfere with 

marketing of U. s. dairy products. 

He realize~ · that there were abnormal production problems which 

created spot shortages of dairy products which had to be relieved through 

emergency actions to temporarily increase dairy imports. However, the 

U.S. dairy situation has changed radically since this spring, with 

falling · prices as well as diminishing demand for milk products. For 

that reason, the President advises that he will not take any action 

to increase dairy imp9rts at this time sQ long as our dairymen continue 

to face the cost-price situation they now face. He intends to follow 

the situation closely and review it again in early 1975. 
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.. .................. ............ . ...... ____ .,.. __ 
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"The President understands the concern o,f domestic 

dairy . producers that the U.S. market should not be left 

unprotected to low cost foreign suppliers,· which _sometimes 

are subsidized, thus undermining the U.S. support price. 

system at a time when domestic producers are caught in a 

difficult cost/price situation. They can be ·sure that no 

action will be taken to change the present system of import . 

quotas without a thorough review of current market conditions, 

and a chance for our d~iry producers~ to be heard on this 

issue. The President feels that over the longer term the 

American farmer can compete against any farm producer in the 

world, and looks forward to trade negotiations with other 

governments which could bring about an undistorted, fairer 

dariy market world-wide. 
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THE WHITE HOUSE 

WASHINGTON 

October 18, 1974 

MEMORANDUM FOR: JOHN CARLSON 

FROM: NORM ROSS 

SUBJECT: CALF SLAUGHTER (Wisconsin) 

Here are some typical comments that we have received concerning 
the slaughter of the calves in Wisconsin: (from private individuals mostly). 

"Stop brutal inhuman slaughter of calves now. This is truly un-
- Ai::nerican. Please act now." 

"You cannot ":Y_i!_l with shooting and burial of cattle". 

"If any more farmers kill calves, don't count on my vote for 
Republicans, or you." 

"Outraged at killing of calves with world starvation rampant. Tax 
farmers, no aid for 1 year". 

"My family finds the Wisconsin • calf slaughter revoi:ing. Shortages 
result in higher pri,ces. This does not help inflationary prices. First 
they slaughtered baby chickens, then pigs and now beef. What next? 
It's not' our spending, Mr. President, it's supply and demand." 

"May we encourage the use of all the powers of your office to stop 
immediately the unncessary slaughtering of calves in the U.S. 
when there is hunger and famine in all parts of the world. We feel 
this is tragic. We support you in the distribution of the calves to Honduras. 11 

signed: Pastors of the Minnetonka District Minn. Synod Lutheran Church 
' 

We have received 105 telegrams expressing their opinions along the 
same lines as indicated above. 
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I summary, American dairymen are facing financ l 
crisis of the utmost gravity. Dairymen are threatened wi 
b nkruptcy if they stay in the business under the current cir-
cumstances and American consumers will not have adequate sup-
plies of milk 1.f dairymen are forced out of business. 

Briefly, there are three Executive actions which com-
bined would lend support and stability to this situation. Ttey 
are: 

1. Increase the support price for manufacturing milk 
to $7.31 per hundredweight which equals 901 parity of 
April, 1974, data; 

2. Establish a $7.50 per hundredweight floor for 
Class I milk as a follow-up to the October 8 Federal 
Order hearings in Rosemont, Illinois: 

3. Give your personal assurance that importation of 
dairy products will not be increased above the quota 
levels for the next 12,months. 

There is a real need for the immediate implementation 
of these proposals. The price of manufacturing milk dropped 
from $8.11 in March 1974 to a low of $6.32 in July 1974 and 
increased slightly to $6.41 in August. By any measure this 
drop is extreme, but it does not tell the whole story. 

Costs of production have continued to rise in agricul-
ture as in other industries. The Minnesota Department of Agri-
culture estimates that dairymen's costs of production have 
increased by 39 percent in the past year. Of course, the price 
of many inputs has gone up, but dairymen consider them lk/feed 
ratio to be one of their best gauges. The ratio tells h many 
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pr~ c s, however, c.ould not fol low normal adJ u t 
ue the tremendous increase in imports of nonfat 

il} i ust 1973, butter in ~ovember 1973, and chee e '11 
1 7 decision to import dairy products at a level 

over abl 1ed quotas was quite possibly the single mo 
armful contr to present pricing problems. Thus, an s-

1a their markets will not soon be flooded with un-
_ces ary im rte will go a long way to~ard restoring confidence 
ong dairy 

However, at the present time farmers all over the count 
are losing money every time they sell 100 pounds of milk. Unl 
they are assured an adequate price for their milk, through in-
creas port levels and floor prices, they will undoubtedly 
continue 11 their herds and u e poorer quality, less expen-

·ve feed -thu tting production per cow. Milk production is 
no about 4-1/2 two years ago. There is the threat of a 
ma or milk shor L l coming months. 

An increase in the price support level to 901 of rity 
ill protect dairymen, especially in the Mid-West, who we rely 

to provid the major supply of non-fluid milk which this r tion 
ne.!ds. 

At the same time, tting a $7.50 floor under Class I milk 
tual necessity in the fight to get the dairy farmer out 

o. ed and to ultimately maintain a dependable domestic 
supply of fresh milk. 

Implementation of these three measures will accompl h o 
thi . First, it will help dairy farmers avert a financial 
cri is. , second, it wil~ provide a psychological bo t tha 

. ho will convince dairymen to stay in business. The ultimate 
result ~ill be the assurance of a dependable, relatively inex-

1ve and wholesome supply of dairy products. 

* * * 



MEMORANDUM FOR THE PRESIDENT 

From: w. D. Eberle 

DRAFT:10/16/74 #4 

Subj: Dairy Import Quotas and Countervailing Duties 

Background 

Dairy producers have for some time been unhappy with 

Administration policy, particularly in regard to domestic 

milk-price supports and dairy imports. 

On the trade side, their unhappiness began with the 

periodic emergency actions taken in 1973 and 1974 to increase 

dairy imports for anti-inflationary reasons as recommended by 

the Cost of Living Council. This unhappiness surfaced in two 
0 

areas: Senate deliberations on the Trade Re~orrn.Act; and, 

separately, the Federal Courts, where dairy producers pressed a 

1968 complaint against the Treasury Department to force counter-· 

vailing against subsidized dairy imports from the Ettropean 

Community, as required under law. 

Rather than face a political ::ihowdown with the U.S., the 

European Community warned that a t1:ade war could be in the 

offing but· agreed to a temporary suspe-nsion of dairy export sub-

sidies to the U.S. This temporarily removed the pressure for a 

court action against Treasury. 

In the meantime, the. Administration was working with the 

Senate Finance Committee on the Trade Reform Act to gain adequate 

discretion to negotiate longer-term solutions in countervailing 

duty cases. Present law, written in 1897 provides no Executive 

discretion. Treasury avoided countervailing only DY delaying a 

determination on complaints .. 
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Administration officials have negotiated a delicately 

balanced settlement of dairy countervailing duties and Section 

22 quotas in the context of the Trade Bill, worked out with 

representatives of the major farm and dairy organizations and 

the Senate Finance Committee. {Section 22 contains the import 

quota provisions of the Agricultural Adjustement Act of 1933.) 

Commitments in that settlement are consistent .with the CIEP 

decision to preserve maximum flexibility for Administration 

actions in order to help prevent trade wars from developing with 

other dairy producing nations. The compromise package is 

summarized in Attachment A. 

Dairy producer groups and the Senate Finance Committee have 

accepted this package as a reasonable -compromise on dairy trade 

policy. However, they remained worried about possible future 

emergency actions {for anti-inflationary reasons) to· liberalize 

dairy import quotas. Your speech in Kansas City, promising 

consultations prior to any future quota liberalization, sbould 

allay this fear. 

Alternatives 

Option I No further action now. 

Follow existing trade policy; continue discussions with 

the E~ropean Community _ to try to avoid a trade war. 

Option II - Institute formal countervailing duty action now. 

Requires the u.s. to impose countervailing duties 

immediately if the EC resumed export subsidies, and would not 

permit any opportunity to negotiate a solution. 

Inflation Statement 

The option of immediately countervailinq ~hile keeping 
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quotas results in excessively high U.S. dairy prices and will 

subject the Administration to criticism that it is working 

against its own anti-inflationary program. 

Discussion 

To go forward with countervailing duty action now, without 

simultaneously announcing Tariff Commission examination of 

Section 22 quotas, ensures a political confrontation, since a 

number of European Ministers would consider such action a direct 

threat to their own political positions. 

However, any quota liberalizatio~ would offend dairy producers 

~ho consider Section 22 quotas important to their welfare. Thus, 
. . 

any domestic political gain of ccuntervailing would be offset 

by domestic criticism of Section 22 liberalization. Moreover, 

any commitment to aid the dairy industry is likely to be criticized ,., . 
at this time. Also, your principal advisors agree that to 

proceed with an open US-EC confrontation (without quota liberali-

zation) is likely to cause the EC to retaliate on other American 

agricultural products, such as tobacco, citrus, and soybeans. 

This in turn would split the farm organizations and lead to 

indeterminate, but probably negative, domestic politica~ effects. 

Recommendation 

That we proceed on our present course: no formal action on 

countervailing duties, and your statement on quotas. The following 

officials agree with this course of action: Kissinger, Simon, 

Ash, Eberle, and Cole. Butz agrees in principle. 

Approve 

Disapprove 



ATTACHMENT A 

Component of Settlement Accepted by Senate Finance Committee 
and Major Farm and Dairy Organizations 

The compromise package includes commitments by Treasury, 

my deputy (Harald Malmgren) and the Administration. Attachment 

B includes a memorandum and letters from David -Macdonald, 

Assistant Secretary of the Treasury and Harald Malmgren, Deputy 

STR, to·senators Nelson and Mondale. The commitments involve: 

... elimination of the House provision which allowed the 

Administration to withhold countervailing action if 

import quotas were in effect· 

... new assurancesJ to be supplied in legislative history, 

that the Administration would not implement major 

quota program changes resulting from.international 

negotiation withou~ positive action by Congress, even· 

though the Administration presently has considerable 

flexibility under existing law 

.. ·.elimination of the wide-open House provision that the 

Administration could withhold countervailing d~ty action 

in all fields for up to four years, and repla~ing this 

provision with a new, very tightly circumscribed , . 
discretion provision. 





BACKGROUND 

CONFIDENTIAL 

OPTIONS PAPER 

DAIRY TRADE ISSUES 

On July 12, 1974, the. EC suspended· its subsidies on 
dairy exports to the U.S. for 90 days. This action was taken 
to avoid the imposition of countervailing duties by the U.S., 
an action the U.S. would likely have been forced to take as 
the result of a suit brought by the National Milk Producers 
Federation. On July 16, 1974, the District Court granted a 
120-day stay in the case. The plaintiff agreed to the stay 
with the stipulation that, if the EC resumes the subsidies 
during the period of the stay, the Treasury will issue 
immediately a countervailing duty proceeding notice and will 
make a determination within two weeks thereafter whether such 
payments constitute a "bounty or grant." 

The suspension of subsidies by ·the EC has put EC 
cheeses in an u~fair position vis-a-vis, cheeses from other 
countries which maintain subsidies. Also, the suspension by 
reducing the competitiveness of EC cheeses vis-a-vis domes-
tically produced cheeses will relieve present and potential 
pressure on our price support program. 

DISCUSSION 

The August holiday period and the fact that the 
suspensions are in effect for 90 days makes it highly unlikely 
that the United States will be required to take any further 
action with regard to the EC in the immediate future. To 
prepare for the fall when the effect of the suspension may 
begin to bite on EC cheese trade, and when the EC will be 
deciding its action after the 90-day suspension, Ambassador 
Malmgren, Deputy Special Trade Representative, has already 
begun discussions in Geneva with Theodore Hijzen, Director of 
EC Trade Policies. These discussions will be continued in 
September. If these discussions are not successful.in coming 
to an agreement,. internal EC pressure · could result in overt 
retaliation or fndirect countermeasures -which could 
seriously hurt our broader agricultural interests. 

I 
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EC officials know that discretion ·is provided for 
in the TRA pending before Congress. They assume the 
Administration will fight to retain maximum discretion and 
work within that framework. 

It is possible and indeed likely that the • 
Treasury Department may receive subsidy complaints which 
could result in countervailing against dairy export subsidy 
practices by other countries. 

OPTIONS 

An interagency meeting was held on July 23, 1974, 
to sound out the opinion of the various agencies 
concerned with this matter. The principle issues 
addressed were: 
(1) What should our short-term position be with 

respect to emergency quota action? 
(2) What issue should be addressed to the Tariff 

Commission and when? 
(3) What action should be taken with respect to 

non-EC subsidizing countries? 

I. Prior to resuming discussions with the EC in September, 
the U.S. can: 

A. Take no action. 

Pro: The EC would prefer that we not stir up the 
issue and get other subs~dizing countries involved. 

-Con: We do not have a good bargaining position with 
the EC in September. We lose the opportunity to 
involve other subsidizing countries with the 
intention of eliminating all dairy export sub-
sidies and rationalizing trade in dairy products . 

. B~ . Take emergency action to increase or reallocate 
u.s. dairy import quotas. 

Pro: We could compensate for the EC's price dis-
advantage on some cheeses by increasing their 
quotas on other dairy products thereby relieving 
some of the internal pressure on the EC. 

I 
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'CONFIDEN I IM. 

Con: There does not appear to be sufficient 
justification as required by law to take this 
action. Any increase in quotas would further 
disturb the U.S. dairy industry. 

C. Initiate discussions with non-EC subsidiz~ng 
countries with the intention of convincing them 
to cease all direct subsidies of dairy products. 

Pro: We improve our bargaining position with the EC. 
We take advantage of an opportunity to rationalize 
trade in dairy products. 

Con: We risk the political displeasure of those 
countries not interested in ceasing their 
subsidies. 

D. Request a Tariff Commission investigation for the 
purpose of increasing or suspending Section 22 
quotas on dairy products. 

Pro: There is general agreement ~hat a good case can 
be made for lifting quotas on specialty cheeses 
(blue-mold, Edam and Gouda, hard Italian-type). 
There is some possibility the quotas on cheddar 
and nonfat dry milk could be increased. These 
quota increases would benefit the EC. To be able 
to say that the Tariff Commission has already 
begun its investigation would improve our . 
bargaining position with the EC in September. 

Con: It would irritate the American dairy industry 
which would then have less to lose by filing 
complaints against non-EC subsidizing countries. 
(See Section II on Tariff Commission . Investigation.) 

E. Initiate CVD action against other subsidizing 
countries without the existence of any formal 
complaints. 

Pro: The point would be forcefully made to other 
countries that now is the time to re-think dairy 
trade policy. The EC would be pleased that it 
was ·not being discriminated against. 

- 3 -



CON'l'"IOEW.PIAL 

Con: We would undermine the credibility of the 
argument used in all major previous CVD cases 
that the United States acted only upon the 
presentation of formal complaints. 

We would be seen taking a "political" ~ction in 
a field where up to now we had consistently argued 
action was only taken under judicial pressures. 

We would be seen wielding the CVD law as a 
protectionist tool in a situation where our law 
does not conform with international guidelines 
because of its lack of an injury requirement. 

We would run the risk of setting off a series of 
thrusts and counterthrust retaliatory moves which 
could undermine the chances for the MTN and, in a 
broader sense, add a further element of insta-
bility to an international economic structure 
already seriously burdened .with problems stemming 
from the rapid rise in energy and raw materials' 
cos+-i::. 

RECOMMENDATION 

Prior to resuming discussions with the EC in 
September, it is reconnnended that the U.S. initiate discussions 
with non-EC subsidizing countries and request a Tariff 
Commission investigation. If these two actions are taken, 
the U.S. will be in a better bargaining ~osition. First, the 
U.S. can tell the EC that we are well under way in our dis-
cussions with other subsidizing countries to convince them 
to drop their direct subsidies thereby removing the current 
disadvantage of EC cheeses. Second, the U.S. can tell the EC 
that the Tariff Commission investigation is well under way with 
the expectation that the findings will result in the increase 
or suspension of some of our dairy import quotas. If the EC 
restores its cheese subsidies, the U.S. will be forced to 
countervail, a sequence of events which could easily escalate 
to further unfortunate actions. Thus, it is in our interest 
to convince the EC to continue its suspension of dairy export 
subsidies. In return, the U.S. is seeking to eliminate the 
current EC disadvantage by convincing other countries to 

.COHFifl:BH'fIM, 
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discontinue their dairy export subsidies. Also, in return, 
the U.S. intends to allow increased imports from the EC in 
other dairy products to compensate the EC for its expected 
loss of trade in certain cheeses. 

II. TARIFF COMMISSION INVESTIGATION 

Modification or suspension of Section 22 quotas 
a prior investigation by the Tariff Commission. 
scope and timing of that investigation have the 
options. 

Scope· Option #1: 

requires 
The 

following 

To investigate the impact of the removal of subsidy or 
countervailing duty action on all dairy products. The 
Tariff Commission should be asked to conduct its inves-
tigation in the context of two possible situations: (1) 
a continuation of the current situation, but with con-
tinued suspension of EC subsidiz.ed dairy produc;=ts, and 
(2) a situation where no countries are subsidizing their 
dairy experts to the U.S. 

Pro: To get as complete a picture as possible on the 
total impact of subsidized dairy imports on the 
domestic economy. 

Resolve disagreement on which dairy product 
quotas can b.e increased or . suspended. 

Con: The Tariff Commission may find it difficult to 
complete an investigation of this magnitude within 
the desired time frame (to coincide with EC talks). 

Scope Option #2: 

Assess the feasibility of a variable fee system and 
any other mechanism as alternatives to the quota system. 

Pro: Determine. which system fits the needs of the 
domestic economy. 

Con: . Same as con above. 

eONf'IflEMTIM. -
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Scope Option #3: 

To give priority to reassessing the dairy quotas for 
those specialty cheeses supplied largely by the EC. 

Pro: Provides a basis for granting relief to the EC 
if necessary. 

Improves the bargaining position with the EC. 

If quotas were removed on specialty cheeses and 
subsidized exports from non-EC countries flooded 
the market, U.S. dairy interests would be likely 
to file CVD complaints against the subsidizers 
allowing a subsequent broadening of the Tariff 
Commission investigation. 

Con: No specific problem. 

Timing Option #1; 

Recummencl~c1 that the Tariff Commission begin its 
investigation of possible modifications of the Section 
22 quota system now on the basis of the EC action and 
the possibility of CVD complaints being initiated 
against other dairy export subsidizers. 

Pro: We have ·only 80 days in which to find a workable 
solution to.the problem. The Tariff Commission 
needs time to gather data, etc. We can furnish 
information on any other CVD action or subsidy 
removals as and if they arise. 

If we do not begin Tariff Commission work now, 
we run the risk of. not having any alternatives 
in hand in 80 days' time except to impose 
countervailing duties and being subject to 
possible EC retaliation. 

Early initiation of Tariff Commission work could 
permit us to take the equivalent of "emergency 
action" on specialty cheeses of particular • 
interest to the EC. 

etJNF'IDENTIAL 
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Con: E~ action alone is insufficient grounds for 
requesting a Tariff Commission investigation. We 
need CVD action against all subsidizers before the 
Tariff Commission can either be asked to initiate 
an invest1gation or expect to come up with 
definitive findings. 

The EC may not consider the removal of quotas 
sufficient grounds for continuing the suspension 
of subsidies. 

Failure to act against other countries could lead 
the EC to charge it was being discriminated against 
with adverse political consequences. 

Timing Option #2: . 

Do nothing and hold off the recommendation to the Tariff 
Commission until or if complaints were in hand. 

Pro: We are under no pressure at the moment and have 
plenty of time to initiate and complete Tariff 
Commission studies if complaints are received 
against other dairy export subsidizers. 

Short-term political advantage with the milk 
industry. 

Con: See pros under option #1. 

The EC will argue that they are being discriminated 
against unless CVD action is taken against other 
subsidizing countries. 

RECOMMENDATION 

That the President request the Tariff Commission to 
undertake immediately an investigation of all Section 22 dairy 
import quotas, including a review of the mechanism itself, as 
suggested above. A draft letter from the President to the · 
Tariff Commission outlining the scope of the investigation 
should be sent to the President with a cover memorandum 
explaining the rationale for the request and recommending 
that he sign it. 

-eOHFIOr:N'fIAL 

- 7 -



The basic problem as I see it is to develop a strategy ..:i-er 

in the immediate future for dealing with the American domestic 

dairy industry and with the possible EC reaction to the 

continued suspension of the dairy quotas fo"0 in cas~ of their 

reimpositio~ a countervailing duty action by the United States. 

Until no~the EC has been pretty quiescent on the subject. -!Chey 

..have ferhaps their quiescence will end come the fall when the 

EC leaders are reinvigorated from their surr~er rest or the 
Cl,h..e 

remaini?g dairy licenses dry up or~used up and cheese that would 

ordinarily be destined for the United States begins to be added 

to the EC _sto~k :.,,-7 

<option 1~ would provide no U.S. Government decision, no 

~ariff Commission investigation, no more countervailing duty 

inv~stigations of other countries' subsidies practices until 

-=ehe- at least the STR representative has had an opportunity to 

discuss the matter with the EC in September. These can be 

exploratory talks. The advantage of not having a Tariff 

Commission investigation before exploratory talks with the EC 

is that although· we can ~ave a great influence over a Tariff 

Commission investigation we cannot determine its outcom:Jand 

it is possible that a Tariff Commission investigation will tie 

our hands. Also1 if the EC is threatening retaliatory action 

either :::wert or covert which could seriously endanger ·our 

general export interest~ speci~ically our agricultural trade 

interest, we could then be in a position to take emergency 
l 

action. .The emergency action can · be justified both on the 
I 



basis of the necessity to protect our other agricultural exports 

~nd the plain and simple fact that the EC is at a disadvantage 

/ vis-a ... vis other -count:ries-:vis-a-vi-s--eompeting cow1tr±es-- countries· 

--which compete with their dairy with~ cheese exports but are 

not subject to subsidies. ~ econd alternative would .be to 

immediately request a Tariff Commission investigastion. This 
.v' 

alternative is also based upon the fact that .there /no repeat no 

countervailing duty investigations on other countried export 

subsidies. The Tariff Commission investigation should be 

completed within four or five months and can be based on the 

possibility of increasing EC cheese imports based on the· fact 

that without subsidies they are not likely to materially 

interfere with our domestic support program. During our 

exploratory di°scussions with the EC in September, we can explain 

that ~Tariff Commission investigation is going on and we will 

act as soon as feasible thereafter. The advantage of _this 

approach is that the onus for increasing quotas falls more on 

the Tariff Commission than on the executive and i~ -ru,::c 1-~ ,l.¥-

therefore_, less likely to raise the eye of the ma~y dairy Senators 

and Representatives in Congress. Alternative three is based on 

the assumption t:h~:t we wi~ that the Treasury Department will . 

have instituted countervailing duty investigations of all dairy 

subsidies either as a result of automomous dairy compl~ts by 

the dairy industry or encouraged export subsidiesy complaints by 

· the dairy industry. In such a cas·e, it is a foregone conclusion..-/ 

and Agriculture has _agreed)that~-4me-the--4'ir.'E¼-f.£ 



..(;emmisslan- at the time the Treasury Department b~ings its 

countervailing duty complaints -i-t:---8-heu-l:d at · the same time- • 

the Tariff Commission should at the same time begin a Tariff 

Commission investigation. We can then assure the EC that the 

discriminatory .affects _of them -being the only country to have 

suspended subsidies will end perhaps soon after September 

perhaps October or November. The Tarfff Commission could well 

deciae after it has completed its _investigation that most of 

the Section 22 program and particularly those quotas affecting 

v dairy can be lifte4 and those quotas affecting cheese can be 

lifted. The fourth alternative is to do absolutely nothing. · 

This alternative involves the~ involves waiting until September. 

If the community asks us to begin consultatiom, offer to do so 

but point out that our countervailing- du-ET point out that export 

subsidies are not acceptable practices on exports to the 

United States and also take the tough line that our Section 22 

program is sanctioned by GATT and-does-not-and does prevent 

material interference with our price support program. We can 

point out to the- EC that our system for dairy is still probably 

more liberal than their general CAP. The advantage of this 

system is that it will present a strong position for Congress 

·and the U.S. Executive 

enactment for softness 

will not be libELJ.. to cr.i ticism for soft 
' ,,<;-~- (~ 

in the dairy seet-ion. • It will increase 
. . 

the possibility of passages of any trade bill _favorable to .:&he-, 
giving the Administration more ! discretion,in the trade field. 

0... 

The disadvantage, of course1 of ~his approach is it is libe°'l to 

lead to a trade war, retaliation by the EC, arid perhaps even 
i 



spill over an~oison our political relationshi~with the EC. 



*** 

*** 

September 6, 1974 
DAIRY AND COUNTERVAILING DUTIES 

Major chv.nqes • in the ·concept of the· c·ountervailinq sect isms 
of the 'i'r~;.c:.c T-: 12fo!7.1 i'.ct have l.:cer, j_ntro_('..1!£~1, j_n_thc Sencn:e 
Finance Co~~ittee and tcnt2tiv0Jv accent0d bv the A~min:~~-a-

• tion. These changes are all desj~d~-to meettfie-special 
problems of the dairy industry, but without fundar.:ental 
dumage to tr.e broader trade objectives of the Administration 
in relation to other agricultural sectors and industry. 
These changes include: 

.. .. 

. . . 

elimination of the Hot:se provision which allm·:ed 
the Administration to withhold countervailing • 
action if import quotas were in effect • 

new assurances, to be supplied in legislative 
history, th~t the Administration would not 
implement major Section 22 program changes 
resulting from international negotiation without 
positive action by Congress, even though the 
Administration presently has tonsiderable flex~-
bility under existin~ law 

eliminrition of the wide-open House provision 
that the Administration could withhold counter-
vciiling duty action in all fields for up to four 
years, anc1 replacing this pr9vision with a new, 
very tightly circumscribed discretion provision. . . . 

Why is any discrctio~ necessary? The Adminis~ration points 
out: that the European Conununity already faces"quotas on 
entering the U.S. market, and·considcrs countervailing 
action on top of quotas as protectionist overkill. _Resti-
tution payments, or as we cal~ them, export subsidies, 
are a fundamental part of their agricultural system, re~ 
lated directly to their dairy price·support levels as our 
quotas are related to our price supports. They are able 
politically to negotiate their export payment program in 
the context of overall trade negotiations and/or in the 
context of a new international solution to the world dairy 
trade problems many countries face. But th"e EC is not 
politically willing to give up its whole export payment 
system unilaterally, without a broad negotiating cover, 
and is prepared to fight the U.S. to protect its political 
position in relation to U.S. farmers. 

The EC has offered to be reasonable, by suspending the 
present export subsidies as of mid-July, and has offered 
to discuss longer term solutions. They have also warned 
they will ;:.ittack other American farm interests if the U.S. 
is not reasonable in its approach. (They can retaliate 
in many ways, without necessarily harming themselves poli-
tically or without acting illegally e.g. in tobacco, 
soybeans, canned fruits.) 

.. 

R 
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In sum, the Administration wants to avoid a form of dair:z· 
action which will lead to damage to other farm interests, 
but the Administration negotiators are determined to re-
duce the pressures of unfair subsidies on the American 
dairy market. 

The Administration a~so wants to negotiate a basic improve-
-men~ in the international rules and practices regarding 
subsidies ~nd countervailing duties, in 6onnection with 
all of world trade. This is one of the major objectives 
o( the Trade Reform Act. To negotiate effectively, the 
Administration wants a degree of leeway in how it conducts 
countervailing duty policy during the period of upcoming 
negotiations. 

*** How would this• di•scr·etion provision affect dairy? Right 
now, EC subsidies have been sµspended.~ 

... If these subsidies are resumed in the pres0nt 
situatJ6n, Treasury will definitely countervail. 

If the new trade bill becomes law, and the EC 
resumed subsidies Treasury could theoretically 
withhold countervailing acti0n for up to six 
months. ~ However, Treasury hhs ·assured me they 
wil"l not exercise this discretion if the EC 
simply resumes doing what it did bef;;rc without 
substantial modification of its export program 
as it applies to the U.S. 

If the EC proposes a major change in its export 
program, such as estiblishment of a minimum 
export price program for the U.S. market, the 
Executive Branch would engage discussions with 
the EC to determine whether an adequate remedy 
could be found for the transition period during 
broader trade negotiations. The adequacy of 
this remedy would be subject to Congressional 
review, and therefore subJect to the dairy 
industry's review. Th~ new draft provision 
would provide £or a Congressional override (by 
either House or Senate) if the exercise of 
discretion by the Executive Branch was based 
on an alternative remedy whi6h was judged to 
be inadequate by the Congress. The Administra-
tion, knowing this possibility of override exists, 

* Some prefixed subsidies, set before mid-July, may still be 
operable, but time is rapidly running out on what is believ ed 
to be a small-scale problem. 
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would have to work closely with the dairy industry 
in any of its negotiations on interim remedies for 
dairy imports. Moreover, the Administration has 
assured the Congress it will voluntarily consult 
with the dairy industry on any negotiated transi-
tional compromises. 

avoidance of damage to other American farm interests 

development of a new, cooperative, continuous 
relationship between the dairy industry, Congress, 
and the trade negotiators ' 

avoidance of fundamental damage to other trade 
negotiating objectives of the. Executive Branch, 
and avoidance of undue delay of the·Trade Bill, 
which is vital to a wide range of American 
agricultural as well as national inte~ests. 
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Th~ nono~ebl~ Gaylcrd Ne~5on 
United Statas ··sonato 
W3.!::hL.-:;ton, D.C. 2C'.:iJ.O 

Dear Snnator Nelson: 

-
October 2, 197 ~! 

You hnvc as~•:cd :1bout the nt.atur; of an}' dJ.:,cucsi0?18 ho-
tween of :i:icials of the U. s. gov.:!r~:ncnt <1n1l the;? EurD,?t?!~n 
Cc:~:i:.unit:y .::,n rc9a:nl~ the re~olut.ion of t .he probJ.0.ra of B.C. 
i't:,.{ry c,•·---o""t '"'t,h•'.·•1'c·1~ 6 "' T,>J'-r..11 t:··e E C ••ur•pc1·1'.ir.,j .. ~t"' .,,., • .-..L.J.'-u~ .. - .. 4' .. .!:,,. - -.# __ .:.; ..._,_, ... ,,. ,, ,~ .,. • .... ; ... ~. ,... .. -'-- w ,.~...,1.,,-

tution r•a::,ri:ien.ts, '::.'rec1.::.:ury ~nd the. court tlctcrr.1incd th.?. t r-10 
furt~m: •rrcasi1ry action ,ras called. for under tho~c circ· .. 1m~~ 

• stunC<::S. The E.C. h~:; .:1~.J:cd Whilt would ·be done in t~c Cutu:;::-c 
in th~ light of po3~iblc changes in the lnw (upder revicion~ 
in~orporatc?d in the 'I'rado Hefor1::1 ,~ct), and He ho.ve md.d that 
we t,hnll :1c.:.vc to ,:a it to ::;cc \.;jrn t tho Congrc~::; \-:.i.J.l. prov id.~. 
I c~n ~ssurc you that thAre havo been no private or public 
agreomcntn rcgardini:1 i:cr.:olution or tho prohle:n~ m:i~inCJ out 
of th1~ p0n<.1:i.ng cNmt·c,r.v~lili.ng tluty ·cnrH~ in rclatlo,n to i1~,}~rtz 
fro1-.:i 1:ho E".C. :tn particular, \•;c have not nw.de any asr.ur.anr:c:.:i, 
or C!Vcn rc . .if:.c<l hope9, of c:tny .1djuzbnent:J in the dairy ir:n_.)OI."!:. 
quota rdtu.J.tion :l.n conni.~ction with the propor;cd compro,,1i;:;c 
package wh:i..ch f,.;.i.'.n. n.rnl you ~n.:1 S,.matOl: !'!ondale have: l.,.~cn 
<liscunning. The co:::1pro;:1i!~o pac:-;.agi:=!, nc rn.! havr; ou t:.li;1cd it· 
to vou, co!11posc!d. of thG attachr::::d :i-~:-::or.:mdu:'.i ard cb:;ift ?:cea;;urv 
l(?ttcr, represents cl com~,rchca~~ivc clppro.:\ch l:o mcctincJ the -
npccial problems or the duiry indu~try. 

J!orcc,vcr, tbc S!·.1ecia.l Trade ncprct:cntativc' Office 
would not recor.-:r.1~n1d lmy c11t~nge~J in quote.ts in ccmn0ction. with 
tr.:idc . policy ,.;~U:1!0ut prior:- con~;ultation -;dth y(:.u n:id the 
1·e ......... (>C-n--1-~ ....... , ..... o.c t'1 ··· ('~)·r"'{ -!•~-•u"'tr•, ,•l1·,•·,...v~~- ,... ... ]A el;..· .. c11tc - ,,_, ... -•'-1-'- •-t,; .. \_ .... .,,::;~, .J.. J 4l..&. • .. -·•'""' ..:. "r .. ..... "'"~ ""' .. 1.1 .. ..:... • _, ~, ..:• 

of such i.:. sct:tlc:-:1cnt in~of~r li:J they affect dairy farn:c.rs. 

\-ihicil !:"esul ts f rem oux cor::::on 
with ,;b:tch l70 c,u1 live: tmd to 
cc-nf erence i.f it i~; ngrecaLlc:: 
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1 r('co::~ni~:S! tr..c rc~.l rrobJ.,:,::13 c>.nd ;,·pcc:i.Hl circ~r.:'3t~t!1cen 
of th~ dn:i.ry i:1duscr.y. It is in relation to tn:i.3 rccc1::ini.d.on 
of tho problems, and of you~ o~m conccrna, thnt we h~vc raade 

~-jo- rcr~-~ ho t~~10-· ~1,L·~ rr·cc1·~1 ~~~ro~c11 ~n~li'ng C..\ "•"''""- J.. -..!J~ 4.'-,'J.,. '-- \.,, • -4.L .._ • 4..- & ... ;, V _J '.4 C.t.!;;.IJ':' .,_,.,_ • 1i,,..V L...-\,.,1,. "-~ 

•+-• •• J • .r \, •<( ... " • • ,.- .,_ tl .. ,n._,1 ;_>, :'iODt: l..i.•.:! -~CZ! .;.c pro0 .... i::-a _\.'l.~nouc pr0J~Ul.CC 1..0 -:.c J.lli:Cr::?S'..:S 
of ot:1eJ: 1'~1(•'\'..' .i.c::.n f.;,.r; .. 1crs or to ou!'." natior...::1.l eco:nc;nic intt:~r~.:; :::-; . 
This i. .... tt,.;!r poi.i1.t i~ ir.r:-;o.t'tu.:1t ccc~rnsc we c1.re Vt:.T.'l 1r.uch cone,:;~::.:..::.. 
with i!hc r.e~<l to ;1voi<.l po!;:-;iblo i::;pillovor cf f0ctr; .. on other 
A..:crlcan econoi:iic i;:itcre,~t;~; , particulnrly agricultural inte:rest~-;, 
of a confront~tion •.;i th our tx-a<lln~r partners . 

HB!1alrngren/ e hw 
Chr.on , .Rcading , Off:i.cia l 

' . 

•, 

• • 

Sincerely , 

Uarnl d n. Malmgren . . . .... 

,., 
i' 

. . . 

. . 



Octolrnr 3, 1974 

. :r huvc~ br.:c-n r~n}:cd for t:1:~ vim-rs of tl10 'l'r0-:'!~ury 
Dc!n.~rtPcint cm!c.:crnil:·.~r hew r,ropo.,6c.1 ~J".i:mi:r:1cnt~ to tho 
countcrv:d 1:!.r.g ,:nty 1,fr..' rels.·;·.i:1g to a ll;'.1itcd condi-
ti.onnl ciscr,?i:.io.n~r.-.1 t!.n~wri t~.' :i..n tbc fl'rc~sur::l D,Yp~rtr~~nt 
11ot to t1;.°)Pl:1· cou.nt-~nruili;."}~J cl1t-.ics durlnr; tht'} IJC:riod of 
ncgotintio;.1z m1e:.cr tho t;::rado nefo!'m ;\ct r:d,Jht afrc:-1ct th.a 
pimc1in<J :'r,::::r:.sury invor.;ti(Jn-cion of d.:\iry h,por·t;::: fro1~ tho 
Zurop~:a:1 Co:1,1:11.mil:y ~r.d w!u1t fliturc action cl:1.n h'-1 o:•;pect~d 
regarding t.his cnse. 

As :tou kn.ot-.1, we ura co;-i.r:d. tted. to procc0din~ mmc-
din.toly unc!t:,r t:hn cotmtcrv:dl:!.u~1 ('!uty law sl~ould tha r;c 
rej_.r:.!:t:.itu.t.z tho e.:.:pcrt pny:r..:m.i::n or.i il.:iiry, prcduct:; they 
ou!Jpcm.1ed on J_uly 12 on crleCti(! t,nd· prcvicunly on ot.hcr. 
r,rodt~ct:o. I do not hclio .. ;n tl!~t thiB cor11mi trn~nt woula 
be .:1ficctcd in r...ny h.;,y by on.:.,ctmcnt of ;yny of: ti)l:! m:,cmd-
2::cntu ~o tli0 la·,., _no"..1 boihg cc,:1tcmplni:cd by tho tanutc 
Finance Co;:,1~i t-t;cc,. 

l'.n).r u.-!:f;cnpt to c.void or de.lay th~ ir-1po:.zi t:ion of 
countc::rv~d.ling c.utio!J by the nort'! subti~rfuqc of ~.ub:Jt.:i.-
tu'--«ncr o•)r,.· ; i1.r-"11t·1 •·... ..·ro.,..,..1:-~·,. .::,.,.,_ ""'ot1 1c• :r. ;,.; th , ... ,..., <'! { c1"' J 'r-f,.. .. \.. ,ii J. ..... - -~.- •vL! 1..,., c;.• ...... J.1.., ... ~\ii• ., __ , \--- "'• "--'-• .,, ___ 4,1,1._ 

icant; di.f.fc;J:cv.ccr.; b~t.~,~er..m tl:a ~ci::o, \-:oulu, in ou:: o;:-,inion, 
ho '"'"C'-.•·c~ ~" t~·---c1·n '-"-n "bo .. ~-,-c"-r,c:r.J' },,;c1 ~-• ..,. ... (., ... ~- l'>"\""· '.>.':'"ll-,.., ..... t-J.·1-1.._·""' 1 .. 4 -••--'•'-J• \.,-,,,,,'\.;,. L.!. v,# .'.\-:';...a. .. .,.Ja._,. "'•• .. l•J"-'-- .... .,,/•·rf_,, .. \.--,_. 

hatl been :r.:!:=ur-1r.:c.1. In thiH event, il rap;..d dct£:r.-r.~in;ttion 
coulu l.,0 J,:&<1fJ \.;i thin t."'1e tJ.rnn 1.i~i tr; ~ot for. th ih t:ha 
J~?lY. 13 nt:tpu1nt.ic,n b~tvecn th~ 'irl:!a~uxy ,u1d ;~he co!:~plain-
ant- in the r~c dairy C.:l!:lOa 

Should the 1:uropcans p:o~,ot:o to put .'bi plt..cc n new 
c~:port polfc:...., or 1:.ro~;r~m, ~n v.ppr.:!ist1.l of the f:1ctuaJ. 
situation '\:ol!ld 1;.e:cd to ;-;a :::.;."-!.le: nn(; r.'latc!1c.c1 to tb.~ crltcria 
1.1~t fo:,:th in tha le.:,;, .u1 <'!.r~cnd.cd.. r;uc!1. ni1 a~;9rai£al ,;ould 
be: giv2n hi!Jh rri .. ·ior.:.i.t~l • Asi!.n~1..,ihg thiH new :::c;-:ci.;;.G \:c-rc 
fou~-.:, {,o C0°''"r"'1.0 

... t,4--·"' .,. h,...'l\')t'{ 0.,.. CJ .... - •• t .. ,.; f-~ .. .f"' ~-•...,,.. ,·-~;'\n..:n~ ••U "-" .J .,..,....,:1..... '-"'"'-. ... -«r.-r. •V,. .1.. _.&.-:::..~t• 17.,_W,_...,. \-J••- ...... , .... • ..,,_ '"'J 
or tha c:ct::n.t1.:?rvc:.ili:-:':f cut·/ i~u, the EC H0uld he r-C!f{ui.rcd 
to t.akc stc~,a to ~mbstn.i1tially rcdttce or clinli11.£l_te ti.w 

C 
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f"•r; . .. ,.;t:._, (.~: -=.:i:-\ rJro-;:r.~;.r.1 Vi\ u~~? u. ::;. <l0.l~t1' iri,:'".l~tr::t to ;:w~oit~ 
t ;~~ ....... ;.,s.~-- -·-·· .. ~,r o;:;:r~~.i:.!:i!'):i ...... 1~t.ic:1c1l t-~l~t:.:l.e~.. ':~i.-~! 
fi~ .. --~i!1cr rel ;-.:t.i~q to t:'1.o~;•.:! ~;tt.~~~r-; ,:--ot~ld ?ju 1:·-~uo c .;,l\l ::ft~r 
""'t·-.., , .. lo••:, ,-.<-.1· · Pll--•,-i-~ o·, .. 1·v "•h,-,, ,--:-"r•cut~ ... .., ~,r-,,,•1~;;-·,~::.: ,.._,_, v- : - ....... ..._. · ~.:.., ~ '-"' ........ :. . .... 1-1, u .. .... 4 .. ._ .......... _ -""-· . ,1..(...\,1, -·· .. ,A.,_,. 

Qe:;~~~;;tic i:_.;; ...... :; .. ;:r;l c.:~i,1 c~:,!:ccr:1,;- ,l t ~~~=--;tr-::r::, • CJf Co11:--;~~zs e It 
'\•r,·,'? ... ,..,.,.,~ .: .... \...,~ c 1 •--,•-"·1 ,.-:._,.,.,- ,.il.,.~. t""'. t·---.•ohl•··~·· Ge ... r ,V:....!. ... \ •~-\;;;"'--- ,,. . .J ;.~ .•.. ,#1#_...; .... .:. •• 1._: ..;,_,.,~•iJ.• '-· '!...!'.- 1 .. ,.;.. ...,J"'- ,_,,,. ~, .. ·.::,, t,;. l>•• .. l• 

p::aC:.u-::Gr!l h:..! L-~<::i ::~,1i.:~tanti~ll:-,.1 l:'<~lit.:v,~d. "1ny c:!r::t.-:~rr.1ina·· 
tion not to lr~pt:1:Jo '1{\ti.it.ional c.~utic~ b-::cm.:~o cf. th~ ute:p:-; 
t:.::!,;en to rt!thw-~ or cli?·d~n~t.~ i.:."-l(: cf foe ts 0£ . th~~ inccntiv1:~ 
..... ,.,....,r.,·,...· •. ,.,,,·; ~· -:..~ .... ".., .... ~,-.. ... J.' n(•r<\ Ol'.1." V "f' ·it "'"!''''"'->'\"CV, ~-:1-~'· t'·r, 1.-•'•'-.;. ... _ .. _. , ... ...... , ..... _,,..,.. c....~;.-~"-"": ·- ........ .._ ...... .a..-.. - ..,._.;.~ .. ,ti.,-\.,,..._ ~. c,t.. .. ~..J 

i::~1.:.os.:i.t:.icn of ::uch G~1tics \•:ci.,ltl r:<'.::ciom-dy jcopardi:!0 tr~C::h 
11-!qot . .i .. i tior,:; m~d t,·cml.J. b'3 LJub:1 cc t. i::o C01~grec~cional ovt:-.:t:ri.:~ 
unt,?r t!~c p1:ovisi.onn of tho ~w:-.cnduunt.. 

I beliGVO that thn propo::;er,i zi.r.ic:mdii~•.:mt ~mulc:t pr.ovide 
'"'11 ,-,.,•c••C>llc1'i· ,,,-,01 -r-o~ .,,.-...,1 ..... •'Jj·,r, "- 11~ ... "'(ru:·,1 1 " ;..,,..,Dr"--.-.,~ 

"-,.JI ... ,,.. ,.. l - I__,. - ..,.. t• .. ~•••"-V · '-•:., \,,.... - '- ,,,_... •.1. -4••?:''- C...,4._.Le, \,. 

ohjc:ctiv..:rn of prct.ccting <lcr.cstic inouctry .fro!·11 forc:i.gn 
unfair 'trn(ic:? :ir.~ct:i.ccs, ,:~dlc at the c.ano· th:<.~ r.,ro~ri.(!ing 
r.mffic.i.cnt f:l<::::.ibility c:1.,rinq the ~'Jcriccl or ncg<itiat:ton. 
'l'he 'l'rcnr.:ury !>~,p.1rtr::cnt ,;ould support .:.n lHJci tion.r'll. ,).1.11.e:nd-
mcnt r:-: .. 1.kiny co~ntci.·v<,iling duty oi:d~rn of'fcctivo· ir:,;r,e:dic!.tcly. 
·'I'l':.at is, v . ..::a.itionul .:lutie~ \:onlcl be irn:iosco. c-ii th~ C:ny after 
puL15.caticm in tb•:l Pcc:.(:Y:t'.11 Rcgi:-;tcr of n f.i.nal nf::'ir:1~ti,:c 
c1<~tcr;!lil1nt.ic:1. T:.d.i; ch~mcro ,-:culd provi:lc for th<! :i.m:1ed.i11tQ 
off c~t.tir:g of: imy bot1nty or g:cnnt bQing ~0nt.owcd on t:hc 
1ncrchllnc.d.t:.c i;-:. .qun~itlon, r.:tthm: than perr.dtt:f.nq ::;uc:1 1"'2r-. 
char~dl:;c to continue to t;ntcr t.he u .. s. free oi? a~:i'ditio!i.rtl 
c1utii:ri for. n r.-i9n1£icant. ·pcrio:l fc>llmlin.g m~ch ;:( fim1l . 
c!ctcl--min,-t tion. 

You ciln he ourc that wlmtcwl'.'•r thi:? m,~:::mc!ncnts to tha 
cou'!-1tcxv~i.lir:ig cJut:t l~w, ~10y will bu applied cu.ring this 
pcrl<JC: in t,uc~L a ;;-1;1y as to pre:,vc.mt injuriO\!B subc;icli~;cd 

• clair:{ imports f :com t;!le . 1: • .n:opcan Cor::muni ty. 

Bincm:oly, 
i's!Dnvid R. M:i.cconnl(l 

... 

'!he J!o:ior~.bl c G~y1.ord !:clr:on 
The I:onon:i:hl(, th1li:-::r !? .. !~on.dale 
United $tatc5 s~nuto 
l:u.chil1gto;1, D. c. 20510 

OS: EOTA: Dm•!acc!onald:r:tln 

cc: Leg. 7d:~n:i.rs, I-tc. Suchr•:an 

.. 



~renta ti ve F:i.1:c1.nce Co~T.i ttee 
Decision on C-:;u:1t0n.-12.ilinq Duties 

--
1. Strike permanent provision allowing discretion to avoid 

countervailing Khere auantitative restrictions are an 
~dequate substitute f6r countervailing duties. 

2. Tim~ limits on count~~vailing: 

within G months ftom filing of petition, tentative 
decision is issued on whether bounty or grant exists. 

within 12 months from filing of petition final decision 
is issued on whether ·bounty or grant exists., . , 

3 . . Temporary provision while ncgotiations·are in progress: . . 
a. after issuance by Treasury of tentative decision 
that bounty or-grant exists, negotiations are entered 
into with foreign country on substrintial reduction or 
elimination of adverse ef feet of the boun.ty in the U.S. 

b. final countervailing decision is.still issued no 
later than.12 months from filing of complaint. 

c. the imposition of countervailing duties ,a~ be 
suspended 

for the remainder of the period of negotiations 
under section 102 . (a maximum of four years if 
dealing with a betiti6n filed the day that the • 
trade bill"is enacted, a shoitcr time in the case 
of all subsequent petitions) 

. 
only if two conditions are met: 

(1) adequate stc~s have been taken to reduce 
substantially or eliminate the adverse efrc.ct 
of the bounty or grant as a barrier to or 
distortion of trade in that merchandise in the 
U.S. foi the period of the ncgotiations; . and 

(2} there is a reasonable prospect that success-
ful trade agreements will be entered into under 
section 102 to reduce and eliminate foreign 
barriers to trade, and to countervail would 
seriously jeopa}:dize the satisfactory completion 
of the ncg~tiations. • 

•. 
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d. · the suspension may be ende d at any .time but must 
- be ended if the above two conditions do not continue 
to be met. 

e. the suspensi"on c1ecisiori is subject to veto by 
either house of Congress by majority·vote, resulting 
in the mandatory imposition of countervailing duties . 

. 4. Where there is a negative determination -- that no bounty 

•. 

or grant exists -- that determination is subject to judicial 
review. If the court determines that, contrary to the 
Secretary's finding, in its view a bounty or grant exists, 
the final countervailing duty order must be issued. -

' . . 

.. 
... 

. .. 

. . 
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COUNCIL ON INTERNATIONAL ECONOMIC POLICY 
WASHINGTON, D.C. 20500 

October 16, 1974 

MEMORANDUM FOR FILE 

SUBJECT: Dairy Import Situation 

The following describes the events surrounding Secretary Butz' 
recommendations on dairy import policy: 

0 

0 

0 

0 

0 

Last week the President met with representatives of the 
dairy industry. While the President did not promise 
anything, he did indicate that he would see what could 
be done to aid the dairy industry. 

In a later conversation between the President and 
Secretary Butz (in which Frank Zarb was present), 
Secretary Butz recommended that the President announce 
two policy actions during his swing through the midwent. 
The two policy actions were: (1) no increase in dairy 
import quotas; and (2) initiate countervailing duty 
action against subsidized imports. 

Secretary Butz made these recommendations from a 
"dairy opinion" paper prepared by USDA. The President 
asked if he could see the opinion paper. 

Frank Zarb took one page of the opinion paper, the one 
containing both opinions mentioned above. He had 
Eric Robinson of 0MB to coordinate the opinion with 
concerned agencies. • 

CIEP, STR, Treasury, and State had serious reservations 
about both the opinions and the process by which these 
decisions were being made. The above recommended that 
the decision be deferred for cabinet-level review 
(either by CIEP or the Committee on Food). Dave McDonald 
drafted a paper to short stop this process. 

----
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In an attempt to resolve this problem, I met with John Hill, 
Eric Robinson (0MB), and Norm Ross (Domestic Council) in 
Frank Zarb's office. It was evident that: (l)the President 
wanted to see Secretary Butz' dairy opinion paper and it had 
to be .forwarded that day; (2) also that there was serious 
disagreement with Secretary Butz' recommendations. Norm Ross 
drafted a cover memorandum to the opinion paper stating the 
reservations by State, Treasury, CIEP, and STR. He also 
indicated that a decision memorandum on the opinions would be 
submitted Wednesday, October 16. • 

Action 

The Domestic Council will draft the pros and cons on the dairy 
import recommendations and have Jerry Jones coordinate it first 
thing Wednesday morning. The countervailing duty recommendations 
will be drafted by CIEP and 0MB, and be coordinated by noon. 
The decision memorandum will be submitted to the President by 
COB, Wednesday. (I will see that all drafts are coordinated 
with STR.) 

Comment" 

(1) The question on countervailing duty is not for or against 
CVD, but the advisability of the President going on the 
record at this time. 

(2) The recommendations for not raising import quotas did not 
create as .much concern as CVD. 

Attachments: 
il: Memo/President, 10/15/74, Cole 
#2: Memo/Zarb, 10/15/74, Treasury 
#3: USDA Opinion Paper 
#4: Suggested Presidential statement 

Copy to: 
Amb. Eberle 
Gen. Dunn 

--



MEMORANDUM .FOR: 

FROM: 

SUBJECT: 

October 15. 1974 

THE PRESIDENT 

KEN COLE 

Dairy Import Situation 

The Secretary of Agriculture has submitted for your consideration 
a memorandum providing you with his recommendations on the 
dairy import situation (Tab A). • 

Secretary Kbainge?. Secretary Simon and Ambassador Eberle 
do not concur with Secretary Butz I s remrrunendation that you go on 
record on the countervailing duty ls sue at thb tune. We will 
provide you with a decision memorandum on the dairy import 
iseue on Wednesday. October 16. 

NER.OSS/ee 
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prepared O~tober 15, 1974 

M~MORANDUM FOR~ THEP.RESIDENT 

• EARL L. BUTZ 

SUBJECT: Dairy Import Situation 

A. Import• 

Background 

The paa.t two ye&Ys,. !or well known .reasons. wertt not 
normal. Durillg this period milk production declined., 
price• ro•e and spot shortage• of dairy product• occU.1"red. 
To deal with the•e reCUl"rlng situations, U.S. dairy import 
quota• were tem:pol'arily increased. The nonfat dry milk 
quota wa• increaaed tm-ough fOUY separate actions in 1973 
by 265 million Between Mal-ch 4 and June 30, 1974. 
lt wa.a lncreaJS.d by another 150 milllon pounds; however. 
only 114' milllon pound• wer" actually imported. The 
cheeae qucta.9 were lnc:reased by 50 pei-cent in 1973, and a 
further lmpori of l 00 million pounds of cheddar cheese waa 
authorized during the £1:r•t quarter of this year. The quotas 
for butte, and butter oil wers increased in late 1973 by 
84 _million pounds, butte~ equivalent. 

The U. s. dairy situation ha• changed radically since the 
ep~ing oi 1CJ7-4J .miumfac:buing milk supplies tuzned upward 

. a• a re•.ut of faJUng fluid consumption. and dairy prices 
fell to ne&l" support level•• CCC began to acqui:re dairy 
product• under the pl'ice au~rt program. Iu mid-June 
I announced that l waa advising the President that fu.rtbel" 
increase• izl the import qaota for nonfat d:ry milk were not 

--
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neceaaa17 ol' advi•able am aaked that no further action 
cm the npo~ ol th. Tariff Comm!aaloa be taken at th&• 

• tlm-. 

Recommendatioa 

OlYea th• cu:rNut dauy •boa~ any tunhe~ 
at thl• time in U,.S. dab'y import quotaJ would almoat •-
ceriamly J'e.-v.lt bl- hiterf~renee with th• D,epai-t:ment•• 
price euppol't l'foSH.m lo~ milll. • No action ehould be takea 
on th. Tariff Commlaaioa 1-eT>Ort at thi• time. However~ 
recognlshl3 the po••ibUlty that dairy supplie• might again 
be tight_ the •ituatloa ahoold "b-e followed and 1:eYiewed 
lA euly 1975. 

». Countel"r&illng Dutiee 

Background , 

J'11y. faeed with tJi. thl"e•t of eountenailina duty action,. 
the Communlt,••which I• by fa~ the !o~etgn 
•u~ of daby pi-oduct•-•mdeflnlt•ly eu.a}Mnded 
on da1zy exports to the Untted ·State.. The ECt' however~ 
re-.rved the right to reiutat. the aub•idie• aft.I' 90 days. 
PJ-tnioa9 c:onuneioclal contracts we~ of ~•e, not aftected., 
and some ahipmenta undel' them are still coming 1n. Bcit 
they &l'e ta}Mring oU and .,fl} ~o be flnbbed. Uthe EC 
reaumee dais-y e2p0n •ub•idi••• the T:reae:ury Depa.ttment 
will react promptly to couatervall. 

Aa fa:, a• oth•• emallet- 1":lppll.Ute%.r'-a coccal'tled.., it a~• 
that aome o.f them aho 8'1b•idi-~ although the £ac+...s &r• not 
entii,ely clMY. The T-,eaau.ry .Department ls cu.rNntly looking 
1nw 80UMt auch c:aJI... tu th• tl\N!ID •• p~e•crlbed by UM law. 

On October a. the Tr-eaamy Deputment lmormed the 
OoYU"mnent of Swluas-laAd and At1atria that a complaint ha• 
h.e!l J'ffelved alleging that elipori• to the u. s. ol Emmenthaler-
a.nd Or11:,er• uom tho•• c.ountrie• ue hceivlng 
bowltiu er grants wttbiJl the meaning of the cowstervalllng 
duty law. A p•elimiDary inquiry i• C'1l"rently underway. 
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Reeommecdatlcn 

The Fnem GoYernment baa the aotbority to mdllfy foreip 
~die• by the lmpoaltioD of addlttonal datie•--ca.Ued coW1teio,-
valllng datie•-~ to the amowit of the aabeldy. Thi• 
Admlnbtratioa 1• pledged to uae that authority. us th. 
Tre&ftJT Depariment baa publicly stated. Thl• action would 
apply to lmporilt o.t •ub•ld1.9ed daiJ"y p:wochu:ta, panicularly 
from the Eluopt,an Corrm:,onity and other W eetern ti':arope&D 
COWltziu. 

cc: Dr. Hallander, CEIP 
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DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 20220 

ASSISTANT SECRETARY 

October 15, 1974 

MEMORANDUM FOR: The Honorable Frank G . • Zarb 
Associate Director for Natural 

Resources, Energy, and Science 
Office of Management and Budget 

• FROM: David R. Macdonald O(Ur--
Assistant Secretary (Enforcement, 

Operations, and Tariff Affairs) 

SUBJECT: Status of Dairy Product Countervailing 
Duty Proceedings and Recommended Action 

I. STATUS REPORT 

On July 19, 1968, the National Milk Producers Federation 
filed a complaint with the Treasury Department alleging ·that 
the Common Market was subsidizing exports of dairy products 
and that such subsidies constituted a "bounty or grant". As 
you know, the Countervailing Duty Law requires the Secretary 
of the Treasury to impose an additional duty on imports which 
are found to have been subsidized by a foreign government, the 
amount of the additional duty to be equal to the amount of the 
.bounty or grant. Although there was little question that the 
Common Market was granting export subsidy .payments to exporters 
of dairy products, the Treasury Department determined, with the 
knowledge and consent of the complainant, not to proceed with 
the investigation at that time, in view of the fact that import 
quotas were to be imposed on some dairy products. 

This state of affairs continued until 1973, when the 
U. s. market price for most dairy products soared well above 
the U. S. support price. As a result of this price rise, 
President Nixon, using emergency powers, with respect to some 
products suspended the import quotas and as to other products 
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enlarged the quotas. Following this action, dairy product 
prices dropped and the complainants in the -countervailing 
duty case then sued the Treasury Department to force it. to 
proceed to a decision on the countervailing duty complaint. 

On May 1, 1974, Secretary Simon was confirmed by the 
Senate as Secretary of the Treasury and, in connection with 
his confirmation, was requested to and did give assurances 
that the Common Market dairy product countervailing duty 
investigation would proceed with dispatch. (Attached as 
Tab A are letters from Senators Mondale, Nelson and Dole to 
the Secretary and the Secretary's response.} Following 
Secretary Simon's confirmation, the Treasury intensified its 

·investigation and in July was on the verge of issuing a 
Countervailing Duty Proceeding Notice, which would, in all 
probability, have been followed by a Countervailing Duty 
Order,· when the Common Market offered to suspend its subsidies 
on cheese exports for at least ninety days and requested 
Treasury not to issue the Notice. Subsidies on nonfat dry 
milk and other dairy products had previously been suspended. 
Since the issuance of a Countervailing Duty Order is normally 
looked upon as a hostile act by foreign governments and often 
results in some form of retaliation against u. s. exports, we 
at Treasury, with the concurrence of State, STR and Agricul-
ture, determined to accept the Common Market's offer to 
suspend subsidies in exchange for Treasury's foregoing the 
immediate issuance of a Countervailing Duty Proceeding Notice. 
_we felt that this course of action minimized the chance of 
retaliation by, or other confrontation with, the Common 
Market. Simultaneously, Treasury committed to the U. s. 
District Court in which the litigation was pending that it 
would reinstitute the investigation and proceed to a decision 
within fifteen days should the Common Market reinaugurate 
export payments. 

In the meantioe, Treasury had worked out a proposal with 
Agriculture, State and STR, whereby the Secretary of Agricul-
ture would recommend that the President review and liberalize, 
to the extent legally possible, quotas on imported dairy 
products in order to minimize any inflationary effect which 
the countervailing duty proceedings might cause. (Attached 
as Tab Bis Agriculture's draft letter to the President 
recommending this action.) We recognized that under the 
present support system some type of protection would be 
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required against low cost producers such as New Zealand, 
who do not subsidize, and Australia, whose subsidies are 
low. Without protection, imports from these countries would 
cause additional dairy products to be purchased by the 
Commodity Credit Corporation, at considerable cost to the 
Government. We think, however, that a variable fee ·system 
might be a better form of regulation than the present quotas, 
and we are quite sure that the system could be liberalized 
in other respects. Our recommendation along the lines 
described above was to be submitted as soon as anticipated 
countervailing duty complaints were received from dairy 
groups concerning the other large dairy exporting countries 
which also subsidize their exports. We understand that 
virtually every country except New Zealand provides export 
incentives for its dairy exports. For reasons unknown to 
us, no complaints were ever received concerning any countries 
other than the Common Market until the American Farm Bureau 
Federation filed a complaint against dairy product subsidies 
from Austria and Switzerland on September 30, 1974. Treasury 
is actively processing these two complaints and expects to 
receive complaints regarding dairy products from other 
exporti~g countries in the near future. 

II. · PROPOSED POLICY REGARDING DAIRY PRODUCT TRADE 

We believe, along with the American Farm Bureau Federa-
tion and other concerned groups, that the American farmer 
should not be forced to compete against subsidi•zed competition 
throughout the world. We therefore believe that by counter-
vailing against subsidies we place American farm producers • . 
in a better position with respect to their foreign competition. 

• Having removed the adverse competitive effect of subsidies on 
dairy product imports, the continued existence of the present 
system of quotas under Section 22 of the Agricultural Adjust-
ment Act is a form of protectionist overkill which can only 
have an inflationary effect. 

We therefore recommend, in conjunction with the Treasury's 
countervailing duty proceedings against imported dairy products, 
that the President consider directing the Tariff Commission to 
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make an investigation under Section 22 of the Agricultural 
Adjustment Act to determine whether quotas can be liberalized 
or suspended, without rendering ineffective or materially 
interfering with support programs presently existing under 
the Agricultural Adjustment Act. We further recommend that 
the President direct the Tariff Commission to ascertain 
whether the imposition of "fees" (which are equivalent to 
additional duties) under Section 22 of the Act would not be 
more effective than the continuance of quotas, since the fees 
may be adjusted on a periodic basis to keep the landed cost 
of imported dairy products slightly higher than the support 
level for those products, and thus enable the Commodity 
Credit Corporation to avoid the purchase of more dairy 
products under the support programs. (Attached as Tab C 
is a graph showing the relationship between the U. s . 

. market price, the u. s. support price, and the quantity of 
imports.) This course of action also enables the U. s. to 
enter into trade negotiations with the Common Market on a 
parity, pursuant to the Trade Reform Act of 1973, since the 
Conunon Market also has a ."fee" system similar to that pro-
posed above. • 

Attachments 



. U.S. SENs\TE, Co~D(I'ITEF. ox FIX.\XC-E, 
ll' ashi-ngton, D.O., Ap,·il 86,197 .$. 

RcssELL B. r..o~o. 
Oh<tirm11n, 001nniittee on Finance, U.S. Senate, 
Dfrk~en Senate Office Buuding1 

D.t:Ar: l\fR. Cmun:U,\X: I respectfully req~test that this inquiry :'nd 
the response to it be made part of the hearing record on the nommn-
tion of the Honorable ,villinm Simon to be the Secretary of the Treas-
ury of the United States. . 

Section 303 of tl1e Tariff Act of 1930 as amended provides: "1Vhen-
ever any country, dependency, colony, produce, or other political sub-
division of go,·::!rnment~ person, partnership, association, c~rtel, or cor-, 
poration shall pa:r or bestow, clirectlv 01· indirectly, any bounty or 
grant upon the manufncture or production or export of any article or 
merchandise manufactured or produced in such country, dependency, 
colony, J>rOYincc, or other po1itical subdivision of government, and 
such a1t1cle or merchandise is dutiable under the pro\'isions of this Act, 
tl1cn upon the imJ>ol'tation of any such artide or merdmndise into th~ · 
Unite<l Statl·s, w 1ethcr the same shaJI he imported directly from th~ 
country of production or otherwise, and whether such article or mu-
ch:mdise is 1mpol'tccl in the s,uue condition as when ex.rol'ted from th~ 
country of production or has bccn changed in condition by remanu-
fa<>ture or otherwise, there slulll be levied nnd paid. in all such cases, 
in :Hldition to the duties otherwise impo!'ed by this Act, an additional 
duty equal to thl' net nmonnt. of such bounty 01· gl'unt, hmrc,·cr the 
snme be paid or Lestowecl . .A Secretary of the Treasury sln~ll from time 
to time ascertain and deh!rmine, or estimate, the net amount of each 
such bounty or ~ant, and shall cl£>clare the net amount so d.-tcrmined 
or estimated. The Secretary of the Treasurr shall make all regula-
tions he may deem necess,1ry for the ide11tification of such articles and 
merchandise and for the assessment and collection of such additional 
duti<'s." 

The past four years ha,·e be£>n marked h.v increased importation of 
dairy products into this country from the European Economic Com-
munity ,\"l1ich has op('nly puhlishecl a schellule of payments it mnk£>s 
to its producers for these l·xports. In 1072 it is <'Stimatcd that. tho 
1':m·opran Economic Communih· paid export suhsidies of o.er $:26 
n~H!ion dry milk, cheese, butter, and Lutter oil shipped into the 
lmtcd :::;rntes. • 

Dc•spite the drar intention of Section ~0!} quoted abo,e nncl <lrspitc 
the repe!ltecl n•pi·eSl'lltations of intc-1·1•stcd Anwrican citizru~, the Trc-as-
m·y D~parhnt·nt }ins continually refused to disc·lmrg-c its cl1;tie3 under 
tlH· h1w to thoroughly inn•stigatc the matt1•r of these paymc-uts aad 
to collect countcrrniling duties where required. 

(•10) 
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Thcrefo1·c, I respectfu1ly request of the nominee for S«•crctnry of 
the 'l'n·a$ury his response. to the fol1owing CJll<'siion: 

"roulcl )Ir. Simon, as Sec11itary of the Trt•asury, initiate an inve;;ti• 
gation into this matter, and if proper, would he overseli the eollectio11 
of snrh countervnilinj? duties as ai-e required on dairy _imports as de-
scribed in Section 303 . • . 

Tiu.: simple intl'nt of this.provision of thl' :rnriff ..:\c~ .is .to proh't·t 
American rnclustry and busmesscs from unfair compr.ht.lon with th~ 
economic mi~ht of foreign ~owrnments. I hope that )Ir. 8imon will 
ngrce that this protection lega1ly is the right of the Am~rican dairy 
farmer as well. • • 

Respectfully~ • • • •• 
GA.YLOI'.O NF.t$0)( 

_ .. _ . lV AL-rm F. lfoxoAr.1-:.. 
UHIBIT A 

LC.: EXPORT suhs1DIES FOR D~IR'f PRODUCTS, EFFECTIVE FEB. 15, 1974 1 •• . . .... . . 
(Cen:i per pound! 

•. United si,tes E_.C . . 
New Old . ll1w• Old 1 

1&1bsidy subsidy s_ub,idy• sub!i~y • 

Butter with lat c,n:eot: 
. 12 pment b~I 1,;s t~an 78 pettenl. .......................•.....• . 0 (28. 9S) Cl. CS (4S. 47) 

71 p!rteat but ltss l~ln !0 Pl"tnt .•....•.............. ~......... 0 (36. C4) S3. 40 (S7. 24) 
IO ptrcent bu: 1,n than 82 .,.,cent............................... 0 (37. 37) 53. 40 (~!. 71) 
12 percent but les; Iha~ 99.!i 0 (38. 30) !i4.12 (6!l. 19) 

Other: • 
, Not er:ee-:lina S9.S r~rcent (butter oil and ch11).............................. 38. 30 ~- 72 (60. 19) 

• bCHdtl\l ~9-~ ~ercent (aahydr0u1 Alilklat) ............. ....•..••....... ;... 46. SI 72. 23 (17. 70) 
========== 

Cheese, Emmen\~al aad Cru1ere: • . • 
• ZoneO .................•.........................•.........•......••......••...•.• 
• Austr;a ................ • • ...•.......................•...............•.............. 

0th,~ ......... ... ............................................ • ....... - .......... • 
Blue Chean, ex:•pt P.oq~elcrt ........................................... .: ............... . 

7.55 
16. 31 
33.8') • 
27.62 

Processe-.1 ch!!>~ u~ to 4J p~:,;ent lat by wti&ht of dry ma.'ttf. 33 percent . . 
·tat, bu! la;, lhln l3 ~rcent: Olhtn ......................................•..........• ~.. IZ. J9 

Processed t!'-~~~~: 

(23. 31) 
(IC. 65) 
(21. 25) 
(22. 71) 

( 9.63) 

less t~aa ,~ p,rce~l lat............................................................. 12.19 ( 9. 63) 
' More th,n 2J ,tr~ent f•L••··········•··•·•·········•·-··•···········••-·•··-····· 17. 32 (IC. 23) 
• CO P"-'nl l!l or rr-Jre : 

Zor.eD. ........ . .... .......................................................... 28.29 (23.91) 
• o~,,,rs .. ---- --- . -.... -. --- -- ---- -.. -- . ---- --- --- --· ... ----- .................................................................. .. 

Proc'?Sse1 cheese o·,!r ~3 p~rcent fat with a dry milk content by weieht: • 
• 33 p!r.:ent ~u: l~ss l~an 33 percent dry mat:er. .............. .......................... 12. 19 ( 9. 63) 
. 38 ~meat bot lass !~an U percent dry matter......................................... 17. 32 (14. 23) 

43 per::enl b•J: las:. th3n 45 percent dry matter......................................... 28. 29 (23. 91) 
46 p~rcen! b~t !!ss than SS percent dry rna!ter: . . • 

~~:::,~.:: :: : :: ::: ::::::: :: ::::: :: : ::::: :::::::::::: :::: :: :::::::::::::::::: :::: ~t ~: m: m 
S •·itzerl31d ....................................................................................... . 

SS pen:eat or r:,cre: • 
lose D ..............................................................•....... • . 20. 79 (17.ll3) 
O;l>ers. ........ .. . . .. .... .. . . ........ ....... .... ... . .. . . . .. . . . .. . .. .. .. ... ..... 32. 79 (27. 91) S···itzeri:-,~ _. ___ ....... _____ .......... ___ ... _________________ ...... ____ .......... ____ ....... ______ ... __ ......... _. _. __ 

Crana. Pa,mi~:3;13, Re;;~;zno. ........ ..... .. . . ......... ....... ........................... 37. 17 (211. 24) 
• Ffore Slt~J. Pe~•,ri0

~ ••••••• •••• ••••••••• ••••••••••• ···································-· cs.Jg (35. C() Cheddar. Ch?;t?< ,.::h a rJt ,onleol by r1ei1ht or dry matter or 50 perceat 
or mora : 
• Ate~ l~u than 3 rr:J: 

Zan~ D ................................................. • ....•...•........................... • ···· 
0.Sers ...........................................................•................................. 

Age1 r.1-~re t~J, 3 mJ: 
U.S.S.R. a,,~ utellile countries.................................................... I. 2n (31. 7e) 
Oth•·s ................................................ • ............. ........... 29. 32 • (31. iS) 
United S•z•es.. . .. .•................................• ........................... 18. CG (31. 78) 

See foo:not~s a: end of table. 
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EXHISIT A-Co~linued 

(.C.: EXPO!!T SUBSIDIES FOR DAIP."f PRODUCTS. EFFECTIVE FEB. 1$, 19:~ 1-Cor.t:n,ed ' 

• !Cents per poundj 

lilsi! ..-i!.'I rat cont~nl by wei1hl of dry mattar over 39 percent up lo (! 

Unite1 States 

New 
subsidy 

"~M: . 

LC. 

01::ll 
111:isic1y: 

z~~• o............... • ·--·---······ .. •·····•··• ...................... -·-.. ··-··--···· .. • .. ··· s~i:Z•rla~1 ......... • .......................... ·....................... ........... 6.CS .. (s.CJ) 
• O•h•n ...................................................................... -..... HQ (23.97) 

Asiaa1. C!:i,u,-~:,~. Pro·:o!one and P.aauuno: • s .. i•.ze•1a;1... ....... .. ............. .... .. .... ..................................... Ii. 4'i 
Olh•r. ............................... ··••••••--•••·•••••••••·••••••-•••••-••-- 29. 91 

Can!al. E:im, flntina a~II Gouu: 

L. ············· ••........ ......... ~·--·~·-············ .... ········ •••••••• 2~: !~ <;~. 
SNi:Z!riznd. ·····················•·•·······•·········•···•··· ................... __ 29. 93 • (23. 97) Oth•"'················· ............... • ............................................................... . 

luttll' l'ita, IUl,co, Kerl!1111, Saini Paulin T1l1uio, S1int•N1Ctaire: • • 
Zone 0 ..................................................................... • -·············· .. ·····• · 

!;~r1;~1:. :::: :::::::::::::::::::::: ===::=====:====:::::===:===:========== ·== ~* m O:hers . .,itll fa! con:er.t IS ~rcent lo 39 percent with a waler content up 11 
62 ~!r,ent: 

S.-i:ze•ia~J ............... ..< ...................................................... . 
o,;.,s .......•....•...•.••... ···•·•• .............•........... ····•·····•••·•••• .. -

u~sp~i:~d ci;H;!. grz~d or ~o,-,:!ue:I, with a~ r,ercenl N more dry 
m1tter =o~!~,t ~., v.t,.M, ever 2C-;:erc!r.t t,t conter.t by we11ht. u:1der 
5-p~rce,t 11,:~s.e c~r.te:-;t by ..-.~i•M: Oth!rL ................................................. -~-

&.45 
29..46 

27.63 

(5. (2) 
(24.30) 

(22.15) 
Mtl~ a~d c:e2m. cao~~.: i:1 (5~ i wi:~aut suzar: 

lva;,,,,•.• m,:,.... .. .. . .. . . . ...... .... ....................... ................ ..... C. C& (2. £5) 
3-~erctnt ~:, to 7•~ercenl fat. .•...•... ,... ....•••....•.•.•............••••..•.•• 7. 87 (6. 29) 
Oser 7•?!:cenl ~, U 8.9•~menl fat............................................... 9. c, (7. 20) 
o:ii.,,i .................................................................................................. - ......... ·-···-----·---....... .. 

Other car.~..i .,.,l• .. -ith f!I co~!!'t up t, 45 peicent i~ con!Jiners ~:, ta 2 ~I net Miibt: 
0,er J.µ,:~ct up t~ 7•,erteot fat.·················································-,. c,; o,er J.;._.;,:~.c: LP lo t.~•pm:!nt 1,1................................... ................ 7. 87 
0-.'!!r 8.9•~?r~~, tp t~ ll•p•rtH! rat ...... :........................................... 9.0i 
·o.er 21·,·••cea: •~ :, 31-pe'.::er.t f~I.................................................. l~.21 
Ovtr c5-i;•·~•·t f•t.. ....................................................... • ..•••• • 33.87 

•1m, crti'!I. cae.r1d in 6: g v.i:lt s~pr (condtnse:I tnilk):s 

~~e~<Jf:~9~p~•r.1
1
i;\o 95-~~:mt 111 ........................................... • ..... . 

Non:at m;:;.. t.p to 1.5 .. p!rc~nt fat:• 

:ii~.~:1 !~f!~ :~ g~r= .. 1 
.. i .. ~~.

2
--~.~~::::: :::::::::::: ::::::::::::::::::::::::::::::: 

Yri:~ sc0ar •~::~d ia pac~a.;es u? to 2.5 ka • ........................................... . 
¥tit.'l Sl.'il .. i"" ~· tiil.• ............. _ ........................................ - ................................. . 
To Ur.ited S'.~t•• (a!t lif0~1) .............•....................•............•.•.•..... 

Dried r:"1;:4 wit~:n.11 s1.:;:3r (:::ep~red for r'!hi1 s~res): 
Q,1er 11·~-!~C!:"lt to 17 .. p!rc~r.t f~t cont,nt ................................... - ...... _ ...... -.:.--
Over 17 .. ~!'rcent to 25-p~rC'!r'!! f~t c11nt!~t. ............................................... _ .......................... .. 
Over 2S.~!tC~r.t ll 27 .. p~rcf!nt ht tOtt!tfll: ..................................................... • .......... __ 

. 0·,!r 21 .. ;~!"Ce~: tJ !,'3 .. p,rcent fat co:,tent ............................................................ : .......... . 
0'J!'t 2"3-~:;er.t l1J ~, .. ;;~rcer.t fat cont~itl. ..................................................................... ..,. ... 
O··er .c1.,•'te"",t f•t ,., .. t~nt _ .... _ ........................................................................ • .. --· 

Dried rni'.k •i:.~ s.;;;•r act:le-1 (p,t~ared ror retiil nits):• . 
Oicr to l i'-;.ucent ht cont!nt. .................. _ ........ -...................................... .. 
Ov,r 11 .. ;;::1·c~nt to 25 .. ~-~rcent fa: c,ntent..: .......... _.. ........................................................ . 
0\"11!':' 25-~-:1r.:,:,n: tl 27•;.~r~erit fat (ontent ............................. - .................................... _ 
Ov!'t 27 .. ;-!;ear.t tl :1 .. c,ercer.! fat tontent ...... ................................................... ---·-
0-.er ~l•;.tr:!,ll f1t conte:,t ................................................ - ............................. - ..... .. 

1 Chani! ~, ,-~:ae for tii!s of 2cc~unt U.C.=US$1.2~S3 pl~s incre!s.is in up~rt sub;Wes. 
• As cf;,.,. 15. ISi~. 
i Oes!i:1!1 f:: c,:,:,.;umtfan in this zor.e. 
• 13.B t.l~ :, bc!K asj s:i,a!I pe:•!2e, ir-ay 14-Ju!y 10, 1S73. 
I l,.d1itij;,!I s.i:-si:1; f,j( SUiat t:> to? a:3!!~d. 
•c~u!'::!"i!s o:~,, t!i.;n U1ited Stites, Cana•ja, Mexico. ar1j Puert~ Rico. 
Sc~r:e cf c~l~l~: E.C., l!rus~els 11?8, fe~. 21, 1974 

3.53 
9.76 

5.47 
t.37 
S.47 
t.87 
D 

19.45 
22.69 
25. 61 
2Ul 
27.U 
l-t.11 

19.45 
22.69 
25. !I 
27.83 
34.11 

(2. is> 
(5. 23) 
(6. 20) 

(15. 9B) 
(33.(3) 

(2.1~) 
(7. Sl) 

(8. 76) 
(;). UC) 
(3. 76) 
(0. co, 
(C. 37 

er 5. 47) 

(14.28) 
(17. 31) 
(21.3~) 
(2?. 35) 
(22. 35) 
(29. 4J) 

(U. 28) 
(17.3!) 
(21. 3~) 
(22. J:,) 
(23. 41) 
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Zo11e .A 
Buruudl 
Cameroon 
Congo (Ilrnzzal"llle) 
Congo (Kinshasa) 
h·ory Coast 
Dahomey 
Gaboon 
Gulnes 
t;pper Volta 
Zo11e B , 
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l\lnli 
llnuretnnla 
Niger 

• Central .Urlr:\u Repuhlic-
llada;:nscar 
Runnda 
Senegal 

.. Tchnd . .. ... . 
Afnra and Issas 
Togo 

llexlco. States of Central n.nd South .lmerlcn, I1<l:mcls in the_ Pacific and .\t-
lantlc between 30 antl I'.!0 de;;:rees lon::ltncle and 30 de;;re-es l:ltltnlle us wt-II as 
the Islands Fernnntlo-cle-Xoronho ( Cliffs Sao Paul" anu Reens-..\toll)_. Trini~ad, 
)lartin \'ai: '.!Dd tile Southern Sandwich Islautls. . • • .. • 
Zo,ie C 

Alilnn States east of Ira1• lndnding the . .\;;lntic pnrti; of the t:S~~ nna the 
Islands c,f tbe Indinn antl Pileiflc Oceans Let\n•en GO de.;rees and 150 clegrees 
11:iutude except .Australia, Xew Zealand nutl Japan. ' 

• i .:-.:,. 
.. ·•:• -Zone D 

$panlsb_Territory of Iberian Peninsula aucl Baieareii. 
Zont E . ..... ; -- -

European terrltor.r of Fnltecl Kin1:rrlorn nncl ~orthern Ireland (Including the 
l!!le of )Ian and Channel Islands) exce11t Gil,raltar. •• • • • •·: ,··, ·.:. 

• • • , • • • <1! • •- I 
Zom: P ·· . , .. ,_ ·;:-. 

'Ihe territories of the t:'nited States situated on the ..\.1u~rlcan contlrient ns well 
as Hawn Ii. • • • • .. :·. 

. • . u.s. SEX.\TE, 
lVashfogton: [J.O., April e6, J.?7 J. 

: Hon·. nc-s~ELL Loxo, . • • • .. • 
Chai;•mo,1, Senate Fi111:rn.c-e Coi111ilittee, • • • • •• ' • • •··' 
• Wailtington, D.O. •• ··'·. / :·~ • .... 
. •• : DEMt ~In. C1-uumAX: .Attached is a letter inquiring. about )fr .. 
_Simon ·s policy regarding counterrniling dutic:s on dairy imports: • 

: • It seems most npproprinte that the Committee request his appniisal 
of tlie situation clue to the problems facing the dairy industry in the 

·United States today. ··.•· . -.. 
-. : Sincerely yours, ·-,·.,.. • •• • 

. Don. Dor.x.,_:i·.B.§.~11~!;1·. .. . . . ... 
• . . •. U.S. SEX . .\.TI~. 

. _ ll'a-,h~n~to1i, D.C!.,_4"1nil_26, ior~-
Hon. "\\ n.u .. ur E. Snwx. _ • •. . . · . . ·.'. 
Secretary of tl,c 1'reasur!f. Dc~ig11ate · '.,. · · • :•a~•=' ··: ·1raiM,i .. gtoi1~DX.1• • :··- • ·.- • __ :.1 _ _______________________ -- ----- - -- ---

D1-:.\r. )In. Snrox: The law caJls for the Jen-ing of a clnty on im-
ports sokl in the rnitccl States which han l'Cl.'l'l\"Cd a Lounty o{orr.rnt 
f 1 • "' rom t 1e export mg- c·ountry. , . 

In. the <'asc of c!airy. procluc-ts, particularly in the European Com-
munity. thC' facts m this rcgu1·d not only seem quitl' cle.ar hut arC' al~o 
well publicized. The Euro11•~an Comunm.ity Ccjtablishes intt•nention 
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pric<.'s on mannfocturt!d dairy products, such as· butter, cht'l'Se and 
non fat dry milk powdet·. The~ intl•n-cution pt·hil'::, :111alO,!!OUS to our-
~rice supports, arc at lc-ast a minimum pricl' for thl'::C products in the . 
. Europ<.'au C'ommuuit_y and gcnemlly arc. the nctnnl prices thcr<.' . ..:\t 
the tune tl1<.'y nre. nnnount'l'd. such intcn-cntion pri~s an-. widely 
public-izecl. . . • . • . . . . • • 

Similarly~ the Enrope,111 Community announcl'.s export subsidies 
for these cbiry products, which arc also widely publicized at the tim~ 
·they nrc announct-cl. The l;-oreig:n .A.gricnltui·c. Scnicc of the r.s. 
Department of . .Agrieultnre rl'adily compill'.s them and makes this 
list, n,·ail:1ble on rcqn('.st to interested pnrtil's. Dnrin!! 10';"3. for cx-
nmple, the n1mo1m1·ed cxpt?rt subsidies_ ~n no~fot dri milk. shipped 
bv the EnropMn Connnumt,· to the l;mted ~tares wert! est:lbli,hcd 
nt differl'nt Jeye]s at cliffere>nt'.°ti1iie·s from zero to 13.13 cents per po~mcl. 
For butt~r they·wcrc 3i-.3i cents per pound, for butttcroil ss:a ceuts 
per_po~1~ul. : . . • • • _- . . . . . . 

1 et m spite of !he n,·n1l~~b1ht~· of tins CY1d_encc nncl ewn m spite of 
the. 1-et'Dmmencht1ons of ::Secre:tary of .A:rr1cultm·t~ Earl B1(tz that 
couutc:·rniling clutic.s on these products should be impo~c<l. the De-
partment of the Ti.'asurY hns takl'n no action. contending- that the 
needed data are not an1ibble to make tl,cir findings. • ; 

1\~ith this bril'f background we ni·c nsking vour ,iews as to whnt. 
your polic, will he on enforcing the countetTai)iug- <lun· l:iw on dain~ 
products if ~·ou bl'come Secretary of the Treasury. • • 

Sincerely yours, 
Bou Dou:~ r.S. St11atcw. 

Tue SEcnETARY OF THE Tm:.1st"P-Y, 

Hon. RnsELL B. Lmrn, . 
1V asl1i11gton, D.C.: .:l.pril ;Jt.J, 

l'hairm~t,1. ( 10111,n.ittec on Financt', 
U.S. Se-rwtc~ lro..s-l1in3fv1i~ lJ.C. • 

Dun ~In. C1um:-.u~-= This letter is ,nittcn in response to a leftc1~ 
from Senators Xelson and )Ionchle, elated _\pril 26, IP,-1, addressed 
to you. and n lettl'r from Senator Dole, bNtring thl' same date ncl-
drl'.ssed to me with n cop~· to you. Both letters concern the> ('nforcc• 
ment. of the countl'rrniling- clut~· statute ngainst dairy products im-
ported from the Common )I:wkc-t. 

:\fotthew ,T. )forks, .Actin~ ..:\!;;:istnnt Sl'crctary for Enforcl'm:mt, 
• Tariff and TradC' Affairs. and Operations, is current I~- respon!;iole for-
this area. D.1.vid R. )focdonal<l, _\.ssiMunt. $ec-r<'tary of the TrN1sury-
Desi~rnate for EnforcC'111c•nt. Tariff anll Tradl~ Affairs, :md OpPrat:ons, 
"~i~l, proYided he is continuc~l by ~h£> ~en:1k. assunw this_

1
~i'spi::nsi-

b1hlY. )fr. )forks n•ports thnt. mYest1~at1on of th.:- c-01mtl'r,·:ll11n~ cmtv 
stnttite as to dai rv pro,:lucts is prog1~ssin!!, b11t has b<:en comptic:Hl'<l 
by tht' existence of elm whacks of dutil's ·.mcl taxes p:i.ill on imports 
to the E.E.C. for cattle fo('(l. 

Thl' colllpliC':1kd intl'rplay that l'xisting r1uot:1s, :1dditional clutie>s 
and oth~r trade implr:nents liaw on our l1airy import~. and the pos-
sible h'pcr(•ussions whirh tl1l' applk.ition of these- mc-:,S\ll't'5 ma~· h:1'c 
on other ..\rneril'an agricultural int<'rest:r, highlight the urg:c.>ney of 
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'immediate ennctn~ent of the Hli:~ Trade ·Reform Bill. This bill, ,,·ith 
·certain revisions which we intend to submit to your Committee, wi1l 
provide a framework for :i multilateral resolution of this problem o'°er 
the long term, and will permit us the best possible posture to enter 
ne!!Otiations with the Common ~farket. • · •• 

Prior to its enactment, however, I am ordering )fr. lfarks and, 
provided he is confirmed, lir. ::\focdonnld, to intensify the investiga-
tion of dairy product exports from the Common Market to the United 
States and to report bnck to me concerning this Dep1utmenfs conclu-
sions as to the applicability of the countervailing duty 1:""" with re-
spect to these exports. In the event that the Department concludes as a 
1-esnlt of theil' reppl't that the counte1Tailing clut:y ·faw should be ap-; 
i>lied, all necessary action will be tz1keu to enfo1-cc that law. 
· • Sincerely • . ,., • 

' • • • ·WILLI.or E. Snrox-, 
, • ·-·. .. Acting·Secrgtarg. 
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The President 
The White House 

Dear Mr. President: 

July 

6th DAAFT 
.REBel 1 :SEC· 
7/19/74 

, 1974 

The ~~r.iportation of certain dairy products. is limited by quotas 

established by Presidential Proclamation pursuant to the provisions of 

Section 22 of the Agricultural Adjustment Act, as amended, which q'uotas 

are set ·forth in Part 3 of the Appendix to the Tariff Schedules of the 

United States Annotated (TSUS). These quotas were proclaimed to prevent 

imports from interfering with the price support program conducted by the 

Department of Agriculture for milk. 

A recent development leads me to believe that some of these quotas 

can be modified or suspended, either uniformly or selectively•, without 

rendering or tending to render ineffective, or materially interfering 

with, the price support program nm·, conduct_ed by the Departr.ient of Agri-

culture for milk or reducing substantiallr the amount of products processed 

in the United States from domestic milk. I ~efer specifically to the 
. 

announcement on July 12 by the European Comnunity that it was suspending 

those restituti ans sti 11 in force on dairy products exported to the 

United States. On July 16, the United States District Court for the 

District of Columbia agreed to the Treasury Department's request based 

on the European Coi:lmunity's action that the court stay any action on the 

case brought before it by the National Milk Producers Federation to 

force the Treasury to initiate a countervailing duty proceedings against 



the European Conmunity to determine \•thether bounties or grants were in 

fact being applied by the European Corrrnunity on its dairy exports to 

the United States. The Secretary of the Treasury has further advised 

me that he considers it likely that complaints \·1ill be filed by Arr:erica,n 
I 

dairy producers against the alleged subsidy practices by other exporters 

of dairy products to the United States and that he ·plans to undertake 
• 

an investigation of the possible existence of bounties or ·grants 

bes towed by any such 'fo·rei gn countries. 
• I 

The effect of the countervailing duty actions should be ·to eliminate 

any price advantage over our domestic dairy products which has resulted, 

or could result, from the subsidization of exports. Neutralization of 

subsidized foreign competition wi11 represent a significant step for.·:ard 

toward a rational trading \•rorld in dairy products. 

Under the changed circumstances \·ti th respect to potential dairy 

imports \•thich will be brought about. by the countervailing duty actions 

of the Secretary of Treasury, I believe that a reassessment of our system 

of dairy import quotas under Section 22 _should be begun itmnediately. It 

appears that some liberalization of the quotas n:ay be possible \·tithout 

causing interference with the Department's price support program. 

Accordingly, I recornnend that you direct the Tariff Commission to make 

an investigation under Section 22 of the Agricultural Adjustment Act, lS 

amended, to make findings and recom:::endati ens as to whether the annua 1 

import quotas for dairy products, as described in items thro~gh ----
____ of Part 3 of the Tariff Schedules of the United States (TSUS}, 

may be modified or suspended, without rendering or tending to render 

ineffective, ·or materially interfering \•lith, _the price support prograr;; 

for nrilk now conducted by the Departnent of Agriculture, or reducing 



_.:. - ..... -

, 
- 3 - . 

substantially .the amount of products processed in th~ United States 

from domestic milk. I further recorm1end that, in the case of a finding 

that quotas could be increased, the Commission be .directed to recorrmend 

the allocation of such quotas among supplying countries. 

It is my judgment that in a re~ssessment of the dairy quotas, 

initial attention should be given to the quotas . for the various cheeses - . • 
as described in items 950.07 through 950.lOE of Part 3 of the TSUS. . . 
Information availabl~. t.o me concerning relative prices of foreign and 

domestic cheeses suggests that the categories of cheese for which quot~s .. 
can most likely be modified without materially interfering with the 

price support program are blue-mold cheese, Edam and Gouda cheese, and 

the hard Italian-type cheeses (TSUS items 950.07, 950.09A, 950.09B, 

950.10 and 950. lOA), and that the categories of ch·eese for which current 

controls may continue to be necessary to prevent such interference are 

Cheddar cheese and other American-type cheeses (TSUS. items 9~0.08A and 

950.088). 

A draft of a .suggested letter of the Tariff Corrmission is enclosed. 

Respectfully. 

EARLL. BUTZ 
SecretarY 

Enclosure 

Contributor: Asst. Sec. Macdonald, Treasury 
cc: Sec. Macdonald, Bor, Bullington, Fraser, Doering, Anderson & Nickerson 
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OP'fION l\O. 2 

USDA o1inion Paper 
(Ci.rcu ated by 0MB 
for cle~rance) 

The Prcsident recognizes the tremendous· cost-price squeeze in which 

America's rlai rymen find themselves. He has met ,,J. th a group of represen-

t.iti vP dairy farmers, as well as with Congressional leaders who presented 

the case of this sector of the agricultural economy very effectively. The 

President is very sympathetic with their situation. 

Bdcause of hi.s concern about the economic difficulties dairymen are 

facing, the President today is announcing two decisions to deal with 

the problem: 

(1) The President does not intend to lift import quotas for imported 

dairy products as long as the current cost-price squeeze for America's 

. dairymen exir.ts. 

(2) The President intends to utilize the authority at his disposal 

to nullify foreign subsidies on d.iiry products imported into this country 

by the device of countervailing duties equal to the amount of the subsidy. 

This action would apply to imports of subsidized dairy products. 

Through these actions, the President recognizes that any further 

increase at this time in U.S. dai.t'Y import quotas would al!llost certainly . . 
interfere with marketing of U.S. dairy products. There were abnormal . 
production problems early this year which created spot shortages of 

dairy products which had to be relieved through emergency action. But 

the U.S. dairy situation has changed rapidly since this spring, with 

falling . prices as well as diminishing demand for milk at a time of 

rising production costs. 

In addition~ the President is making it clear he does not feel 

he can ollo\." subsidized products to be brought into the u.s. now without 

action on his part to counteract those subsidies. 

" ....... -· -, ..... .. . 



"The President understands the concern ~f domestic 

dairy producers that the U.S. market should not be left 

unprotected to low cost foreign suppliers, which sometimes 

are subsidized, thus undermining the U.S. support price 

system at a time when domestic producers are caught in a 
-

difficult cost/price situation. ~ey can be -sure that no 

action will be taken to change the present system of import 

quotas without a thorough review of current market conditions, 

and a chance for our dairy producers are to be heard on this 
> 

issue. The President feels that over the longer term the 

American farmer can compete against any farm producer in the 

world, and looks forward to trade negotiations with other 

governments which could bring about an undistorted, fairer 

dariy market world-wide. 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

Note: Suggested Presidential statement on the dairy situation, 
suggested by Hal Malmgren and Dave McDonald. 



MEMORANDUM FOR 

FROM: 

SUBJECT: 

Background 

THE WHITE HOUSE 

WASHINGTON 

October 16, 1974 

THE PRESIDENT 

KEN COLE 

DAIRY IMPORT SITUATION 

On October 11, you met with Congressional leaders who 
presented a case for the dairy farmers on the agricultural 
economy. The Congressmen proposed three Executive actions 
that could be taken to lend support and stability to the 

-· cost-price squeeze in which the dairymen find themselves. 

You requested further research on the third recommended 
action which is to give your personal assurance that 
importation of dairy products will not be increased 
above the quota levels for the next 12 months. 

Recommendation 

A recommended statement is provided for your consideration 
·on the dairy import situation (Tab A). It has been ·cleared 
by 0MB, State, Treasury, and Agriculture. Special trade 
negotiator has also concurred. 



STATEMENT ON THE DAIRY SITUATION 

I recognize the tremendous cost-price squeeze in which 
America's dairymen find themselves. I have met with a 
group of representative dairy farmers, as well as with 
Congressional leaders who presented the case of this sector 
of the agricultural economy very effectively. I am very 
sympathetic with th~ir situation. 

I understand the concern of domestic dairy producers that the 
u.s~ dairy support price system should not be allowed to be 
undermined by efforts of foreign dairy producers to shift the 
burden of their own cost-price problems onto the U.S. market, 
especially by artificial governmental incentives. 

Because of my concern about the economic difficulties dairymen 
are facing, I am today announcing that no action will be taken 
to change the present system of import quotas without a thorough 
review of current market conditions, and a chance for our dairy 
producers to be consulted on this issue. 

I feel that over the longer term the American farmer can compete 
against any farm producer in the world, and look forward to 
trade negotiations with other governments which could bring 
about an undistorted, fairer dairy market world-wide. 



"The President understands the concern o.f domestic 

dairy . producers that the U.S. market should not be left 

unprotected to low cost foreign suppliers,· which sometimes 

are subsidized, thus undermining the U.S. support price 

system at a time when domestic producers are caught in a 

difficult cost/price situation. They can be ·sure that no 

action will be taken to change the present system of import . 

quotas without a thorough review of current market conditions, 

and a chance for our d~iry producers~ to be heard on this 

issue. The President feels that over the longer term the 

American farmer can compete against any farm producer in the 

world, and looks forward to trade negotiations with other 

governments which could bring about an undistorted, fairer 

dariy market world-wide. 




