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IN THIS ISSUE: 

* U.S. HOG AND PORK IMPORTS IN PERSPECTIVE 

Imports of live hogs and pork into the U.S. from Canada will likely be affected by recent and proposed 
changes in countervailing duties. Minnesota pork producers should be aware of possible impacts on hog prices. 
We should also understand how the current countervailing duty investigations relate to liberalized trade 
measures such as the Canadian-U.S. Free Trade Agreement and the General Agreement on Tariffs and Trade 
(GATT). 

Free trade allows for production to occur where producers have a cost advantage, in the absence of 
government policies affecting production and transportation costs. The presence of such policies may distort 
trade and harm the importing country's producers. Protection of the hog and packing industries from free trade 
is appealing because of the high level of economic activity created by these industries. The wide range of 
government policies between the two countries and across the Canadian provinces complicate the problem of 
determining the impact on costs and prices. 

The U.S. is a large producer and consumer of pork, importing a small proportion of total consumption. 
Canada, on the other hand, depends heavily on pork exports. Twenty six percent of Canada's pork production 
was exported in 1988. These differences affect peoples' perspectives in the two countries toward trade issues. 

Table 1. U.S. Hog and Pork Production and Imports. 1986-1988 

1986 1987 1988 
- - - million pounds - - -

Pork Production 

Imports from Canada 
Live Hogs 
Pork 
Total 

13,998 

88 
458 
545 

Total Hog and Pork Imports as Percent of Total U.S. Supply 

Canada 
World 

2.9 
6.5 

Source: International Trade Commission & Poultry and Swine Outlook 

14,312 

75 
512 
587 

- - - percent - - -
3.2 
7.0 

15,616 

140 
486 
626 

2.9 
6.0 

1986-88 
Change 
percent 

11.6 

59.8 
6.1 

14.8 

-7.7 
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Recent U.S. and Canadian Pork Production and Trade 

United States pork production is shown in Table 1. Total pork production has increased by 11.6 
percent in the past three years. Canadian pork production and exports, as compiled from a recent report by the 
International Trade Commission's (ITC) on countervailing duties, are shown in Table 2. Total exports 
increased 20.9 percent from 1986 to 1988. There appears to be a shift away from the U.S. market, with exports 
to the U.S. increasing only 6 percent. 

Table 2. Canadian Hog and Pork Production and Pork Exports 

1986 

Pork Production 2,004 

Hog and Pork Exports 
United States 458 
Total World 474 

Hog and Pork Export Share of Canadian Production 

United States 
Total World 

23 
24 

Source: International Trade Commission & Poultry and Swine Outlook 

1987 1988 
- - - million pounds - - -

2,066 

512 
525 

- - - percent - - -
25 
25 

2,194 

486 
573 

22 
26 

1986-88 
Change 
percent 

9.5 

6.1 
20.9 

-4.3 
8.3 

United States pork imports from Canada were reduced and live hog imports increased in 1988 as a result 
of labor problems in the Canadian packing industry during the last half of 1988. These problems have for the 
most part been settled, and the spillover of Canadian hogs to U.S. packers is expected to decrease. The total 
value of U.S. pork imports from Canada declined from 1986 to 1988, even though the quantity increased. This 
was the period immediately following the imposition of countervailing dutes on Canadian swine exports to the 
U.S. 

Hog imports were depressed in 1986 but had increased by 1988 -- although nowhere near the level of 
imports prior to the countervailing dutes of 1985 (Figure 1). Overall, the degree of United States' market 
penetration by Canadian hogs and pork combined, as calculated by the ITC, stayed about the same between 1986 
and 1988. Returns above costs to U.S. producers have been declining in the last few years even in light of the 
Canadian countervailing duty restriction's on live hogs. 

A number of Canadian government programs assist hog producers and provide subsidies during 
periods of low prices. Canadian government programs relating to hog production vary widely from province to 
province. While publicity has focused on these subsidies, the Canadians attribute much of the increase in hog 
production to other factors. Corn and barley production has increased in the 1980's, with reduced prices similar 
to the U.S. situation. Supply management in milk, eggs, broilers and turkeys has encouraged feed companies to 
integrate into pork production, and has lead farmers to shift into hogs. A weak economy has reduced 
employment for farmers near cities, making hog production look relatively attractive. Finally, the drop in the 
Canadian dollar relative to the U.S. dollar has allowed U.S. packers to buy more cheaply in Canada. 
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Figure 1. U.S. Hog and Pork Imports from Canada 
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Figure 2. Net RetW'DS to U.S. Producers of Feeder Pigs 
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Countervailing Duties and Causality 

Briefly summarizing GAIT, countervailing duties may be petitioned for after a) determining the 
presence of excessive subsidies, b) showing material injury in a similar industry in the importing country, and c) 
proving causality between the subsidies and injuries. 

The item of causality is addressed for U.S. and Canada through the GAIT Subsidies Code and 
countervailing duty laws of both countries. Subsidies must be shown to affect a country's ability to trade. Then 
the domestic production effects from the levels of subsidy are determined. Actual results from this legislation 
have been criticized because the determination is "whether imports contribute to the material injury, not 
whether the subsidized imports cause material injury."1 

In 1985 the U.S., through the National Pork Producers, petitioned the International Trade Commission 
(ITC) to impose countervailing duties against live hogs imported from Canada. The ITC has the authority to 
determine injury in trade with respect to live hogs but not pork products in 1985. Legislation laid forth a 
procedure to handle such petitions. 

Originally, Canadian imports of live hogs were subject to a $0.042 deposit rate. Upon final review, the 
countervailing duty rate was adjusted downward to $0.0238 and a refund, with interest, was made to Canada. 
Adjustments were derived from eliminating programs which were initially petitioned and determined to be 
harmful. One major program eliminated from consideration was Canada's Research and Development 
Program. This is generally available to all countries, and so was eliminated from the list of distorting programs. 
The definition of live hogs was changed to not include sows and boars after review of the original enabling 
legislation. Excluding these from consideration further reduced the rate. Another eliminated program, 
previously subject to the deposit rate, was a catastrophe relief program in Quebec. These adjustments led to 
the return of the excess charges between the original $0.042 and the final $0.0238 to Canada. 
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