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INTRODUCTION 

In promoting a country's export trade there are essentially 

two different problems involved. First, there is the question of 

how the resources available to that oountry will be best deployed. 

Basiaally this is an economio issue. 

The aeoond type of question is that of access to external 

1 

markets on reasonable terms. If universal free trade prevailed 

throughout the world·auoh a problem would not arise. However, with 

the real and present world of restrictions on trade in the form of 

tariffs, quantitative controls and disoriminato:cy internal legislation, 

its significance in the present marketing of temperate agricultural 

commodities seems to be greater than the economic question of the 

extent to whioh exports are available. Fundamentally, suoh an 

issue is a matter of inter-governmental politics, involving the 

countries oonoerned in inter-governmental negotiations. 1 

If auoh negotiations are to be oonoluded successfully, there 

must be a mutual willingness by the parties involved to allow greater 

aooess to imports, the basio assumption being that both sides will 

be better off and a higher level of trade or welfare achieved. The 

greatest obstacles to the diversifioation of New Zealand's agricultural 

commodity markets lie in its inability to effect agreements in suoh 

1Thia analysis relies heavily on L.V. Castle, 'The Pattern of Trade 
Relations', Background Paper 15, Export Development Conference, 1963 
(Wellington, Government Printer for the Department of Industries 
and Commerce, 1963). 



negotiatio:ns due to the great disparity of bargaining power between 

large industrial countries, which are the main oonsumers of the 

types of agricultural commodities New Zealand exports, and the 

smaller countries, suoh as New Zealand. 

Varying stages of eoonomio development of different countries 

also may hinder aey nation trying to sell its exports. Wealthy 

balanced economies, such as the Vnited States, oan afford to 

support their less efficient producers. Suoh countries oan afford 

not .to achieve their optimum eoonomio efficiency, and therefore, 

oan bear the expense'of subsidising large and inefficient sectors 

within their country in the interests of political harmo~ rather 

than on promoting ariy efficiency of resource use. Such countries 

may also prefer as part of their domestic and international goals 

2 

to make themselves as economically self-sufficient as their resources 

will allow. This type of policy is a luxury which smaller and leas 

weal~hy countries cannot afford. In addition, small and leas 

wealthy countries must frequently be careful not to offend the 

political sensitivities of large nations on whom they depend for 

markets. 

Unfortunately nearly all these factors in bargaining power tell 

against New Zealand. As is the case with most small nations,1 its 

exports are heavily concentrated in product and in market terms, but 

more important, they compete with sensitive areas of production in 

1 ' 
David Vital, The Ine ualit 
in International Relations 
Chapter 3. 

of States I A Stu of the Small Power 
London, Ox~ord University Press, 19 7 , 
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other countries. Its position is weakened even further by the fact 

that its share of world ·trade is not significant. 

With these factors in mind it is proposed in this stud.y" to 

demonstrate the efforts of New Zealand to develop a market for its 

meat, wool and dairy products in the United States. New Zealand is 

one of the most efficient producers of temperate agricultural products 

in the world and yet in the major oonsuming countries of these 

commodities, including the United States, it finds that attempts to 

develop an export trade are frustrated by polioies which restrain 

demand, stimulate output and require trade barriers to support the 

artifioally high prioe levels. 

Nevertheless, the United States has been seen as an essential 

market in New Zealand's diversification drive. Greater emphasis 

in agricultural marketing circles in New Zealand has been placed 

on the United States ever since the termination of the bulk-purchase 

agreements with the United Kingdom in 1954, and more particularly 

with Britain's proposed entry into the EEC during the last deoade. 

Although ourrently 17 per cent of New Zealand's exports find their 

way to the American market, this market has not developed to the 

extent that some had anticipated. 

In this thesis an examination is made of why the United States 

has become an important market for New Zealand's agricultural 

oommoditiea and what political factors have been restricting greater 

growth. 

The study proceeds with two background chapters. Chapter I 

considers why New Zealand has found it necessary to diversify its 



markets and why it was insulated from the problems of agricultural 

protectionism until the· 1950s. In Chapter II we look specifically 

at the United States, with a disoussion of the strength of 

agricultural representation, agricultural organisations and the 

agricultural prioe support programmes of that country. 

4 

The following three chapters contain the substantive part of the 

study, which examines individually the restrictions and problems 

encountered by New Zealand in marketing dairy produote, meat and 

wool in the United States. 

Chapter VI is a.brief study of New Zealand's efforts in 

multilateral organisations to secure greater aooess for its 

agricultural commodities. Most attention is focussed on GATT, with 

particular emphasis being given to the role of the United States and 

its attitude to agricultural protectionism. 

In Chapter VII we try to draw some conclusions and look at 

future prospects for resolving the mounting exasperation being 

experienced by many countries in marketing temperate agricultural 

commodities. Also included in this chapter is a section on the 

relationship between New Zealand's trade and its political and 

security commitments with the United States. 
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CHAPTER I 

A BACKGROUND OF DEPENDENCE 

Produot Speoialisation 

.. Throughout its short history New Zealand has been dependent on 

overseas trade for its development and progress. Apart from a short 

period during the middle of the last oentury, exports have been 

predominantly composed of agricultural commodities from its farming 

industry. 

Although the systematio colonisation by the British in the 

1840a did lay the foundations of New Zealand's agricultural industries, 

it was not until the introduction of refrigerated shipping in 1882 

that it was possible to export perishable foodstuffs beyond Australia. 

This aohievement not only made farmers and exporters in New Zealand 

realise that all surplus perishable food products could be exported, 

but more important, that there was an apparently insatiable market. 

It stimulated the growth of new industries, new developments in stock 

breeding and the use of new farming techniques. These developments, 

aided by a substantial inflow of British capital, •set New Zealanq 

on the path of economio growth and established the central oement 

around which the whole eoonomio pattern has been built over the 

last 100 years•. 1 

Farm produotion in New Zealand thus began to be directed towards 

the supply of one overseas market, the United Kingdom. But it must 

1F.W. Holmes, et.al., New Zealand and an enlarged EEC (Wellington 
New Zealand Monetary and Economic Council, Report No. 19, 1970), p. 1. 



be emphasised that despite the technological breakthroughs in New 

Zealand agriculture, all of this would have been to little avail 

had the United Kingdom not pursued a 'free trade' policy as regards 

agricultural imports. The open door policy, together with a period 

6 

of relative stagnation in British farming and rise in British living 

standards, meant that the more New Zealand produced the more Britain 

was prepared to buy at what were, on the whole, very favourable prices. 

The cumulative effect of this was that New Zealand by the 

First World War had become a specialist producer of meat, dairy 

produce and wool. Apart from the introduction of refrigeration, 

the main reason for specialisation in these products lies in the 

fact that land used in this way gave higher net returns per aore 

than was the oase with other commodities, such as oereals, which 

oould be, or were being, produced. The oost of transporting over 

long distances bulk goods such as wool, hides and skins, or 

perishable goods such as meat and dairy produots, ,had been offset, 

even at this early time, by climatic advantages and the high level 

of efficiency attained by New Zealand farmers. 

The depression of the 1930s brought extremely difficult times 

for New Zealand, a nation so dependent on international trade. 

As a number of countries attempted to resolve their own domestic 

problems by erecting protective barriers to trade, the export trade 

of other nations was adversely affeomed. It was during the 1920s 

and 1930s that· the rather special problems of trade in. agrioul tural 

commodities became apparent and •agriculture had begun to olaim a 



special place in international trade polioy•.l With many importing 

countries devising internal support systems, which required heavy 

proteotion in the form of tariffs and quantitative reatriotions, 

inoreased quantities of agricultural produoe flowed into the 

unproteated and depressed British market. 

The Ottawa Agreements 

In 1932 the Uni tad Kingdom finally abandoned the policy of 

'free trade' and the principle of Commonwealth Preference was 

1 

embodied in its Import Duties Aot. At the Ottawa Conference of that 

year, New Zealand and other Commonwealth countries banded together, 

through a series of agreements, to offset the effects of greater 

restriotions being imposed on their trade and to proteot their 

balance of payments position in the face of falling commodity prices. 

New Zealand in these agreements undertook to maintain a 

preferential tariff on imports from the United Kingdom, while the 

United Kingdom for its part granted duty-free entry for most of 

New Zealand's exports and agreed to maintain specified duties on 

some foreign products of interest to New Zealand. The United Kingdom 

also undertook to place quotas on foreign meats. 

While the Ottawa Agreements did provide for preferences on 

butter and cheese, the most important aspect for New Zealand was the 

guarantee of unrestricted duty-free entry for virtually all of 

New Zealand's exports. 

1J .H. Richter, 'The Place of' Agriculture in International Trade Policy', 
Canadian Journal of Agricultural Eoonomios, Vol. XII, No. 2, July 
1964, p. 1. 



Bulk-Purohase Contraots 

The outbrealc of war in 1939 tightened New Zealand's dependence 

on the British market. Under bulk-purchase agreements drawn up 

between the New Zealand government and the United Kingdom Ministry 

of Food, the United Kingdom beoame the sole purchaser of the whole 

of New Zealand's export surplus of meat, dairy produce, wool and 

tallow, apart from a small supply made to the United States under 

the Lend Lease Aot. Besides annual negotiations on prices, 

8 

agreement was also reached on the percentage of total output whioh 

New Zealand might send to other markets. No longer were New Zealand's 

main agrioultural commodities subjeot to the vagaries of the free 

market in the United Kingdom, even though it had been receiving 

preferential trading rights under the Ottawa Agreements. 

Bulk-purchase agreements, which for meat and dairy products 

continued until 1954,l and the repeated British requests that New 

Zealand should increase production, particularly in meat, encouraged 

the belief in New Zealand that the United Kingdom could absorb all 

the foodstuffs New Zealand could produce. The British interest was 

to ensure a. steady supply of relatively cheap food and it often proved 

difficult for New Zealand negotiators to secure British agreement 

to an increase in the •other market' percentage. 

Given this situation, there was little inoentive to lessen 

New Zealand's dependenoe on that market. One oould perhaps argue 

that it was during this period New Zealand should have started an 

1After the sale of the 1945/46 clip bulk purchase of wool ceased. 
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intensive drive for additional markets and by not doing so it may 

have added to its later difficulties. But the problems in 

negotiating an increase in the 'other market• percentage and the 

appearance to many producers that New Zealand could never develop 

enough foodstuffs to meet the demand of British consumers, tended to 

nullify any efforts in this direotione 

Termination of Bulk-Purchase Contrae;i;s 

The termination o~ the bulk-pu_rohase contracts for the sale of 

dairy produots and meat to the United Kingdom brought about a 

significant change in New Zealand's trading polioy. In future, 

market conditions and the quality of New Zealand's agricultural 

commodities would determine price rather than the government-to

government negotiations. 

Without the security of export income it was essential for 

New Zealand's wellbeing that it should secure aooess to the British 

market. The victory of the Conservative Party in the 1951 elections 

on a platform which included proposals for the abolition of foodstuffs 

rationing, signalled to New Zealand that the bulk-purchase agreements 

would terminate in the near future. Following negotiations in 1952 

the British government, in a joint declaration, undertook to permit 

New Zealand's exportable surplus of meat to be sold on the United 

Kingdom market without qu8..ntitative restriotions until October 1967. 

A similar right for dairy commodities was not obtained until 1957. 

Subjeot to certain qualifications related to possible British 

membership of the EEC and to the faot that a system of quantitative 
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controls was being operated by the British government, 1 these 

undertakings were extended in 1966 until 30 September 1972. 

In 1958 the provisions of the Ottawa Agreements were reviewed. 

On 25 November of that year a new agreement came into foroe in which 

the levels of preference in favour of the United Kingdom, set by the 

1932 Agreement, could be modified. However, the basio principle to 

ensure that the olose and mutually beneficial economic relationship 

between the United Kingdom and New Zealand would continue, was 

retained. The greater soope aohieved by New Zealand in the 1958 

Agreement for the reduction of margins of preference •was intended 

to give New Zealand more bargaining ooin in the GATT eapeoially in 

negotiations with the EEC oountries•o2 

The formal arrangemen-taoutlined, guaranteeing unrestricted 

duty-free entry for New Zealand's main agricultural exports, have 

been regarded by New Zealand as of the utmost importance. Despite 

the termination of the bulk oontraots with the United Kingdom and 

the growing diversification of New Zealand's a,g:r'ioultural markets, 

and the resultant decreasing reliance on the British market, as 

1In 1961 New Zealand voluntarily waived the right of unrestricted 
access and the 15 shillings per owt margin of preference for butter 
in favour of a quota system to protect the price of New Zealand 
butter against dumped and subsidised supplies. The British government 
reaffirmed its intention in the 1966 Agreement not to remove quota 
restrictions on butter ao long as the oiroumstanoes for which they 
were imposed remained. Since the 1966 Agreement a sohema of 
'voluntary :restraint', rather than a formal quota system, has been 
imposed by the British government on the importing of cheese as a 
further measure for British suppliers of dairy products against dumped 
and subsidised imports. Because of shortages of supply, the quotas 
for hath butter and cheese were suspended in September 1971. 

2ri.v. Castle, 1 New Zealand Trade and Aid Policies in Relation to the 
Paoifio and Asian Region•, in Pacific Trade and De~elo ment, ed. 
K. Kojima (Tokyo, Japanese Economic Research Centre, 19 , pp. 85 - 86. 
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illustrated in Table 1 - 1, a number of New Zealand's agricultural 

commodities are still very dependent on the British market (Table 1 - 2). 

For three of them, lamb, butter and cheese, the degree of dependence 

is very high and it is these commodities which are most threatened 

by British entry to the EEC. 1 This close association with the 

British market and the tailoring of domestic supplies to meet the 

latter's requirements have not required major changes in the New 

Zealand agricultural pattern for more than half a century and have 

been a vital element in sustaining New Zealand's standard of living. 

Stimulus for Diversification 

In the years immediately following the termination of the 

bulk-purohase contracts, New Zealand confidently expeated that its 

trading arrangements with the United Kingdom, would continue to provide 

the principal basis for its export income. However, as British 

production of milk and meat rapidly increased, together with a slowing 

down in the growth of oonsumption of these oommodities and the 

emergence of surpluses of dairy products on the world markets, 

New Zealand began to realise that it could no longer rely indefinitely 

on the British market to absorb a steady increase of New Zealand 

exports at increased prioes. The United Kingdom had never guaranteed 

1rn the .terms negotiated by the British government for entry to the 
EEC in June 1971 New Zealand has been guaranteed access until 1977 
for 71 per cent, on a milk equivalent basis, of its 1971 levels of 
butter and cheese exports to the United Kingdom. Guaranteed access 
for butter is to be reduced in 5 equal stages to 136,000 tons by 
1977, while cheese is to be reduced to 90 per cent, then 80 per cent, 
60 per cent, 40 per cent and to 20 per cent in the 5 years between 
1973 and 1977 of the 1971 level of 75,000 tons. Price is to be 
arranged on the average levels between 1969 and 1972. As for lamb, 
the EEC has not yet implemented a common agricultural policy for 
sheepmeats. 



TABLE 1 - 1 THE PROPORTION OF NEW ZEALA~W' S EXPORTS TO THE 
UNITED KINGDOM AND THE UNITED STATES, AS A 
?ERCENTAGE, 1946 - 1971, BY SELECTED YE.A.RS 

Year 

1946 
1949 
1952 
1955 
1958 
1961 
1964 
1967 
1970 
1971 

(Value f.o.b.,) 

United. 
Kingdom 

70.4 
73,4 
65.3 
65.6 
55.8 
51.0 
48.9 
44.6 
34.3 
31,6 

United 
States 

9.6 
3.8 

11.4 
5.8 

14.6 
14.9 
13,4 
15.4 
17.2 
16.6 

Source:. Department of Statistics. 

TABLE 1 - 2 THE PROPORTION OF CERTAIN NEW ZEALAND AGRICULTURAL 
COMMODITY EXPORTS GOING TO THE UNITED KINGDOM, AS A 
PERCENTAGE, YEAR ENDED JUNE 1969 

Commodity 

Butter 
Lamb 
Cheese 
Casein 
Mutton 
Beef a.11d Veal 

(Value f.o.b.) 

Condensed., Evaporated and Dried Milk 
Wool 

Percentage 

90.9 
88.3 
79.0 
10.4 
19.7 
7.3 

17 .. 9 
21.6 

Source: Department of Statistics, New Zealand External Trade 
Statistics, 1968 - 69. 
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to New Zealand that it would, other than by the .use of tariffs, 

restrict the entry of competing supplies from other sources. Nor 

was the British government prepared to accept any s'erious 

limitations on its freedom to encourage the expansion of ·its own 

agriculture through the use of deficiency payments to farmers. 

Although New Zealand's searoh for markets had started before 
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the termination of the bulk-purchase contracts, it was not until the 

realisation that Britain could no longer go on indefinitely absorbing 
. . 

· an approximate increase of 3 per cent yearly in_ New Zealand's 

agricultural exports, that policy m~ers and producers in New Zealand 

concerned themselves with policies of agricultural protection. As 

has been pointed out, such policies had been practiced in most 

temperate-zone industrial countries for decades but because of 

New Zealand's special trading arrangements_with the United Kir18dom, 

it ha.d b_een insulated from the problems of marketing agricultural 

commodities in the rest of the world. 

The question of access to markets outside the United Kingdom 

· has become more urgent during ·the last deoade. The fact th.at 

General de Gaulle kept Britain out of the EEC i_n 1963 and 1967, in 

circumstances in which the extent of protection attainable for 

vital New Zealand trading interests remained very muoh an unknown 

factor, intensified New Zealand's searoh for markets for its

agricultural commodi ti.es. This new urgency obliged New Zealand to 

try and forge closer political ·and economic links outside Western 

Europe. The United States is one of those links. But as Castle 

points out in reference to both New Zealand and Australia's economic. 



relations with the United Statess 

What continues to worry Australia and New Zealand most is the 
continuing uncertainty which surrounds the conditions of 
aooess for their exports to the United States. While 
remaining firm adherents of the GATT they have no oonfidenoe 
that this organisation oan do anything to protect them from 
American actions contrary to its avowed aims. Still less 
have they grounds for comfort in frequent United States 
affirmations of adherence to the principles of multilateral, 
non-discriminatory world trade, affirmations which they have 
long since learned do not exclude actions which rest on 
entirely opposite·prinoiples. This is the •credibility gap' 
in their eoonomio relations with the United States whioh 
will ta'k:e a long time to dispel.1 

1L.V. Castle, 'Problems and Prospeats in Eoonomio Relatipns among 
the Three ANZUS Countries', in Asia and the Pacific in the 19 Os, 
ed. Bruoe Brown (Weliington, A.H. & A.W. Reed, 1971, p. 107. 

14 
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CHAPTER II 

THE AMERICAN AGRICUIIrURAL LOBBY 

Professor John Coppook, of Stanford University, has desoribed 

agricultural trade as a national rather than an international 

problem. 1 He sees short-term policy expedients adopted by national 

governments to safeguard domestic farmers at the root of the present 

disorganised system of trade in agricultural commodities. Coppook 

remarks: 

Agrioultural policies in the industrial countries are 
essentially isolationist, and international relations - trade 
are little more than a patchwork of· import restriotions and 
export subsidies, both essentially o:pportunistia in origin.2 

Initially many of the agrioultural protectionist policies 

adopted by industrial countries during the inter-war period, or since 

1945, were intended to meet special short-term problems. However, 

sinoe their inception numerous difficulties have oomplioated matters, 

for despite an ever increasing expansion in agricultural output, 

resulting from improved farming techniques (mechanisation, fertilisers, 

weedioides,.pesticides, improved strains of plants and animals, 

management programming) ·and changes in the structure of markets, these 

policies have been retained. Large increases in production have 

tended to create surpluses and depress prices in these high-income 

countries, where demand for agricultural commodities is relatively 

inelastic. Thus while farm incomes have risen overall, they have done 

1Jobn O. Coppock, Atlantic Agricultural Unity (New York, McGraw-Hill, 
·for the Council on Foreign Relations, 1966). 
2 
~-, p. 19. 
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so at a muoh slower rate than other sectors of these economies, so 

that the relative living standards of the farming population have in 

general declined. 

Although many reasons have been given by the governments concerned 

for the continued implementation of agricultural protectionist 

policies, 1 the basic reason in all industrial countries, however, is 

that the ag,rioul tural sector has a powerful poli tioal lobby' .1 The 

content of agricultural policies and .attitudes toward them in suoh 

countries are greatly influenced by organised farmers. Governments 

normally consult with farmers' representatives on farm polioy, usually 

in the interests of political quietude. 

The main aim of agricultural policies in most of the industrialised 

countries is to increase farmers• inoomes. There may be a number of 

other aims suoh as inoome stability, greater productive effioienoy 

and the preservation of rural communities. Suoh agrioultural polioies 

are oomplex, both in themselves and their effects. Ea.oh of these 

countries has its own distinctive measures for raising incomes. Most 

of them have, however, adopted polioieswhich include the broad 

features of price supports, import restriotions and export subsidies. 

In the oase of the United States a formidable battery of general 

and particular devioes have been established to restrict or embargo 

foreign imports. In this ohapter an attempt will be made to describe 

the strength of agricultural representation in the United States, farm 

organisations and.the existing price support .system. 

1navid Robertson, •soope for New Trade Strategy', in Harry G. Johnson 
(ed.), New Trade Strate for the World Econom (London, George 
Allen and Unwin,. 19 9 , p. 2 4. 
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Ideology and Over-Representation 

No industry in the United States has been more the subject of 

governmental policy than agriculture. 1 It is the only industry that 

has a cabinet offioer and House and Senate standing committees all 

its own. In almost every national election farm policy is a major 

issue. As one authority has remarkeda 

Among the major issues of public polioy during the postwar 
era, none proved more difficult to solve than the farm problem. 
Its essential oparacteristio was thist the tendency of 
production, despite a steady deolina in farm population, to 
increase faster than effective demand, creating heavy agricultural 
surpluses. In Congressional debate, this problem produced 
some of the sharpest sectional and.party clashes repeatedly 
throughout the postwar period. But it was little closer to 
solution in 1964 [1972] than it had been in 1945•2 

The relative and absolute decline of the agricultural population 

in the United States has not been accompanied by a proportionate 

decline in the representation of rural areas in Congress. As 

indicated in Table 2 - 1, the proportion of people living on farms 

in the United States had declined to less than 5 per cant by 19700 

Yet the influence of agriculture remains far greater than its 

numerical strength would seem to indicate. In the words of v.o. Keya 

Census after census has recorded the movement of people 
from farms and the growth of cities, yet rural dwellers have 
fought a stubborn rear-guard action to delay full political 
recognition of the fact that America, once predominantly 
agrarian, has become predominantly industrial. 3 

1Leonard W. Weiss, ·Case Studies in American Industry (New York, 
John Wiley & Sons, 1967), p. 19. 

2congress and Nation, Vol. I, 1945 - 1964 (Washington, D.C., 
Congressional Quarterly, 1965), p. 665. . . 

3v.o. Key, Politios, Parties and Pressure Groups (New York, Thomas 
Y. Crowell, 1964), p. 21. 
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TABLE 2 - 1 THE DEC~INE OF UNITED STATES AGRICULTUBE 

Percentage of National 
Income going to Farmers 

Percentage of U.S. Population 
Living on Farms 

1869 - 1879 
1899 - 1908 
1919 - 1928 

1933 
1940 
1950 
1960 
1964 
1968 

20.5 
16.7 
12.2 
8.9 
7.4 
6.9 
2.9 
2.3 
2.1 

1910 
],920 
1930 
1940 
1950 
1960 
1964 
1968 
1970 

34.9 
30.1 
24.9 
23.l 
15.2 
8.7 
6.8 
5.2 
4,8 

Sources.a U .s. Department of Commerce, Statistical Abstraot of the 
United States (various issues), and u.s.D.A., 
Agricultural Statistics (various issues). 

The myth of agricultural fundamentalism and political 

over-representation hav.e been of para.mount i~portanoe in the Amerioa.n 

farmers' efforts to gain political redress for their eoonomic 

grievances. At least sinoe the days of Thomas Jefferson, when small 

farmers were beginning to look on manufacturers and merchants as 

economic and political enemies, farmers have been able to draw on a 

tradition that ascribes special moral values to farm people. Jefferson 

saw them as the best guarantors of the republican system, 'an idea 

which continues to oast its spell over voters, politicians and 

the farmers themselves• .. 1 •Partly from the strength of such notions . 

agriculture has enjoyed~ strategic advantage in politiost2 in the 

loaylon L. Caldwell and Robert M. Lawenoe, Amerioan Government Today 
(New York, W.W. Norton & Company, Inc., 1969), p. 389. 

2Key, op. oi t., p. 21. 
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United States. It ia this faotor which largely explains the failure 

of many Amerioans to recognise that farming has become more of a 

business than a I way of life' .l 
This myth, or ideology, which surrounds agricultural polioy 

in the United States is made even 'more politically potent by the 

fact that agriculture is over-represented by Congress•. 2 The 

constitutional prescription of equal representation of the states 

in the Senate means that rural states such as Montana, North Dakota 

and Mississippi will have the same voting strength as the heavily 

populated, mainly urban states, like New York and California. 

Agricultural representation in the Senate has been fairly 

stable over a long period. This is because the rural-urban population 

shift has involved a great deal of movement across state boundaries. 

Big cities do not grow in South Dakota changing South Dakota from a 

rural to an urban state, but rather South Dakota remains rural, and 

California or New York become more urbanised. Thus the number of 

states with a predominantly urban population is increasing much more 

slowly than the growth of urban communities would indicate. At 

present some 55 to 60 out of the 100 Senators represent states which 

are basically rural-oriented. 

· Rural areas have also been over-represented in the House of 

Representatives. Seats are allotted to eaoh state primarily on the 

1For an exoellent discussion of 'agricultural fundamentalism' or the 
•agricultural creed', see Don Paarlberg, American Farm Policy i A 
Case Stu of Centralized Decision - Makin (New York, John Wiley 
& Sons, 1964 ;, especially Chapter I. 

2Merle Fainsod, Lincoln Gordon, and Joseph C. Palamountain, Jr., 
Government and the American Economy (New York, W.W. Norton & Company, 
Inc. , 1959) , p. 41. 



basis of population, but House districts are drawn by state 

legislatures and state legislatures in almost. every state have 

over-represented rural interests. A study by the Congressional 

Quarterly in 1963 calculated that apportionment of congressional 

seats in each state •to oraate the greatest possible equality in 

district population with a minimum amount of gerrymandering' would 

cause a net lose of 12 seats in 'rural areas' which they defined 
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as including small towns and cities with a population up to 50,000.l 

However, it should be realised that rural representation in the 

House of Representatives has significantly declined in the last 

three decades. As indicated in Table 2 - 1, the farm population 

in the United States constituted 23.l per cent of the total in 1940; 

in 1970 4.8 per oent. In numbers it fell from 30½ million to less 

than 10 million. In 1950 there were 5,648,000 farms; in: 1971 

2,876,000, a fall of almost 50 per oent. 2 The composition of 

Congress has to some extent reflected these developments. All 

farming regions have to some extent suffered reduced representation, 

the border and Southern tobaooo and cotton areas more than moat, 

and the North Eastern dairying area least of all.3 

Although it is impossible to precisely specify the benefits of 

11 congressional Reform', Special Report, Congressional Quarterly, 
7 June 1963, outlined in Charles M. Hardin, 'Present and Prospective 
Policy Problems of U.S. Agricultures As Viewed by a Political 
Scientist•, in Journal of Farm Economics, Vol. XLVII, No. 5, 
December 1965, p. 1093, and Congress and Nation, I, p. 1529. 

2•Rural Poverty: Struggle to Eliminate Poverty', Congressional 
Quarterly Weekly Report, Vol. XXIX, No. 22 9 28 May 1971, p. 1176. 

~To assist the reader there is a reference map of the United States 
at the end of this thesis. 



over-representation to the American farmer, it has, at a minimum, 

enlarged his accese to political decision makers. In the Senate 

especially, agricultural interest groups have had more points of 

aooess 'than urban groups whose members are conoentrated in a few 

populous States'.1 

Control of Committees 

Probably more important than over-representation is the fact 

that the structure and ouatoma of Congress function in auoh a way 
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as to increase the political power of agrioultural groups. Congress 

has found it necessary to delegate important funotiona to committees. 

It is at this level that the pros and cons of issues are weighed, 

the lobbying carried out moat intensively, the decisions made and 

the bills redrafted. Both the Senate and the House of Representatives 

review major legislation but they are unable to consider in detail 

most committee recommendations. Thus the Congressional committees 

are major centres of legislative decision and their operation and 

output is much influenced by their chairmen. 

Just as the standing committees control legislative action, so 
the chairmen are masters of their committees. Selected on the 
basis of seniority, looally elected and locally responsible, 
these 'lord-proprietors' hold key positions in the power · 
structure of Congress. They arrange the agenda of the 
committees, appoint the suboommd.ttees, and refer bills to them. 
They decide what pending measures shall be considered and when, 
oall aommittee meetings, and decide whether or not to bold 
hearings and when. They approve lists of scheduled witnesses, 
seleot their staffs, and authorize staff studies and preside 
at committee hearings. They handl~ reported bills on the floor 
and participate as principal managers in conference committees. 
They are in a position to expedite masures they favor and to 
retard or pigeonhole those they dislike. Strong chairmen oan 

1navid B. Truman, The Governmental Process (New York, Alfred A. Knopf, 
1951), p. 322. 



often induce in executive sessions the kind of committee 
actions that they desireo In the House of Representatives, 
where debate is limited, the chairman in charge of a bill 
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alots time to whomever he pleases during debate on the floor; 
he also has the right to open and olose the debate on bills 
reported by his committee; and he may move the previous 
question whenever he thinks best. In short, committee chairmen 
exercise crucial powers over the legislative prooess.1 

Because of the seniority system, under which chairmanships are 

allooated to the member of the committee most eenfor in terms of 

service, and because also of the greater tendency of rural areas to 

return the same Congressmen, the rural-oriented Congressmen hold a 

disproportionate number of committee chairmanships. This ia 

important because of the number of bills directly and indirectly 

affecting agrioul tural interests wM.oh are referred to Cammi ttees. 

Thus any loss there has been by a decline in numbers 1 is made up by 

the intrenched farm positions in the ruling Congressional clique 1 o 2 

In the second session of the Ninty-first Congress, 13 House of 

Representatives chairmen were from rural districts, 2 from suburban 

distri.cts and 6 from urban districts. Of the Republicans who filled 

the ranking minority positions in that Congress, 11 were from rural 

districts, 4 from suburban districts and 6 from the urban districts. 

In both the House and the Senate the majority of senior Democrats 

were from the South. The majority of senior Republicans in the 

House were from. the Midwest and in the Senate from the East.3 

laeorge Galloway, ~he Lefislative Prooes~ in Congress (New York 9 

Thomas Y. Crowell, 1953, p. 289. 
2charles M. Hardin, 'Farm Political Power and the U.S. Governmental 
Crisis' 9 Journal of Farm Economics, Vol. XL, No. 5 (December 1958), 
p. 1653. 

3,cha.llengea of Seniority System by Both Partiee 9 , Congressiona~ 
Quarterly Weekly Report, Vol. XXIX, No. 3~ 15 January 1971, p. 134. 



In addition to the Committees on Agriculture, Congressmen from 

predominantly rural States hold the chairmanships of committees 

as important to agrioulture as the Senate and House Committees on 

.Appropria:l;iona, and Banking and CurrenoyJ the Senate Committees 

on Government Operations, Public Works, and Finance; the House 

Committees of Ways and Means, and Interstate and Foreign Commerce; 

and the Joint Eoonomio Committee. 1 

Congress and Agricultural Po~ 
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In most areas of American publio polioy the initiative in 

proposing new legi'alation, or modifying existing legislation, rests 

mainly with the executlve branch., However, in the case of agricultural 

polioy 1 Congress has maintained and exercised a great deal of control 

and has not hestitated to modify, reject, or sometimes substitute 

its own policy proposals in place of those that may emanate from the 

President and the Secretary of Agriculture. 

The major centres of decision on farm policy within Congress 

are the House and Senate Agriculture Committees, which are composed 

almost entirely of members from farm states and districts in the 

South, Midwest and Great Plains regions. Rarely do they contain 

more than a member of two representing the urban oonsumer. 2 They 

concentrate primarily on reconciling the various agricultural 

interests. In making assignments to the House Agriculture Committee, 

for exa.mple, 'Both parties take it for granted that wheat, cotton 

1•committees and Subcommittees•, ConlQ;eBsional Quarterly Weekll 
Report, VoL XXIX, No. 17, 23 April 197L 

2Douglas Cate:r, Power in Washingtg.n, (London, Collins, 1965), p. 158. 
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and tobaooo interests should have the majority of representation 

on the Committee'el 

The a.grioulture oommittees are organised along commodity lines 

for the handling of price support legislation. In the House 

Agrioulture Committee members are distributed among ten commodity 

subcommittees, eaoh of whioh is controlled by representatives• 

producing the commodity in question. 2 The chairman of the Senate 

Committae, under an informal arrangement, relies for deoislons on 

particular commodities on member Senators whose states have 

substantial farm intereat~. 3 Thus, at the subcommittee level 

vigorous lobbying takes plaoe for eaoh particular commodity. As 

Douglas Cater states: 

The business of oonstruoting agricultural legislation in 
full committee often resolves itself into combining the 
various subcommittees' reports to make an •omnibus• farm 
bill, thus frustrating the best efforts of an Administration, 
Republican or Demooratio, to promote a farm program that 
makes sense in overall terms~ 4 

Since the Agriculture Committees are dominated by rural-oriented 

Congressmen, it makes i·t almost impossible to obtain agricultural 

legislation unaooeptable to the major interests represented on the 

committees, as they must approve auoh legislation. However, the 

deoline in rural representation has meant that farm Congressmen are 

1Nioholas A. Masters, iCommi'ttee Assignments in the House of 
Representatives', American Political Science Review, Vol. LV, No. 2, 
June 1961, P• 354. 

2see Charles o. Jones, 'Representation in Congress: The Case of the 
House Agriculture Committee•, American Political Science Review, 
Vol. LV, No. 2, June 1961, pp. 358 - 367. 

3Dale E. Hathaway, Government and A ioulture: Publio Polio in a 
Demooratio Sooiety New York, Macmillan, - 193. 

4cater, op.cit., p. 159. 
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no longer able to secure the passage of agricultural legislation 

without the support of a large number of urban Congressmen. Thus 

temporary allianoes between an agricultural and a labour, commercial 

or other groups, are necessary to ensure the passage of 

legislation through Congress. Skilled judgement on the part of 

the committee leadership is needed in order to determine what sort 

of legislation will be accepted by a majority in Congress, and later 

by the President, especially if he is from an opposing party. 

Sectional Divisions of the 'Farm Bloc•l 

Although agricultural interest groups are over-represented in 

Congress, 'American agriculture is neither a solid block of votes nor 

a uniform political aotion group which sets its goals and moves 

towards them with one mind•. 2 Rather, sectional interests prevail 

and as a result representatives of rural interests are deeply divided. 

These diversities of interests reflect the diversity of rural districts 

in the United States. Dairy farmers, sheep a~d cattle farmers, 

tobacco growers, fruit farmers, cotton and grain growers each have 

more or less distinct interests which 'induce commodity conscious~ess• 

rather than a broader 'farm bloc' consciousness.3 Admittedly there 

may be one or two specific issues, such as some taxation legislation, 

1congrassional members from rural and town areas representing the 
agricultural sector, in common terminology, collectively make up 
the 'farm bloo'. The expression has its usefulness as an 
abbreviation, but as is indicated below it rarely operates as a 
bloo. 

2 Charles M. Hardin, The Politics of Agriculture (Glencoe, Ill., 
The Free Press, 1952), P• 14 • 

. 3Fainsod, Gordon and Palamountain, op.cit., P• 40. 



on whioh a 'farm bloo• view is evident, but these are exceptional. 

Thus farmers are pulled in different directions by partisan 

allegiance. Indeed, the interests of one agricultural groups may 
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clash directly with those of another group. For example, cattle 

feeders, who buy feed for their herds, will have their costs raised 

by price support measures designed to benefit corn (maize) growers. 

Even areas specialising in the same product may at times be in 

opposition to eaoh other. In the American dairy industry, for example, 

dairy farmers in the East, close to the oity markets, selling fluid 

milk diverge from ·those dairy farmers further West, who sell for 

rnanufaOlturing, on the question of government control of milk production. 

Congressmen from rural-oriented States or districts may 

therefore represertt a variety of agricultural interests. They may 

represent a tobacco, wheat, sugar, sheep or cattle area; an area 

of small family farms or large mechanised uni ts; an affluent or a. 

poor area; a feed producing or a feed consuming region. Each areas 

interests often offer more scope for conflict than for oo-operation. 1 

Agricultural Organisations 

The variety of agricultural commodities, many in competition 

with others, has produced its own crop of associations representing 

producers. These include, for example, the American National 

Cattlemen's Association, the National Cotton Council of America, 

the National Wool Growers Association, the National Turkey Federation, 

the National Wheat Growers Association, and so on. Three major 

1see 'The Political Impasse in Farm Support Legislation', The Yale 
Law Journal, Vol. LXXI, No. 5,,April 1962, PP• 952 - 978. 
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organisations, however, olaim to speak for agriculture as a whole 

in the United States. They are the American Farm Bureau Federation, 
I 

the National Farmers Union and the National Grange.I 1 

All these organisations representing agricultural interests 

tend to institutionalise sectional, and to some extent, regional 
I 

and ideological differences of American farmers. How~ver, despite 

these apparent divisions, one must never under-estimate t.he power of 

these organisations and their potential effect on New Zealand's 
I 

export interests in the United States. They have large memberships, 

substantial resourcres and efficient administrations. JThey are the 

focus of agricultural pressures on Congress. It is tJese 

organisations that lobby Congressmen, prepare testimony for 

legislative hearings, issue public statements, undertake and mobilise 

public opinion. As has been pointed out, on many issues they have 

contradictory aims and exert pressures in contradictory directions, 

but this is not alwlcy's the case on those issues which are of 

particular interest to New Zealand. 

Unlike the general farmers' organisations, the individual 

producer assooiations are less concerned with wider social and 

political issues .beyond the purely commercial problems of the 

interests they represent. Their memberships are smaller than of 
I. 

those of the broader organisations, their resouraes fewer, and their 

ability to mount broadly based programmes of indirect lobbying to 

1see Congress and Nation, I, pp. 680 - 681, for details of membership 
of major agriculture organi13ations active in the Unite,d States. 
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influence legislation is more limited. These apparent disadvantages, 

however, are offset to some extent by the single-mindedness with 

which they are able to pursue their objectives, being less divided 

than the general organisations because they have a more homogeneous 

membership and a narrower range of interests. Particularly in 

regard to dairy products and beef, as far as New Zealand's interests 

are concerned, they have become highly effective pressure groups. 

Prioe Supports 

The existing United States agriculture assistance programmes 

originated in the New Deal efforts to counterao.t the collapse of 

farm prices and incomes during the depression of the 1930s. The 

Agricultural Adjustment Aots of 1933 and 1938 established a series 

of farm aid programmes designed to raise income and control supply. 

These programmes established a standard for farm prices, which its 

sponsors said was equally fair to farmers and to those who bought 

farm products. This standard was named parity. It was designed to 

establish farm prices that were on a par, in terms of purchasing 
I 

power, with prices, which farmers had received in some period in 

the past when their general position was good. Until 1948 the 

base period was 1910 - 1914, 'when farmers enjoyed their greatest 

peacetime prosperity of this oentury•. 1 Thus if the price received 

per bushel of wheat during 1910 - 1914 was 90 cents and if prioes 

1Robert H. Salisbury, 'Agricultural and Natural Resources', in 
Functions and Policies of American Government, ed. J.W. Peltason 
and James M. Burns (Englewood Cliffs, N.J., Prentice - Hall, 
1967), p. 177. 
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paid by farmers doubled, the parity price would be $1.80 per bushel. 

Price supports, however, were never established at 100 per oent 

of parity. During the 1930s, support prioes were established in 

the general range of 50 to 70 per cent of parity. It was not until 

the Second World War that price supports were established at 

90 per cent of parity. 

During the Second World War and the postwar reconstruction 

period (1941 = 1948) the vast increase in agricultural productivity 

in the United States did not prove too great a problem. 'Heavy 

expansion of demand due to special needs provided ready and 

favorable markets for farm goods'.l In faot, the American government, 

by raising the level of the parity formula during these years, did 

so in order to stimulate production by guaranteeing high prices to 

farmers for their produce. 

In 1948 and 1949 the first great debates on postwar American 

agricultural policy oo4?UI'red when demand started to drop with the 

end of postwar reconstruction. The Korean War provided a temporary 

outlet for excess produotion. Prior to the Korean War, an important 

modification to the parity formula was introduced. Parity prices 

were to be determined by the average prices received by farmers during 

the previous 10 years. However, sinoe the revision in the formula 

resulted in the reduction of parity prices for 'politically 

important orops', primarily wheat and corn, the revised formula did 

not become mandatory until 1957. 

1congress and Nation, I, p. 665. 
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It appears that the main agricultural organisations, with 

the exceptions of the American Farm Bureau Federation and the 

American National Cattlemen's Association, broadly accept Federal 

recognition of the farming industry and, with. varying degrees of 

enthusiasm, the existing Federal programmes, of controlled production 

and controlled prices by means of Federal subsidies. They argue 

that if a policy of free marketing, such as that advocated by 

the American Farm Bureau Federation, was implemented, it would mean 

the collapse of farm prices and the economic ruin of hundreds of 

thousands of farm families. The consequences, they contend, would 

be an over-all depression, the destruction of traditional social 

values seen in American family life, and the transfer of numerous 

untrained people for other types of work to urban labour markets and 

unemployment rolls. 

Within the context of the price support programme, United States 

agricultural policy discussions have oentered mainly around the 

so-called 'basio 1 commodities. The group of major orops includes 

cotton, tobacco, wheat, corn, rioe and peanuts. Many other 

commodities are supported, however, when it appears prices are too 

low. Of particular interest to New Zealand is livestock, dairy 

products and wool whioh are supported, or in the case of cattle and 

sheep, may be supported, within the broad limits prescribed by 

Congress. The prioe at which each commodity will be supported is 

determined separately by the Secretary of Agriculture on the basis 

of the antioipated and expected demand. Generally, it may be said, 

the greater the expected supply in relation to demand, the lower the 
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TABLE 2 - 2 GROSS ANNUAL SALES OF UNITED STATES FARMS, 1967 

Percentage Percentage 
Class Number of all Farms of all Sales 

$40,000 and over 183,000 5.8 47 .o 
$20,000 to $39,999 318,000 10.1 20.8 

$10,000 to $19,999 492,000 15.6 17.3 

$5,000 to $9,999 446,000 14.2 8.1 

$2,500 to $4,999 360,000 11.5 3.4 
Under $2,500 1,347,000 42.8 3.4 

Total 3,146,000 100.0 100.0 

Source: Congress and Nation, Vol. II, 1965 - 1968 (Washington D.C., 
Congressional Quarterly, 1969), p. 558. 

support·prioe. 

The principal mechanism by which prioes are supported centres 

around the Commodity Credit Corporation. If market prices fall 

below those fixed by the Secretary of Agriculture, producers oan 

obtain the support prioe by selling to this government purchasing 

agency. 

Marketing orders are also used in the United States, notably 

for liquid milk •. These orders set minimum prices to be paid to 

farmers in certain areas. Wool and sugar producers receive price 

support in the form of direct subsidies or deficiency payments. 

In order to contain the cost of price supports and to avoid 

excessive stock accumulations, the United States administration 

maintains production controls for grains and cotton. Dairy products, 
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which have often been in surplus, have no federal production controls. 

As has been stated earlier in this ohapter, when any nation 

undertakes to maintain internal prices for selected commodities at 

levels significantly above those elsewhere in the world, two types 

of action soon beoome necessary. To export, it must subsidise, and 

to proteet domestic markets from unlimited foreign supplies, it 

must restrict imports~ Since most of the agricultural organisations 

in the United States are committed to domestic policies which have 

the effect of sustaining agricultural output at a high level, thus 

severely limiting the scope of imports from foreign producers and 

creating additional diffioulties for countries like New Zealand 

seeking to ex;pand commercial markets in third countries. 

Section 22 of the Agricultural Adjustment Aot 

The basio defence measure against agricultural imports into 

the United States was initially made in 1935 by the addition of 

Section 22 to the Agricultural Adjustment Aot of 1933. 

Section 22, with its numerous amendments, provides a broad 

grant of authority to the United States administration to restrict 

agricultural imports under specified conditions. It requires the 

Secretary of Agriculture to advise the President whenever he has 

reason to believe that any article or articles are being or are 

praotically certain to be imported under such conditions and in such 

quantities as to render or tend to render ineffective or materially 

interfere with any price-support or other programme, relating to 

agricultural commodities, undertaken by the Department of Agriculture, 

or to reduce substantially the amount of any product processed in 



the United States from· any agrioultural oommodi ty or produot 

thereof with respect to whioh any such programme or operation is 

being undertaken. If the President ooncurs in the Secretary's 

findings, he is directed to order an investigation by the Tariff 

Commission. 'The presence of the Department of Agriculture as a 

prominent party tends to shorten the Commission's investigation 

through the availability of the extensive data compiled in the 

preliminary study 1 • 1 
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Following receipt of the report, the President, if he agrees 

with its findings, has a number of remed.ies available to him under 

Section 220 Such remedies mey- consist of either fees to a maximum 

50 per cent~ valorem or absolute quotas which limit imports to not 

less than 50 per cent of the quantities imported during a previous 

representative base period, as determined by the President. The 

President has authority to take emergency action under Section 22 

pending the advice of the Secretary of Agriculture if he determines 

that emergency action is required. 

In a similar manner, the Seo.retary of Agriculture may advise 

the President that oondi.tions have ohanged in a sector of agrioul ture 

and existing Sea.tion 22 restrictions may, in his opinion, be relaxed. 

The President, following an investigation by the Tariff Commission, 

may liberalise or terminate the existing import controls on the 

artioles concerned. 
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The preference for quotas in Seo:tion 22 actions is a reflection 

of the need to impose precise quantitative limitations on imports 

to prevent disruption of domestic support programmes. Fees or duties, 

even as high as 50 per cent, may not be sufficient to prevent imports 

of oommodities in surplus in international markets. 'The insensitivity 

of quotas to competitive market forces, ordinarily a major 

disadvantage, is not an important consideration where conditions of 

domestic overproduction and artificially supported prices exist 1 .l 

Evaluation 

·In their lobbying, agricultural interests in the United States 

have a built-in advantage enjoyed by few other pressure groups; 

they are able to elect substantial numbers of Congressmen who 

directly represent agriculture in the legislative branoh. Despite 

the fact that American agriculture is neither a solid bloc of 

votes nor a uniform political action group, farm lobbyists are 

nevertheless guaranteed a sympathetic hearing in a way that is 

denied to most other pressure groups representing smaller and more 

dispersed groups of voters. 

As Kenneth Mackenzie states, 

Within Congress itself the pressures of local, state and 
regional interests are magnified. A Congressman, unlike 
his parliamentary counterpart, cannot take refuge in party 
solidarity or executive policy; his vote is his own and he 
alone bears the political responsibility to his constituents 
for it. The result, particularly in the field of foreign 
trade, is that looal and regional factors prevail in Congress 
while the national interest is championed by the executive. 
This polarisation of oonflioting interests aggravates the 
tensions between the President and Congress.2 

1Ibid., p. 191. 
2-
~-, pp. 32 - 33. 



Frequent affirmations of adherence to the.principles of 

multilateral, non=disoriminatory world trade, voiced by those 

representing the President hav.e little meaning so long as 

protectionist policies are supported by the majority in Congress. 

The periodic grants of authority to the President, by Congress, 

to reduce tariffs to certain specified levels in reciprocal trade 

negotiations is the only right the President bas to reduce 

protectionist trade policies. 1 The granting of such authority 

depends on the mood and orientation of the particular Congresso 

The President bas never had power to grant duty-free entry to 

a particular item of trade or to abolish quantitative restrictions 

imposed on foreign imports without first gaining the approval of 

Congress. Thus the all too frequently observed •credibility gap' 

in American trade policy largely emanates from the constitutional 
I 

nature of United States government. The structure and customs of 

Congress function to increase the ability of agricultural 

protectionist groups to influence trade policy. Therefore any 

assurances given by the President, or his representatives, in 

regard to a particular agricultural trade policy, ultimately 

depend on the attitude of Congress. 

1Trade Expansion Act, 1962, for example, permitted the President 
until 30 June 1967, to enter·into trade agreements which, with 
certain exceptions, could negotiate decreases in any rate of duty 
by not more than 5o·per cent of rate in effect on l July 1962. 
President Nixon, at present, bas no such authority. 

35 



CHAPTER III 

DAIRY PROilJ"1'S 
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Although in terms of production New Zealand produces only 

approximately 1.8 per cent of the world's oow milk,l it is 

nevertheless the world's largest exporter of butter and third largest 

exporter of cheese and milk powders. In 1969 total world production 

of butter amounted to over 3.7 million tons of which some 626,000 

tons, or nearly 17 per cent, entered world trade. Of this quantity 

some 410,000 tons went to the United KingdomJ aooounting for 77 per 

cent of the world's butter imports. Cheese exports in the same 

year amounted to 667,000 tons of which 153,00Q tons were sent to the 

United Kingdom (Table 3 - 1). 

Dairy products, more than any other of the major agricultural 

commodities exported by New Zealand, have been the most sensitive 

to, ana the most affected by, agricultural protectionist policies. 
l 

Apart from the United Kingdom, the main sizeable markets for dairy 

products exist in temperate-zone industrial countries. However, 

these countries are oommitted to the maintenance of high domestic 

price support systems, and therefore opportunities to exporters are 

very limited. 

Despite being the world's most efficient dairy producer, as 

Table 3 - 2 clearly indicates, New Zealand has found it difficult to 

diversify away from the British market. As the 1961 Annual Report of 

the New Zealand Dairy Products Marketing Commission states: 

1see Appendix I.· 



TABLE 3 - 1 MAJOR PRODUCING, EXPORTING AND IMPORTING COUNTRIES OF BUTTER, CHEESE AND MILK 
POWDERS, 1969 

Dairy Producing Countries Exporting Countries Importing Countries 
Products Countx•y '000 Tons % Country '000 Tons % Country '000 Tons 

Butter USSR 935.0 25 .. 0 New Zea.land· 182.0 29.1 United Kingdom 410.0 
West Germ,:iny 501.8 13.4 Denmark 98.2 15.7 I·taly 29.5 
United Sta.tea 500.,5 13.4 Australia 80.3 12.8 J.forocco 25.3 
France 466.5 12.5 USSR 73.1 11.7 West Germany 16.1 
New Zeal and ~6.1 #.i France £:~ ..L.2. S·lri. tzerland 1J.1 

Total (5) 2,39.9 7 • Total ( 5) 11.2 Total (5) 494.0 
World Total ~-740 .. 6 100.0 World Total 625.8 100.0 World Total '5~·2.8 

Cheese United States 888.2 21.8 Netherlands 160.9 24.1 Uni.ted Kingdom 153.1 
France 740.0 18.2 France 89.4 13.4 West Germany 124.8 
Italy 455.3 11.2 New Zealand 89.2 13.4 Italy 77.8 
USSR 415.0 10.2 Denmark 60.9 9.1 United States 64.3 
N etherlar1ds 2~~-6 ~ ·West Germany ~ ~ Belgium ~ Total (5) 2,754.1 1.1 Total ( 5) 44 .5 1.2 Total (5) 4 .9 
World Total 4.072.4 100.0 World Total. 666.'5 100.0 llorld Total 588.3 

Mille United States 938.1 ZT .6 France 283.7 13.8 Ita..ly 197.4 
Powders :France 708.6 20.8 United States 203.8 9.9 Netherlands 192.0 

West Germany 418.1 12.3 New Zea.land 170.7 8.3 Japan 65.8 
Canada. 202.5 6.0 Canada. 106.7 5.2 United Kingdom 50.1 
Netherlands 110.0 ~ Belgium ~ _!:,2 Philippines !~•! 

Total ( 5) 2,437.3 11.1 Total ( 5) 57.5 41.7 Total ( 5) 550.7 
World Total 3,403.1 100.0 World Total 2,051.0 100.0 World Tota.l 815.7 

% 

77,.0 
5.5 
4.,7 
3.0 

...b.2 
92.7 

100.0 

26.,0 
21.2 
13 .. 2 
10.9 
8.o 

79-3 
100.0 

24.2 
23 .. 5 
8.1 
6 .. 1 
~ 
67 .5 

100.0 

Sources: u.s.D.A., Agricultural Statistics, 1911, and Commonwealth Secretariat, Meat and Dairy Bulletin 
( various, issues). 

l.,J 
-...:i 
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TABLE 3 - 2 FLUID MILKa COMPARISON OF PRODJCER PRICES IN LEADING 
DAIRY PROIUCING COUNTRIESa 

Country 1955 1960 1963 .1968 

$US per Hectolitre 

Australia 5. 73 6.16 6.16 
Canada 6.55 7.22 6.49 8.07 
Denmark 6.03 5.45 6.26 5.87 
Franoe 7.14 6.68 8.30 
West Germany 7.24 8.28 10.10 10.16 
Italy ,. ... ,.,. 

o.::,t:: 7.30 8.92 9.25 
Netherlands 6.53 7.98 8. 26 10.05 
New Zealand 4.95 4.70 4. 73 (5.08)b 
Sweden 7.13 8.49 8.87 11.06 
United Kingdom 10.03 9.14 . 8.98 8.80 
United States 8.84 9.50 9.34 12.04 

Index Base: New Zealand Price= 100 

Australia 116 131 130 
Canada 132 154 137 159 
Denmark 122 116 132 116 
France 144 142 175 
West Germany 146 176 214 200 
Italy 132 155 189 182 
Netherlands 132 170 175 198 
New Zealand 100 100 100 100 
Sweden 144 181 188 218 
United Kingdom 203 194 190 173 
United States 179 202 197 237 

Sources F.A.O. Production Yearbook, 1969. 

a.Average producer prioe for milk used for all purposes. 
bNo available figure for av.erage produce; price for milk used for all 

purposes. This figure is the average producer price for town milk 
suppliers. Unlike suppliers of manufacturing milk, town milk 
suppliers are in the ambivalent situation of receiving a price based 
on overseas prices for cheese while supplying a wholly protected 
market. They insist on their entitlement to gains of higher prices 
in years of world cheese shortages, yet seek compensation for increased 
costs of production in years when the price of cheese falls overseas 
and there is no increase in the basic price of milk fat used for. 
oheesemaking. Thus town milk suppliers get a much higher price far 
their milkJ this figure highlighting even more the relative 
efficiency of the New Zealand dairy i,ndustry. 
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By 1954 when the bulk selling era ended, most of the world's 
major markets for butter and oheese had fenced themselves 
in by means of tariffs and quantitative import restriotions 
or outright prohibitions, in order to fence out low-oost 
producers, among whioh New Zealand is pre-eminent. 
Since that time it has been possible to make only sporadic 
sales in the major dairy products consuming countries of 
Continental Europe and North America..1 

One of the 'fenced in' markets is the United States. The 

United States policies towards dairy products have been a source of 

much ill-feeling in the trading relationship between that country 

and New Zealand. This friction has stemmed not only from the direct 

effects of restricting access to that market but also from the disposal 

of American accumulated dairy surplus stocks on world export markets. 

The United States in 1955 obtained a waiver under the GATT to impose 

quantitative restrictions on oertain agrioultural commodities, 

including dairy produots. New Zealand was virtually alone in voti}ls 

against the waiver and in the ensuing years has not been prepared to 

take the restrictions lying down. A number of dairy products have 

been developed and adapted by the New Zealand dairy industry in 

order to legally circumvent the imposed American restrictions. Thus 

the actual volume of dairy products disposed by New Zealand on the 

American market has been far greater than seemed possible at the 

time of the GATT waiver. Adjustments, however, have been made 

periodically by the United States administration in order to extend 

the soope of their restrictions to cover the newly developed products. 

American restrictions on the imports of dairy products long 

1 Fourteenth Annual ort of the New Zealand Dair Products Marketin 
Commission, 19 1, 10. 



antedate the termination of the bulk-purchase contracts in 1954. 

In this chapter an examination will be made of the nature of the 
I 

United States dairy industry and the development of New Zealand's 

trade in dairy products with that country. 

United States Dairy Industry 
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In 1969 the American dairy herd of 14.2 million cows produced 

over 16 per cent of the world's fluid cow's milk and was the world's 

second largest producer of milk behind the u.s.s.n.l Although 

United States oow numbers have declined by about 40 per oebt in the 

last 20 years, raw milk output has remained at a near constant 

115,000 million lb. 

Demand for dairy products in the United States has for some time 

been increasingly supplanted by nonfat substitutes, partly:beoause 
I 

of growing concern about the possible health hazards of a iarge 

' 
consumption of animal fats, but also because the latter ar~ a good 

I 
deal cheaper. Among such articles currently available on the market 

\ 

are oleomargarine, nondairy creamers, whipped toppings, an~ imitation 

dairy products, including milk, made from vegetable fat~ ihe American 

consumer, who in 1940 bought a qua.rt of whole milk for 11 6ents, now 

pays 29 cents. Butter, whioh cost 36 cents per lb 30 years ago, 

1see Appendix I. 

2u.s. Tariff Commission, Certain Dairy Products. Report on 
Investigation No. 332 - 64 under Section 332 of the Tariff Act of 
1930 Pursuant to a Resolution of the Committee on Ways and Means 
of the House of Representatives Adopted June 23, 1970. T.C. 
Publication 340 · (Washington, D.C., October 1970), p. 13. Hereafter 
cited as U.S.T.Ce Publication 340. 
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TABLE 3 - 3 UNITED STATES CONSUMPTION OF BUTTER AND MARGARINE, 
1940 - 1970, BY SELECTED YEARS 

Year Butter Margarine 
Total Per capita Total Per capita 

(Thousand Tons) (lb) (Thousand Tons) ( lb) 

1940 1,001.8 17.0 142.0 2.4 
1945 630.8 10.9 234.4 4.1 
1950 720.5 10.7 409.8 6.1 
1955 652 .. 2 9.,0 590.6 8.2 
1960 594.6 7 - " 748.2 9.4 I • ./ 

1965 550.0 6.4 844.2 9.9 
1970 472.8 5.3 992.4 11.0 

Souroez U.S.D.A., Agricultural Statistics (various issues). 

now sells for 88 cents. 1 

Margarine, which has long competed with butter, has had the 

greatest impact on the decline of dairy product consumption in the 

United Statas. 2 Per capita oonsumption of margarine has increased 

by more than 4 times since 1940 while butter consumption has dropped 

by nearly 70 per cent (Table 3 - 3). Over the same period per capita 

consumption of condensed and evaporated milk has declined by more 

than 60 per cent while that of fluid whole milk and fluid cream has 

decreased by 18 per cent in the last 10 years.3 These declines in 

consumption have only been partially offset by increases in cheese, 

ice cream and nonfat milk powder consumption (Table 3 - 4). 

1u.s.D.A., Farm - Retail Price Spreads for Food Products, November 
1957, and September 1971. 

2The average retail price per lb of margarine in the United States in 
1971 was 33 cents. U._s.D.A., Dairy Situation, March 1972, p. 22. 

3u.s.D.A., Agricultural Statisti~s, 1971, p. 403. 



TABLE 3 - 4 

Year Butter 

1940 17.0 
1945 10.9 
1950 10.7 
1955 9.0 
1960 7.5 
1965 6.4 
1970 5.3 

PER CAPITA CONSUMPTION OF DAIRY PROIUC'fS IN THE 
UNITED STATES, 1940 - 1970, BY SELECTED YEARS 

Cheese Condensed and Ice Crea.ma Nonfat dry 
Evaporated Milk 

Milk 

(lb) 

6.o 19.3 11.4 2.2 
t:: .., 
u • I 18.3 15.7 1.9 
1.1 20.1 11.2 3.7 
1.9 16.2 18.0 5.5 
8.3 13.7 18.3 6.2 

. 9.5 10.6 18.5 5.6 
11.5 7.4 17.8 5.7 

Source: U •. s.D.A., Agricultural Statistics (various issues) 

81>roduot weight 
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Dairy producers are found in all 50 states, but most of the 

manufacturing milk is produced in the Lake, Corn Belt and Northern 

Plains states, whioh together aooount for about two-thirds of the 

United States manufactured dairy produots. 1 Wisconsin and Minnesota 

are the leading manufacturing milk producers with Iowa, New York 

and California being other important sources. In reoent years 

Wisconsin, Minnesota and Iowa have accounted for over half of the 

Unitsd States produotion of butter, cheddar oheese and nonfat dry 

milk. 

About half of the milk produced in the United States is used for 

manufacturing dairy products; the remainder being consumed in liquid 

1 . 
u.s.D.A. 1 Dairy Situation, November 1969, p. 34. 



43 

form. Approximately 44 per cent of the milk used in manufacturing is 

used in making butter; 27 per cent in oheeseJ 17 per oent in frozen 

dairy products, principally ioe cream; and the remaining 12 per cent 

in a variety of products, including condensed and evaporated milk.I 

Details of the levels of American production of individual dairy 

products are given in Table 3 - 5. 

Prior to the Second World War proposals for special programmes 

relating to manufactured dairy products did not assume great importance. 

Pressure for government aid to the dairy sector was not as great 

as that for some other agricultural commodities, notably wheat, 

corn and cotton. Milk and dairy products were among the 'basic' 

commodities specified in the Agricultural Adjustment Act of 1933, 

but were later removed from this category.2 Many doubted that 

production controls on dairy products could be made practical.3 

Government programmes in the 1940s aimed at stimulating dairy 

production. Large procurements of dairy products were made by the 

United States government in order to fulfil commitments made under 

the Lend-Lease Aot and to supply the American armed forces. Heavy 

purchases were made in connection with foreign-aid programmes after 

the war. Thia together with a high level of domestic demand kept 

lu.s. Tariff Commission, Certain Dairy Products. Report to the 
President on Investigation No. 22 - 28 Under Section 22 of the 
Agricultural Adjustment Act, as Amended. T.C. Publication 33~ 
(Washington, D.C., September 1970), p. A - 2. Hereafter cited as 
U.S.T.C. Publication 338. 

2Maokenzie, op.cit., p. 178. 
3M.R. Benedict and o.c. Stine, The Agricultural Commodity Programs 

(New York, the Twentieth Century Fund, 1956), p. 236. 



TABLE 3 - 5 UNITED SI'ATES PRODUCTION OF INDIVIDUAL DAIRY PRODUCTS, 1960 - 1970, INCLUSIVE 

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 

(Thousand Tona) 

Butter 612 .. 9 662 .. 9 686,.2 633 .. 8 644 .. 0 580.5 496 .. 4 546 .. 9 520 .. 0 500.,5 507 .. 5 
Cheesea 659.,8 729.,7 710. 7 728.,5 769.,5 783., 7 - 821 .,7 856.6 865.3 888.,2 983.,8 
Milk Poi«ler 

Whole 43.,7 36 .. 5 38.4 40.,6 39 .. 1 39.6 42 .. 1 33.2 35.,6 31.,4 30,.7 
Skimmedb 811.9 901 .. 7 995.,7 940.,2 971.8 887 .. 9 705 .. 3 749,.4 711 .. 8 648.,3 644.,1 
Buttermilk 38,.6 39.7 38 .. 6 39.1 41.1 39.,0 34.,0 32.,,4 31 .. 4 29.7 26.,6 
Whey 123.6 1210 2 127 .. 2 141.5 166.,0 180,.5 210 .. 2 220.0 221.1 230.6 211 .. 0 

Condensed Mille 
WholeC 30.,3 31 .. 2 33,.1 35 .. 2 42.2 42.8 57 .4 28 .. 4 38.,8 35.,5 
Skimmed 25.0 23.,3 25.3 24.9 25.9 23.,9 zr.o 21 .. 9 30.9 33.,3 31.5 

Evaporated Milk 
Wholec 972.0 945.,3 861 .. 1 847 .. o 842 .. 9 755.,8 762 .. 9 666.,5 607., 1 631 .. 2 
Skimmed 329.9 364.0 370.2 352.9 375.8 407 .8 436.3 411.6 392.,5 408.3 422.1 

Caseind 0.4 0 .. 3 0.5 o.B 0.9 1 .. 4 1 .. :2 0.,6 0 .. 5 0.5 na. 

(Million US Gallons) 

Ice Cream 699,.6 699 .. 4 704.4 717 .6 738.7 757,.0 751 o :~ 745.,4 773 .. 2 765.5 763 .. 0 

--
Sources: u.s.D.A. icul tural Statistics ( various issues), and Commonweal th Secretariat, Meat and 

Dairz_I3uJ._:L etin, various issues. 

&Excludes f'ull-skim Cheddar cheese and cottage, pot, and bakers' cheese. 
°For human consumption. 
0 case goods only. ~ 

dEstimated. 
~ 

na = not available. 



dairy products from 1941 until 1949 well above support levels. 

However, during 1949 a recession in business and a slackening off 
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of abnormal demand caused prices to sag and large quantities of dairy 

products were bought by the government in an effort to maintain prices. 

Thereafter, almost all of the price support operations have 

been carried out by the Commodity Credit CorporationQ 'Prices 

received by dairy farmers have been substantially higher sinoe 1949, 

than they otherwise would have been, as a result of price support 

purchases of dairy products by the Commodity Credit Corporation ••• 

and.other related program activities•. 1 Price support operations 

since January 1950 have been carried out under the Agricultural Act 

of 1949 and subsequent amendments. This Act specifies that prices 

of whole milk, butterfat and their products shall be supported at 

such levels between 75 and 90 per cent of parity as the Secretary of 

Agriculture determines in order •to assure an adequate supply'. The 

Act has provided that the support be carried out through loans on, 

or purchases of, milk and products of milk and butterfat.2 It has 

further provided that the Secretary of Agrioulture shall carry out 

the support of agricultural commodities through the Commodity 

Credit Corporation and other means available to him. 

The price support operations have mainly been carried out by 

1u.s.D.A., Dairy Price Support and Related Programs, 1949 = 1968, 
Agricultural Economic Report No. 165, Agricultural Stabilization 
and Conservation Service, July 1969, p. 1. Hereafter cited as 
A.E.R. No. 165. 

2The Agricultural Aot of 1970 suspended from April 1971 to April 
1974 the mandatory requirement to support butterfat in farm-separated 
cream. 
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Commodity Credit Corporation purchas~s of butter, cheddar cheese 

and nonfat dry milk. For this purpose the Secretary of Agriculture 

has announced before the beginning of each marketing year, and 

whenever the support level has been raised during the year,l the 

prices at which the Commodity Credit Corporation would buy these 

commodities. Table 3 - 6 details the level of dairy prioe support 

operations since 1949e 

Stooks of dairy produce acquired under the prioe support system 

are offered for sale on the domestic market at prices above the cost 

to the Commodity Credit Corporation. However, in recent years domestic 

sales have been negligible. 

Commodity Credit Corporation price support operations are 

supplemented by several other related programmes. These programmes 

allow substantial quantities of dairy produce each year to be disposed 

of through domestic donation programmes, while the great part of the 

remaining supplies pass into export channels, either in the form of 

donations or as •commercial' or 'non-oommeroial' sales. 

·· Among the domestic donation programmes has been the serving of 

milk as a part of the plate lunches in schools participating in the 

National School Lunch Programme. These donations were originally 

made under Section 32 of the. 1935 amendments to the Agricultural 

Adjustment Aots, whioh set aside a sum equivalent to 30 per cent of 

the receipts from custom duties to encourage domestic consumption of 

1The Secretary cannot decrease the support price during the year 
but oan increase it up to 90 per cent of parity, as at the 
beginning of the marketing year. 



TABLE 3 - 6 UNITED STATES DAIRY PRODUCTS PRICE SUPPORT OPERATIONS, 1949 - 1971, INCLUSIVE 

Support Levels CCC Purchase Prioea (bulk)a 

Manu- Butterfat :Manu- Butterfat Butter Cheddar Skinmed 
facturing facturing Cheese :Milk Powder 

Milk Milk 

Per cent of' Pa:rity cents per lb 
60.40b 

Cents per lb 
12.40b 1 Jan. 1949 - 31 Dec. 1949 90 90 3.14 58.5 31. 75 

1 Jan. 1950 - 31 Mar. 1951 81 87 3.07 60.0 60.00 31 .. 00 12.50 
1 April 1951 - 31 Mar. 1952 86 89 3.60 67 .. 6 66.00 36.,00 15 .. 00 
1 April 1952 - 31 Mar. 1953 90 90 3.85 69.2 67 .. 75 38.,25 17.,00 
1 April 1953 - 31 Mar, 1954 89 90 3.74 67.3 65.75 37.00 16 .. 00 
1 April 1954 - 11 July 1954 75 75 3 .. 15 56.2 57.50 32.25 15.00 
12 July 1954 - 31 Mar. 1955 33.25 16 .. 00 
1 April 1955 - 31 Mar. 1956 80 76 3.,15 56 .. 2 57.50 33.25 16 .. 00 
1 April 1956 - 17 April 1956 82 78 3.,15 56.,2 57.,50 34 .. 00 16.,00 
18 April 1956 -· 31 Mar. 1957 84 81 3.,25 58,.7 59 .. 50 35.00 
1 April 1957 - 31 Mar., 1958 82 79 3.25 58.,6 59 .. 50 35.,00 16.,00 
1 April 1958 - 31 Mar0 1959 75 75 3.06 56.,6 57 .75 32.75 14.25 
1 April 1959 - 31 Mar. 1960 77 77 3.06 56.6 57.,97 32., 75 14 .. 25 
1 April 1960 - 16 Sept. 1960 76 76 3.06 56.,6 57.97 32.75 13.40. 
17 Sept. 1960 •· 9 Mar .. 1961 80 80 3.22 59.6 60.47 34.25 13.,90 
10 Mar. 1961 - 31 Mar. 1961 85 82 3.40 60 .. 4 60.,47 36 .. 10 15 .. 90 
1 April 1961 - 17 July 1961 83 81 3.,40 60.4 60.,47 36.,10 15.,90 
18 July 1961 - 31 Mar. 1962 36 .. 50 16.40 
1 April 1962 - 31 Mar. 1963 75 75 3.11 57 .2 57 .. 97 34.60 14.40 
1 April 1963 - 31 Mar. 1964 75 75 3.14 58.1 57.97 35.,60 14 .. 40 
1 April 1964 - 31 Mar. 1965 75 75 3.15 58 .. 0 57.97 35.60 14.40 
1 April 1965 -· 31 Mar .. 1966 75 75 3.24 59.4 58.97 36.10 14.60 
1 April 1966 -· 29 June 1966 78 75 3.50 61.6 60.97 39.30 16 .. 60 
30 June 1966 -· 31 Mar. 1967 89 83 4.00 68.o 66.47 43.75 19.60 
1 April 1967 -· 31 Mar. 1968 87 81 4.00 68.o 66.47 43.75 19.60 
1 April 1968 -· 31 Mar. 1969 89 77 4.28 66.0 66.44 47.00 23.10 
1 April 1969 -· 31 Mar. 1970 83 75 4.28 68.6 67.64 48.00 23.10 
1 April 1970 -· 31 Mar. 1971 85 75 4 .. 66 71.5 69.85 52.00 'Z! .20 
1 Anri 1 1Q7? •• 8"i C iLQ?. C 67.78 i:;,1. 7~ 31.70 
- -- -• -k Agricultural Statistics ' 

apurchase pri1~ea at Chica&0 for butter: purchase prices at all points for cheese and nonfat dry milk. 
bAverage for year. · 

CThe requirement to support butterfat has been suspended until March 1974 by the Agricultural Act of 1970. 

~ 
-..:i 
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surplus products outside normal trade channels. Section 709 of 

the Food and Agriculture Act of 1965 gave authority for butter and 

cheese to be also purchased as part of the school lunch programmee 

Other domestic programmes include a special milk programme to provide 

more milk for children in schools, child-oars centres and similar 

institutions. 

The introduction of a payment-in-kind export programme for 

skimmed milk powder in August 1962 provided an additional means of 

supporting prices by the removal of surplus dairy products fronr the 

domestic market. In November 1963 the scheme was extended to include 

butter and other products containing not less than 75 per cent of 

milk fat. Under the payment-in-kind programmes, producers were 

allo~ed to export their own product, receiving from the Commodity 

Credit Corporation negotiable certificates which might be used to 

acquire dairy produce, rice, wheat or feed grains from prioe support 

stooks. These programmes were discontinued in March 1966. 

Another programme closely related to price support operations 

has been the Federal Milk Marketing Order Programme. It requires 

fluid milk distributors in most milk marketing areas to pay farmers 

not less than specified prices for milk. In 1968 this programme 

covered about 70 per oent of the milk eligible for fluid use in the 

United States. l 

The net Government expenditures in the dairy price support and 

related programmes, other than the special milk programme, have 

averaged just under $300 million a year during the 21 fiscal years 

1A.E.R. No. 165, op.cit., p. 1. 



TABLE 3 - 7 DAIRY PRODUCTS REMOVED FROM THE COMMERCIAL MARKE!' BY PROGRAMMES OF THE u.s.D.A., 
MARKEI'ING YEA.RS, 1949 - 71 1 INCLUSIVE 

Removalsa - Solids Content of Removals 

Year Butteru Cheddar Non :fat Milk Milk:fa.t Solids As a Percentage 
Cheesec Dry Equivalent Nonfats of Marketings 

Milkd Milkfat Solids 
Nonfat 

(Thousand Tons) 

194~ 51_ .. o 11.4 145.3 1111 44.8 143.3 2.6 4.6 
195 - 5.,3g 33.7 135.0 230 7.5 140.0 0.4 3.6 
1951/52 - 0.11g 0.4 23.1 3 0.3 22.3 h 0.7 
1952/53 64.0 33.1 95.0 1623 62.8 101.9 3.7 3.1 
1953/54 165.8 169.3 303.6 5042 190.1 344.8 10.6 a.9 
1954/55 85.11 13.7 233.0 1855 74.5 228.6 4.1 6.3 
1955/56 79.:~ 68.3 269.4 2284 87 .6 280. 'I 4.7 7.5 
1956/57 68.9 87.5 328.5 2Z72 85.9 342.9 4.5 9.9 
1957/58 95.7 109.2 405.1 3052 115.0 423.2 6.0 10. 7 
1958/59 67 .·, 14.5 368.7 1578 61.3 358.8 3.2 9.0 
1959/60 60.4 22.5 382.5 1513 58.5 374.6 3 .. 1 9.3 
-1966/61 68.9 0.1 373.8 1475 58.1 359.3 3.,0 8.6 
1961/62 194. ·1 85.4 569.4 4990 187.7 574.2 9.,5 13.3 
1962/63 154.9 60.0 581.1 3921 148.0 578.0 7o5 13.2 
1963/64 130.5 53.6 523.9 3353 126.0 521.8 6.4 11.9 
1964/65 141.3 60.0 546.0 3643 136.9 545.1 6 .. 9 12.2 
1965/66 56.4 9.7 393.1 1307 51.3 381.7 2 .. 6 8.7 
1966/67 48.8 17.8 187 .9 1215 46.3 186.8 2.5 4.4 
1967/68 110.0 78.2 282.8. 2828 115.8_ 297 .2 6.2 1.0 
1968/69 83.2 29.9 248.~ 2131~ 80.31 253.2 4.4_ 6.0 
1969/;70 81.3 13.7 207 .6~ 19791 7 4.&.- 167 .1 4.3 3.9 
1910L11 136.4 25.4 237-~ 122.11 209.8 6.6 4.9 
Source: u.s.D.A., Dairy Situation (various issues). 

a.Delivery basis after domestic unrestricted sales. 

bincludes butter equivalent of anhydrous milkfat, PIK, and purchases under Section 709. 
0 1ncludes purchases under Section 7(1J. d1nclude·s PIK certificates issued.. 8 Calend.ar year. 

fFif'teen months January 1950 - March 1951. ~omestic sales exceeded purchases. ~ess than 0.05 per cent.~ 

ilncludes 25,000 tons evaporated milk in 1968/69; 48,000 tons in 1969/70; 35,300 tons in 1970/71. 



50 

1949 - 50 to 1969 - 70. In addition Government expenditure on· the . 

special milk programme has increased from $22 million in 1954 - 55 . 

to just over $100 million in recent years. In. ~o year has New 

Zealand's dairy export earnings exceeded the average cost of price 

support operations to the United States government during the previous 

21 fiscal years to 1970 (compare Table 3 - 8 with Table 3 - 14). 

Only a negligible proportion of United States dairy· exports 

are on a·truly oommeroial basis. Most American dairy exports are 

made under the provisions of the Agricultural Trade Development and 

As.sistanoe Act of '1954,l and subsequent amendments. Besides providing 

for the sale of agricultural commodities to 'friendly countries• 

for payment in the reoi;pie~ts• own currencies, the Act author:i5es 

the donation of Commodity predit Corporation stocks. for disaster 

relief and economic development purposes, the use of CommoditJ Credit 

Corporation stocks for foreign donations through American voluntary• 

agencies and international organisations, the bartering of such 

oommoc,:i ties for strategic materia].s and other goods and services, 

and authori$eB the supply of commodities on credit, for repa.1ment· 

in dollars over an extended period. 

United States dairy exports, as Table 3 - 9 shows,' .,have been· 

as high as 5.4 per oent of domestic production. Subsidised dairy 

exports and donations to foreign .aid programmes have provided an 

important means of disposing American dairy surpluses. Table 3 - 10 

details exports of individual dairy products by the United States 

since 1945. 

1 . . 
Publio Law 83 .. 480. 



TABLE 3 - 8 

Year Begining 
1 July 

1949/50 
1950/51 
1951/52 
1952/53 
1953/54 
1954/55 
1955/56 
1956/57 
1957/58 
1958/59 
1959/60 
1960/61 
1961/62 
1962/63 
1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1969/70 

UNITED STATES Nl!Il' OOV:n:RNMimT EXPEffl>ITURES ON DAIRY 
PRICE SUPPORT AND RELATED PROGRAMMES, FISCAL YEARS• 
1950 - 1970, INCLUSIVE 

Net Support 
Purchases& 

170.5 - 49.1d 
1.6 

274.9 
400.4 
228.7 
237 .9 
239.1 
205.9 
102.1 
159.5 
173.9 
539.0 
454.0 
311.7 
157 .2 

26 .. 1 
283.9 
357.1 
268.9 
169.0 

Total Expenditure 
(Exolwiing 

Special Milk) b 

( $US million) 

188.~ 
- 50. 

9. 1 
300.0 
474.4 
257 .4 
284.2 
331.1 
360.0 
231.3 
218.2 
281.3 
612.0 
485.5 
379.1 
333.7 
68 .. 6 

299.0 
357 • 1 
314.3 
283.9 

Special Milk 
Programmeo 

22.2 
48.2 
61.0 
66.7 
74.7 
81.2 
87 .o 
91.1 
93.7 
97.1 
86.5 
97.0 
96.1 

103.1 
101.9 
102.9 

Source: u.s.D.A., Dairy Situation, November 1970 •. 

aCCC costs for price support acquisitions and for processing, 
packaging, transporting, and storing dairy products, less proceeds 
from sales. 

brotal expenditure on dairy support and related. programmes, including 
CCC reimbursements to u .. s. military agencies .and Veterans• 
hospitals; Section 32 expenditures to buy dairy products for school 
lunoh and welfare uses; Section 709, Food and Agriculture Act of 
1965 expenses; and payment-in-kind export programme expenses. 

cExpenditure of OCO and Section 32 funds to increase milk oonswnption 
by children in schools, child-care centres, and similar institutions. 

¾et receipt due to sales exceeding purchases. 
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TABLE 3 - 9 

Year 

1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 

EXPORTS AS A PERCENTAGE OF TOTAL UNITED STATES 
PBOJXJCTION OF DAIRY PRODUCTS, 1958 - 1971, 
INCLUSIVEa 

Quantity 

(million lb) 

2,804 
1,154 

776 
655 

1,287 
5,036 
6,872 
1,836 

778 
363 

1,185 
921 
438 

2,480 

Percentage 

2.3 
0.9 
o.6 
0~5 
1.0 
4.0 
5.4 
1.5 
o.6 
0.3 
1.0 
o.a 
0.4 
2.1 

Sources u.s.D.A., Dairy Situation (various issues). 

8Milk equivalent, fat solids basis. 
Note: Until 1958 the United States export returns listed only 

commercial shipments and exports by government agencies. 
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Despite the high level of price supports for American dairy 

products and the low level of dairy imports,_ dairy cattle numbers 

have declined every year since 1953. Between 1953 and 1964 tota,l 

milk output, as indicated in Figure 3 - I, remained fairly constant 

due to increasing yields per cow. However, since 1964, with the 

exception of slight rises in 1970 and 1971, the decline in cow 
• 

numbers has not been offset by increases in· total milk prod1.10tion. 

The American dairy farmer, who makes up about 12 per cent of 

the rural population and supplies over 98 per cent of his country's 

dairy products, ranks as the highest farm income earner in 11 states 



TABLE 3 - 10 UNITED 3rATES EXPORTSa OF DAIRY PRODUCTS, BY TYPE OF PRODUCT, 1945 - 19707 INCLUSIVE 

Yea:r Butter Cheese Milk and Cream 
Evaporated. Condensed Whole Non:fat dry 

( unsweetened) ( sweetened) Dried Milk Solids 

(Thousand Tons) 

1945 B .. o 90.1 254 .. 2 50.0 29.2 80.4 
1946 0.3 83.3 414 .. 4 39.6 65.2 74.9 
1947 4.9 79.2 209.7 48.3 40.8 66.1 
1948 2.6 42.7 141.3 49.1 44.9 71.1 
1949 1.9 43'.8 111.4 35.0 }6.3 95.4 
1950 1.4 21. 2 67 .o 12.5 21.9 102.4 
1951 3.2 35.6 90.8 12.9 26.6 54.7 
1952 0.4 1.7 43.3 13.2 18.9 26.2 
1953 0.2 2.6 59.5 8.0 20.6 43.8 
1954 1. 5 2.4 58 .. 7 0.6 18.9 70.1 
1955 10.0 10. 2 69.1 3.6 20.5 103.9 
1956 18.0 21.4 75.9 17.8 18.1 136.0 
1957 2 c:; .. ::;i 12.9 73.4 16.9 18.0 113.2 
1958 10. ~) 10.3 56.8 15.6 12.8 90.0 
1959 9.6 6.3 37,.0 17.0 11.5 124.6 
1960 0 ~r 

• I 4.1 45.2 18.7 ., 2. 5 88.9 
1961 0.3 3.9 40.7 21.1 7.8 112. 7 
1962 2.6 3.1 29.5 21.3 6.0 137 .o 
1963 25.6 4.1 27-7 26.8 13.3 238.8 
1964 58.2 3.7 16.6 28.1 5.5 374.4 
1965 20.3 3.0 11.0 29.4 8.8 195.9 
1966 1.1 2.1 11.1 42.1 7.4 76.0 
1967 0.1 2.8 15.1 n.o 5.7 62.9 
1968 0.7 2.9 14.6 19.0 8.3 67 .2 
1969 0.2 2.5 16.6 23 .. 3 1.0 49.8 
1970 0.1 3.0 14.9 7.3 6.2 94.8 

\Jl 

Source: U.S.D.A., Agricultural Statistics (various issues). I..,..> 

~eludes exports :for relief and charity. 
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and is a very important income earner in a number of other states.1 

He has never passively aooepted any increase in the level of dairy 

imports into the United States. The National Milk Producers 

Federation, whioh represents 116 dairy co-operatives and federations, 

and some 500,000 individual dairy farmers in all the main dairying 

areas, 2 has been a constant advooate of g1>eater oontrols on 

agricultural imports. P.B. Healey, Assistant Searetary of the 

National Milk Producers Federation in testimony to the National 

Advisory Commission on Food and Fiber, claimed that 'it is absolutely 

necessary ••• to effectively control imports of dairy produots•.3 

He went on to say that with the exception of greater control on 

importsa 

• • • ~meric~ dairy farmers have a sound program in legislation 
and one which they are reluctant to leave because nothing whioh 
has ever been presented fits the particular requirements of 
our industry so well as that which we now have.4 

United States Dairy Produot Import Restrictions 

United States imports, as Table 3 - 11 indicates, have never 

been equivalent to more than 2.4 per cent of the domestic production 

of dairy products. Market prices for such commodities have generally 

been much higher than those prevailing in normal international trade 

1American Farm Bureau calculation on 1970 farm income figures, Press, 
6 January 1972. 

2congress and Nation, I, p. 680. 
)Public Hearin s of the National Adviso Commission on Food and 
Fiber .. Washington, D.C., U.S. Government Printing Office, 19 7 , 
p. 416. The chairman of the special commission was Sherwood O. Berg 
and is cited hereafter as Berg, Public Hearings. 

4ibid., p. 417. 



TABLE 3 ... 11 

Year 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 

IMPORTS AS A PERCENT.AGE OF TOTAL UNITED STATES 
PRODUCTION OF DAIRY PRODUCTS, 1950 - 1971, 
INCLUSIVBa 

Quantity Percentage 

(million lb) 

459 0.4 
525 0.5 
709 o.6 
525 0.4 
441 0.4 
458 0.4 
514 0.4 
661 0.4 
507 0.4 
578 0.5 
604 0.5 
760 o.6 
795 0.6 
915 0.1 
830 0.7 
923 0.7 

2,791 2.3 
2,908 2.4 
1,780 1.5 
1,621 1.4 
1,874 1.6 
1,342 1.1 

Souroea u.s.D.A., Dairy Situation (various issues). 

8Milk equivalent, fat solids basis. 
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channels and therefore have appeared to offer attraotive opportunities 

to dairy exporting countries. However, the development of large 

surpluses under the price support programmes and the aooompanying 

growth of controls on imports of most dairy products has meant that 

opportunities for most dairy exporters have been very limited. 

Prior to the Second World War dairy imports into the United 
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States had been restricted only by tariffs and health regulations. 

However, under the Second War Powers Aot of 1942 and War Food Order 

63, quotas were established on butter, dried milk, condensed and 

evaporated milk, and cheese. Except for butter, and later butter oil, 

these restrictions were removed in 1947. 

The import control authority under the Second War Powers Aot was 

due to expire at the end of July 1951, but an amendment attached to the 

Defence Production Aot of 1950, the so-calle~ 'cheese amendment•, 

continued the controls on butter and butter oil. This amendment also 

imposed controls on ~heese and other dairy products, along with fats and 

oils, rice and peanuts.I These restrictions were solemnly declared to be 

•ne~essary for the protea:tion of the essential security interests of 

the United States•. 

Section 104, or the cheese amendment, of the Defence Production Aot 

authorised the imposition of import controls on dairy products, along 

with the above mentioned commodities, where imports wouldg 

1. impair or reduoe the domestic·production of any such commodity 
or product below present production levels, or below such higher 
levels as the Secretary of Agrioulture may deem necessary in 
view of domestic and international conditions, or 

2 •. interfere with the orderly domestic storing and marketing 
of any such commodity or product; or 

3. result in any unnecessary burden or expenditure under any 
Government price-support programme. 

Despite opposition from the Administration to the amendment, 

President Truman signed the bill as the importance of other 

11n extending import controls on fats and oils under the Second War 
Powers Act of 1950, Congress rejected moves to add cheese. However, 
in 1951, in extending and revising the Defence Production Act of 
1950, both the Senate and the House voted to extend imports on fats 
and oils, without Presidential request, and to add peanuts and 
dairy products to the list. Identical amendments proposed by 
Sen. Magnuson of Washington and Congressman Anderson of Minnesota, 
were passed by both Houses. Congress and Nation, I, pp. 196 - 197. 



provisions of the bill prevented a veto. As a result of the 

amendment an embargo was placed on imports of butter, butter oil 

and dried milk powder, while quota restrictions were imposed on 

Cheddar cheese. 

The New York Times in a leading article, described the amendment 

as 'arbitrary and oynioal' and should be repealed. It further 

described the measure as an •example of congressional subservience 

to pressure groups under the cover of the irrelevant mantle of 

national defence•. 1 

Despite formal protests by 9 GAT'l' members, including New Zealand, 

and the use of retaliatory aation by the Netherlands with GATT 

approval, the Defence Production Act,with the inclusion of Section 

104, was extended in June 1952. The only modification was a 15 

per oent increase in the cheese quota. 

The controversial Seotion 104 was allowed to lapse at the end 

of Jurie 1953, but only after the Administration had submitted to 

strong Congressional pressures for the continuation of restrictions. 

A Tariff Commission investigation bad been ordered by the President 

to determine whether the dairy products under Seotion 104 oontrols, 

upon expiration, would be imported in suoh quantities as to interfere 

with the domestio price support programme. Although the House 

Banking and Currenoy Committee had voted to extend Seotion 104 for 

another year, the House, following a Presidential proolamation 

fixing maximum imports of dairy products under Section 22 of the 

1Quoted in Press, 17 September 1951. 



Agricultural Adjustment Act, agreed to drop the provision on 

9 June 1953.1 
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Sinoe 1 July 1953 all American dairy quantitative import 

controls have been fixed under the authority of Section 22 of the 

Agricultural Adjustment Act. Initially annual quotas were placed 

on butter, most of the principal varieties of cheese, including 

Cheddar, Italian types .made from cow's milk, natural Edam and Gouda, 

and blue-mould, together with dried milk products. 

Various amendments have been made in subsequent years, including 

the enlargement of· quotas on Italian cheese, Edam and Gouda in 

1960 and blue-mould in 1962, and the introduction of a butter-oil 

quota in 1957. Following the embargo on butterfat sugar mixtures 

containing over 25 per cent sugar in July 1966, butterfat sugar 

mixtures, Colby cheese and frozen cream were brought within the 

quota system from. 1 July 1967. In June 1968 emergency action was 

undertaken to limit the entry of oondensed and evaporated milk and 

cream, while in September of that year temporary restrictions were 

imposed on certain cheeses hitherto not subject to limitations. These 

temporar1 rest~iotions were made permanent in January 1969 when new 

quotas were announced for processed Italian-type cheese and ohooolate 

crumb. In January 1971 quotas were extended further to include 

ice cream, lowfat chocolate orumb 9 animal feeds containing milk 

solids and lowfat oheese. 

Casein, lactose, Swiss-type cheeses (Emmenthaler and Gruyere-prooess 

cheese) and a category of •other cheeses• costing US 62 cents or 

1congress and Nation, I, p. 198. 



TABLE 3 - 12 ANNUAL UNITED STATES IMPORT QUOTAS ON DAIRY PRODUCTSa. 

Product Quota 

I 
Product 

(Tons) 

Butter 316 Cheese: 
Butteroil 536 American typem - cheddar 
Butterfat mixtures 1,152 - other 
Ice cream 1,508 - total 
Frozen cream 5,~98 Italian - processed 
Dried cream - unprocessed 
Wholemilk powde.r 3 Edam and Gouda - natural 
Skim milk powd.Etr 807 - processed 
Buttermilk powder 221 :Slue mould 
Malted milk 3 Swiss - Emmenthaler - 47c 
Canned milk - evaporated 586 - GruyE!ll"e (processed) -

- condensed 1,821 Other - 47c 
Chocolate cruml:, - regu.la.r 7,589 Low.fat 

- lowfat 2,o89 Total cheese 
Animal feed wi 1;h milk solids 7,277 

Source: u.s.D.A., Dairy Situation, March 1972. 

a 
As at 1 January 1972. 

b 
Less than 0.5 tons. 

Quota 

(Tons) 

4,481 
2,722 
7,203 
5,134 

667 
4,107 
1,407 
:2, 239 
1,907 

47c ·1 ,468 
11,160 
3,974 

39,265 

°' 0 



TABLE 3 - 13 UNITED Sl'ATES DAIRY IMPORTS, BY TYPE OF PRODUCTS, 1950 - 1970, INCLUSIVE 

Year Dried Cheese :Butter Casein 
Mil~ Swissb Cheddar Other Total 

lThousand TonS} 

1950 1.4 3.7 5.,9 15.4 25. 1 C 24.,6 
1951 4.,5 4.2 5.4 13.7 23.4 C 19 .. 4 
1952 16.8 4.6 2.9 14.4 22.0 0.2 25 .. 4 
1953 2.8 5.3 3.5 16.3 25 .. t 0.1 33.1 
1954 0.3 5., 1 1 • .3 15.9 22.3 0.4 26.7 
1955 o .. B 5.5 1 .. 2 16.6 23.2 0.3 33,.3 
1956 o.a 5.4 1 .. 2 17,.3 24.0 0.3 31 .. 6 
1957 o.a 5.7 1 .. 0 16.0 22 .. 7 0.3 33.,3 
1958 0.9 5.8 1 .. 3 17.,7 24 .. 9 0.4 40.7 
1959 0.9 7 .1 1 .. 0 20.4 28.5 0.3 42.2 
1960 o.6 6.6 1 .. 5 20.2 28.2 0 .. 5 41.1 
1961 1.0 7 .1 0 .. 1 26.0 33.8 0.4 45.5 
1962 o.6 1.1 1 .. 1 25.8 34.6 0.4 42.7 
1963 0.9 7.,4 1.4 28.3 37 .1 0.3 38.2 
1964 0.7 1.4 1.1 26.2 34.8 0.3 45.4 
1965 o.6 1.0 o.a 7-{ .6 35.,4 0.3 38.8 
1966 ·1.3 10. 7 1 .. 9 47.9 60.5 0.,3 46.6 
1967 0.4 10.8 2 .. 2 54.7 67 .. 8 0.3 43.1 
1968 o.8 26.3 4 .. 4 45.3 76.0 0.3 50.2 
1969 0.9 14.6 4.3 45.4 64.3 0.3 49.1 
1970 o.8 18.0 4 .. 5 49.5 12.0 0.3 56.0 

Source: u.s.JD.A., Agricultural Statistics (various issues). 

a,:ncludes ere.am and whole and skimmed milk. 

blncludes Emmenthaler with eye-formation and Gruyere process cheese. 
01ess than 50 tons. 

°' ..... 
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more per lb f.o.b. in the country of origin are the only dairy 

products still outside the import quota system. 1 Until June 1972 

the 'prioebreak' for non-quota cheeses was 47 oents f.o.b.2 

These non-quota oheeses, even to the American consumer, are 

relatively expensive specialty cheeses when freight, insurance, 

duty and distribution costs are added to the above figure. 

63 

In 1966 American dairy imports, for the first time since the 

imposition of quantitative restrictions, exceeded 1 per cent of the 

domestic production. The following year they rose to a record 

2,908 million lb ~ilk equivalent fat solids basis, or 2.4 per cent 

of the total United States dairy production. However, the placing 

of further products under import controls between July 1967 and 

January 1971 has reduced imports, as Figure 3 - 2 shows, to less than 

half the 1967 level, on a milk equivalent basis. 

The quotas applicable to some individual dairy products are 

infinitesimal compared with domestic output; espeoially those on 

butter and dried milk products. Some of the exotic cheeses, such as 

blue-mould and Italian-type cheeses, have been given more favourable 

allocations. In 1966 quotas on these two cheeses were equivalent to 

approximately 22 and 14 per cent, respectively, of the domestic 

output while quotas on Edam and Gouda cheeses. were larger than the 

current domestic output.3 But it should be noted that these oheeses 

1casein and lactose are classified under United States tariff sohedules 
as chemical products, even though they are byproducts of milk. 

2under the terms of the Presidential Proclamation issued on 3 June, 
in future the pricebreak is to be a flexible figure set approximately 
7 cents above the Commodity Credit Corporation price for cheese. 
Since the current price is 54.75 cents per lb, the new prioebreak 
will initially be 62 cents per lb. 

3u.s. Tariff Commission, uantitative Im ort Restrictions of the United 
States, T.C. Publication 243 Washington, D.C., April 19 , p. 23. 



account for only a very small proportion of total United States 

dairy consumption1 and the more important items, such as Cheddar 

cheese, which present a greater 'threat• to domestic producers are 

severely restricted. 

United States tariffs on dairy products have not been of major 

concern to exporters, such as New Zealand. 2 Rather, the main problem 

has been one of obtaining access to 'the American market. The general 

level of efficiency of the American dairy industr-y is well below 

that of most other sections of American agriculture. Its 400,000 

active dairy farmers, according to the President of the United States 

Milk Producers Federation,3 milk an average herd of about 35 cows4 

compared with his New Zealand counterpart's 98 oows.5 As Professor 

D. Gale Johnson, of the University of Chioago, has commentedz 

If the United States is to gain the potential advantages from 
international specialization it is highly probable that domestic 
milk production should, be Qrtly somewhat larger than the amount 
that is required for fluid milk and cream consumption and 

1Blue-mould cheese has accounted for about 1 per cent of the tot~l 
cheese consumption of the United States in recent years while Edam 
and Gouda cheeses consumption is even smaller. U.S. Tariff Commission, 
Summaries of Trade and Tariff Information Prepared in Terms of the 
Tariff Schedules of the United States, Schedule l: Animal and 
Vegetable Products. Volume 4z Dairy Products and Bird's Eggs. 
T.C. Publication 240 (Washington, D.C., 1968), pp. 63, 91. 
Hereafter cited as U.S. T.C. Publication 240. 

2see Appendix II for details on the levels of tariffs on individual 
dairy products. 

3Press, 7 October 1970. 
4Figure calculated on the number of American dairy farmers, as quoted 

by G. Lake, President of the United States National Milk Producers 
Federation and the 1969 American dairy cow numbers of 14,2 million. 

5Ninth Annual Report of the New Zealand Dairy Board, 1970, p. 21. 



that required for certain specialized manufactured dairy 
products. 1 

A reduction of this amount could be 40 9 000 million lb or more 

annually, 2 which would be greater than the total quantity of milk 

used in manufacturing in New Zealand, Denmark and Australia combined. 

New Zealand and United States Dairy Policy 

The growth and extent of New Zealand dairy sales to the United 

States since 1953 has been made possible by the ingenuity of the New 

Zealand dairy industry to develop and adapt a number of products so 

that the severe import restrictions could legally be circumvented. 

Under the Section 22 quota restrictions imposed on dairy imports in 

1953 New Zealand was allocated an annual quota of 148 tons of butter, 

982 tons of Cheddar cheese, 31 tons of dried buttermilk powder and 

1 ton of dried whole milk powder. Since that time dairy researchers 

in New Zealand have developed and shipped Exylone, Colby cheese, 

frozen cream, Meletone, 'ice cream', animal milk replacers, Monterey 

cheese and Cheshire cheese to the United States. Everyone of these 

products has been severely limited by United States administrative 

action. Nonetheless, in recent years the United States has become 

one of New Zealand's largest dairy markets. In the 5 years between 

1967 and 1971 it imported, by average value, nearly 8.5 per cent of 

1n. Gale Johnson, 1 Agrioul tural Trade and Foreign Economic Policy' 9 

in National Advisory Commission on Food and Fiber, 'Foreign Trade 
and Agricultural Policy•, Technical PaEers, Vol. VI (Washington, 
D.C., U.S. Government Printing Office, 1967), p. 18. 

2rn 1971 approximately 62,000 million lb of milk equivalent went into 
the manufacturing of dairy products in the United States. U.S.D.A., 
Dairy Situation, March 1972, p. 11. 
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New Zealand's dairy exports, being the second largest market after 

the United Kingdom (Table 3 - 14). 

Despite the substantial growth in New Zealand's dairy sales to 

the United States in recent years, American dairy policy has been 

a source of strain in the trading relationship between the two 

countries. Difficulties in diversifying dairy sales away from the 

United Kingdom; the dumping of surplus dairy products by the EEC 

countries and, to a certain extent the United States, on potential 

markets as well as on the British marketJ the announced intention of 

British entry into· the EEC during the 1960s in ciroumatanoes in 

which the extent of protection attainable for vital New Zealand trading 

interests remained very much an unknown factor; have all contributed 

to New Zealand's anxiety at American policy. 

Prior to the Second World War small quantities of butter had 

been shipped by New Zealand to the United States and this trade 

continued in the immediate postwar years. However, because of the 

bulk-purohase contracts with the United Kingdom and the serious 

shortage of dairy products in that country, it was the policy of the 

New Zealand government to make available maximum supplies to that 

country. In the words of the New Zealand Prime Minister, P. Fraser: 

Under the terms of the existing contract, all dairy produce 
and meat surplus to New Zealand's domestic requirements were, 
with soma minor e:xoeptione, sold to the Bri tis<h Government, 
and supplies might be diverted to other purposes only with 
the agreement of that Government. 1 

But even with the small quantity of butter that was available 

for export to the United States great difficulty was encountered in 

1 
Press, 28 June 1946. 



TABLE 3 - 14 DESTINATION OF NEW ZEALAND DAIRY PRODUCT EXPORTS, 1953 -· 1971, INCLUSIVE 

Year United United U.K. Percentage of U.S. Percentage of Total to all 
Kingdom States Total Total Destinations 

-
($NZ million) 

1953 136.1 4.1 85.0 2.6 160.1 
1954 8).8 1.6 80.5 1.5 104.1a 
1955 123.,7 1.5 87.4 1.1 141.6 
1956 121 .. 2 1.9 83.6 1 .. 2 152 .. 1 
1957 112.0 5.3 85.9 4.1 130.4 
1958 123 .. 6 3.9 88.8 2.8 139.2 
1959 161.7 4.6 86.2 2.5 187 .s 
1960 134.4 5.0 83.0 3.3 149.8 
1961 120.9 6.5 84.1 4.5 143.8 
1962 131.3 5.1 84.8 3.3 154.8 
1963 147.7 6.1 84.7 3.5 174.4 
1964 156.3 9.1 81.0 4. 7 192.9 
1965 150.3 8.9 75.6 4.4 198.8 
1966 144.3 13.8 67 .1 6.4 215.0 
1967 146.7 23.1 66.0 10.4 222.2 
1968 150.7 19.2 69.2 8.8 217.7 

· 1969 160.9 18.6 69.9 8.1 230.1 
1970 151 .. 1 21.9 62.6 9.0 242.5 
1971 189.5 19.0 65.6 6.6 288.9 

Source: Reserve Bank of New Zealand, Bulletin (various issues). 

aThe reduction was caused mainly by a change :from sales to the United Kingdom on an f.o.b. basis to 
ex-store marketing. 

°' -.J 



TABLE 3 - 15 NEW ZEAL.AND EXPORI'S OF DAIRY PRODUCTS TO THE UNITED __ STATES, BY TYPE, 1946 - 1971, INCLUSIVE 

Year Buttera Butteroil Exylone- Cheddar Colby Processed Skim Whole Butter 

1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
Jan-June 1962 
1962/63 
1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/690 
1969/7rF 
1970/71 

2,819 
1,645 

187 
b91 

b 
b 

90 
231 
147 
183 
163 
178 
211 
205 
149 
62 

2Cfl 

174 
186 
194 
186 
167 
193 
189 
159 

609 
846 
414 
551 
536 
340 
195 
481 
299 
202 
357 
144 
357 

1,070 
593 
675 

Meletone Cheese Cheese Cheese Milk Milk Milk 

4 
3,993 

9,627 

(Tcms) · 

6,234 
5,200 
1,492 
2,886 
1,198 

867 
815 
648 

1,619 
1,927 
3,153 
6,487 
3,703 

932 3,021 
941 3,000 
949 3,009 

1,204 6,871 
877 14,561 

2,055 812 
2,111 1,649 
2,454 1,016 

-b 

2 
4 

a. 

3 

a 

1 

a 
a 

1 
1 
3 
4 

Powder Powder Powder 

199 · 
778 
512 
487 
435 

209 
3,854 

939 
2 
3 
3 
3 
3 
3 
3 
3 

3 
3 
3 
3 
3 
2 
3 
4 
3 

1 

888 
2,882 

125 
190 

24 
48 
61 

216 
202 
205 

19 
100 
48 
98 
48 
48 
68' 
32 
91 
99 

Frozen 
Cream 

(Imperial gal.) 

368,036 
879,632 
933,060 

1,170,940 
-1, 280,440 
1,102,645 
1,125,390 
1,167,030 
1,099,060 

Sources: Department of Statistics, Export Sta.tiiatics; and Annual Reports of the New Zealand Dairy Board. 
(On ocassions the Department of Statistics has wrongly classified earnings of some products. 
However, this has been rectified in the above table by taking into account Dairy Board classifications.) 

~igures for butter include ship's stores, usually about 40 tons a. year. 

~ess than o. 5 tons. 

cin the years 1968/69 and 1969/70 New Zealand exported 1,556 and 3,408 tons of cheese,.respectively, in the 
category of •other kinds of cheese', presumably Monterey. 

°' 0:, 



TABLE 3 - 16 VALUE OF INDIVIDUAL DAIRY PRODUCTS EXPORTED TO THE UNITED fil'ATES BY NEW ZEAL.AND, 
1946 - 1971, INCLUSIVE ( f .o. b.) 

Year Butter Butteroil Erylone- Cheddar Colby Processed Skim Butter. Whole Frozen 
Meletone Cheese Cheese Cheese Milk Milk Milk Cream 

1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
Jan-June 
1962/63 
1963/64 
.1964/65 
1965/66 
1966/67 
1967/68 
1968/69b 
1969/7ob 
121.SiL1.1 

1,217 
716 

58 
71 

a. 
a. 
a 

70 
198 
99 
31 

100 
1136 
1171 
'162 
114 

1962 50 
116 
·114 
·150 
·161 
141 
178 
174 
156 

a. 

508 
748 
319 
478 
491 
302 
171 
420 
228 
193 
241 
133 
329 
420 
232 

2,744 

3,864 

(SNZ 000) 

1,963 
1,696 

783 
1,348 

477 
349 
338 
Z72 

578 
712 

1,218 
2,547 
1,465 

393 1,147 
409 1,140 
422 1,226 
581 2,814 
488 6,732 

1,205 424 
1,646 1,060 
1,835 694 

a 

1 
2-

a 

1 

a. 

1 

a 
a 

1 
a 
a. 
a. 

Powder Powder Powder 

22 
88 
65 
69 
55 

a 

102 
370 

16 
22 
3 
6 
9 

29 
25 
31 
3 

14 
6 

10 
8 
9 

13 
1 

24 
Z7 

74 
1,424 

338 
1 
1 
1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
2 
2 

805 
1,361 
1,584 
1,975 
2,287 
2,444 
2,,477 
2,859 
21 668 

Sources: Department of Statistics, Export Statistics; and Annual Reports of the New Zea.land Dairy Board. 
(On ocassions the Department of Statistics has wrongly classified earnings of some products. 
However, this has been rectified in the above table by taking into a.ocount Dairy Board 
classifications.) 

~ess than s500. 
~arnings for 'other kinds of cheese', presumably Monterey cheese were $1 9 051,243 in 196&/69 and 
$2,384,602 in 1969/70. 

°' '0 
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obtaining lioenoes from the American authorities. Praotioally no 

butter exports were made to the United States between 1949 and 1953. 

Towards the end of the 1940s the New Zealand Dairy Produots 

Marketing Commission appears to have decided to extend its trade to 

the United States. Apart f:rom butter, no other dairy produots of 

interest to New Zealand were subject to quantitative restrictions 

in the United States. The first exports of Cheddar cheese were 

made in 1950, followed by large sales of dried milk powder in the 

next two years. As the Chairman of the Dairy Products Marketing 

Commission, w. Marshall, oommenteda 

Subjeat to things that we cannot foresee, such as political 
opposition or anything of that kind, we would expect that 
we shall continue to develop an outlet for reasonable 
quantities, though not n8oessarily large quantities.1 

The adoption of Section 104 controls by Congress in August 1951 

dealt a serious blow to New Zealand's efforts to develop a trade 

in dairy products with the United States. Although the embargo on 

butter and r,onfat dry milk solids merely confirmed the existing 

arrangements, the restrictions of Cheddar cheese imports to a quota 

based on a percentage of average annual imports during the years 

1948 to 1950 was a setback. New Zealand had not shipped Cheddar 

to the United States until 1950 and as a result of the new regulations 

exports fell from over 6,000 tons in 1950 to under 1,500 tons in 

1952. 

The extension of the provision of Section 104 to embargo 

wholemilk and buttermilk powders and dried cream in April 1953, 

1Presa, 30 October 1950. 
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following pressure from domestic producers to review the import 

control programme, was another setback. Despite a 15 per cent 

relaxation in the Cheddar quota New Zealand was in no way consoled. 

A number of protests were made to the United States government, as 

well as at the sessions of GATT. New Zealand's delegate to the 

Seventh Session of GATT claimed New Zealand had lost potential dollar 

earnings in the order of 114 million yearly as a result of the 

restrictions imposed under Section 104.l In a note to the United 

States government in March 1953, protesting at the imposition of 

controls ~n wholemilk and buttermilk powders, it was stated& 

With these milk products the effect has been particularly 
severe because New Zealand export agencies, in their effort to 
maintain some share in the United States market and to reduce 
the adverse effects of United States import restrictions 
against cheese and other products, have encouraged a seation 
of the dairy industry to manufacture limited qu~tities of 
dried milk products especially for the United States market. 
This production is not of a type which can be readily and 
economically disposed of elsewhere. New Zealand is now 
under a serious disability in its remaining trade in dairy 
products with the United States because while it is nea.essary 
to plan production well ahead of sales, conditions exist 
under whioh import restrictions might be tightened without 
notice. 2 

With the lapsing of Section 104 and the imposition of quotas 

under Section 22 of the Agricultural Adjustment Act, New Zealand's 

dairy exports to the United States were even further curtailed. 

While butter was readmitted and the proportion of the quotas for 

Cheddar and dried wholemilk and buttermilk were fair in view of its 

trade history to the United States in these commodities, the global 

1External Affairs Review, Vol. II, No. 13, December 1952, P• 33. 
2E:xternal Affairs Review, Vol. III, No. 3, March 1953, PP• 6 - 7. 
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quotas were well below the level of reaent imports. New Zealand's 

Cheddar quota, for example, was reduced from 3,500 tons to 982 tons 

while the quota for dried milk at 32 tons was less than 0,5 per oent 

of New Zealand's exports of dried milk to the United States in 1952.1 

These reatriotions underlined New Zealand's dependence on the 

British market, and highlighted some of the likely frustrations 

New Zealand would encounter in its efforts to diversify its dairy 

exports away from that market. But import restrictions were not the 

only obstacle New Zealand was to encounter as a result of American 

dairy policy. In 1954 New Zealand's attention quickly shifted from 

one of ooncern with restrictions imposed on dairy imports, to the 

disposal of American dairy surpluses on world markets. 

_Protests Against United States Dumping 

Although the provisions of various Agricultural Aots affecting 

the disposal of price support commodities made it impossible for 

surplus dairy products to be sold for consumption in the United States 

at prioes below the support levels plus storage and other expenses, 

exoept under special programmes, it did not prevent them from 

embarking on a programme in the mid-1950s to dispose large aooumulated 

stocks on the world market. 

New Zealand's bulk-purchase arrangements with the United Kingdom 

had terminated and the Dairy Products Marketing Commission had 

begun developing small markets in various areas of the world. Selling 

surpluses abroad at prices lower than those in the United States 

l A.J.H.R~, 1953, Vol. IV, H - 44, P• 31. 



meant undercutting prices and talcing away some of New Zealand's 

newly found customers. 

One of the first markets to be affected was that of Panama. 
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In a Note to the Administration in September 1954 New Zealand 

protested that sales of American surplus butter to Panama had forced 

down the prices and edged out New Zealand sales in that market. 1 

Although sales to Panama, about 800 tons.a year, were small in 

relati~n to total exports, it had been a valuable outlet for New 

Zealand dairy produce. 

Problems in the Panamanian market were on the beginning~ The 

United States continued to dispose surplus dairy products on 

potential dairy markets during 1955 and 1956, despite a stream of 

protests lodged in Washington and at the GATT sessions. The direction 

of surplus dairy products away from areas where they would not affect 

the main butter markets was repeatedly urged by the New Zealand 

government. It suggested that greater use be made of the facilities 

offered by the FAO Consultative Sub-Committee on Surplus Disposal 

so as to ensure that New Zealand's interests were not harrned. 2 The 

United States, for its part, tried to persuade Ne·w Zealand of its 

desire to dispose of the surpluses with the least possible injury 

to food-producing nations,3 but surplus disposal resulted in the loss 

for New Zealand of some butter sales to Europe, aggravated the 

normal seasonal fall in New Zealand butter prices in Britain, and 

1Press, 10 September 1954. 
·2 

A.J .H.B., 1956, Vol. •IV, H - 29, p. 15. 
3Press, 11 September 1954. 



impeded the expansion of New Zealand dairy exports to markets such 

as Japan. 1 
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Although the bulk of American dairy exports went in foreign-aid· 

programmes, the United States in 1955 was the third largest exporter 

of butter in the world, in contrast with the position before the 

Second World War, when it was a net importer of butter.2 The Americans 

during that year offered surplus butter on the world market on a 

'bid basis'. The Chairman of the New Zealand Dairy Products Marketing 

Commission, W. Marshall, described this action as 'unadulterated 

dumping1 .3 

The difficulties American surplus disposals presented to New 

Zealand are perhaps best summed up in a statement by W. Marshall 

in March 1956: 

••• the consequences for New Zealand of dumping ••• had been to 
restrict the Dominion's ability to sell in markets outside Britain 
and to reduce realisations from sales•both in Britain and in 
other markets • 
•.• under normal conditions, the international butter trade tends 
to· form a large, integrated market, because of the overwhelming 
importance of the United Kingdom as the largest importer of 
butter. Because it is the only free market of any consequence 
• • • the United Kingdom tends to be the recipient of all butter 
from New Zealand, Denmark, Australia, and other regular exporting 
countries that cannot be sold elsewhere •••• substantial 
quantities of Danish butter, which would otherwise have been sold 
to East and West Germany, Finland, and other European countries, 
have, because of dumping in those countries by America, been 
forced to i;he United Kingdom. We ourselves have lost sales to 
France, Czeohoslavakia, Portugal, and other countries, and our 
butter which would have gone to those markets has gone instead to 
the United Kingdom. The result has been a heavy concentration 
of butter from all exporting countries on the United Kingdom 

1A.J.H.R., 1955, Vol. III, H - 44, P• 38. 
2Ninth Annual Report of the New Zealand Dairy Products Marketing 

Commission, 1956, p. 6. 
3Press, 15 January 1955. 



market, and this has undoubtedly been an important factor in 
the fall of butter prices, our own ex store London prices 
declining in less than three months from 403 s[hillings] to 
340 a f}?.illings] per cwt. 1 

The Fate of Products Developed by New Zealand to Circumvent 
Import Regulations 

(a) Butter--Oil and Exylone 

With prices falling in the United Kingdom and difficulties 
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being encountered in diversifying markets elsewhere, the New Zealand 

Dairy Products Marketing Commission naturally started looking at the 

possibilities of circumventing American import restrictions. In 

1956 the Commission discovered that licences were being issued for 

the importation of butter-oil (dry butterfat) into the United States. 

The Commission had been exporting this commodity to a number of 

markets, notably Fiji and Pakistan, since the end of the Second World 

War, but the latter market had been lost in 1952 when the United 

States began large-scale exports of butter to Pakistan under 

foreign-aid programmes.2 

Trial shipments to America began in June 1956 but soon drew 

the.inevitable chorus of protests from American dairy interests which 

led to a Section 22 heari'ng in January 1957. New Zealand's interests 

were represented at the Tariff Commission hearings and an 

Aide-memoire on the subject was presented to the State Department. 

Nonetheless, a quota of 1,8 million lb (804 tons), the approximate 

level of 1956 imports, was imposed for 1957. This quota was to be 

reduced to 536 tons after 1957. It included butter-oil and all butter 

1Press, 26 March 1956. See ~lso A.J .H.R., 1956, Vol. IV, H - 29, 
pp. 14 - 15. 

2Press, 13 December 1956. 
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substitutes containing 45 per oent or more butterfat. Despite 

protests by New Zealand officials, no app~~tionment of the quota on 

a country basis was made.· New Zealand in 1956 bad supplied about 

80 per cent of the imports. 

At about the same time as the discovery of the issuing of 

licences for butter-oil imports the DairyBx>duois· Marketing Commission, 

in response to requests from American ioe cream manufacturers, 

developed a new mixture, first known as Azolene and then as Exylone. 

This mixture.was composed of 75 per oent or more butterfat, together 

with sugar, water and vanilla. The extra ingredients removed 

Exylone from the class of butter substitutes and it therefore did not 

come under the quotas for buttel"-oil. Trial shipments in late 1956 

confirmed this and were followed by three shipments amounting to 

just over 4,000 tons in early 1957. It was not long before American 
. 

dairy interests, led by three Wisconsin Congressmen, protested to 

the White House and the u.s.D.A., urging steps be taken to block 

further imports of the oommodity. 1 The matter was referred to the 

Tariff Commission to investigate and after hearings in June 1957 

the Commission, in a 3 - 2 majority decision, held that the New 

Zealand product was disrupting the domestic price support programme 

on wholemi1k and butterfat. 2 Again, despite submissions by New 

Zealand representatives to the Tariff Commission and discussions with 

1Preas, 20 May 1957. 
2u.s. T~iff Commission. Report to the President on Investigation. 
No. 22 - 16.under Section 22 of the Agrioultural Adjustment Act, as 
Amended {July 1957). 
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the State Department and the Department of Agrioulture, they met 

with no success. A total embargo was placed on all imports containi'ng 

more than 45 per cent butterfat, apart from cheese and products 

already subject to quotas. Thus ended sales of B.xylone to the 

United States, a trade that had been worth more than $NZ 2.7 million 

to New Zealand and had provided a valuable outlet for New Zealand 

butterfat.I 

(b) Colby Cheese 
I 

In 1958 the ~airy Products Marketing Commission, after a 

ruling by the United States Bureau of Customs declaring Colby cheese 

was not classifiable in the tariff provisions for Cheddar cheese, 

and therefore was not subject to the quantitative restrictions imposed 

on Cheddar under Section 22, decided to manufacture Colby cheese 

for export to the United Statea.2 During that year New Zealand 

sent 241 tons of Colby. Shipments rapidly increased to 6,500 tons· 

in 1961 when a Tariff Commission hearing, called to examine the 

possibility of liberalising Cheddar quotas, produced a negative 

recommendation. American authorities .soon began to urge New 

Zealand to voluntarily limit its Colby exports in order to avoid 

a Section 22 hearing. 

1A.J.H.R., 1958, Vol. IV, H - 44, p. 40. 
2 . 
In the production of Colby cheese the curd is not •matted' and 
•milled' as is the curd of Cheddar, and the texture of Cheddar is 
generally more compaot than that of Colby. The United States Bureau 
of Customs standards of identity allow Colby to contain not more than 
40 per cent moisture, which is 1 per cent higher than the maximum 
for Cheddar cheese. U.S.T.C. Publication 240, op.cit., p. 77. 
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In January 1962 New Zealand vas told that unless Colby exports 

were restricted to 3,000 tons for that year, Section 22 action would 

be taken. It was with considerable reluotanoe that New Zealand 

eventually agreed to such an arrangement and exports for the year 

ended June 1963 did not exceed 3,000 tons, Evidence of this 

reluctance is borne out in a statement by P,B. Marshall, General 

Manager of Marketing for the Dairy Boards 

As the most efficient and most ill-treated dairy industry 
in the world trade, I .think we have been too patient and too 
understanding for too long about the United States• 
administratio~~s political problems with their farm pressure 
groups. 

He went on to say that the United States gave a very st.rong impression 

of being opposed to trade restrictions, so long as they were other 

people's restrictions. It wanted to maintain free trade for its 

exports while continuing embargoes, quotas and prohibitions, against 

countries trying to sell to the United States. 

For many months we have been waiting for a Presidential 
decision as to whether the United States quota on cheddar 
oheese - of which New Zealand has .the major share - will be 
relaxed, The ••• Tariff Commission's recommendation 
@eptember 196Y to hold that quota at its present absurd 
level of little more than 1,000 tons a year still lies on 
the President's table, while we wonder whether the Administration 
will seize upon it as an opportunity to reverse it, and thus 
show some practical evidence of its desire to free trade 
for our benefit. 1 

Other countries, notably Australia, stepped up their exports 

of Colby to the United States. This led to the U.S,D,A. recommending 

a Tariff Commission investigation into not only Colby imports, but 

all dairy imports containing less than 45 per cent butterfat. To 

l Press, 11 Mey 1962. 
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avoid such an investigation, it proved necessary for New Zealand 

to extend its •voluntary' restraint on Colby exports in conjunction 

with the two other major suppliers, Australia and Ireland. Under 

this tripartite arrangement maximum annual quantities of Colby 

shipments to the American market were agreed to. New Zealand's 

quota was 3,000 tons while the Australian's and Irish were 1,500 

tons and 500 tons respectively. Although this arrangement allowed 

New Zealand to supply twice as much as Australia it should be 

remembered that this was a market New Zealand had developed and it 

was not until 1961 that Australia entered the trade with sales of 

97 tons, while New Zealand supplied 6,500 tons. New Zealand's 

position had been eroded by the •voluntary' agreement. The tripartite 

arrangement, however, was preferable to a Section 22 investigation 

which probably would have reduced Colby imports still further. 

The tripartite arrangement was not renewed after June 1965. 

With no restraint on Colby exports and a relative shortage in 

domestic Cheddar supplies in the United States New Zealand stepped 

up shipments to 6,871 tons in 1966.· 

A temporary relaxation of over 400 tons was granted in the 

Cheddar quota for the year ended 30 June 1966 as a measure to relieve 

the domestic shortage. However, despite a Tariff Commission 

recommendation that the Cheddar quota be increased for an indefinite 

period by 44 per cent to 1,788 tons,1 Cheddar imports for the 1966 - 67 

1u.s. Tariff Commission, Cheddar Cheese. Report to the President on 
Investigation No. 22 - 618 (Supplemental) Under Section 22 (d) of 
the Agricultural Adjustment Act, as Amended. T.C. Publication 175 
(Washington, D.C., June 1966); p. 1. Hereafter cited as u.s.T.C. 
Publication 175. 
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marketing year reverted baok to the level set in 1953. The Tariff 

Commission report, which was not published at the time, noted that 

'imports restricted by the quota have supplied an insignificant 

and declining share of consumption•. It further stated that an 

enlargement in the quota of the level it recommended was equivalent 

to about O.l per cent of total United States consumption of Cheddar 

cheese and thus would not 'interfere materially with the l}griculturej 

Department's programs•. 1 

The French entered the United States Colby market in 1966 sending 

4,000 tons that year at the subsidised rate of 38 cents per lb 

compared with 46 cents per lb for the New Zealand product. 2 Efforts 

by other exporters, including New Zealand, to persuade the United 

States Treasury to impose countervailing duties on the Frenoh Colby 

imports were unsuccessful. 

French action, however, did not prevent New Zealand from 

exporting over 14,500 tons of Colby to the United States in 1966 - 67. 

Apart from the purely oommeroial considerations it was undoubtedly 

the intention of the New Zealand Dairy Board to establish a 

substantial trade in this product in the event of quotas being imposed 

on the basis of the 1966 trade. 

(o) Frozen ,Cream 

Towards the end of 1962, after more than two years of preparation, 

1 . 
Ibid., p. 5. 

2The French subsidy was equivalent to about 23 cents per lb. u.s.T.C. 
Publication 240, op.cit., P• 141. 
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New Zealand exported frozen cream to the United States. Before this 

trade could be undertaken stringent Amerioan requirements had to be 

met. Investigations were oarried out by the Dairy Board, the Dairy 

Division of the N.Z.D.A., the Dairy Research Institute, and carton 

manufacturers, as well as many others.l The oream is pasteurised, 

paoked in drums, then frozen by a fast-freezing process and shipped 

at a temperature lower than that used for other dairy products. 

One of the major problems that had to be overcome was packaging~ a 

process European competitors had not been able to master. 2 

Reaction from American dairymen was almost immediate. In 

February 1963 they asked for Section 22 action. The New Zealand 

Dairy Board pointed out that the frozen cream trade was already 

effectively limited by a tariff quota whioh permitted the entry of 

up to 1.5 million US gallons annually at 15 oents per gallon, the 

duty rising thereafter to 56.6 cents per gallon, making the sale of 

non-subsidised exports above this level prohibitive.3 An assurance 

soon after was given to the American authorities that New Zealand 

shipments would not exceed 1.5 million gallons annually and that 

advanoe notification would be given if there was any change in this 

position. 

1The N.Z.D.A. had to issue -oertifioates on the health of each of the 
20,000 cows and all other dairy cattle on every farm supplying 
the Kaipara Co-operative Dairy Company, Helensville, where the 
product was supplied from. . 

2H.S. Blackmore, Interview, Wellington, 4 June 1971. 
3Thia quota came into effect in 1936 when a duty of 20 oents per 
gallon was imposed. The duty was reduced in 1951 to 15 cents at 
the request of Canada in GATT. 



82 

(d) The 1967 Restrictions 

New Zealand, as a result of the low level of stocks and high 

prices of dairy products in the United States in late 1965, 

presented a Note to the State Department in April 1966 urging the 

United States t.o liberalise its restrictions on dairy imports. It 

expressed the view that the dairy supply situation in the United 

States had changed and the factors which led to the imposition of 

import restrictions in 1953 no longer applied. The Minister of 

Overseas Trade, J.R. Marshall, when announcing the move said: 

It has been of long-standing regret to the New Zealand 
Government that the area of trade singled out by the United 
States for the most severe restrictions should include dairy 
products••• 

He went on to say that New Zealand recognised the United States 

government had pursued, overall, a liberal trading policy and did 

have as one of its main objectives the elimination of quantitative 

restrictions to trade. 

But the strenuous efforts of the New Zealand Government 
and the New Zealand dairy industry to diversify markets 
for dairy products continue to be inhibited by the 
restrictive trading policies of countries which would 
otherwise provide significant export opportunties. A removal 
of the United States• import restrictions o.n dairy products 
would materially assist New Zealand in obtaining the objectives 
of expanding trade in agricultural products, which is also the 
objective of the United States Government.1 

Soon after the Note had been presented to the State Department, 

24 Senators, led by Sen. Proxmire of Wisconsin, co-sponsored a bill 

in the Senate proposing even greater restrictions on dairy imports. 2 

1Press, 21 April 1966. 
2s3273. Congressional Quarterly Almanac, 1966 (Washington, D.C., 

Congressional Quarterly, Ina., 1967), p. 1093. Hereafter oited as 
C. Q. Almanac. 



The action of these Senators, together with those of a number of 

Congressmen who presented similar measures in the House,l probably 

aooounted for the Administration preventing immediate publication 
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of the June 1966 Tariff Comlllission findings on Cheddar imports. The 

Tariff Commission, as noted above, rather than advocating greater 

controls, called for a relaxation of the Cheddar quota. 

Not long after the Tariff Commission hearings on Cheddar, 

import restrictions were imposed on dairy products containing between 

25 and 45 per oent sugar under the Sugar Aot of July 1966. These 

restrictions, in faot, applied to butterfat and flour mixtures 

containing over 25 per cent su~ar. Dairy producers in several 

countries, after the embargo on products containing more than 

45 per cent butterfat (E:xylone) in 1957, looked for an alternative 

ioe cream mix formula. The result was Junex (Junior Exylone), a 

mixture containing 44 per oent butterfat, 50 per cent sugar and 6 

per oent water. Australia and Belgium were the two largest suppliers 

of the produot. New Zealand had no trade history in the product 

at the time quotas were imposed.2 

113 Congressmen, between 17 May and 10 August introduced bills in· 
the House aimed at restricting dairy imports. 

2Although commercial' demand for Junex was favourable and the product 
-oould:have been manufactured in New Zealand without difficulty, 
the Dairy Board refrained from exporting it to the United States in 
light of the 1957 Exylone decision. When quotas were imposed on 
Junex New Zealand was granted the minimum quota of less than 90 
tons. Requests were made to American authorities for a quota at 
least equal to that of Australia and Belgium. They felt this was 
justified on the grounds that it had abided with the 1957 decision. 
This request was not granted. The Dairy Board, because of the 
smallness of the quota, have not manufactured Junex for export 
to the United States. 



In view of the action taken by American authorities under the 

Sugar Act, the New Zealand Dairy Board in 1966 developed another 

new p:ooduot known as Maytex or Meletone, containing 44 per cent 

butterfat, 24 per cent nonfat milk solids, 10 per cent sugar and 

22 per cent water. This product circumvented both the 1957 Section 

22 quotas on butter substitutes and the·embargo on E:xylone, as well 

as the 1966 Sugar Act restrictions. The first shipments were made 

in September 1966, with total exports of 9,627 tons in the year 

ended 30 June 1967. 

Protectionist demands intensified throughout 1966 and soon 

after the oommenoement of the 1st Session of the 90th Congress in 

January 1967, Sen. Proxmire, now with 40 co-sponsors, reintroduced 

his bill designed to place further limitations on dairy imports. 1 

The main featuresof the bill; in summary, weres 

1. limit imports of all dairy imports containing 5 per cent 
or more of butterfat and/or of nonfat milk solids to the 
1961 ~ 65 average (371,000 tons compared with the 1966 
level of 1,205,000 tons)J 

2. the growth of imports be based on United States domestic 
consumption, excluding Federal distribution programmes, 

3. the President could authorise additional emergency imports 
but if the domestic price was less than parity the 
u.s.D.A. would have to purchase an equivalent quantity 
of domestic products, 

4. the Act would not repeal Section 22 nor Section 22 
limitations currently in force, but limitations under the, 
new Act would prevail. 

On 30 March the Secretary of Agriculture announced a Section 22 

investigation on •certain dairy products not now subject to quotas', 

including Colby cheese, Meletone and frozen cream. The Tariff 

1s612. C.Q. Almanac, 1967 (rio page number). 
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Commission's hearings were held in May and in its findings it 

reoommended that total annual dairy imports be restricted to the 

1966 level of 2,800 million lb milk equivalent. 1 However, President 

Johnson on 30 June issued a proclamation under Section 22 aimed at 

limiting annual dairy imports to the average level for the period 

1961 - 65, which was equivalent to approximately 1,000 million lb 

milk equivalent. He claimed 'this action is of benefit to all 

Amerioans 1 e2 

Undoubtedly the growing intensity of protectionist demands by 

American dairymen ·and by Congress was the reason for the Tariff 

Commission's recommendation being rejected. Besides Proxmire's bill 

in the Senate, 181 Congressmen by the e~d of June had sponsored or 

co-sponsored one or more bills urging restrictions of varying 

proportions on dairy imports. All, or the majority of Congressmen 

representing 21 States, including Wisconsin, Minnesota, Washington, 

Florida, Mississippi, Kansas, Iowa and Kentucky, had sponsored or 

co-sponsored such legislative aotion.3 A number of these bills would 

have restricted dairy imports even further than that imposed by the 

30 June proclamation. It therefore app~ars that the President's 

action was designed to forestall the more restrictive legislation. 

The new regulations restricted imports of frozen cream to 1. 5 

million US gallons, the previous 'low• tariff level, of which New 

1u.s. Tariff Commission, Dairy Products. Report to the President on 
Investigation No. 22 - 26 Under Section 22 of the Agricultural 
Adjustment Act, as Amended. T.C. Publication 211 (Washington, D.C., 
June 1967). 

2 
Press, 3 July 1967. 

3c.Q. Almanac, 1967 (no page numbers). 
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Zealand was to be the sole supplier. Butterfat mixtures containing 

lees than 45 per cent butterfat were drastically cut to 1,152 tons. 

Over 47,000 tons of this product was exported to the United States 

in 1966. New Zealand received no share of the butterfat quota and 

therefore its trade in Meletone ceased. The proclamation also 

brought Colby cheese under a formal quota for the first time, 1 

restricting imports to 2,721 tons a year, about 13 per cent of the 

1966 import level. However, the global quota for Cheddar was increased 

from 1,241 tons to 4,481 tons. 

When the ool.ll1try allocations for cheese were announced in July, 

New Zealand received 55 per cent of the Colby quota and 55 per cent 

of the additional Cheddar quota. 2 

Besides a nil quota on butterfat mixtures containing less than 

45 per cent butterfat and a drastic out in Colby exports, the 

repercussions of the new American restrictions for New Zealand 

were even more severe in the light of growing EEC surpluses of dairy 

products. The EEC in 1966 began disposing some of its surplus by 

heavily subsidising exports and this method of disposal was seriously 

hampering New Zealand's efforts to diversify its markets. As one 

spokesman for the Dairy Board commenteds 

From an international point of view the effect of the new 
United States restrictions is to throw on to other markets the 
equivalent of about 50,000 tons of butter. Add this to the 

1colby was placed in the aategory of •other American-type cheeses•. 
In the United States Cheddar cheese is regarded as an American 
type cheese. 

2The new Cheddar quota included 547 tons over nine months old and 
made from unpastuerised milk. Although this aged Cheddar was to 
be ad.ministered on a global basis the major part of quota, would in 
practice, be supplied by Canada. 



existing surplus in Europe [over 200,000 tons] and you have 
some idea of the surplus problem.1 

(e) 'Other Cheeses' Quota 

United States officials emphasised that the June proclamation 

had been issued as a step to stop the 'flagrant dumping of dairy 

products on the American market by certain countries in which 

subsidised export trading is practiced•. 2 New Zealand, however, 
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had at no time adopted this practice and considered it had been 

unjustly treated in the allocation of quotas for the butterfat mix, 

Colby, and Cheddar· cheese. The Chairman of the Dairy Board, A. Linton, 

complained that 'equity had been disoarded'.3 His statement, even 

in terms of the trade history of Colby and Cheddar oheese ~ad some 

substance. The President's proclamation was to limit dairy imports 

to the average level for the years 1961 - 65. During this period 

New Zealand had supplied over 80 per cent of American imports of 

Cheddar and 67 per cent of Colby and yet was granted only 55 per cent 

of the new quotas.4 

It appears that a number of exchanges were held between the 

two governments over the allocation of quotas, with New Zealand 

expressing the view that it had been unfairly penalised as a 

non-subsidising exporter.5 These representations pore no immediate 

, 
~Press, 15 September 1967. 
2Preaa, 28 July 1967. 
3Press, 24 July 1967. 

4Preas, 28 July 1967. 
5confidential Appendix. 

\ 
~ 
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fruit in the form of an increased allocation in the various quotas. 

However, in January 1969 there was a welcome relaxation of 

restrictions on cheese imports, with New Zealand being the principal 

beneficiaryo In September 1968 temporary restrictions had been 

imposed by the Administration on imports of processed Italian-type 

cheeses, prooessed Edam and Gouda, and a category of •other cheeses' 

with a value of less than US 47 oents f.o.b. in the country of origin. 

When the quotas for these 'other cheeses' were announced, New 

Zealand was allocated 7.5 million lb (3,348 tons). The Minister of 

Overseas Trade, J.R. Marshall, in a press statement announcing this 

move said: 

The latest Administration decision was made after a long 
series of representations to the United States authorities 
during the last six months, in which New Zealand sought 
recognition of its legitimate trading interest as an efficient 
and non-subsidising producer~ ••• New Zealand had been 
disturbed that the manner in which the United States import 
quotas were being allocated tended to reward those countries 
which subsidised the export of these products, and considered 
that its previous quota of 8.8 m[illion] lb for cheddar and 
colby cheese only, did not provide a reasonable trading 
opportunity in relation to the demand for New Zealand dairy 
products in the United States.1 

(f) Monterey Cheese Controversy 

To comply with United States Bureau of Customs specifications 

of the •other cheeses• category, the New Zealand Dairy Board 

manufactured Monterey Cheese. From the very beginning members of the 

American dairy lobby opposed the allocation on the grounds that 

New Zealand had not been an historical supplier of such cheese. 

Only a few months after the Monterey trade had begun the issue 

l Press, 8 Januarr 1969. 



arose as to whether the cheese was, in fact, Monterey, or whether 

it was Cheddar and therefore subject to the Cheddar quotae A senior 

Republican member of the House Wey's and Means Committee, J. Byrnes 

of Wisconsin, sponsored a bill in the House aimed at classifying all 

imports with milk-solids or butterfat content so that they would 

fall within the present quota regulations.I Although Monterey cheese 

was under quota control Brynes claimed that the cheese was incorrectly 

labelled and, in faot, was Cheddar. He had, prior to the presenting 

of his bill, along with other members of. a Congressional delegation 

from Wisconsin, arranged a cheese-tasting test. A panel of 8 

'experts• tasted various samples of the New Zealand cheese, together 

with the domestic cheese in question, and although not unanimous 

in their findings, had agreed that the imported cheese was Cheddar. 

Allegations were also made that four companies had used the imported 

commodity in making processed American cheese.2 Nevertheless, the 

Bureau of Customs continued to classify Monterey as •other cheese•. 

In July 1970 officials of the Food and Drug Administration 

examined a shipment of the cheese and determined that it complied 

with standards of identity for Cheddar, rather than Monterey. During 

the same month, at the request of the House Ways and Means Committee, 

the Ta~iff Commission was asked to investigate New Zealand's •other 

cheeses•quota, along with imports of certain cheeses priced at 

US 47 cents per lb or over f.o.b. in the country of origin, lactose, 

and chocolate crumb containing 5.5 per cent or less of butterfat. 

1Press, 26 May 1970. 
2u.s.T.C. Publication 340, op.cit., PP• 89 - 94. 

, , 
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Soon after the Food and Drug Administration issued 10 detention 

orders, involving 100 tons of the cheese, to importers on the grounds 

that the cheese was mislabelled and therefore in violation of the 

Federal Food, Drug and Cosmetics Act. It was only following this 

action that the Bureau of Customs decided that the New Zealand cheese 

be classified as Cheddar, placing the Monterey under New Zealand's 

Cheddar quota rather than its •other cheeses•quota. 

The most amazing feature about the whole controversy was that 

the cheese was manufactured to the exact specifications laid down 

for its manufacture by the American authorities. As the Director-General 

of Agriculture, A.T. Johns, was to comment following reports of the 

tasting exercise, 

New Zealand Monterey cheese exported to the United States is 
manufactured strictly in accordance with the United States 
Department of Agriculture prescriptions and this has been 
confirmed by the Unit.ad States Customs Department. We do not 
consider that the tasting e~eroise, however expert the members 
of the panel might be, was soundly baaed. A more realistic 
comparison would have been between New Zealand cheddar and 
New Zealand Monterey manufactured in the same locality at 
about the same time. The composition of New Zealand milk, 
which has a higher ratio of fat to solids than that of other 
countries, is an important faotor that should not be overlooked.1 

The action of the Bureau of Customs was considered by the dairy 

lobby as a major victory and the start of a tightening up of dairy 

import laws.2 Indeed, soon after the Monterey decision a number of 
I 

other dairy product imports complained of by Byrnes and other 

Congressmen were placed under quota control. However, New Zealand 

did not lose its •other cheeses• quota and was given time to clear 

1straight Furrow, 8 April 1970, p. 19. 
2 Press, 12 September 1970. 



existing stocks of the cheese. While sales of Monterey totalled 

3,860 tons during the 1969 - 70 season, they were restricted to 

820 tons in 1970 = 71. 1 The Dairy Board ia now selling Cheshire 

cheese, a cheese with less resemblance to Cheddar, in the plaoe of 

Monterey. 

(g} Ioe Cream and Stock Milk Feeds 

91 

As part of the tighte~ing up of dairy import laws the Tariff 

Commission, in July 1970, under Seotlon 22, investigated imports of 
• 

ioe cream, lowfat chocolate crumb, stock feed containing milk solids, 

and certain lowfat cheese. Two of these, ioe oream and stock feed, 

New Zealand began exporting to the United States in 1969. During 

that year it supplied US 526,000 of the US 2.6 million gallons of 

ice oream imports and 514 of the 4,327 tons of stock feed miik 

compound .. imports. 2 

Although not the first country to export either item to the 

United States, New Zealand had, by the time of the Tariff Commission 

hearings, become the second largest supplier of both products. The 

stock feed consisted of over 70 per cent nonfat dry milk, 21.6 per 

cent butterfat and 2.4 per oent of other animal fat, together with a 

vitamin ~ix.3 As suoh, it circumvented existing quotas for the 

milk-derived ingredients of the stock feed. Both the stook feed 

and the ice cream required further.processing before entering the 

retail market. As A.L. Friis, Deputy-Chairman of the New Zealand 

1 Tenth Annual Report of the New Zealand Dairy Board, 1971, p. 46. 
2u.S.T.C. Publication 338, op.cit., PP• A 65 - 66. 
3Ibid., P• A 48. 



Dairy Board, told the Tariff Commission in his testimonya 

Americans who buy our products make it clear by doing so that 
they are just as eager to have them as we are to sell them. 
The ease with which the American market absorbs dairy product 
imports, unusual as well as traditional ones, suggests that 

. the American consuming public is hungry for greater supplies 
of dairy products. 1 

For each product, except certain lowfat oheese, the Tariff 

Commission recommended nil quotaa.2 Although these findings were 

not accepted by the Ad~inistration, quotas were aet at US 431,330 

gallons (1,508 tons) for ice orewn and 7,277 tons for stock feeds; 

5 per cent and 60 per cent, respectively, of the level of total 

imports in 1970.3 

Evaluation 
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Of all the agricultural commodities placed under import control 

by the United States, those on dairy products have been the 'most 

sensitive politically' and have 'provoked the greatest animosity 

abroad•.4 The United States has been a major contributor to the 

chaotic international situation that has existed in the marketing of 

dairy products during the last two decades where low cost producers, 

such as New Zealand, have found themselves excluded from the main 

sizeable markets for dairy products, with the exception of the United 

Kingdom, by excessive import restrictions and have in turn had to 

compete with highly subsidised exports in whRtevA~ other alternative 

1The New Zealand Dairy Exporter, Vol. XLVI, No. 2, August 1970, p. 38. 
2u.s.T.C. Publication 338, op.cit., p. 8. 
3u.s.D.A., Dairy Situation, March 1971, p. 23. 

4t.iackenzie, op.cit., p. 194. 
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markets that may be aooessible. 

In 1970 New Zealand was the only oountry with producer returns 

of less than $US 6 per 100 kilograms of milk. Three countries, 

Denmark, Ireland and Australia had prices in the range of $6 to $8 

per 100 kilograms. In the general range of $8 to $10 were the 

United Kingdom, Austria, France, Belgium, Canada and the Netherlands, 

while between $10 and $12 were West Germany, Italy, Switzerland and 

the United States. Norway and Japan had producer prices in excess 

of $12. Since 1970 the United States has moved to a price in excess 

of $13.1 

However, it appears that whatever the American dairy farmer 

may laok in economic efficiency he makes up in political know-how. 

Besides the continuing pressure he has been able to exert in having 

quantitative restrictions imposed on dairy imports circumventing 

existing quota controls, his political strength was highlighted in 

March 1971, following the announcement by the Secretary of Agriculture 

that the dairy price support level would be maintained at its existing 

level of $4.66 a cwt. Thir~een days later, after intense lobbying by 

dairy interests, the price was raised by 27 cents. Between the two 

price announcements spokesmen for the industry had met with President 

Nixon and Secretary of Agrioul ture Hardih, while between 6 and 25 

March a total of 29 senators and 116 congressmen had sponsored 

legislation to increase the support level to almost $5 per cwt. 

Nearly half of these sponsors, 13 in the Senate and 50 in the House 

of Representatives, have received $187,000 in campaign contributions 

1 D. Gale Johnson, Comparative Advantage and U.S. Exports and Imports 
of Farm Products, Paper prepared for the 50th National Agricultural 
Outlook Conference, Washington, D.C., 23 February 1972, pp. 11 - 12. 



in the last three years from organisations connected with dairy 

interests. 1 
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Some of the impact of the lobbying done by dairy interests can 

be gauged from the reaction of the Republican Party national 

chairman, Sen. Robert Dole, .whose party' a campaign funds were boosted 

by contributions from dairy groups. In a speech on 29 March he 

commended the action of increasing dairy price supports saying 'the 

time had come when our dairy farmers deserve a rise in milk prices•. 

It was not more than one week beforehand that he had praised the 

u.s.D.A. for holding the line on milk price supports and had said 

that the Secretary of Agriculture had chosen the wise rather than 

the popular decision.2 As one person summed up the situation: 

Perhaps the greatest achievement of the dairy politicians 
came this spring when they managed to have the Secretary of 
Agriculture overruled on an initial decision to leave the 
milk support price unchanged. After a slush fund (the Trust for 
Agricultural Political Education} had made contributions totalling 
some $100,000 t.o various campaign committees, the support price 
was raised by about 6 per cent. Without going into the 
ethics of this transaction it is interesting to note that this 
price increase is likely to transfer hundreds of millions of 
dollars from consumers to dairymen, so that the political 
contribution was a splendid investment from the donor's point 
of view. 3 

The American •consumer advocate•, Ralph Nader, has estimated that 

this increase in dairy price supports will cost the United States 

government an extra $US 126 million a year.4 

l Presa, 29 January 1972. 
2congressional Quarterly Weekly Report, Vol. XX.IX, No. 29, 16 July 
1971, p. 1515. 

3H.S. Houthakker, •Domestic Farm Policy and International Trade', 
American Journal of Agricultural Eoonomios, Vol. LIII, No. 5, 
December 1971, p. 765. 

4rress, 29 January 1972. 



95 

The United States dairy industry is a classic example of an 

agricultural industry which is oharaoterised by policies which 

restrain demand, stimulate output and require trade barriers to 

support the artificially high prices. One can 9 as the New Zealand 

government and Dairy Board has done on many oocasions, point to 

deolining production, increasing consumer prices, or to any other 

economic factors which support arguments in favour of oheaper 

imported supplies, but none of these will have any effect on policy 

decisions so long as the American dairy lobby is able to maintain 

its influence in Washington against imports and against basic 

changes in the price support programme. 

Market prices for dairy products in the United States, as Table 

3 ~ 17 indicates, have been significantly higher than the prevailing 

world prices and it has only been natural that the New Zealand Dairy 

Board, encountering difficulties in penetrating other markets, has 

developed products which circumvent existing American import quotas. 

In these operations the Board has demonstrated that it represents 

an industry which is extremely adaptable to prevailing market 

requirements. 

Of the many different products New Zealand has shipped to the 

United States, casein is the only one which at present is not under 

quota controls. Casein production in the United States is negligible, 

with New Zealand being the main source of domestic needs. 1 The only 

other New Zealand dairy product which the United States provides a 

1u.s.D.A., Dairy Situation, March 1972, p. 25. For details on the 
extent of New Zealand's casein trade with the United States, see 
Appendix III. 



TABLE 3 - 17 

Butt era 
1955 
1957 
1959 
1961 
1963 
1965 
1967 
1969 

Cheeseb 
1955 
1957 
1959 
1961 
1963 
1965 
1967 
1969 

8united Kingdom: 
London., 
United States: 

bUnited Kingdom: 
United Sta tea: 
Chicago., 

COMPARISON OF WHOLESALE BUTTER AND CHEESE PRICES IN 
THE UNITED KINGDOM A.ND THE UNITED STATES, 
1955 ~,. 1969, BY SELECTED YEARS 

United United 
Kingdom s·tates 

$US per Kilogram 

0.,98 1 .. 26 
0.,78 1 .. 31 
0 .. 95 1.32 
0,, 7·1 1@33 
0.,90 1 .. 28 
0 .. 92 1.,33 
0,,81 1 .,47 
0.,71 1 e49 

0.,53 0,.82 
0.,60 0.,86 
0.,81 0,.85 
0.,64 0.,92 
I", CA 
Ve,YLf 0.94 
0o 71 0.,99 
0,. 71 1 .. 15 
0.,53 1.,33 

New ZeaJ.andp finest, salted, ex store, spot p:rioe, 

Grade A9 92 soore, wholesale prioe, Chicago. 
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New Zealand, finest, white, ex store, Londono 
American No .. 1, fresh, single daisies, wholesale price, 



reasonably large market for is cheese; being New Zealand's second 

largest market in recent years. 1 

The New Zealand Dairy Boa.rd has part:i.oipated in all the 
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numerous Tariff Commission hearings on dairy products since quota 

restrictions in their present form were first instituted in 1953. 2 

These hearings have been especially frequent in recent years. Unlike 

American sheep and cattlemen organisations, there is no compromise 

among dairy producer organisations on the question of imports. T.&. 
.L ... 

has therefore been extremely difficult for the Dairy Board to foster 

any sort of liaison with them. 

The Board has, however, recently established a wholly-owned 

company in Chicago acting as its agent. On announcing the move, 

its chairman saidg 

A number of United States companies have extensive affiliations 
with the international dairy produce trade. The Board regards 
it as important that direct 1 on the spot' contact be 
established wl th the·se companies and with the United States 
authorities who determine dairy iij!port policy in Washington.3 

The Chicago office is similar to others established by the Board in 

Tokyo and Singapore and provides a direct link with the domestic 

processing industry, which the Board no doubt hopes, will provide 

closer technical liaison and in the long term, at least, some 

liberalisation in the present stringent import restrictions. 

1see Appendix IV. 

2Blaokmore, Interview, Wellington, 4 June 1971. 

3The New Zealal'l,_d :Q_air3.__!x~o!'te~, Vol. XLVII, No. 4, October 1971, p. 21. 
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Most of the meat produced in the world is supplied to domestic 

markets. Despite the fact that there has been a large increase 

in the volume of international trade in oaroase meat during the 

last two decades it still only represents about 8 per cent of 

world output. Among the few countries with large exportable 

surpluses are Argentina, Australia, New Zealand, Denmark, the 

Netherlands and Ireland. The ohief flows of trade are to Western 

Europe; in particular the United Kingdom, which aooounted for nearly 

32 per oent of world trade in 1969. In recent years United States 

imports of red meats have expanded rapidly. Whereas between 1951 

and 1955 it, on an average, took about 10 per oent of world imports, 

in 1969 the United States accounted for over 22 per cent of total 

meat imports (Table 4 - 1). During that same period American meat 

imports increased by 490 per oent, from 209,000 tons to over 

1 million tons. 

As Table 4 - 2 indicates, since the termination of the 

bulk-purchase agreements with the United Kingdom in 1954, the 

United States has become a very important market for New Zealand 

meat. ·However, the United Kingdom during the 1970 = 71 season 

still imported 53 per cent, by weight, of New Zealand's meat exports. 

Although meat is one of the more freely traded agricultural 

commodities, trade in this commodity is circumscribed by a number 

of restrictions whioh can limit both the quantity of meat which 



TABLE 4 - 1 MAJOR MEAT PRODUCING, EXPORTING AND IMPORTING COUNTRIES, 1969a 

Meat Producing Countries Exporting Countries Importing Countries 
Products Country '000 Tons % Country '000 Tons % Country '000 Tons % 

Beef United Sta.tea 9,746.0 30.0 Argentina 757.8 28.o United States 732.4 30.1 
and USSR 4,948.1 15.3 Australia 398.6 14.7 United Kingdom 478.0 20.0 
Veal A.rgent:Lna. 22s~1 .. ~ _§.:1 New Zealand 222.6 8 .. 2 Italy- fk2.1 ~ Total (3) 17,531.6 54 .. 0 Total (3) 11,379.0 50 .. 9 Total (3) 1,42.5 2 .. 1 

World ,~ota.l 32-M '\., 3 100.0 World Total 2. 709.3 100.0 World Total 21~88 .. 1 100 .. 0 

Pork United States 5,782.5 25.8 Derunark 504.3 39.0 Uni. ted Kingdom 584.2 44.6 
USSR 2,822 .. 9 12.6 Netherlands 225.1 17 .. 4 France 195,.8 15 .. 0 
West Germany 2;1J1.8 -2.:..2 Poland ~ ~ United States ~ ~ Total (3) 10,737.2 47.9 Total (3) • 5. Total (3) 9 2.5 3. 
World Total 22;~82.6 100.0 World Total 1.29.4.0 100.0 World Total 1,~oa.2 100.0 

Lamb, USSR j 935.0 21 .. 0 New Zea.land 479.6 62.0 United. Kingdom 372.5 51.0 
Mutton Australia. 669.4 15.0 Aut:rtralia 180.6 23.0 Japan 127 .2 17 .4 
and New Zealand 55~-8 ~ 

Argentina ...21.d: -1d_ United States 68.o ~ 
Gos.t Total (3) Total (3) 717.6 92.4 T1ota.l (3) 56f7i 77.7 2, 15 .2 4 

World T1otal 4.Ll.55.1 100.0 World Total 77.4.A 100 .. 0 World Total 730.2 100 .. 0 

All United States 15,774.0 26.6 Argentina. 893.1 18.2 United Kingdom 1,434. 7 31.6 
Meat USSR a, 706.o 14.7 New Zealand. 702. 7 14.3 UnHed States 1,006.6 22.2 

West GeJ."many 3,390.6 5.7 Denmark 596.1 12.2 Italy 351.1 1.1 
Argentina J 1 2JJ.8 --2!.2 Australia _5-81.2 ~ France ~1~-2 ~ Total (4) 31, 1()4.4 52.5 Total (4) 2,773.1 5 • Total (4) 3,107.3 6 .4 
World Tc,tal 59,281.3 100.0 World Total 4,900.1 100.0 World Total 4,543.7 100.0 

Sources: U.S.D.A., World Agricultural Production and Trade, May 1971, and Foreign Agriculture Circular, 
FLM 11 -· 70, December 1970. 

a.Carcase weight equivalent. 

'-0 
\0 



TABLE 4 - 2 

Year Ending 
30 September 

1953/54 
1954/55 
1955/56 
1956/57 
1957/':;!; 
1958/59 
1959/60 
1960/61 
1961/62 
1962/63 
1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1969/70 
1970/71 

SHIPMENTS TO THE UNITED KINGDOM AND THE UNITED STATES, BY VOLUME, AS A PERCFNTA.GE 
OF NEW ZEALAND FROZEN :MEA'r EXPORTS, 1953 - 1971, INCLUSIVE 

United United U .. K. Percentage of U .s. Percentage of Total to all 
Kingdom States Total Total Destinations 

( Thousand Tons) 

309 .. 9 0.7 91. 7 0 .. 2 338 .. 0 
335.6 1.3 86.6 0.3 387.5 
339.1 1.5 82.2 0.4 412.7 
321 .. 8 20.3 81.0 5.1 397.3 
285.4 82.9 71.1 20.7 401 .. 3 
328.2 79.0 74.2 17.9 442.1 
343.9 61.3 73.a 13.2 465.9 
327.7 70.8 70.4 15.1 465.7 
326.8 96.8 64.5 19.1 506.4 
308.4 107.5 61.2 21.3 504.2 
350.6 73.1 65.5 13.7 535.0 
349.8 51.5 69.0 10.2 5CJ7.2 
336.9 68.7 64.8 13 .. 2 519.9 
336.1 81.4 63.0 15.3 533.4 
350.5 95.7 59.3 16.2 591.0 
345.9 74.8 61.4 13.3 563.,4 
369.6 101.8 55.5 15.3 666.0 
365.2 121.2 52.8 17 .5 691.6 

Sources: New Zea.land Meat Producers Board: The Annual Report (various issues); ~, a monthly 
public.a.tion ( various issues). 

..... 
0 
0 
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maybe traded and, to some extent, the prices which maybe realised. 1 

Exports of New Zealand meat, mainly in the form of beef, veal 

and lamb, to the United States have been less subjeot to 

restrictive trading praotioes than in the oase of dairy products. 

Nevertheless they have been a souroe of constant anxiety to the 

New Zealand government and Meat Producers Board officials. Although 

teohnioally the United States market for meat is free from 

quantitative restrictions, and importad meats only attract a nominal 

tariff, legislation was passed in 1964 whioh in effeot places a 

quantitative limit' on imports of beef, veal and mutton. While the 

restrictions imposed by this legislation have been of less harm than 

those on dairy produots, because of the rising world demand for beef, 

they are an example of the frustrations successful exporters oan 

encounter in the American market. 

Currently no quantitative restrictions a.re placed on lamb 

imports. However, during the last decade strong pressure has been 

applied by interested producer organisations in the United States to 

restrict lamb imports. Efforts to include lamb within the soope of 

the 1964 meat legislation brought what the Prime Minister, 

K.J. Holyoake, has desoribed as 'perhaps the strongest message we 

have ever addressed to the United States•. 2 

1 

Unlike beef and veal, sizeable markets for sbeepmeats a.re 

For a summary of trade restrictions on meat and meat products in 
individual countries, see New Zealand Meat Markets 1970 (Wellington, 
New Zealand Meat Producers Board, 1971), pp. 31 - 36. 

2New Zealand External Affairs Review, Vol. XIX, No. 9, September 1969, 
p. 32. 



102 

confined to only a few oountries. The United States baa been 

considered as one of New Zealand's best proapeots of providing a 

market whioh will reduce its almost total dependence on the United 

Kingdom for lamb exports. During the last twelve years muoh money 

and effort has been spent by New Zealand on lamb promotional 

activities in the United States. Any trade restrictive policy on 

lamb would not onl_y prevent New Zealand from reaping the benefits 

of a difficult promotional campaign, but more important, would 

seriously impair efforts to reduce dependence on the British market 

while at the same time providing an outlet for New Zealand's 

increasing lamb output. 

Thia chapter examines the development of the New Zealand meat 

trade to the.United States and the aotual and .threatened restraints 

on the marketing of this oommodity in that market. Partioular 

attention is given to the 1964 meat import restriction legislation, 

not only because of its hindrance to New Zealand's trade in beef 

and veal, but also because it provides an important example of the 

overriding pressure of Congress, despite a determined effort by the 

kdminietration to prevent the passage of such legislation. 

I BEEF AND VEAL 

The United States has long been the world's leading producer 

of beef and veal. Impo~ta, as Table 4 - 3 shows 9 have never been 

equivalent to more than 9.6 per cent of its domestic production. 

In 1969 the United States produced one third of the world's beef 

and veal and imported 732,000 tons, nearly 31 per oent of total 

world exports of beef and veal, to supplement domestic production. 



TABLE 4 - 3 

Year 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 

IMPORTS AS A PERCENTAGE OF TOTAL UNITED STATES 
PRODUCTION OF BEEF AND VEAL, 1950 - 1971, 
INCLUSIVE a. 

Total U.S. Total U.S. Imports as a 
Production Imports Percentage 

( Thousand Tone) 

4,805.4 155.4 3.2 
4,417.9 261.1 5.9 
4,829.9 191.5 4.0 
6,229.0 121.0 1.9 
6,522.3 103.6 1.6 
6,.762.1 102.2 1.5 
7,184.8 94.2 1.3 
7,021.4 176.3 2.5 
6,480.4 405.8 6.3 
6,512.5 474.6 7.3 
7,081.3 337.1 4.8 
7,308.5 462.9 6.3 
7,294.2 642.9 8.8 
7,761.2 748. 7 9.6 
8,691.5 484.4 5.6 
8,837.9 420.5 4.8 
9,212.5 537.5 5.8 
9,379.9 592.9 6.3 
9,649.1 677.7 7.0 
9,746.0 732.1 7.5 
9,942.9 810. 7 8.2 
9,913.4 783.9 7.9 

Souroe: u.s.D.A., Agricultural Statistics (various issues). 

a 
Caroase weight equivalent. 
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American consumption of beef and veal has risen rapidly since 

1952. By 1953 beef had replaced pork as the primary meat consumed 

in the United States and has since maintained its primacy. Whereas 

in 1950 per capita consumption of beef and veal was 71 lb, oaroase 

weight equivalent, in 1970 it had increased by over 60 per oent to 



104 

117 lb. Beef and veal now oonstitute approximately 63 per cent of 

the Amerioan red meat diet~ 1 

Until recently, and still in the vast majority of farming areas 

in New Zealand, production of beef,'apart from dairy beef, has been 

closely tied with the sheep industry. In a great deal of the hill 

country, particularly in the North Island, the beef animal has been 

required for the eoonomio management of the sheep farm. Beef 

production therefore, has been ancillary to and necessarily smaller 

than that of lamb and mutton. However, their role has changed 

considerably in that they are now regarded as income earners in their 

own right, instead of just being pasture and roughage control agents. 

At present New Zealand produces less than 2 per oent of the 

world output of beef and veal but exports about 70 per oent of total 

production. 2 After Argentina and Australia, New Zealand ranks as the 

third largest exporter of beef and veal. As Table 4 - 4 clearly 

shows, since the end of the bulk-purchase agreements the United 

States has become by far the most important outlet for New Zealand's 

exportable beef and veal. 

Early Developments 

The development of the New Zealand meat trade to the United 

States began in the early 1950s with experimental shipments of lamb 

and beef. Arrangements were made between the New Zealand and British 

governments to redivert a shipment of 5,000 tons to the United States 

1 
u.s.D.A., Agr;icultural Statistics, 1971, p. 362. 

2 
See Appendix VI. 



TABLE 4 - 4 . SHIPMENTS TO THE UNITED KINGDOM AND THE UNITED STATES AS A PERCENTAGE OF 
NEW ZEALAND BEEF AND VEAL EXPORTS, 19 53 - 1971, INCLUSIV]; 

Year Ending U:nited United U .K .. Percentage of' U .s. Percen:'l~a.ge of Total to all 
30 September Kingdom States Total Total Destinations 

(Thousand Tons) 

1953/54 49.2 0 .. 5 81 .. 3 o .. 8 60.5 
1954/55 68.4 0 .. 9 10 .. 1 0 .. 9 96 .. B 
1955/56 '70.,0 1.4 59.,4 1 .. 2 117 .. 9 
1956/57 55.8 19.7 46.,7 16.5 119.6 
1957/58 13.6 79.1 12.4 72.0 109.a 
1958/59 8.2 73.1 8.,7 77.,5, 94.,3 
1959/60 20.,3 57.,2 20 .. 4 57.,4 99 .. 6 
1960/61 10.4 69.,3 11 .. 0 73.0 94 .. 9 
1961/62 6 .. 9 95 .. 8 5.,8 80.8 118.5 
1962/63 1 .. 5 105 .. 0 1 .. 2 87 .. 0 120 .. 7 
1963/64 26 .. 4 71.,9 21 .. 4 58 .. ~~ 123 .. 6 
1964/65 29.1 44 .. 5 26.4 40.3 110.3 
1965/66 22 .. 6 62o2 21.0 57.H 107 .6 
1966/67 9.,5 76 .. 8 · 8.7 70.,3 109 .. 2 
1967/68 8 .. 7 89 .. 3 7., 1 72.,7 122.9 
1968/69 12 .. 9 65,.4 10 .. 8 54.,7 119 .. 6 
1969/70 14.8 90 .. 2 8 .. 5 51 ;7 174.5 
1970/71 14.1 114.4 7.3 59 .. 4 192.5 

Sources: New Zealand Meat Producers Boa;rd: The Annual Report ( va;rious issues); ~• a monthly 
publication (various issues). 

1--' 
0 

\J1 
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and Canadao 1 A warning of the problems New Zealand might encounter 

in this market was given by the experience of Australian efforts to 

sell 1,000 tons two years previously. The Chairman of the New Zealand 

Meat Producers Board, G.H. Grigg, addressing a meeting of the Dominion 

Meat and Wool Council of Federated Farmers, said Australia had 

made a 'horrible mess' of selling in North American markets, but the 

board did not intend to have the same thing happen to New Zealand 

meats 

The meat was hawked round, getting low prices, upsetting 
the American farmers and being handled in a completely 
wrong way. Now we've got to live this down.2 

Muoh the same sort of oritioism was to be directed against New 

Zealand in 1953. 

After an outbreak of foot and mouth disease in Canadian livestock, 

meat normally sold to the United States was not permitted entry. A 

trade switch between the Canadian, British and New Zealand governments 

were agreed to, on a temporary basis, so that Canadian meat surpluses 

could be sold to the United Kingdom while New Zealand was to supply 

Canada's share of the American market.3 

Some 22,000 tons of beef was sent to the United States between 

August and November 1952.4 Inexperience in marketing in the United 

States helped to stimulate objections from American cattlemen. The 

1rresa, 9 January 1952. 
2 Press, 13 November 1950. 
3Press, 12 May 1952J External Affairs Review, Vol. II, No. 7, 
July 1952, pp. 6 - 7 f A.J .H.R., 1953, Vol. IV, H - 44, p. 30. 

4 Press, 13 February 1953. 
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beef retailed at 39 cents a lb, about half the prioe of home 

produced beef in the United Statesa This together with a 

ooncentration of sales in just a few areasbrought numerous highly 

vooal protests. Perhaps one of the more amusing examples was in 

February 1953 when a thiok, low priced New Zea.land steak decked with 

parsley was carried on a platter before a Congressional committee by 

two angry Ohio cattlemen, representatives of the Corn Belt Livestock 

Feeders Aseooiation, who demanded that further imports should be 

stopped in order to protect the domestic industry against a decline 

in prices to which they argued, New Zealand beef was contributing. 1 

Although during 1952 New Zealand sent just over 26,000 tons 

of beef to the United States, 2 representing less than 0.5 per oent 

of total beef production, American cattle interests claimed that such 

imports were having 'a severely depressive effect on our domestic 

industry•.3 There were claims, even by the Secretary of Agriculture, 

Ezra Benson, that Amerioa.n packers attempting to market New Zealand 

beef were having difficulty disposing of it.4 Such oomment 

oonflioted with reports in Ohio of customers queuing for up to three 

hours ·to buy oheap New Zealand beef at half the average retail price 

of 79 cents per lb.5 

1Trevor R. Reese, Australia, New Zealand and the United Statesa A 
Surve of International Relations 1 ILondon, Oxford 
University Press, 19 9, pp. 229 - 30. 

2w .G. Hine, 'The United States Market for Beef' , The Beef Situation, 
No. 4. (Canberra, Bureau of Agricultural Eoonomios, 1958), p. 29. 

3Press, 14 February 1953. 
4Press, 12 February 1953. 
5Press, 10 February 1953. 
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The General Manager of the New Zealand Meat Board, J.J. Evans, 

admitted that at the time of the meat switch agreement they knew 

the beef they were sending to the United States was not out and 

prepared to the exacting standards the Americana insisted on. 

Although this had been pointed out to authorities New Zealand was 

told to go ahead and do the beat it could with what was availabla.l 

Despite American assurances, it was a pity New Zealand had not 

learnt from the Australian experience in 19500 It was unfortunate 

that New Zealand's first large-scale meat venture into the Amerioan 

market had been so poorly equipped to meet the market requirements 

of that country. 

By 1958 many of the initial problems of marketing beef and 

veal in the United States had been overcome. There were still 

problems of meat rejections by Amerioan authorities, such as those 

encountered in 1957 when a oonsignment of boneless beef was rejected 

on the grounds that the paokages were contaminated. The Director 

General of Agrioul ture, E.J. ·Fawcett, was sent to the United States 

to investigate the rejeotions and import regulations.2 However, as 

the Chairman of the Meat Board, J.D. Ormond, commented at the time, 

'the amount of Nev Zealand meat rejected by the United States was· 

small but it served as a warning of the perfection required'.3 

l 
Press, 13 February 1953. 

2 Press, 27 July 1957f N.Z. Parliamentary Debates, Vol. 312, 
pp. 1476 - 7, 7 August 1957. 

3 
Presa, 28 August 1957. 
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Between the trade switch agreement with Canada and 1957, 

only small quantities of New Zealand beet were exported to the 

United Stateso 1957, however, was to be a turning point. United 

States beef production in that year fell by 2 per oent as a 

consequence of reduced cattle numbers through drought and depressed 

prices in the previous year. 1 This, together with an even greater 

decline in domestic production of lower grade manufacturing or 

ground beef used in processed meat products, led to a rise in prices 

and generated a ~harp increase in imports.2 

Prices for bdneless beef in the United States.in earl,: 1958 

were about 35 per cent higher than those prevailing in the 

United Kingdom. The lucrative nature of the trade can be illustrated 

by the prices realised for cull cows in New Zealand. Previously they 

had been bringing between $16 and $20 per head, but in early 1958 

were selling for $40 to 156. Towards the end of 1957 boner cow beef 

waa quoted in schedules of prioes offered by New Zealand meat 

companies at 75 oents per 100 lb above chilled ox beef. Normally 

boner cow prioes were considerably less than those quoted for chilled 

ox beef. 3 

Unlike the great majority of beef shipped to the United States 

1Hine, op.cit., P• 28. 
2The official u.s. grades for slaughter oattle and for beef ares 

prime, ohoioe, good, standard, commercial, utility, cutter and 
oanner. Beef graded •good' or better,. being well marbled with a 
layer of fat, is generally utilised as table peef, while the 
leaner beef of utility, cutter and canner grades is used for 
manufacturing purposes.• Standard and commercial beef may be used 
either as table or manufacturing beef. 

3Hin~, op.cit., ·p. 30. 
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in 1952, only a small percentage exported in 1957 to the American 

market was bone-in meat. Great changes in meat preparation as well 

as in market outlets had ta.ken plaoe in just over 3 years, sinoe 

the termination of the bulk-purchase agreements. During the 

1957 - 58 season the United States imported nearly 21 per cent of 

New Zealand's total meat exports, all but a fraction of it eonsiating 

of boneless beef for manufacturing. In fact, in 1957 New Zealand 

supplied over 52 per oent of American boneless beef imports (Table 4 - 5). 

~lthough opposition to increasing beef imports was voiced by 

oertain sectors of the cattle industry, especially a number of 

Western cattlemen's organisations, it was not until Australia entered 

the market on a large scale in 1959 that such appeals had any real 

impact. Until 1959 Australia had been unable to talce full 

advantage of the inoreased demand for boneless beef in the United 

States because of restrictions imposed on shipments to other markets 

by\~ Fifteen-Year Meat Agreement with the United Kingdom. However, 

with the lifting of the restrictions on lower quality beef in October 

1958, 1 Australia became the leading supplier of beef and veal in the 

United States with exports of 99,900 tons in 1959 compared with only 

7,400 tons in the previous year.2 

Claims such as those made by the Washington State Cattlemen's 

1 
On l October 1961 all restrictions on the destinations of 
Australian exports of meat to oountries other than the United 
Kingdom were lifted. 

2J.L. Sault, 'Recent Developments in the Market for Beef in the 
U.S.A.', Quarterl~ Review of Agricultural Economics, Vol. XVIII, 
No. 1, January 19 5, P• 36. . · 



TABLE 4 - 5 UNITED 3rATES IMPORI'S OF :BONELESS :BEEF, FRESH, CHILLS> OR FROZPli, 
1952 - 1964, INCLUSIV!.'8-

( Thousand Tons) 

1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 

.Australia - - o.6 1.0 1.3 2.4 1.2 98.6 63.5 102. 7 

W ev Zealand 3.7 0.2 0.4 1.1 1.8 20.5 67.9 60.5 51.6 62.1 

Ireland 3.0 2.1 1.4 0.1 1.6 2.8 10.6 18.3 19.5 26.7 

Canada 0.3 0.5 1.4 2.2 4.1 1.1 9.5 5.4 5.8 7.4 

Mexico 1.0 6.1 - 3.9 2.4 5.7 30.3 11.2 16.5 22.1 

Other Countries 0.1 - 0.2 1. 1 2.1 9.5 14.5 14.4 - -
14.1 8.9 3.8 8.9 11.3 39.6 127 .6 209.5 111.4 235.5 

Source: U.S. Department of' Commerce statistics. 

81,roduct weight basis. 

1962 1963 

196.5 227.3 

84.6 95.5 

31.5 32.3 

5.4 4.6 

24.7 29.9 

22.9 30.0 

365.6 419 .. 6 

1964 

165.9 

70.1 

8.8 

6.8 

20.2 

21.8 

299.6 

..... 
I-' 
I-' 
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Assooiation that imports of beef from Australia, New Zealand and 

other countries were depressing American cattle prices became more 

frequent. 1 The President of the American National Cattlemen's 

Association in his address to the association's annual convention 

in 1960 stated unequivocally the position of his organisation in its 

stand against imported beefs 

.Your secretary and your legislative committee have always 
been in contact with the Tariff Commission and members of 
Congress. You will realise the world trade attitude with 
which we have to contend, but we must not hestitate to 
work for future proteotion.2 

In 1960 there was a temporary downturn in imports of boneless 

beef due to a lowering of beef prices arising from larger supplies 

from domestic producers. However, prices soon recovered and 

United States imports of boneless beef reached record levels in 1962. 

In 1963 imports were 145 per cent higher than those in 1960. All the 

major beef exporting countries, except those in South Amerioa,3 

increased their sales of boneless beef to the lucrative American 

market. 

American Cattle Industry Pressure, 1962 - 1964 

In late 1962 saleyard prioes for higher grades of slaughter 

cattle began to decline after being at their highest level since 

1 Press, 21 January 1960. 
2Press, 30 January 1960. 

! 

3Fresh, chilled or froz~n beef and veal from South American countries 
are prohibited imports in the United States because of the presence 
of foot and mouth disease in South America. Since 1959 the 
United States has required imports of pickled and cured beef from 
countries where foot and mouth disease is present to comply with 
rigid specifications and this has resulted in a substantial 
decline in imports of this type of beef. 
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1952. Between November 1962 and May 1964 prices for choice grade 

slaughter steers at Chicago declined by over 30 per oent. Cutter 

and canner grade cattle, which _make up the great majority of boneless 

beef imports, showed no marked downward prioe trend.l However, as 

the Tariff Commission whioh investigated the effect of beef imports 

on the American cattle industry, summed up the situations 

In many quarters the view prevailed that the sharp rise 
in imports was largely - some thought wholly - responsible 
for the depressed prices and cattlemen turned to the 
government for assistance. A number of bills proposing to 
restrict imports of cattle and beef were introduced in 
Congress, representations were made to the White House, 
the Department of Agriculture, the Tariff Commission, and 
virtually every other agency of the government whioh could 
conceivably act to alleviate the distress of the cattlemen.2 

The coinciding of a sharp decline in oattle prices with record 

increases in the level of boneless beef imports armed American 

cattlemen with figures to pressure the Administration for control 

of imports. The main pressure oame from the two most powerful 

organisations representing the cattle industry3 the Amerioan 

National Cattlemen's Association and the National Livestock Feeders 

Assooj,ation. 

'l'he Cattlemen's Association is an affiliation of 40 state and 

100 regional,. local and breed organisations of cattle producers and 

feeders with a membership of approximately 270,000. 

1 Sault, op.cit., p. )8. 

Its area of 
I 

I 

2u.s. Tariff Commission, Beef and Beef Products. Report on 
Investigation No. 332 - 44 Under Section 332 of the Ta.rift Act of 
1930, pursuant to a resolution of the Committee on Finance of the 
United States Senate, Adopted November 20, 1963, T.C. Publication 
128 (Washington, D.C., June 1964), p. 1. Hereafter referred 
to as U.S.T.C. Publication 128. 



regional strength is in the states on both sides of the Rook:y 

Mountains, in the Midwest and South.I The National Livestock 

Feeders Association is muoh smaller. Its 5,000 members are 

engaged in 'finishing• livestock for the meat market.2 
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These two organisations, even before the drastio decline in 

domestic cattle prices, were behind efforts in Congress to require 

the President to place •voluntary' quotas on exports of meat to the 

United States. Suoh efforts arose during consideration of a bill 

extending the President's power under seotion 204 o:f·the Agrioultural 

Act of 1956 to regulate imports of ~ioultural products and textiles. 

The bill, in effect, was designed to establish quota controls on 

Amerioa.n imports of cotton textiles. During its consideration by the 

' House of Representatives, a Republican congressman from Iowa, 

H.R. Gross, offered an amendment providing that enforcement of the 

cotton textile agreements be suspended until· similar agreements 

were negotiated on imports of beef, pork, lamb and dairy products. 

Similar amendments were submitted in the Senate but they, like the 

House-proposal, were defeated.3 

A number of American cattlemen visited Australia and New Zealand 

during 1963 to learn at first hand the conditions of production 

and th_e probable intenai ty • of an.y° future oompeti tion. The President 

1Testimony of c.w. McMillan, Executive Vioe-Preside~t of the Amerioa..n 
National Cattlemen's Association, Berl, Public Hearings, op.oit., 
p. 1055J Congress and Nation, I, p. 6 o. 

2congress and Nationi I, p. 680. · 
3 . 

C.Q. Almanac, 1962, p. 346. 

... 
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of the American National Cattlemen's Association, c.s. Radebaugh, 

while in Auckland, before leading a delegation of ranchers to a 

conference in Brisbane with Australian and New Zealand Meat Board 

officials, saids 

We feel we oan work with you or we wouldn't be here. We 
don't want a quota system, but we don't want to out each 
others throats. We feel that a great deal can be done on 
a producer-to-producer basis without governments coming 
in to upset things. 1 

The Brisbane conference was the second produoer=to=produoer 

meeting between American cattle interests and the Australian and 

New Zealand Meat Boards. The first had been held in Denver, 

Colorado, in October 1962, but it, like the Brisbane oonferenoe, 

produced no concrete agreement between the parties. 

Even before the Brisbane conference President Kennedy's 

Special Representative for Trade Negotiations, Christian Herter, 

had been asked by the National Livestock Feeders Association to 

initiate talks with New Zealand and Australia to establish 

voluntary quotas on meat exports.2 Presumably the American 

delegation at Brisbane had echoed the ,ame thoughts. 

Pressure mounted in Washington for·restriotions on meat imports, 

despite the Administration making it a~undantly clear that such 

moves would be contrary to its wishes. However, spokesmen for the 

beef industry, whose receipts for cattle and calf sales accounted 

1 Press, 5 September 1963. 
2 C.Q. Almanac, 1964, P• 134. 



for 22 per oent of total farm receipts, 1 oould naturally expect a 

sympathetic hearing especially when many Congressmen from cattle 

producing states held senior positions in Congress. 
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Sen. Hruska,~ Republican from Nebraska, on 24 September 

introduced a bill to direct the President to undertake negotiations 

with Australia and New Zealand to establish voluntary quotas on 

meat exports. On 20 November the Senate Finance Committee adopted 

a resolution directing the Tariff Commission to investigate the meat 

import situation. 

The U.S.D.A., however, countered cattlemen's olaims with a 

denial that imports had a major effect on cattle prices. In its 

view 85 per cent of the decline in the price of choice beef was due 

to a 7 per cent increase in fed beef produoticn·during 1962 and 

1963. Such an increase was well above the calculated 3.7 per cent 

annual increase in beef consumption. Cattlemen took issue with the 

U .s.D.A •. ' s findings, contending that imports increased the supply 

of low cost meats and thus eut into fed beef sales.2 

Jt was evident by the end of 1963 that some restraint was 

going to be imposed on meat imports. The State Department, in an 

effort to appease oattlemen and head off protectionist legislation, 

asked New Zealand and Australia to agree to a moderate reduction in 

beef and veal exports to the United States. The Prime Minister, 

K.J. Holyoake, commenting on the proposed discussions saids 

1u.s.D.A., Livestock and Meat Situation, July 1964, p. 26. 
2 

C.Q. Almanac, 1964, p. 134. 



I am deeply disturbed that suoh a suggestion should be 
under consideration••• It is particularly surprising in 
view of the pending Tariff Commission hearing••• and at 
a time when the United States Government with strong 
New Zealand support is pressing for improved aooess for 
agricultural exports in the context of the forthcoming 
Kennedy round trade negotiation in the GATT. 1 

Disoussiona, obviously reluctantly agreed to by New Zealand, 

took place in Washington. The Secretary of Agriculture, on 

17 February announced that agreements had been signed with the 

governments of New Zealand and Australia limiting imports of meat 

from these countries to the average shipped during 1962 - 63. 2 

After 1964 imports oould grow to a maximum yearly rate of 3.7 per 

oent, the expected growth in United States meat consumption. 
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The agreements covered beef and veal in all forms other than 

canned, cured and cooked meats, a.nd live animals. Mutton was also 

included in the agreement with Australia.3 Similar agreements were 

later announced with Ireland and Mexioo. The exporting countries also 

agreed to limit their exports of better.quality primal outs of beef 

and veal, to the respective percentages .of their total beef exports 

to the United States at the time of the agreement~. The 

Administration, it seems, felt that it was only this higher quality 

meat which competed with the depressed American better grade product. 

New Zealand's ambassador in Washington, G. Laking, said that 

1External Affairs Review, Vol. XIV, No. 1, Janu~ry 1964, p. 18. 
2 See Appendix VII for full text of the agreement. 
3Australia is the only substantial exporter of mutton to the 
United States. Mutton was included in the agreement because it 
was partly interchangeable with manufacturing beef. 
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his Government was limiting 'its exports upon an understanding that 

access for beef and veal 'is not limited by an increase in the duties 

on these produots•. 1 The Prime Minister commenting on the agreement 

said, 'This agreement gives us a most satisfactory assurance of 

market access to the United States for beef and veal'. His comments 

may have given the impression that New Zealand had not reluctantly 

accepted the Agreement and that New Zealand now had an assurance 

that it would share in the future growth of the American meat 

market. However, later in the year when it became obvious that 

Congress would pass legislation imposing more stringent restrictions, 

he admitted: 

The agreement [i 7 February agreement] was signed somewhat 
reluctantly because ••• the New Zealand Government had regard 
to the difficulties facing the United States administration.2 

The announcement of the voluntary restraint agree~ents was 

'met with an outcry of protest from Western Congressmen, Senators 

and Governors, as well as from cattle interests•.3 They objected to 

1962 - 63 being the base periodJ years o.f the greatest· imports. 

The ~ational Liv.estook Feeders Assooiation described the agreements 

as a ' surrender' by the United States and pledged itself to fight 

for drastio outs in importa.4 Four Republican Congressmen from 

Colorado claimed in a joint statement that the Administration had 

carved out a section of the American market and made it permanently 

1Press, 19 February 1964. 
2Press, 19 August 1964. 
3 C.Q. Almanac, 1964, p. 134. 
4Press, 20 February 1964. 
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available to Australian and New Zealand produoers at the expense of 

the American meat produoing industry and that it had done all of 

this without the advice of or approval of Congress. 1 

Senate Majority Leader, Mike Mansfield, himself from the cattle 

producing state of Montana, described the agreement ass 

This is a small step ••• a very small one ••• in the right 
direction, but it is not enough ••• It would have been far 
more realistio if the average imports had been computed over 
the past five years, instead of the last two years. 2 

Numerous bills were introduced in both Houses of Congress within 

a few days of .the meat agreements. Senators with normally suoh 

diverse viewpoints as the Demooratio majority leader, Sen. Mike 

Mansfield, a strong Kennedy-Johnson Administration man, and 

Sen. Bourke Hiokenlooper, a conservative Republican from Iowa, 

co-sponsored a bill to roll back beef imports to the 1959 - 63 

average rather than the 1962 - 63 level provided in the agreement. 

The first consideration by Congress of legislation on import 

quotas following the February Agreement came during a debate on an 

Administration sponsored Cotton-Wheat bill in the Senate. An import 

cont~ol amendment sponsored by R.L. Hruska, a Republican from Nebraska, 

and 21 other Senators, proposed to impose quotas on imports of fresh, 

chilled or frozen beef, veal, mutton and lamb at a level equal to 

the average imports of these commodities from 1958 - 1962. In effect 

such legislation would reduce boneless beef imports by 170,000 tons 

or 41 per cent below the February Agreement. For New Zealand it would 

1 
Press, 21 February 1964. 

2 C.Q. Almanac, 1964, P• 134. 



have resulted in a out of some 39 per oent (Table 4 - 5 figures). 

Hruska termed the voluntary agreements •not acceptable or of any 

effective meaning in the distressed situation oon:fronting1 the 

livestook. industry.1 
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Just prior to the Hruska amendment the Senate Demooratic leade~, 

Mike Mansfield, announced that the Senate Fina.noe Committee would 

shortly begin hearings on legislation he sponsored,to establish 

meat import quotas, and urged Senators to vote against the Hruska 

amendment. He, along with Sen. George McGovern, warned that 

President Johnson might be foroed to veto the Cotton-Wheat bill if 

the Hruska amendment was adopted. McGovern claimed that the amendment 

represented an invasion of President Johnson's trade-negotiating 

powers and that it would damage the United States position at the 

forthcoming 'Kennedy Hound' GATT tariff negotiations and might 

endanger American farm exports. 2 The Congressional Quarterly Almanac 

commenting on the Hruska amendment statesa 

Lobbying••• was intense. Peter H. Dominick [Republican, 
Colorado] ••• said that "many of those in the White House and 
the State Department have been telephoning Senators" to 

·defeat the amendment. Reports indicated active lobbying by 
cattle interests in favor of the amendment and by meat packing 
interests opposing.it. 3 

Obviously the Administration had lobbied intensely against the 

amendm~nt and yet it had only been defeated by two votes. It was 

clear at this stage that some form of import restrictive legislation 

was inevitable. Many Senators, suoh as McGovern and Mansfield, were 

1Ibid. 
2;;::s, 7 March 1964J C.Q. Almanac, 1964, P• 134. 
3 . 
c.Q. Almanac, 1964, P• 135. 
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in favour of import quotas being imposed but not as severe as thos 

proposed in the Hruska amendment • 

. Senate Finance Committee hearings were held between 11 and 31 

Ma.roh and on 17 June. Among proposals before the Committee was 

a bill sponsored by Mansfield and 19 other Senators which intended 

to limit annual imports of beef, veal and mutton from any country to 

an average amount imported during 1959 = 63, and for 1965 and 

thereafter to permit quotas to increase at the rate of growth of 

demand for suoh produots in the United States. In the case of beef 

it had been estimated at 3.7 per oent per year. 1 

The Hruska amendment was also included in proposals before the 

Committee. Both Hruska•s and Mansfield's proposals were introduced 

as amendments to a minor House of Representatives bill under 

oonsideration by the Senate Finance Committee. 

During the hearings Mansfield claimed that the voluntary 

agreements, basing quotas on the 1962 - 63 level, guarantee the 

importers a future market at levels higher than at anytime in 

hist~ry. He said that the years 1959 - 63 reflected 'current trends 

in imports without giving special consideration to the highest 

years on reoord•. 2 

McGovern, in this testimony, claimed that the proposal before 

the Committee was 'moderate•. However, he said he shared the 

Administration's ooncern with the possible effect of the legislation 

on the Kennedy Round negotiations, but the effect might in reality 

1 . 
Hruska amendment proposed to permit imports to increase at the 
· rate of population growth, which was about 1.5 per oent a year. 

2 . . . 
C.Q. Almanac, 1964, p. 135. 
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be 'more sobering than disruptive' because it would 'underline the 

importance of developing sound world trade patterns, whioh would 

be stable because they are adjusted to real needs•. 1 

Allegations, suoh as those of the Governors of Wyoming and 

Colorado, illustrate some of the exorbitant arguments made against 

imported meats during the hearing. The Wyoming Governor claimed 

that Wyoming towns were 'absolutely dependent on the economic 

welfare of the surrounding agrioultural lands••• the impact of meat 

imports has struck a crippling blow to the livestook industry•. 

The Colorado Governor contended that the state's livestock industry 

had lost #50 million because of excessive meat imports in 1963, 

resulting in a loss of over $200 million to the state's economy. 2 

Similar oiaims were echoed by cattlemen representatives and woolgrowers 

associations. 

While the Senate Committee considered drafting a meat import 

quota bill, the Administration sought to mollify those seeking 

protection by implementing a programme, which in effect, would keep 

beef prices up. President Johnson, in a speech on 12 May, said the 

u.s.D.A. was preparing 1 a detailed, multiple-point program for 

effective action' in propping beef prioes.3 In June the Secretary 

of Agriculture listed steps taken by the Administration to aid the 

oattle industry. These inoludeds stepped-up purchases of beef for 

distribution to schools, institutions and needy personsJ 'vigorous 

1Ibid. 
2Ibid. 
31bid., p. 136. 
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promotional efforts• in co-operation with the industry to boost 

domestic beef .sales; creation of a National Advisory Committee on 

Cattle; negotiations with exporting countries to reduce imports into 

the United States below levels specified in the voluntary agreements; 1 

and development of export markets. He further stated that 

'overproduction' was the major cause of low beef prices ands 

••• it would be a serious mistake to legislate quotas which, 
while serving no immediate purpose, would weaken the position 
of our Government in attempting to expand markets for all 
of American agriculture in the current GATT negotiations. 2 

In the meantime the Tariff Commission beef import inquiry, 

ordered by the Senate Finance Committee in November 1963, held public 

hearings in April and May at which interested parties were given the 

opportunity to produce evidence and be heard. New Zealand was 

represented at the hearings by Meat Board officials. Two American 

economists, Mrs D. Nichols and Dr H. Breimyer, both of whom had 

served with the u.s.D.A., made submissions on behalf of the Meat Board. 

Much the same charges presented in testimony before the Senate 

Finance Committee were U:sed by oat.tlemen representatives before the 

Tariff Commission. New Zealand's representatives argued that there• 

was a deficiency in processing beef in the United States beoause 

'your beef producing industry is abandoning the sausage maker for 

rioher markets•. 3 They said that a reduction of beef imports by the 

aotion of the United States government would not solve a situation 

1 This was made possible by heavy European demand for Australian and 
New Zealand b~ef at comparable prices with those in the United States. 

2 
C.Q. Almanac, 1964, p. 136. 

3sir John Andrew, a member of the Meat Board, testimony, Press, 
8 May 1964. 
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arising from domestic over-production of feedlot cattle and 

presented evidence of meat imports helping to maintain production 

and employment in the beef manufacturing industry, whioh otherwise 

would have been faced with a severe shortage of manufacturing beef. 

Mrs Nichols submitted evidenoe of a government survey of oonsumer 

expenditure which showed that lower income families ate less expensive 

outs of beef, more ~ausage and stewing beef than higher income 

families, and that a large proportion of their expenditure for 

beef was on hamburgers. Sinoe imported beef and veal consisted 

largely of meat suitable for these products they partioularly 

benefited the low income groups. A reduction of manufacturing beef 

imports would have no alternative source for cheaper beef for 

manufacturing. I 

The Tariff Commission published its report at the end of June. 2 

It was largely a factual survey outlining the various factors affecting 

United States oonsumption, prices and supplies of beef and made no 

recommendations regarding possible action to restrict foreign 

supplies, which was rather surprising. The report did, however, 

provide a factual basis upon which the Administration or Congress 

could determine what action, if any, was required to protect the 

American beef industry. 

The Chairman of the New Zealand Meat Producers Board, 

J.D. Ormond, on his arrival back in New Zealand after giving evidence 

1Doris Nichols, Beefs Supply and Demand in the United States. A 
factual study submitted to the United States Tariff Commission 
on behalf of the New Zealand Meat Producers Board. 

2u.s.T.C. Publication 128, op.cit. 
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to the Tariff Commission was asked by reporters what publioity the 

hearing had received. He said there was very little publicity 

given to it in Washington newspapers but in the cattle producing 

states they were full of it. 1 

Final Action Leading to Meat Import Control Act 

The Senate Finance Committee on 2 July reported the bill 

containing the amendment setting quotas on imports of beef, veal, 

mutton, lamb and goat meat to the floor of the Senate. On 28 July, 

by a roll-call vote of 72 - 15, the Senate passed the bill and 

returned it to the House with the meat import quota amendment attached. 

Sen. Simpson of Wyoming called the Administration's actions to 

aid beef producers a 'smokescreen• and an attempt to 'divert 

attention from the import problem which is causing us so much damage•. 

He said he was: 

••• convinced that this Democratic Administration has 
done everything in its power to kill this legislation and 
I am convinced it will make every effort to get one of the 
committees in the House••• to sit on this bill. 2 

The bill, as passed by the Senate, imposed specified quarterly 

quo~as on imports of fresh, chilled and froze~ beef, veal, mutton, 

lamb and goat meat, sausages and prepared and preserved beef and 

veal beginning 1 January 1965. It also stipulated that no United 

States trade agreement could be inconsistent with the bill's 

provisions. 

The New York Times, commenting on the Senate vote, said: 

l Press, 11 May 1964. 
2 
C.Q. Almanac, 1964, p. 137. 



The Senate's demand for stiff new quotas on imports of 
meat is a olear domonstr~tion of the power of a political 
pressure group in an election year. In taking this step 
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the Senate has let short-term political consideration prevail 
over economics. Imports have not bean a major factor in the 
slide of meat prices. Foreign meat is low grade and oheap, 
offering little competition for high-quality domestic 
production. Traditionally, they [).merioan cattlemen organisationaj 
have been aloof from the farm lobby and scornful of agricultural 
subsidies. Yet as soon as their high profits begin shrinking 
they resorted to every kind of pressure taotio to seek 
relief. Import quotas are nothing more than a disguised form 
of subsidy that would create more problems than they solve. 1 

Another New York newspaper, the New York World-Telegram a.~d 

~, in an editorial on 30 July, said rather hopefully, 

One must assume ••• that the Senate vote was merely an 
election-year gesture to help beef-state senators - including 
that hitherto great exponent of increased trade, Senator 
[Hubert] Humphrey of Minnesota - in good with the cattlemen 
baok home, and that, as is now predicted, the quota bill will 
be given a quiet burial in the House as Congress rushes for 
adjournmento 2 

The prediction .of the New York paper was not to pass. After 

considerable manoeuvring within the House the bill went to a 

conference of representatives of both houses of Congress. Because 

the original Senate bill had been so strongly opposed by the 

Administration, Congressional members worked with Secretary of 

Agriculture Freeman and the Under-Secretary of State, George Ball, 

together with cattle interests to develop a bill acceptable to the 

White House and to the cattlemen. In the compromise version of the 

bill, reported on 17 August, the Senate provisions were considerably 

watered down. The Senate bill imposed mandatory quotas at the 

1959 - 63 average, to take affeat on 1 January 1965, the oonferenoe 

1 
Quoted in Press, 31 July 1964. 

2 
Quoted in Preas, 1 August 1964. 
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version inoluded a trigger mechanism imposing quotas only if imports 

exceeded the 1959 - 63 average by 10 per oent, with adjustments for 

market developments in the United States. The conference version 

excluded quotas for lamb, sausages, prepared and preserved beef 

and veal. The Senate bill had provided for suspension of quotas only 

in time of national emergency or disaster declared by the President 

while the oonferenoe version permitted suspension if the President 

thought it necessary f'or ov:.erriding national, economic or seouri ty 

interests, including balance of payments and trade considerations. 

The oonfereno·e report on the bill, after overwhelming approval by 

both houses of Congress,1 was given Presidential approval on 

22 August 1964. 2 Thus, despite the desperate efforts of the 

Administration to stem cattle industry protectionist pressure, they 

had failed. Admittedly the Administration had been able to weaken 

the more stringent provisions of the Senate bill but this was more 

than they had bargained for. 

Continuing 'Battle of the Hamburger' 

The provisions of the relatively complicated 1964 legislation 

can be summarised as followst 

1 

1. Average United States production for the years 1959 to 
1963 .were oaloulated1 15,700 million lb (7,008,900 tons). 

2. Average imports for·the same .period were taken. They were 
722 million lb (322,300 tons). The Act, however, specifies 
a minimum base of 725.4 million lb (323,800 tons). 

House of Representatives pass the bill by 232 - 149 and the 
Senate by voice vote. 

2 
Public Law 88 - 482. 



TABLE 4 - 6 illITTED STATES IMPORrS OF MEAT: FROM INDIVIDUAL COUNTRIES, SUBJECT TO TEE MEAT 
IMPORT LAW, 19?5 - 1971, INCLUSIVE 

(Product Weight Basis) 

1965 1966 1967 1968 1969 1970 1971 

-
G 000 % I 000 % '000 % '000 % 1 000 % '000 % •ooo 
Tons Tons Tons Tons Tons Tons Tons 

-
% 

Australia 149 .. 0 54e4 205 .. 4 55.,9 2·13.,3 53.4 225 .. 6 50 .. 5 242.,3 50 .. 1 252.,5 48.,3 236.6 46.8 
New Zealand 46,.5 11 .. 0 64 .. 8 17.,6 76 .. 4 19 .. 1 9,0.,8 20 .. 3 100 .. 0 20.,7 108 .. 0 20.,7 107 .. 6 21 .. 3 

Ireland 3.,5 1 .. 3 17., 1 4 .. 7 35 .. 8 9 .. 0 25 .. 3 5.,7 29.,5 6 .. 1 30 .. a 5.,9 28.,5 5 .. 6 
Canada 31 .. 2 11 .. 4 24 .. 7 6.,7 1L,4 2 .. 8 20 .. 2 4.,5 19 .. 3 4.,0 34.,7 6 .. 6 34.,7 6.,9 
Mexico 20.6 7,.5 25 .. 5 6.,9 21 .. 3 5 .. 3 29 .. 3 6 .. 6 29.,7 6 .. 1 35 .. 1 6 .. 1 35.,3 7.,0 

Central America.b 21.,7 7.,8 21 .. a 7 .. 6 37 .. 9 9 .. 5 47.,5 10 .. 6 53 .. 4 11 .. 0 53 .. 2 10 .. 2 57 .. 0 11 .. 3 

Other Countries 1 .. 6 0.,6 2 .. 3 o.6 3.,4 0.,9 8.,.2 1.,8 9 .. 8 2 .. 0 8.3 1.,6 6 .. 0 1 .. 1 

-
274 .. 1 100 .. 0 367.,6 100 .. 0 3'.j9c5 100.,0 446 .. 9 100 .. 0 484 .. 0 100 .. 0 522 .. 6 100.,0 505.,7 100 .. 0 

Source: U.S. Department of Commerce Statistics. 

a.Chilled, fresh and frozen beef, veal, mutton and goat meat .. 

bincludes Nicaragua, Guatemala, Honduras, Costa Rica .. 

Note: U.S. import figures include imports through third countries and direct imports. New Zealand 
Meat Producier :Board arrival figures exclude meat refused entry,. 

I-' 

~ 
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3. Then, in any year, United States production for that year 
and the two preceding years is estimated and compared with 
the base period. In 1965 9 for example, the years 1963 - 65 
were taken for United States production. The figure was 
18,400 million lb (8,214,300 tons) or 17 per oent above 
the 1959 - 63 average. 

4. This percentage was applied to the average imports for 
1963 = 65 (actually to 725.4 million lb) and resulted in 
848.7 million lb (378,900 tons). 

5. This figure was increased by 10 per cent whioh made it 
933.6 million lb (416,800 tons). 

6. The Secretary of Agriculture made his estimates of likely 
imports, based on information from supplying countries or 
U.S.D.A. estimates, and as it was below 933.6 million lb 
no quotas were applied. 

7. Had the estimated imports exceeded 933.6 million lb the 
quota would have been based on the 848.7 million lb; that 
is, the 10 per cent tolerance would have been deducted. 

8. The Presi'dent may suspend any proclamation for quotas if he 
considers it is in the overriding interest of the United 
States so to do or if the quantity of meat available will 
be inadequate to meet demand at resonable prices. 

Since 1964 the A~ninistration has been anxious to avoid situations 

in which restrictions would have to be imposed. Prior to 1968 imports 

of meat covered by the quota legislation, as indicated in Table 4 - 7, 

were well below the trigger levela More attractive prices in the 

United Kingdom and Western Europe diverted large quantities of meat 

away from the American market. However, in the final quarter of 

1968 global imports were running at such a level that it appeared 

likely that ,,;ere some corrective action not taken, the trigger point 

would have been exceeded. The four main suppliers, Australia, 

New Zealand, Ireland and Mexico, after consultations with the 

Administration, reluctantly agreed to voluntarily restrain their 

shipments to within the trigger level for the remainder of the year. 

The voluntary restraint arrangement has continued since that date. 

There was considerable disagreement as to whether individual 

suppliers were receiving fair allocations in relation to past 
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TABLE 4 = 7 GLOBAL AND NEW ZEALAND RESTRAINT LEVEL OF IMPORTS SUBJECT 
TO THE MEAT IMPORT LAW 

NEW ZEALAND GLOBAL POSITION 

Restraint Actual QUota. Restraint Aotuala 
Level Position Level 

Year 

'000 % •ooo % Baae Trigger •ooo % '000 % 
Tons Tons Quota Figure Tons Tons 

'000 9 000 
Tona Tons 

1965 - - I 46 .. 5 I 11 .. 0 I 378.,9 1416 .. 8 - - 274a 1 100.0 

1966 - - 64.,8 17 .. 6 397,,3 437.,0 - - 367.6 100.0 

1967 - - 76,.4 19 .. 1 403,.8 444e2 - - 399.,5 100.0 

1968 90.2 20o4 90 .. 8 20.,3 424.,6 466.,6 442,.0 100.0 446,.8 100.,0 

1969 Initial Initial 
94.2 20 .. 4 461.,9 100e0 

Revised Revised 
97,, 1 20 .. 8 100,,0 20.,7 44;.1 485.,2 466.7 100 .. 0 484.0 100.0 

1970 Initial Initial 
98.,3 20 .. 7 473,.9 100 .. 0 

Revised Revised 
102.,4 20 .. 1 108,,0 20 .. 7 445.,9 490 .. 5 508.9 100.0 
102 .. 4 19 .. 8 517 .. 9 100.0 522 .. 5 100.0 

1971 Ini tia.1 
104.5 20 .. 2 

Revisedb 22 .. 0 107 .. 6 21 .. 3 457 .. 6 503,,3 517.,9 100.0 505.7 100.0 
I 

1972 112 .. 0 20 .. 2 553.6 

Source: U.S. Department of Commerce Statistics. 

¾.s. import figures include imports through third countries and direct imports 
(including meats subsequently refused entry). 

bln 1971 an ad.di tional 9.300 tons was allocated to New Zealand as a result of a 
shortfall in Australian suppliese There was no increase in the global quota 
figures. 
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performance. Both Australia and New Zealand had in the previous 

three years diverted large quantities of beef away from the United 

States to temporarily more profitable markets. The amount that 

New Zealand is able to supply under the restraint procedures is less 

than would have been received under the original voluntary restraint 

agreement of February 1964 but rather more than would apply had 

the Meat Import Act been fully enforced. 

The voluntary restraint agreements have been reviewed each year 

since 1968 and New Zealand, along with other suppliers, has 

naturally pressed ·its claim for a larger allocation. On 30 June 1970 

President Nixon, using the discretionary powers vested in him by the 

1964 legislation, took the unprecedented step of invoking quotas 

and then suspending them to allow overall imports through the 

voluntary restraint programme to exceed the levels permitted by the 

Aot. 1 In 1971 and 1972 the same device has been used to allow 

imports to exceed the trigger level imposed by the 1964 legislation. 

Eleven of the thirteen supplying countries have bilateral 

agreements with the United States; each agreeing to restrict their 

imports of quota meat to a negotiated quantity. 2 In the 30 June 

Presidential proclamation the Secretary of Agriculture was delegated 

1Presidential Proclamation 3993. 
2Besides Australia, New Zealand, Ireland and Mexico, the United States 
has voluntary restraint agreements with Nicaragua, Guatemala, Costa 
Rica, Honduras, Dominican Republio, fanama and Hai ti. Of the 1971 
global quota the following levels we~e apportioned to supplierss 

I 

Australia 250,100 tons, New Zealand l04,500 tons, Guatemala 12 9 000 tons, 
Costa Rica 16,600 tons, Honduras 7,obo tons, Dominican. Republic 
5,200 tons, Panama 2,500 tons, and Haiti 1 9 100 tons. The U.S.D.A. 
estimated that imports from Canada and Northern Ireland would 
amount to 35,700 tons and 2,200 tons respectively. 
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authority to issue regulations limiting imports of meat under 

Section 204 of the Agricultural Act of 1956, whioh is the basis of 

the volu.~tary restraint arrangements. This enables the Secretary 

of Agriculture, with the concurrence of the Secretary of State and 

the Special Trade Representative, to issue regulations if neoeeaary 

to limit imports from any country which reaches its voluntary 

restraint level. Canada, whose livestock and meat industries are 

closely related to those of the United States, and the United Kingdom 

(Northern Ireland) are the only two suppliers exempt from such 

arrangements. 

The activities of a number of Canadian merchants in late 1969 

and 1970 in transhipping Australian, New Zealand and Irish meat into 

the Uni tad States, under the disguise of being part of the Canadian 

allocation, threatened to disrupt the voluntary restraint arrangements. 

Canadian importers, taking advantage of the higher prices available 

over the border sent about 3,000 tons of beef imported from New 

Zealand into the United States in 1969. 1 This meant that some 

3,000 tons more meat than the Administration had agreed to was imported. 

Io negotiating the level of the 1970 quotas New Zealand was concerned 

to ensure that Canadian transbiprnents were not debited against the 

quotas of the country of origin. The Nixon Administration, however, 

was determined to stop this practice a..~d debited the excess 

shipments of 1969 against the country of origin. Canadian 

transhipments were continued in 1970 and a group of 17 Republican 

Senators in March of that year appealed to the White House to 

1 
PressL 10 January 19700 
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prohibit the sale of re-exported meat. 1 

In his 30 June proclamation President Nixon also aoted to stop 

transhipments through a third oountry. Some 9,800 tons of Australian 

and New Zealand meat which had entered the United States via Canada 

between January and July were deducted from the total quota increases. 

One farm columnist, commenting on the Presidential aotion 

described it as 'another round in the battle of the hamburger'.2 

The United States borders have remained closed to indireot shipments 

of quota meat produced in Australia, New Zealand and Ireland since 

July 1970. 

Prior to 1971 the level of supply for the coming year was 

normally made known at the end of December or in the first two 

weeks of January. However, in the last two years the negotiations 

have been rather lengthy affairs and no official announcement has 

been made before March. The delays have reflected the diversity of 

pressures the Administration has been subjected to. Both Australia 

and New Zealand have not been satisfied with the levels of supply 

originally suggested by the Administration and have argued that the 

market can absorb a much higher quantity without suffering an 

undue drop in prices. American cattlemen representatives, on the 

other hand, have argued, despite rising prices and growing consumer 

concern, that they would obtain a better price for their product if 

imports were reduced. 

The political influence of the cattlemen has not waned since 

1 Press, 13 March 1970. 
2 
~, No. 184, 30 June 1970. 
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1964. However, with higher ruling prioes for their stook, opposition 

to imports has generally been on a lower key. The importance of 

cattle sales to the eoonomy of various American states and the farming 

industry as a whole was emphasised in recent figures published by 

the American Farm Burea.u. These show that sales of cattle were the 

major source of farm income in 22 states during 1970. In 11 other 

states they made up the second largest source of farm inoome.l 

At the present time it seems that American cattlemen are prepared 

to tolerate the existing level of imports but should their prioes 

take a sudden down'turn who can predict the sort of pressures they 

will apply:? 

II LAMB 

Sheepmeats are produced and consumed in large quantities in only 

a few countries and contribute about 8 per cent of the estimated 

world output of red meats.2 The USSR, Australia, New Zealand, the 

United States, the United Kingdom, Argentina and South Africa, in 

that order of importance, together account for the great majority 

of the world's production of lamb and mutton. Two of these countries, 

Australia and New Zealand, dominate the export trade, which in 1969 

represented 17 per cent of the world output of lamb and mutton. The 

United Kingdom provides the largest market for sheepmeats; accounting 

for ap-oroximately 65 per cent of world gross imports in recent years. 

On a weight basis, lamb and mutton exports represented 64 per 

cent of New Zealand's meat exports in the 1971 marketing season.3 

1Press, 6 January 1972. 
2see Appendix V. 

3Annual Report, New Zealand Meat Producers Board, 1971, p. 45. 
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Although in reoent years mutton exports to the United Kingdom have 

been less than 20 per oent of the total trade in that product, 

New Zealand is still very dependent of the British market for the 

bulk of its lamb exports (Table 4 ~ 8). 

Sheepmeats make up a very small portion of the Amerioan meat 

diet, accounting for less than 2 per oent of total meat consumption. 

While consumption of red meats have inoreased by more than 20 lb 

per head since 1960, lamb and mutton intake has declined from 5 lb 

in the early 1960s to an average of 3.5 lb for the 3 years ended 

1970.l 

Lamb is the main source of inoome to the American sheep industry, 

accounting for two-thirds to three-quarters of farmers' inoomes. 2 

Mutton production in the United States is very small. In recent 

years sheep have accounted for only 6 to 7 per cent of total sheep 

and lambs slaughtered under Federal inspeotion.3 Unlike the New 

Zealand practice, most sheep kept for breeding in the United States 

die on the farms. Mutton is not sold in retail, except in low 

income areas and in some Southern States. Most of the mutton is 

boned and, together with imported supplies, is used in manufaoturi~ 

low priced sausages, luncheon meats and soup stocks. 

Australian exports of mutton to the United States, as Figure 4 - 1 

shows, make up the greater proportion of American lamb and mutton 

imports. New Zealand did ship a. total of 9,440 tons in the 4 years 

1u.s.D.A., Livestock and Meat Situation (various issues). 
2Berg, Public Hearings, op.cit,, P• 65. 
3u.S.D.A., Livestock and Meat Situation, May 1971, p. 17. 



TABLE 4 - 8 DESTINATION OF NEW ZEALAND LAMB EXPORTS, 1953 - 1971, INCLUSIVE 

Year Ending United United Total Percentage of Total to all 
30 September Kingdom Canada States Greece Outside Total Exports Destinations 

U.K. Diverted 
Outside U.K. 

( Thousand Tons) 

1953/54 187. 1 1.7 0.2 - 3.2 1.7 190.3 
1954/55 196.9 2.5 0.2 - 3.6 1.8 200.5 
1955/56 199.8 1.6 0.1 0.1 2.8 1.4 202.6 
1956/57 195.5 2.0 0.1 - 3.3 1.7 198.8 
1957/58 214.0 5.4 2.3 - 8.9 4.0 222.9 
1958/59 aa.o 1.6 1.2 - 4.1 1.1 242.1 
1959/60 251.1 3.9 1.9 a 7.5 2.9 258.6 
1960/61 253.8 4.8 3.0 0.3 10.7 4.1 264.5 
1961/62 255.7 5.1 4.3 a .13.4 5.0 269.1 
1962/63 253.9 5.5 5.4 a 16.7 6.2 270.6 
1963/64 265.9 5.5 2.4 2.7 17.0 6.0 282.9 
1964/.65 259.0 6.1 5.7 o.8 19.4 1.0 278.4 
1965/66 267 .3 7.3 5.9 0.5 22.7 7.8 290.0 · 
1966/67 269.6 4.7 3.6 3.0 24.5 8.3 294.0 
1967/.68 273.5 8.3 5.6 6.0 36.2 11.7 309.7 
1968/69 272.6 o.6 8.9 6.2 32.1 10.6 304,.6 
1969/70 286.9 2.3 10.7 8.9 43.1 13.1 330.0 
1970/71 287.3 2.6 6. 1 14.6 44.6 13.4 331.9 

Sources: New Zealand Meat Producers Board: The Annual Report {various issue•); !!!l, a monthly 
publication {various issues). 

8:Less than 50 tons. .... 
""" ~ 



50 -

40 -

ID 30 -
s::: 

~ 
'O 
ti 
m 
'::J 
j 20 -
E-< 

10 -

0 

FIGURE 4 -· 1 UNITED STATES IMPORI'S OF MUTTON AND LAMB, BY SOURC:E1, 1960 - 1970 

'Other Muti;on Suppliers 

(Mainly New Zealand) 

L// t. 
I I I 

0 .... C\I rt) 

\0 \0 \0 \0 

°' °' °' °' ..... ..... ..... ..... 

/!,. 

Total Mutton and ");:,7 
Lamb Imports ,,,r,?' /fY,Y I'. 

/ / / 
.. 1· /~ 

Imports of Australian Mutton 
/ 

~/ 

//. // 
I' / / / 

.::- ~ . ,/ , 

. __.--;""~ / / / . 

;r 71 /;I//·:////// 
Total Lam .. b Imports/./ .. / / //·/ 

I I l_/_!_L_L~L/ ,/, , 
D I • I I I 

"-I- U"'I \0 I:- (0 0\ 
\0 \0 \0 \0. \0 \0 
0\ °' 0\ 0\ 0\ 0\ ..... ..... ..... ..... ..... ..... 

0 
t--
0\ .... .... 

w 
-.J 



138 

prior to the end of the 1961 marketing season but since that date 

sales have generally been well under 500 tons yearly. This is 

mainly due to the development of a more luorative market in 

Japan and a ban imposed by the Meat Board in 1968 preventing mutton 

from taking up part of New Zealand's meat quota to the United States 

when it could get greater returns from beef sales. 

As has been noted, there are at present no quantitative 

restrictions on lamb imports into the United States but ~utton was 

included in the provisions of the 1964 Meat Import legislation and 

since 1968 has been voluntarily limited by the exporting countries. 

While imports of mutton during the last decade have been two 

to three times the size of domestic production, lamb imports have 

never been equivalent to more than 8.6 per cent of the estimated 

United States production (Table 4 - 9). It is only since 1958 that 

lamb imports have exceeded 1 per cent of domestic production. Yet 

it is from about that time that American sheep producer org~isations 

began to apply pressures for lamb imports to be restricted. In 1960, 

when imports were equivalent to less than'2 per cent of domestic 

production, Tariff Commission hearings were held to examine the 

effect of both lamb and mutton imports, following applications by 

the National Wool Growers Association and the National Lamb Feeders 

Association that such imports be plaoed under restrictione. 1 In 

a 4 - 2 majority decision the Commission ruled against the requested 

1u.s. Tariff Commission, Lamb, Mutton, Sheep and Lambs. 
Escape - Clause Investigation No. 7 - 83 under Section 
Trade Agreement Act of 1951, as Amended. (Washington, 
June 1960). 

-Report on 
7 of the 
D. C., 



TABLE 4 - 9 

Year 

1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 

UNITED STATES LAMB AND MUTTON IMPORTS AS A PERCENTAGE OF DOMESTIC PRODUCTION, 
1952 - 1979, INCLUSIVE 

U .. Sc Productiona UcS .. Imports Imports as a Percentage 0£ U.S. 
Production 

Lamb Mutton Lamb Mutton Lamb Mutton 

(million lb) 

60C) 39 5.4 o.8 0 .. 9 2.1 
685 44 1 .. 8 1.3 0.,3 2.9 
690 44 1 .. 8 0.3 0 .. 3 0.7 
713 45 1 .. 4 0.9 0.2 2.0 
697 44 o .. B o.6 0.1 1.4 
665 42 1~8 1.1 0.3 4.0 
647 41 6.,8 34 .. 3 1.0 83.6 
694 44 9 .. 5 94.6 1.3 215.0 
722 46 12 .. 4 74 .. 6 1.9 162.1 
1'82 50 10.9 89 .. 8 1.4 179.6 
760 48 13.2 130 .. 0 1 .. 1 270.8 
724 46 18 .. 9 . 125 .. 8 2 .. 6 273.,5 
672 43 10.,4 68 .. 6 1 .. 5 159.5 
612 39 12 .. 5 60 .. 6 2 .. 0 153.8 
611 39 14.9 121 .. 1 2 .. 4 310.6. 
607 39 12 .. 3 10806 2 .. 0 278.5 
1566 36 22 .. 9 124.0 4.1 354.3 
517 33 43~9 108.4 8.6 328.5 
518 33 43,.5 79.0 8.4 239.4 

Source: u.s.D • .A., Interim Report on a Study of the Lamb Industry with Special Emphasis on Lamb 
Import,2, (Packers and Stockyards Ad.ministration and Economic Research Service of U .. s .. D.A.). 

8lncludes co.lJIJl!lercial and farm slaughter. Volume of lamb is calculated at 94 per cent of total 
lamb and mutton slaughter, mutton 6 per cent., 

1-J 
1..,.1 

"° 
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action. No action was taken by the Administration. Despite this 

decision and despite a continuous decline in sheep numbers sinoe 

1960 (Table 4 - 10 and Figure 4 - 2), these producer organisations 

have persisted in their efforts to have quotas imposed on lamb imports. 

It is against a baokground of the threat of import restrictions 

that New Zealand's efforts to develop a market for lamb in the United 

States should be examined. 

The Meat Exiiort Development Company (DEVCO) 

It was not until the 1967 - 68 marketing year that more than 

10 per cent of New Zealand's lamb exports went to markets other than 

the United Kingdom. As Table 4 - 8 indicates, there ap~ears to have 

been a conscious effort to diversify lamb exports to other markets 

since the late 1950s. The United States, along with Canada, and more 

recently Greece, have become major alternative destinations for 

New Zealand lamb. 

Unlike the Dairy Board, the New Zealand Meat Producers Board 

does not market the products of the industry it represents. The 

private exporter is the operator. 

Experimental token shipments of New Zealand lamb were made to 

the United States in the the three years prior to the termination 

of the bulk contracts with the United Kingdom, but as J .J. Evans, 

General Manager of the Meat Board, warned following the rejection 

of a 3,600 ton shipment of lamb by New York officials in 1952: 

It is obvious ••• the standards laid down for foreign meat 
imported into America are being more strictly interpreted, and 
any future trading in meat with the United States will 



TABLE 4 - 10 
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UNITED STATES LAMB NUMBERS, 1959 - 1971, INCLUSIVE 

Year 

1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 

Number 
{million head) 

21.1 
21.0 
20.8 
19.7 
18.5 
17.0 
16.3 
15.9 
15.0 
14.4 
13.7 
13.4 
12.9 

Peroenta.ge 
Change from 

Preoeding Year 

+2.1 
=0.5 
-1.1 
-5.1 
-6.l 
-8.2 
-4.0 
-2.6 
-5.5 
-3.8 
-5.1 
-2.l 
-3.6 

Souroes U.S.D.A., Livestook and Meat Situation (various issues). 

neoessitate a much higher standard of inspection and packing. 
than is required by the British market. 1 

With the end of the bulk oontraots the Meat Board sought a more 

satisfactory development of the North Amerioan market for lamb but 

found that in the prevailing market conditions there was no 

certainty of a oontinuity of supply. The quality, preparation and 

presentation of lamb offered or sold to North American importers was 

very muoh influenced by price and by commitments of supplie~s to the 

British market. In the late 1950s, however, the British government 

began to exert some pressure on New Zealand to divert more of its 

meat away from the United Kingdom. This factor, coupled with the 

obvious necessity of finding outlets for New Zealand's ever increasing 

1 
Presa, 9 August 1952. 
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lamb production forced the Meat Boa.rd to take steps to rectify the 

aporadio nature of lamb shipments to destinations outside the 

United Kingdom. If the Board was going to spend money and time 

promoting and developing markets there had to be some assurance 

that there would be a continuity of supply and acoess to the particular 

markets. 

Both the Uni tad States and Canada were looked upon by the Meat 

Board aa markets that offered ready aooess and a large potential 

demand •. In response, the 1921 - 22 Meat Export Aot was amended in 

1959 to extend the' powers of the Meat Board to buy New Zealand-produced 

meat and dispose of it anywhere overseas where it wished to promote 

or maintain a dwindling market. Under this legislation North America 

was declared an under-developed market for lamb and the responsibility 

for developing sales in this area was placed with the Meat Export 

Development Company, otherwise referred as Devco. 

Devoo was formed in 1960, with an initial capital of $120,000 

provided by 11 New Zealand owned freezing companies. The initial 

capital was boosted to just over S200,000 in 1964 when overseas 

companies were admitted. The Meat Board and the freezing companies 

have equal representation on the company's directorate, with any 

losses incurred in operations being debited against the meat industry 

reserve account. 

Devco is the single instrumentality of the Meat Board and the 

New Zealand meat industry in exporting lamb to the United States and 

Canada. It is responsible for making arrangements for the supply and 

distribution of New Zealand lamb in North America and for the 
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oo-ordination of all related activities.I 

Devoo 1 s Operations 

Ever sinoe Devoo began its operations in 1961, it has had to 

endure oriticism from many quarters; not only from American produoers 

claiming that its activities were having a detrimental effect on the 

sales of the domestic commodity, but also from a number of New Zealand 

farmer and exporter groups. What the Meat Board and Devoo have 

described as market development coats, others have bluntly described 

as losses. 

Devoo was created to bring about the orderly development of 

New Zealand's lamb trading with the United States and Canada. Among 

its objectives was not only to relieve oversupply on the British 

market, but also to create a major new market in North America. 

From the outset Devco could hardly have been described as a 

model of efficiency but many of its initial problems stemmed directly 

from a general lack of experience in marketing lamb outside the 

United Kingdom. It was to take Devoe and the Meat Board a number 

of years, through trial and error, to develop a product more 

acceptable to the Amerioan consumer. Devoo found itself trying to 

sell frozen lamb in a market where domestic fresh lamb was losing 

ground. Consumers, as well as retailers and wholesalers, in both 

the United States and Canada were quite unfamiliar with frozen lamb. 

Technical prob~ema connected with transportation, cutting and 

mechandising frozen lamb had to be overcome. The Meat Board found 

l 
The only exception is the supplying of ]amb for United States army 
contracts, which is under the complete jurisdiction of the Meat 
Board. 
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that its product was not suitable for the American supermarket 

society; that its needs were entirely different to those of the 

British oonsumar. 

One of the major problems that had to be overcome were oomplaints 

of the lamb being tough.I With the help of the Meat Industry Research 

Institute a process of •conditioning and ageing' lamb for the North 

American market was instituted in 1967 - 68.2 Although originally 

intended for the American consumer, this process was extended to 

include all lambs sent to Canada. 

In a market where lamb makes up less than 2 per cent of all red 

meat consumption there have been numerous difficulties encountered 

in promoting the product. Sheepmeat consumption in the United States 

bears little relation to population. The North eastern states region 

and the Pacific Coast states, together with Chicago, are the three 

main areas of lamb sales, accounting for 86 par cent of total sales 

in the United States. However, the timing of sales in these areas 

have to be closely watched by Devco in order not to provoke protests 

of market disruption and disorderly marketing. These areas are 

1 
Complaints of New Zealand lamb being tough are less frequent in the 
United Kingdom, due mainly to the different way in which it is 
handled. Usually the lamb is thawed out in the butcher's shop and 
is in a thawed state when the customer eventually oooks it. In 
North America, however, where supermarkets are a dominant feature 
of life and where deep-freeze units are a more common household 
item, the convenience - foods - conscious householder may put the 
frozen out into the oven and as a result the lamb is less tender. 

2 
This tenderising process involves keeping the oarcase initially in 
a controlled temperature chamber, set at about room temperature, for 
approximately 16 to 20 hours. The carcase is then transferred iniP 
another temperature chamber, set just above freezing point, for a 
further period until the required tenderness is achieved, after 
which it is blast frozen. 
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regarded by American producers as very sensitive to oversupply. 1 

Thus Devco has had to attempt to make sales in other regions. This 

has been difficult. A reoent survey, for example, has shown that 

approximately 90 per oent of the people in the Midwest had never 

tasted, or had eaten lamb only rarely.2 

The Meat Board is naturally limited in the resources it can 

devote to promoting a product in the large American market where it 

is little known and often regarded with sheer prejudic~. It has 

been the endeavour of Devco, particularly since the decision to 

sell only conditioned and aged lamb, to have the American consumer 

identify New Zealand lamb as a uniform, high quality product. This 

has meant that Devoo has had to maintain a quality control on all 

selected carcases for export and to regulate the trimming and 

cutting of the lamb into primal outs. Because of the more stringent 

American hygiene regulations and Devco's requirements of only prime 

carcases with little or no surplus fat, only a few lambs of a kill 

mey be selected, depending on the type of lamb being slaughtered. 

The American lamb carcase normally weighs between 45 and 55 lb 

and is sometimes as high as 70 lb. Initially Devco purchased prime 

lambs with a weight range of 37 to 56 lb caroase weight from the 

New Zealand meat e:mport companies, but because of the lack of 

sufficient quantities the company now concentrates on marketing liambs 

of an average of 33 to 36 lbs Larger lambs in adequate numbers are 

just not available and the buying done by Devoo is too small to have 

1 P.J. Wakelin, Interview, Wellington, 9 June 1971. 
2 Press, 16 June 1971. 



any influenoe on the lamb sohedules aet by the individual meat 

oompanies. l 
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Eaoh carcase is split in half, eaoh half yielding 7 outs; neck, 

squared shoulder, shank, rack, loin, leg and breast (Figure 4 - 3). 

Of these, the neok and breast are sold baok to the :freezing 

companies and the remaining 10 outs are sealed in plastic film and 

packed in cartons, a very different process to the British market 

where lamb is still exported in carcase form. 

Initially Devco distributed its lamb in North America by way of 

consignees who plsoed orders at the company's office in Chicago 

and shipments were allocated according to orders. The consignees 

handled and stored the product on arrival, including the customs 

olearanoe and inspection procedures, and made actual sales at 

minimum prices predetermined by Devoo. Consignee expenses for handling, 

storage, transport and all the administrative arrangements associated 

with distribution were reimbursed on the basis of a oommission paid 

by Devoo. However, the consignment system did not permit the 

company to maintain tight expense controls and made it difficult 

to formulate a clear policy on seasonal and regional demand and 

consumer preferred outs. It was also open to exploitation and it 

was felt that 'loyal distributors' representing Devco with 

isingl~mindednees 1 were needed.2 Thus in Ja.~uary 1971 a new system 

of selling the product outright to distributors was adopted in 

Canada and the same system was introduaed in the United States two 

1w akelin, Interview,. Wellington, 9 June 1971. 
2 
The New Zealand Meat Producer, Vol. X!-/ 9 No. 1, October 1970, p. 9. 
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FIGURE 4 - 3 CARCASE CUTS OF LAMBS SENT BY DEVCO TO NOHTH AMERICA 

Remove tail. 

LOIN 

RACK 

SQU. SHOULDER 

Cut knuckle tips 1" 
down. 

LEG 

2rseyond eye muscle only. 
Same on rack making sure 
both cuts are oblong. 

SHANK 

Cut knuckle tips 1" 



months latera While this method has entailed higher overhead 

costs because of the need of more promotional staff, it has been 

offset by savings in commission payments.·! In January 1970 Devoo 
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had only 5 men in the field in the United States and one in Canada 

to service 49,000 supermarkets and 4,700 chain stores. There are at 

present 9 field representatives in the United States and 3 in Canada.2 

While the marketing of all New Zealand lamb in the United States 

and Ca.~ada is directed from the Chicago headquarters of Devco, 

market promotion is the responsibility of the Meat Board's New York 

office. The Board' has for a number of years employed the services 

of promotional and public relations firms in both countries. Initially 

nearly all the Board's North American promotional activities were 

carried out in Canada and it was not until the 1965/66 marketing 

year that the Board did promotional work on any scale in the United 

States. However, since 1968 the United States has become the Board's 

prime target. 

Australian Competition 

When New Zealand began exporting consistently large quantities 

of' lamb to Canada in 1959 - 60 lamb was a vanishing item in Canadian 

food stores. The domestic sheep flook has deolined by almost half 

since 1960, from 1.6 million to less than 900,000 in 1970. During 

the same period domestic supplies, as a proportion of oonsumption, 

fell from over 50 per oent to_less than 20 per cent.3 

Most of Devco•s' initial sales were in Canada and until 1968 

1Press, 23 March 1972. 
2 . . 
Annual Report, New Zealand Meat Producers Board, 1971, p. 21. 

3The Mutton and Lamb Situation, No. 5 (Canberra, Bureau of Agricultural 
Economics, 1971), p. 25. 



150 

it ranked as New Zealand's second largest lamb market. In the 

mid-sixties, however, the Australians began moving into the market 

undercutting New Zealand prices. Eventually, as a oonsequenoe, 

New Zealand.sales fell off and it was decided by the board of Devoo 

in 1969 that only conditioned and aged outs be supplied to this 

market in the hope that Canadian consumers, like their American 

counterparts, would identify this as a high quality product and be 

prepared to pay the extra for- it instead of purchasing the lower 

quality, non-standardised Australian product. While sales have ta.ken 

an upturn in the last two years they are still below the 1968 figure. 

Similar competition in the United States market has been felt 

by Devoo~ In this more politically sensitive market Australian 

selling praotioes have brought much adverse publicity to imported 

lamb and has been a souroe of major oonoern to New Zealand Meat Board 

officials. 

The Australian and New Zealand meat boards represent two entirely 

different systems of operation in North America. While product 

seleotion, the timing of shipments and the wholesale pricing of 

lamb are oloaely controlled by Devoo, the Australian Meat Board does 

not interpose itself on the actual trading of Australian lamb exports. 

As a recent U.S.D.A. interim report on the selling of imported lamb 

in the United States has observed: 

The New Zealand lamb in this country handled by MEDCO [Devo.o] 
is a standardized high quality'spring lamb product which sells 
at a fairly uniform price to all wholesalers and retailers • 
••• The Australian product, on the other hand, may come from a 



TABLE 4 - 11 

Product Type 

AUSTRALIAN AND NEW ZEALAND LAMB SALES, BY TYPE 
OF PRODUCT, TO THE UNITED STATES, 26 JUNE 1969 
AND 4 JULY 1970 

Australia New Zealand 
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(Million lb) . (Percentage) (Million lb) . (Pero~ntage) 

Legs 6.3 35 7.6 41 
Loins 1.9 11 2.0 11 
Shoulders 3 .. 0 17 6 .. 0 33 
Racks 1..6 Q 1 ... 1 9 ,, 
Shanks LO "' J 

Boneless 
Manufacturing 4.6 26 O~l l 

Carcases 0.5 3 

17.9 100 18.4 100 

Source: U.S.D.A., Interim Re ort on a Stu of the Lamb Industr 
with Special ,mphasis on Lamb Imports Packers and Stockyards 
Administration and Economic Research Service of u.s.D.A.). 

variety of weights and qualities of Australian lamb and sells 
in the wholesale market at a corresponding variation in prioes. 1 

The end uses of lamb from the two countries is a fair indicator of 

difference in quality. Boneless manufacturing lamb accounted for one 

quarter of Australian sales in the United States between 29 June 1969 

and 4 July 1970 while almost all the New Zealand product was primal 

cuts (Table 4 - 11). 

Protectionist Moves 

Following the Tariff Commission's findings in 1960, it was not 

until consideration of the meat import restriction legislation in 

1 u.s.D.A., Interim Re ort on a Stu of the Lamb Indust with 
Special Emphasis on Lamb Imports Packers and Stockyards Administration 
and Eoonomio Researoh Service of u.s.D.A.), p. 56. 
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1964 that lamb exporters to the United States were again posed with 

the threat of quotas being imposed on imports. The original Senate 

version of the meat quota bill had included lamb in its provisions 

but during the oonferenoe between Senate and House members it had 

been insisted on by House conferees that lamb quotas be dropped 

because 'they felt very strongly that lamb did not involve the 

competitive problems that imported beef, veal and mutton created•. 1 

As one sheep producer's spokesman told the National Advisory Commission 

on Food and Fiber in 19671 

We found it very difficult to get anyone in Washington 
excited over the fact that••• lamb imports had increased 
oonsiderably. 2 

Despite the apparent lack of response in Washington it did not 

ourb interested sheep produoer organisations from maintaining 

their protectionist stance. A resolution passed by the National 

Wool Growers Association annual convention in 1967 illustrates this 

points 

We direct our officers to take whatever action is required to 
secure the establishment of realistic import quotas on lamb 
and mutton ••• 3 

Judging from the response of the New Zealand government and 

Meat Board officials, perhaps the greatest threat of New Zealand's 

lamb exports to the United States being restricted by quotas was 

1 
Chairman of the Senate Finance Committee, H.F. Byrd, quoted in Senate 
debate on the compromise version of the bill. C.Q. Almanac 2 1964, 
p. 138. 

2Berg, Public Hearings, op.cit., p. 68, 
3Part of Resolution 13 of the 102nd Annual Convention of the National 
Wool Growers Association, Las Vegas, Nevada, 18 January 1967. 
Published in the National Wool Grower, Vol, LVII, No. 2, February 
1967, p. 16. 
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in mid--1969 when the Senate Finance Committee approved a bill 

containing such provisions. A •rider• sponsored by Sen. w. Bennett, 

a Republican from Utah, was attached to a non-controversial Racehorse 

Tariff Bill, previously passed by the House of Representatives and 

approved by the Senate Committee. Bennett, whose state was the 

sixth largest sheep producer in the United States, claimed that a 

quota was needed to •strike a balance' in the lamb situation. The 

amendment proposed to limit future lamb imports to the average 

level of the years between 1963 and 1966; some 8,000 tons. 1 

During the months of June and July 1969 the American sheep 

industry, according to the Sheep Breeder and Sheepman, official 

publication of 14 American sheep breeding societies, .made an all-out 

effort to control the •rapidly increasing volume of lamb imports 

into the United States•. 2 The executive secretary of the National 

Wool Growers Association had been in Washington since early May 

lobbying Congress. Complete backing of the Bennett amendment was 

given by sheep producer organisations and circulars containing 

'eight facts• were distributed to members of the Senate Finance 

Committee and other members of Congress. The 'faot sheet' read 

as follows: 

1. Lamb imports in the calendar year 1968 were the HIGHEST in 
our hisiory ••• Lamb imports have jumped from 2.1 per oent 
of our domestic lamb production in 1967 to 7.7 per cent 
in the first four months of this year ••• 

1Presa, 29 May 1969. 
2July edition of the journal quoted in The New Zealand Meat Producer, 
Vol. XIV, No. 1, October 1969, p. 10. 
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2. With the exoeption of pork, lamb is the ONLY red meat 
on which there is no limitation whatsoever on the amount 
whioh can be imported. This creates an uncertainty as 
to the amount that is coming in and gives buyers of 
domestic lamb an opportunity to try to lower the domestic 
market by claiming that a heavy volume is about to be. 
imported. 

3. Domestic producers are not trying to eliminate imports, or 
even roll them back to the levels of the early 60 1 s. We 
only ask for REASONABLE limitations, as there are on all 
other red meats. 

4. This amendment would add lamb to the present meat import law, 
in line with the Senate action in 1964, only at a higher 
import level. 

5. Importing interests, in an effort to defeat the amendment, 
are stating that imported lamb is used principally for baby 
food and does not compete with domestic lamb. THIS IS NOT 
TRUE. Imported lamb is mostly in primal cut form, going tn 
supermarkets and restaurants, and competing directly with 
domestic lamb. 

6. Due to substantially lower production costs in foreign 
countries, importers are able to bring lamb in here, freight 
and duty paid, and undercut our domestic market. For example, 
when lamb imports increased very substantially this past 
November, the price of domestic live lambs dropped as much 
as $3 per 100 lb. There have been additional price breaks 
since that time, including one in the first week in June. 

7. Furthermore, as an example of the effect of the increasing 
volume of cheaper foreign imports 9 domestic lamb carcases 
backed up in one packing plant this spring when two chain 
stores cancelled their orders and purchased the cheaper 
imported product. 

8. The amendment adopted by the Senate Finance Committee is 
reasonable in that it would permit yearly imports approximately 
80 per cent higher than the average annual imports of lamb 
for the past 15 years. The amendment also contains a formula 
to provide for growth in imported volume. 1 

While it is true that lamb imports were increasing, the 'fact 

sheet' overlooked the continuing decline in American sheep numbers. 
. . 

There also appears to have been no substance in its claim that imports 

were causing prices to fall and pushing the domestic product out of 

1 
Ibid. 
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TABLE 4 - 12 UNITED STATES IMPOffi'S OF LAMB, BY COUNTRY OF 
ORIGIN, 1954 - 1970, INCLUSIVE 

Year New Zealand Australia Other Countries Total 

(Tons) 

1954 392 374 33 799 
1955 127 400 110 637 
1956 72 271 19 362 
1957 164 429 209 802 
1958 2,000 145 792 3,037 
1959 1,493 1,343 1,385 4,221 
1960 2,107 2,762 684 5,553 
1961 2,570 , 2,239 76 4,885 
1962 4,588 1,022 251 5,861 
1963 5,324 2,807 316 8,447 
1964 3,941 675 389 5,005 
1965 4,796 711 90 5,597 
1966 4,878 1,741 20 6,639 
1967 4,074 1,343 54 5,471 
1968 5,497 4,701 19 10,217 
1969 10,222 9,292 69 19,582 
1970 17,623 

Souroei U.S. Department of Commeroe statistics. 

its traditional markets. Perhaps the most significant finding of the 

' recent U~S.D.A. report on the selling of lamb imports, as far as 

New Zealand is concerned, is that the timing of arrivals of imported 

lamb 'did not affect domestic lamb prioes•.1 

The Bennett ~~endment was not taken up by Congress but it did 

highlight the continuing efforts of sheep producer organisations in 

the United States to have lamb imports restricted and the immense 

1u.s.D.A., Interim Report on a Study of the Lamb Industry with Special 
Emphasis on Lamb Imports, op.cit., p. 75. 



difficulties the Meat Board and Devoo have bad to oontend with in 

their efforts to pacify American domestio producers while trying at 

the same time to prove to the oonsumer that New Zealand lamb is a 

comparatively inexpensive, high quality produot. 

Joint Promotion 

The Meat Board, in its efforts to forestall protectionist 

legislation on lamb imports, has since the early years of Devoo•s 

operations in North America attempted to develop closer liaison 

between it and domestic sheep producer groups. In October 1962 

officials of the board met with representatives of the National Wool 

Growers Association, the National Lamb Feeders Association, the 

American Sheep Producers Council, as well as the Australian Meat 

Board, to discuss plans for co-operative efforts in the United States 

market. A firm of management consultants engaged, prior to the 

meeting 9 by the American Sheep Produoera Council to investigate ways 

in which lamb consumption could be increased, recommended that 

domestic lamb producer organisations discuss the possibility of 

market co-operation with New Zealand •with the purpose of arranging 

supply at the appropriate time and plaoe'. This, they contended, 

was the only way in which ground lost by lamb to the American consumer 

oould be recovered and was a more logical and desirable policy than 

one of opposition to imports. 1 

The American Sheep Producers Council, founded in 1955 with the 

1 
Press, 1 September 1962. 
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objective of conducting advertising and sales promotion campaigns 

for wool and lamb in the United States,1 has oonoeded over the years 

that imports do oreate •& wider demand for lamb, which in turn 

benefits the domestic industry, but has argued that the marketing 

of imports should be done in a more 'orderly and oontrolled manner•. 

No agreement between the parties on what oonstitutes •orderly and 

oontrolled marketing', or on joint promotional aotivities, was-reaohed 

at the 1962 meeting, nor at subsequent meetings held in November 

1963 and April 1964 • 

. The events of 1969, however, made the New Zealand Meat Board 

more determined than ever to,seoure a better understanding with 

American sheep producer groups. Speaking at the annual meeting of 

the Meat and Wool Board's electoral oommittee soon after his return 

from Washington, where he had been actively engaged in talks with a 

number of persons in a position to help rejeot the proposed lamb quota 

bill, Sir John Ormond said that the Meat Board 'will be taking the 

first opportunity to arrange a meeting with producer organisations 

in America as we believe that there is soope for greater mutual 

agreement. We have talked to them before, and we believe it is 

time we talked again•. 2 

1 

Towards the end of 1969 the American Sheep Producers Council 

The oounoil's promotion funds are derived from a levy on shorn wool 
and unshorn lambs, whioh are deducted from wool inoentive payments 
made to producers. Of the 83 million tor the 1971 - 72 year beginning 
1 July, 55.5 per oent ($1.7 million) was allocated for lamb promotion 
and the remaining 44.5 per cent (81.3 million) for wool promotion. 
National Wool Grower, Vol. LXI, No. 5, May 1971, p. 12, 

2 ' 
· The New Zealand Meat Producer, Vol. XIII, No. 12, September 1969, 

p. 12. 
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was reported to be •tentatively' interested in joint promotional 

aotivities with the New Zealand board and in Maroh 1970 disoussions, 

sponsored by the Foreign Agrioulture Sarvioa of the u.s.D.A., were 

held in Washington between the three main Amerioan sheep producer 

organisations and the Australian and New Zealand Meat :BQards. Further 

meetings were held in Wellington and Sydney during the following 

November and agreement was reaohed to establish a joint United States

Australia-New Zealand Lamb Promotion Co-ordination Committee. Sir 

John Ormond hailed this agreement as a •major breakthrough' and 

stated that it was his belief that suoh a •oo-operative approach 

shows the Americans have aceepted our sinoerity in this matter•.1 

The Co-ordination Committee is composed of 9 members, with eaoh 

country having 3 representatives. Among the assignments entrusted to 

it was the study of problems in marketing lamb, and the preparation 

and implementation of a programme of consumer and trade education. 

The eduoation programme instituted by the Committee in no WtJ3 

inhibits any of the member countries in-their own promotional aotivities. 

The oost of it is equally shared by the American Sheep Produoers 

Council and the Australian and New Zealand Meat Boards, and is aimed 

at increasing lamb useage in the United States. 2 

It is hoped that the Joint Committee will eventually determine 

specifications on the type of lamb offered to the American oonsumere 3 

1 . . 
Sir John Ormond•s report to the annual meeting of the Electoral 
Committee of the New Zealand Meat and Wool Boards, 23 March 1971. 
The New Zealand Meat Producer, Vol. XV, No. 7, April 1971, P• 9. 

2 . 
Annual Report, New Zealand Meat Produoers• Board, 1971, p. 50. 

3 . 
Wakelin, Interview, Wellington, 9 June 1971. 
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Such aotion would primarily be aimed at the inferior quality 

Australian product. As the President of the National Wool Growers 

Association, J.L. Powell, told reporters while in Nev Zealand in 

November 1970: 

We are above all interested in seeing that the United States 
consumer is presented with a good-quality lamb. Because only 
12 per oent of the population has ever tasted lamb, there are 
many new consumers trying it for the first time. Therefore, 
the quality of the lamb has to be consistent.1 

Powell, along with other members of the l..merioan delegation, agreed 

that the quality of the New Zealand conditioned and aged product 

was a good one, but this was not true of the Australian lamb. 2 

The founding of the Joint Committee is regarded by the Meat. Bo~rd 

as'an 'insurance• against the implementation of lamb quotas. It had 

been searching for such.an arrangemeht for a number of years and 

believes that only by working with the domestic organisations can 

the danger of quotas be overcome.3 

Within the American sheep producer organisations there was much 

opposition to the Joint Committee but the orunch came in January 1971 

when the National Wool Growers Association, at its annual convention, 

passed the following resolutions 

The National Wool Growers Association recognizes the need for 
the best possible communication among all segments of the lamb 
industry including our overseas competitors. We approve the 
action of our officers in furthering a more complete 
understanding of lamb industry problems, both domestic and 
world wide, and opening a way for complete exchange of information.4 

1Press, 2 November 1970. 
2Press, 2 and 4 November 1970. 
3H.C.M. Douglas, Interview, Wellington, 8 June 1971. 
¾esolution 36 of the 106th Annual Convention of the National Wool 
Growers Association, Las Vegas, Nevada, 21 January 1971. Published 
in the National Wool Grower, Vol. LVI, No. 2, February 1971, P• 16. 
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The same convention did, however, pass this resolutions 

The National Wool Growers Association reasserts its long 
time position of actively seeking adequate tariffs and quotas 
on all meat and meat products, including lamb; these quotas 
to be on a quarterly basis and by country of origin. 1 

As to the future, some warning can be taken from the words of 

R.A. Hansen, President of the National Lamb Feeders Assooiationr 

Please constantly bear in mind that our efforts towards 
working with Australia and New Zealand are based on necessity. 
Surely at this stage of the game, we realise the political 
impossibility of getting lamb import quotas. We have been 
advised, moreover, that our own Foreign Agricultural Service 
considers it necessary that we explore all possibilities of 
cooperation ~ith these countries before even thinking about 
import quotas. ;Should these efforts fail, then we will have 
laid the political groundwork for asking Congress for quotas. 
So at this time ;what other ohoioe do we have except cooperating 
toward mutual goals with the good people.from down under?2 

Success or Failure? 

In terms of ourrent aocount the operations of Davao have not 

been a suooess. The 1968 - 69 marketing year has been the only 

occasion in which the company has made a profit. A total of $9.6 

million has been charged against the meat industry reserve account 

as •expenditure incurred in the examination and development of the 

North Am.erican market' .3 On top of this figure the Meat Board has 

spent over $4 million financing promotional activities in the United 

States and Canada since 1960.4 But to judge Devoo and the Meat 

Board's operations in North America purely in terms of these figures 

1Resolution 31, Ibid., p. 15. 
2National Wool Grower, Vol. LXI, No. 3, March 1971, p. 17. 
3see Appendix VIII. 
4see Appendix IX. 
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is misleading. 

The 'losses• inourred by Devoo are relative to the United Kingdom 

market and it has been argued that during the years 1961 - 62 and 

1968 - 69, rather than involving New Zealand in a loss of 88.2 million, 

Devco•s operations in faot netted the oountry over $6 million. In a 

study made by D.R. Edwards, he oaloulated the marginal revenue 

obtained by the New Zealand meat industry in diverting lamb exports 

away from the British market to North Amerioa during the said period. 

His appraisal concluded that such aotion had increased New Zealand's 

total revenue by $·14. 7 million over and above export returns had 

all the lamb been sent to the United Kingdom. 1 The 'loss• therefore 

was 'purely a book loss•. 2 

The ,oosts of preparation and distribution of lamb for the North 

American market are much greater than those for the United Kingdom. 

There are tariffs oni lamb in both the United States and Canada3 

{only since the reoent imposition of a lamb levy have duties been 

part of costs in the British market), higher freight rates on the 

east coast of North Amerioa where the bulk of New Zealand's lamb 

is shipped;4 and extra processing charges not encountered in shipments 

1n.R. Edwards, An Eoonometrio Study of the North Amerioan Lamb Market, 
Agricultural Economics Research Unit, Technical Paper No. 10, 
Linooln College, 1970. 

2 Ibid., P• 244. 
3~r to 1968 the United States tariff on imported lamb was US 3.5 

cents per lb. During the Kennedy Round tariff negotiations the 
United States agreed to reduoe the tariff progressively to 1.7 cents 
over a 5 year period to 1972. The Canadian tariff is 0.5 cents 
(Canadian) per lb. 

4see Appendix X. 
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to the United Kingdom.l 

It has been recently stated that Devco needs to sell 1.5 million 

lambs to spread its overheads adequately and achieve a balance sheet 

2 
profit. Its target during the present marketing year (1971 - 72) 

is 1. 3 million lambs. 3 The oompany believes that by lifting its 

quality control methods and by raising cutting yields it will 

progressively defray market development oostsa By present cutting 

methods only 75.2 per oent of the oaroase is suitable for shipment 

to North Amerioa.4 Although the economics of lamb cutting have 

always been marginal Devco's market demands a fabricated product and 

future profitability will depend on increased efficiencies in this 

process, as well as a greater volume of sales and higher prices. 

Selling prices for New Zealand lamb are consistently lower than 

for domestic fresh meat, but higher than Australian lamb. There 

appears to be a continuing prejudice against frozen red meats, even 

though American consumers readilY" buy frozen fish and turkey. The 

Meat Board is hoping, through consumer education, that the gap in 

price between domestic fresh and imported frozen lamb will olose as 

consumers become more familiar with the frozen produoto5 

Since January 1969 Devoo has been airfreighting chilled lamb to 

1A breakdown of individual oosts per 100 lb of lamb outs sent to 
North America is given in the Confidential Appendix. 

2Annual Report, New Zealand Meat Producers Board, 1971, p. 21. 

3Press, 24 March 1972. 

4wak:elin, Interview, Wellington, 9 June 1971. 
5nifferences in retail price between domestic fresh and imported 

New Zealand lamb in 3 American cities between June 1969 and July 1970 
are given in Appendix XI. 
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Canada on a commercial basis and although there appears to be a 

sound market for such lamb in the United States this avenue has 

not been pursued by the company because of the Meat Board's policy 

not to compete directly with the domestic produoer. 1 As Sir John 

Ormond told the annual convention of the National Wool Growers 

Association in Las Vegas in 1971: 

We have acted all along on the basis that with our frozen 
product and your fresh product we can be complementary to 
each other. 2 

This approach of trying to pacify American producer reaction, has 

made the· Meat Boardis North American lamb operation, to use the words 

of a report made by a sub~ommittee of the electoral committee of 

the Meat and Wool Boards, •not only a marketing operation but also 

an exercise in international diplomaoy•.3 

The worth of Devoo and the lamb promotional activities of the 

Meat Board in North America must be evaluated, not as an operation 

within itself, but as a part of New Zealand's overall lamb trading 

operations. Whether or not one accepts Edward's analysis in its 

entirety, evidence does seem to indicate that the diversification 

of lamb away from the British market to North America has had a 

strengthening effect on prices in the United Kingdom. Using this 

criteria alone, Devoe has been a success. But further to that, the 

1 Douglas, Interview, Wellington, 8 June 1971. 
2National Wool Grower, Vol. LXI, No. 3, March 1971, p. 21. 
3Report by the subcommittee of the Electoral Committee of the New 
Zealand Meat and Wool Boards set up to conduc~ a study of the Meat 
Export Development Company (Devoo). Findings published in The 
New Zealand Meat Producer, Vol. XIII, No. 4, January 1969, iii)." 15 - 20. 
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process of learning along the way and the knowledge gained by the 

Meat Board in prospecting this market must have contributed a great 

deal to the Board'a understanding of consumer demands in other markets, 

rather than attempting to sell a product developed for the British 

lamb consumer. It could be justifably said that North America was 

the first market in which the New Zealand meat industry had to adapt 

itself to become a food manufacturer, rather than a butcher, in order 

to successfully compete for consumer demand while at the same time 

trying not to create too much animosity between itself and the 

American sheep producer groups. To quote an editorial in a national 

United States sheep industry journal, The Shepherd, following a 

promotional campaign by the Meat Board in the Long Island area of 

New York and just a few months before agreement on the Lamb Promotion 

Co-ordination Committee: 

1 

The New Zealand onslaught on our major market area was heavily 
fina.nced and skilfully conduoted • • • We are left with no 
alternative but to get down to business and do those things 
we should have been doing ten years ago. Such as: Make a deal 
with these bright foreigners to work together in lifting the 
whole framework of lamb consumption in the United States to 
a plateau of 10 lb per capita by 1980. Use their light-weight 
lamb to complement our middle and heavy weights instead of 
competing with them. Share new development areas. Propose to 
them a programme of co-operative advertising of lamb, per se, 
without reference to country of origin ••• Such co-operation 
already has a valuable precedent in the harmonious relationship 
between the American Sheep Producers Council and the Wool Bureau, 
Inc •••• Yes there is a ray of sunshine behind those dust clouds 
kicked up by the New Zealand invasion - And if you will excuse 
our mixing metaphors, it could be the shot in the arm we 
needed to get us off what one observer has referred to as our 
•collective duffs'•l 

Quoted in The New Zealand Meat Producer, Vol. XIV, No. 8, May 1970, 
pp. 7 - 9. 
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III Evaluation 

· Although the American policy on meat imports is more liberal 

than that of a number of other countries, partioularly the EEC and 

Japan, this has not prevented the New Zealand government from 

voicing its disp1easure on many oooasions of a system of protection 

which sets ceilings on market expansion. Unlike the bulk of beef 

produced in the United States, imported beef is mainly used for 

manufaoturir.g and as such it has been filling a deficiency in 

domestic supplies •. The cattlemen lobby, however, has persisted in 

its claim.a that imported beef, veal and mutton compete directly with 

it and prevent them from obtaining higher prices for their product. 

Lamb is not included in the provisions of the.1964 Meat Import 

Law. Nevertheless sheep producer organisations, despite a continuous 

decline in domestic sheep numbers, have made a number of determined 

efforts to have similar restrictionsimposed on lamb imports. 

Since New Zealand began marketing meat in large quantities to 

the United States a number of significant changes have taken place 

in its meat industry and in the country's farming pattern. Beef 

prices have risen substantially and this, together with a relative 

decline in the profitability of sheep production, in particular, 

has meant that beef oattle have come to be regarded by many New 

Zealand farmers as income earners in their own right and not just an 

implement for pasture and roughage control. Greater interest at the 

national level has been shown in beef as an earner of overseas 

exchange and as a result more energy and scientific research is being 

devoted to increasing beef production. 



TABLE 4 - 13 

Year 

1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 

AVERAGE VALUE OF NEW ZEALAND MEAT EXPORTS, BY 
PRODUCT, 1954 - 1970, INCLUSIVE 

(Value f. o. b. ) 

Beef and Veal Lamb Mutton 

($NZ per Ton) 

148 330 118 
286 336 146 
r,At:. 
l:.'fU 374 146 
272 396 166 
450 356 150 
500 314 134 
450 330 118 
464 296 138 
448 298 134 
486 320 138 
478 358 180 
500 416 190 
596 376 196 
635 360 205 
804 427 205 
853 487 204 
924 487 277 

Source: New Zealand Meat and Wool Board's Economic Service, 
Annual Review of the Sheep Industry (various issues). 
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Between the years of 1958 and 1971, with the exception of 1965, 

the United States has imported, by value, between 22 and 32 per ~ent 

of New Zealand's meat exports each year. Sales in this market have 

been part of the ever increasing diversification of New Zealand meat 

exports away from the United Kingdom and the almost continuous increase 

in total meat export earnings (Table 4 - 14). 

New methods of preparation and stricter hygiene standards have 

had to be adopted by the meat industry to meet American market 

requirements. Preoutting, processing, packaging and conditioning of 



TABLE 4 - 14 DESTINATIONS OF NEW ZEALAIW MEAT EXPORTS, BY VALUE, 1954 - 1971, INCLUSIVE 

Percentage of Total hports: 
Year United United Other United United 

Kingdo.m States Destinations Kingdom Sta.tea 

-
( SNZ million) 

1954 94 .. 5 o.6 6,.6 92.,9 o.6 
1955 102 •. 7 0.9 14.3 87 .. 1 o.B 
1956 121 .. 8 0.9 18 .. 3 86 .. 4 0.,6 
1957 116.,4 9.8 15.4 82.2 6.,9 
1958 105 .. 7 50.0 13.5 62 .. 5 29.5 
1959 93.0 44 .. 0 10 .. 2 63.,2 29 .. 9 
1960 99.4 41.6 14 .. 0 64.1 26.8 
1961 100.8 43.2 16.8 62.7 26.9 
1962 101 .. 4 53.0 19.,0 58 .. 5 30.6 
1963 101.2 63 .. 4 25.0 53.,4 33 .. 4 
1964 127 .. 3 47 .. 3 33.2 61.3 22 .. 8 
1965 143.8 36.0 37 .. 2 66.3 16.6 
1966 124.2 48.8 39.2 58.5 23.0 
1967 116.2 64.8 42.6 52 .. 0 29.0 
1968 143.0 95.9 58.3 48.1 32.3 
1969 176.7 101 .o 91.6 47.8 27.3 
1970 178.2 125. 7 104-.1 43.7 30.8 
1971 178.4 140.4 117. 1 40.9 32.2 

Source: Reserve Bank of Nev Zealand, Bulletin (various issues). 

Note: Detail may not add due to rounding. 

Other 
Destinations 

6.5 
12.1 
13.,0 
10 .. 9 
a.o 
7,.9 
9 .. 0 

10.4 
10.9 
13.2 
16.0 
11.1 
18 .. 5 
19.0 
19.6 
24.8 
25.5 
26.9 

Total to all 
D estina:tions 

101 .7 
117.9 
141 .. 0 
141 .. 6 
169.2 
147.2 
155.0 
160.8 
173 .. 4 
189.6 
2crr .. a 
217 .. 0 
212.2 
223.6 
297.2 
369.3 
408.0 
435.9 

.... 
°' -.J 



meat have become increasingly important in an industry whioh has 

traditionally exported meat in oaroase form~ 
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Strict adherence to the required hygiene regulations have been 

a costly and often reluctantly accepted operation by the individual 

meat export companies. In international organisations, such as the 

OECD and the joint FAO/WHO Codex Alimentarius Commission, New Zealand 

has attempted to obtain international agreement on what constitutes 

good hygiene practices in meat slaughterhouses.I Stringent hygiene 

requirements can act as a formidable barrier to trade and there 

have been a number of bills introduced in the United States Congress 

in recent years with such intentions. 2 

Because of its greater stake in the United States the Meat 

Board has been more closely concerned with activities in that 

market than the other producer boards. Besides regular visits by the 

chairman and members and officials of the board, it has since the 

1I.G. Watt, 'The Impact of Overseas Hygiene and Inspection Regulations 
on the New Zealand Meat Industry with Particular Reference to the 
U.S.A. and the EEC'. Twelfth Meat Industry Research Conference, 
Proceedings, 1970. (Hamilton, The Meat Industry Research Institute 
of New Zealand, Publication No. 199), pp. 26 - 34. 

2For example a bill was introduced in the House of Representatives 
in 1970, and reintroduced in 1971 by the Chairman of the House 
Agriculture Committee, W.R. Poage, that sought to ban the importation 
of all food products from countries in which restrictions on the use 
of pesticides and •economic poisons' did not match those of the 
United States. Another bill introduced in the Senate during 1970 
was interpreted by American legal experts as to require exporting 
countries to adopt exactly the same standards and inspection 
requirements as those applying in the United States. The provisions 
of both these bills had no regard to varying circumstances in 
exporting countries, different local conditions, or the practical 
problems of meat handling. The latter bill would have required every 
single piece of New Zealand frozen meat sent to the United States to 
be thawed on arrival, inspected and then refrozen. Not only would 
the costs be prohibitive, but such action would also make the dangers 
of spoiling and contamination very real. Press, 5 October 1970 and 
11 February 1971. 



early 1960s maintained an offioe in New York. New York is not 

only the main centre of shipping for New Zealand meat, but also 

the headquarters of the Meat Importers Cou.~oil, the main domestic 

lobbying group for increased meat imports and therefore an 

organisation which the Board keeps very close oontaot with. The 

importance the board attaches to this office oan be seen by the 

fact that its North American director of its operations has equal 

standing with the general manager of the board in New Zealand. 1 
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The board regards regular contacts with the various American 

sheep and cattle producer organisations to be of vital importance, 

for greater understanding at this level is considered to be the 

best 'insurance• against the imposition of further protectionist 

legislation that would curb New Zealand's meat exports to that 

market. As Sir John Ormond told the 1972 Lincoln College Farmers' 

Conference: 

••• markets were simply people; that it took people to make 
problems and people to end them, and that personal communication 
should be the main marketing weapon.2 

l The present New Zealand general manager of the Meat Board, G. Anderson, 

2 

was prior to his appointment the board's North American director, 
while the present North American director, H.C.M. Douglas, was 
previously the board's New Zealand general manager. 

Press, 19 May 1972. 



CHAPTER V 

WOOL 
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The United States oontinues to be the only major country which 

imposes a tariff on raw wool importse New Zealand, as the third 

largest producer of wool and the second largest exporter of wool, 

behind Australia, has naturally looked upon the .American wool tariff 

as a hindrance to its trade in this commodity. On a number of 

occasions in the last three decades the American wool tariff has 

been the subject of much debate and a oentral topic in trade 

negotiations, both suoc:ressful and unsuccessful from New Zealand's 

point of view. As Donald Blinken remarks: 

The wool tariffs have traditionally been at the center of 
American tariff battles. For all practical intents and 
purposes, the 1929 Smoot-Hawley tariff debates ware waged 
about Sohedule 11, that section of the tariff laws dealing 
with wool and wool manu.faoturea~ 1 

When the General Agreement on Tariffs and Trade, concluded 
by the State Department at Geneva, was released in 
November, 1947, the comparative oalm with which it was 
greeted was marred only by the backwash of the wool tariff 
controversy. The New York Times reported that 'there were 
3,500 American products listed for tariff reduction in a 
State Department announcement, November 17, but the western 
wool growers, members of Congress, and Chamber of Commerce 
officials had eyes for only one - wool' • 2 

This chapter examines the importance of the American wool market 

to New Zealand and the nature of political restraints which have 

inhibited and are inhibiting the further development of this market 

1nonald M. Blinken, Wool Tariffs and American Policy (Washington, 
D.C., Publio Affairs Preas, 1948), p. 9. 

2Ibid. 



TABLE 5 - 1 IiUwOR WOOL PRODUCING, EXPORTING .AND IMPORTING COUNTRIES, ·1969 

Producing Countries& Exporting Cotmtriesb Importing Countriesib 

Country Million lb % Country Million lb % Count:z~y Million 11b % 

Australia ::!, 043.,4 32.,8 Ausrtra.lia 1, 622.,9 47 .. 8 Japan 696.,2 20 .. 8 
USSR 860.0 13.,8 New Zealand 713 .. 9 21.0 Uni tecll Kingdom 518.,0 15 .. 5 
New Zealand 735.,0 11 .. 8 South Africa 258 .. 6 1.6 FrancE~ 355,.6 10.,6 
Argentina. 439 .. 2 7 .. 1 Argentina 222 .. 6 6.,6 Italy 299.,4 8.9 
South Africa 352 .. 0 5.,7 France 85.,4 2 .. 5 Uni tecll States 249 .. 5 7.,4 
United States 194 .. 9 3., 1 Uruguay 84 .. 3 2.5 West OfeI'marJ.Y 241 .. 3 1 .. 2 
Urugua_y 165.,3 2.,7 Brazil 44.,5 1 .. 3 BelgiuLm 213 .. 3 6 .. 4 
United Kingdom 114 .. 0 1 .. 8 Uni tad Kingdom 39.0 1., 1 USSR 167 .. 1 5.0 
Turkey 105.,8 1 .. 7 Belgium 36.8 1 .. 1 Ea.st Germ&'lY 48,.6 1 .. 5 
Other countries 1, 218 .. 5 19 .. 6 Other countries 290 .. 2 8 .. 5 Other countries 562 .. 4 16.8 

Total 6, 228 .. 1 100 .. 0 Total 3,398 .. 2 100.0 Tota.l 311351 .. 4 100 .. 0 

Source: u.s.D.A., Agricultural Statistics, 1971. 

8Grea.sy basis. Includes shorn, pulled wool, and wool exported on skins, with the latter two converted 
to a. greasy basis. Wool produced in the spring in the Northern Hemisphere is combined with that 
produced in the sea.son beginning 1 July or 1 October of the same year in the Southern Hemisphere., 

bActual weight. Excludes wool on the skins, and r~exports where possible; imports in most cases 
refer to gross imports,. 

I-' 
-3 
I-' 
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as an outlet for New Zealand wool 

United States Wool Polioy 

In the world trade of raw wool and wool products the United States 

oooupies a unique position. Besides being the world's sixth largest 

wool producer, it also normally needs to supplement its domestic 

production by importing over two-thirds of its total raw wool 

requirements. On top of this, the United States is a large importer 

of wool products. Between 1965 and 1970 almost 30 per oent, on a 

raw wool equivalent basis, of total American wool consumption 

consisted of imported wool products (Table 5 - 2). The other major 

importing and manufacturing countries of Western Europe and Japan are 

small wool producing countries and unlike the United States, with 

the exception of West Germany, export a large portion of their 

manufactured wool products. 

Raw wool imports in.to the United States have usually had a 

strong competitive advantage over domestio wools, not only price-wise, 

but also because of their general wiiformity and mill desirability, 

and better preparation. 1 Thus the ability of wool exporting countries 

like New Zealand to substantially enlarge their markets in the 

United States by displacing aome domestic wools has been 'largely 

dependent on the American policy of sheltering and fostering the 

domestio wool industry•. 2 

1u.s.D.A~, Economic Research Service, Marketing Economics Division 
Fibres and Grains Branoh, The Domestic Wool Marketing System, by 
Charles A. O'Dell (Eoonomio Research Service Publication 400, 1969), 
p. 1. 

2M. Polasek, •u.s. Wool Polioy and its Effects on Apparel Wool Imports•, 
The Australian Journal of Agricultural Eoonomios, Vol. VI, No. 2, 
December 1962, p. 9. 



TABLE 5 - 2 UNITED STATES RAW WOOL PRODUCTION, IMPORTS AND MILL CONSUMPTION t AND THE RAW WOOL 
EQUIVALENT OF WOOL PRODUCT IMPORTS, 1960 - 1970, INCLUSIVE 

U .s .. Domestic U.S. Imports U.S. Mill Consumption U.S. Imports of Wool Total u .. s. 
Production of of Raw Wool of Raw Wool Products - Ra.w Wool 

Raw Wool rfool Equivalent Consumption d 

Apparel Non-apparel 
(dutiable) ( duty :frei!) 

Greasy Clea.11 Clean Clean 
Basis Basil~ Basis Basis 

1960 298.9 144.6 74.3 153 .. 9 
1961 293.,7 142.5 90.3 157 .3 
1962 276.,5 133.,4 125.8 143.,5 
1963 261.2 126.2 1<)9.2 168.0 
1964 237.4 119.,6 98.4 113 .. 4 
1965 224.8 113. ii · 162.6 108.9 
1966 219.2 110.6 162.5 114.6 
1967 211.3 106.,4 109.1 78.2 
1968 198.1 99 .. 1' 129.8 119.6 
1969 182.8 91 .. 5 93.5 95.7 
1970 176.3 87.,9 79.8 73.3 

Apparel Non-apparel 

Clean Clean . 
Basisa Basis 

(million lb) 

234.1 156.4 
249.9 141.6 
226.2 141.5 
238.7 152.4 
222.2 116.6 
261.0 106. 7 
253.3 98.4 
217 .3 79.7 
226.4 86.8 
208.0 89.1 
155.6 72.8 

Apparel 

Cl•ean 
Basisa b 

5:2.6 
43.2 
62.1 
68.9 
58 .. 2 
78.9 
79.4 
70.1 
90.2 
8:2.6 
74.2 

Non-apparel 

Clean 
Basisa. c 

73.,5 
77.,9 
76.,3 
76.0 
75 .. 9 
69.4 
56 .. 3 
45.6 
48 .. 4 
40 .. 6 
36.5 

Clean 
Ba.sis 

516.,6 
512.6 
546 .. 1 
536.,0 
472 .. 9 
516.0 
487.,4 
412.9 
451.8 
420.3 
339.1 

Sources: u.s.D.A., ]fool Statistics and Related Data. 1930 - 1969; Agricultural Statis•tics1 1971; and 
Wool Situa1~, February 1972. 

clirhe 'clean' quantiti.es were obtained. by conversion :fro~ scoured basis a.t 95 per cent. 

bConsists of tops and advanced wool, yarns, woven fabrics, wool blankets, wearing apparel and other 
manufactures. 

cconsists of noils, wastes, carpets and rugs. 

dSum of U .s. mill consumption of raw wool and U .s. imports o:f wool products, raw wool equivalent lt>asis. 1--1 
--J 
1.,.1 
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The baaio defensive measure has been the levyins of specific 

tariff duties of varying height on apparel wools. It is this type 

of wool whioh is regarded as a potential, threat to the finer 

domestic grades. Some of the coarser wools, on the other hand, 

whioh do not compete directly with domestic grades, have been 

gradually exempted :f:'rom tariff duties over the last 40 years • 

. The basis of the current Amerioan tariff policy for raw wool and 

wool products was established in the Smoot-Hawley Tariff Aot of 1930. 

It set rates for ~aw wool which in general were the highest in the 

history of the wool tariff since 1816.1 Three separate tariffs are 

defined under this Aot: 

1. a specific tariff on imported raw apparel wool, the 
effeot of whioh is to protect the domestic produoer; 

2. a speoifio tariff on the raw wool oontent of imported 
manufactured products. This is designed to compensate the 
looal wool textile industry for the higher prioe of raw 
apparel wool whioh results from tariff lJ 

3. an ad valorem tariff on imported wool produots, the effect 
of whioh is to protect the domestic wool textile industry. 

Tariffs 1. and 2. are related and tariff 3. is fi~ed independently. 2 

The Smoot-Hawley Aot fixed a duty of 34 cents per lb olean 

oontent3 on raw wool. Carpet type wools not finer than 4o•s quality 

1u.s. Congress, Report to Suboommittee on Foreign Eoonomio Polioy of 
the Joint Eoonomio Committee, Trade Adjustment in Theory and · 
Praotios, by Otto R. Reisoher (Washington, D.C., Government 
Printing Office, 1961), p. 64. 

2R. $ohufft, 'United States Wool Policy and Australia's Wool Export 
Trade', Quarterly Review of Agricultural Eoonomios, Vol. XXIII, 
No. 3, July 1970, p. 124. 

3rt talces about 1.4 lb of greasy New Zealand wool to yield 1 lb 
clean (scoured) oontent. 
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were given duty free olassifioatione 1 At the GATT negotiations in 

1947 a reduction of 25 per oent was achieved on the raw wool tariff 

duty. Thus the tariff was lowered to 25.5 cents per lb clean basis 

and except for the 10 per cent surcharge taJ.: imposed by President 

Nixon on all American non-quota dutiable imports between August and 

December 1971,2 has remained at that level ever since. 

The only modifications to the raw wool tariff schedule since 

1947 has baan the grar,ting of duty-free status to carpet wools not 

finer than 46•s.3 and a 50 per cent duty reduction on raw wool not 

finer than 44's where they are not used for carpets. The latter, 

together with a 50 per cent reduction on all grades of sheepskins, 

was granted during the GATT Kenned_y Round negotiationsQ These 

reductions were made in five annual stages, the first of whioh took 

place on 1 January 1968 (see Table 5 - 3). 

l 
Wool is generally divided into different grades or quality numbers 
aooording to spinning or fineness. Expressed in the Bradford count 
system it ranges from 36 9 s for coarse to 80's for very fine. These 
numerical counts are regarded officially merely as a measure of 
wool fineness. Originally they indicated the number of hanks of 
worsted yarn (each 560 yards long) that could be spun from wool 
weighing one pound in yarn form. More hanks of yarn generally can 
be obtained from finer wools. In practice the assignment of 
numerical grades to a given lot of wool is affected by faotors in 
addition to fineness such as length, crimp, presence of foreign 
matter .and so on. In general the numerical grades used in the United 
States. are one grade coarser than the Bradford or English system. 
For greater detail on this point see Appendix XII. Where possible, 
the wool grades indicated throughout this thesis will refer to 
the United States numerical system. 

2During this period the tariff was 27.5 oents. 

3Public Law 85 - 418, 19 May 1958 amended the Tariff Act of 1930 
on a two year trial basis in extending the duty-free status to 
carpet wools not finer than 46•s. It was not until Publio Law 
86 ~ 557, 30 June 1960 that this was permanently enaoted. 



TABLE 5 - 3 UNITED STATES TARIFFS ON RAW WOOLS 

Finer than 4o•s 
40' s & Coarser Through 44's 

1971 1972 1971 1972 

(per clean lb) 

On the skin 6.,5c 5.,5c 9.,0c 7.,5c 

In the grease or washed 
Not sorted 7.5 6.5 10.0 8.5 
Sorted 8.0 1.0 10 .. 5 9 .. 0 

Scoured 9 .. 8 B .. o 12 .. 0 10.0 

Carbonised 13.,8 11.5 16 .• 2 13.5 

Source: Tari:f:f Sichedule& of' the United Stai;es A.nnotated!L 1971, Schedule 3. 

Finer than 44' s 

1971 1972 

14.4c 12.0c 

25.5 25.5 
26 .. 25 26.25 

27. 75 27. 75 

33.0 33.0 

i...J 
-.:i 

°' 
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United States Woolgrowing Industry 

Sheep producers are found in all 50 states, but the large-scale, 

range-type sheep production in the West is the principal souroe of 

the domestic wool aupply. 1 Seventy three per cent of the Amerioan 

stook sheep population are found in the 12 Western States and Texas.2 

At the beginning of 1971 five states, Texas, Wyoming, California, 

Montana and South Dakota,aooounted for 49 per oent of the total 

stock sheep on farms.3 There are at present 15.8 million stock sheep 

in the United States.4 

On a national basis, the income received from the sale of lambs 

represents two-thirds to three-quarters of the total income of the 

sheep industry, with wool sales accounting for one-fourth to 

one-third of the total.5 In states where grass and other forage is 

more abundant, the emphasis is on lamb production. In these areas 

income from lamb may account for more than three-quarters of the 

producer's total income. However, in the more mountainuous and 

arid states, where lambs oannot be grown to market condition without 

further finishing on pastures or in feedlots, there is greater 

emphasis on wool production. In these areas.,wool may account for 

more than half of the producer's total inoome. 

1 'Range-sheep States' include the 12 Weste;rn States (including South 
Dakota) and Texas. 

2Edwin E. Marsh, Executive Secretary-Treasurer of National Wool 
Growers Association in Berg, Public Hearings, op.cit., p. 64. · 

3u.s.D.A., Livestock and Meat Situation, March 1971, p. 14. 

4u.s.D.A., Wool Situation, February 1972, p. 5. 
5Berg, Public Hearings, op.cit., p. 65. 



Prior to the Second World War the only direct Government 

protection for the American woolgrower came from the tariff on 
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raw wool. The Government-appointed Commodity Credit Corporation 

during the 1930s acted as a wool marketing agency. However, 

although wool prices reached an all-time low in 1932, and were 

depressed in 1935 and 1938, on the whole they were above parity and 

showed a muoh better average than the general level of farm prices 

in the United States. 1 Thus, although the Commodity Credit 

Corporation advanced loans to woolgrowers during depressed years, 

it did not attempt to support or stabilise prices for wool as it 

had done for a nwnber of other agricultural commodities. 

During World War II the entire Amerioan wool olip was consigned 

to the Commodity Credit Corporation, thereby suspending free 

market operations. In 1943, for the first time, arrangements to 

stabilise wool prioes were introduced. Free market operations were 

resumed in 1947, but with the retention of prioe supporting machinery, 

the National Wool Act of August 19472 provided for.a dire~t subsidy 

payment· to growers and was calculated to guarantee them an agreed 

unit price of 42.3 cents a lb for all the wool they solde3 However, 

it was not until wool prices weakened in 1952 that active price 

support on a large scale became operative. 

Early in 1954, a new approach to the wool problem was proposed 

by the Administration. Direct payments were to be made to growers 

1 Benedict and Stine, op.cit., p. 338. 
2Public Law 80 - 360. 

3congress and Nation, I, p. 686. 
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at the end of the season in amounts sufficient to make up the 

difference between the average prioes received by growers and the 

specified incentive prioes. In other words, direct support was to 

be given to the woolg:rowers by way of a deficiency payments 

programme which bridged any gap should the American market price be 

lower than a guaranteed producer support prioe9 

Th1.s plan eventually was incorporated in the National Wool 

Aot of 1954,l which is the basis of the current grower support 

polioy. 2 One of the aims of this Act was to encourage the expansion 

of domestic production of wool3 which, at that time, was regarded 

as a commodity of strategic importanoe.4 Synthetic fibre production 

was relatively small and not considered a viable substitute. The 

incentive payments to growers were therefore to be set at a level 

consistent with the production objective envisaged in the Aot. 

The support prioe is announced at the beginning of each 

marketing year by the U.S.D.A. and is adjusted by the Department 

to between 90 and 110 per cent of its parity index. The prioe support 

is therefore set 0 without any reference to the level of international 

l 
Title VII of the Ag:doul tural Aot of 1954, Publio Law 83 - 690. 

2National Wool Aot has been etiended in 1958, 1961, 1965 and 1970$ 

3up until this time American produotion of wool had been declining. 
From a peak of 455 million lb, greasy basis, in 1942 production had 
fallen by nearly 40 per cent in 1954, to 279 million lb. u.s.D.A., 
Wool Statistics and Related Data, 1930 - 1969, Po 7. 

4To quote Section 702, Public Law 83 - 690s 'It is hereby recognised 
that wool is an essential and strategic commodity which is not 
produced in quantities and grades in the United States to meet the 
domestic needs ••• and it is the policy of Congress as a measure of 
national security and in promotion of general economic welfare, to 
enoourage the annual domestiCl produotlon of approximately three 
hundred million poU1.1ds of shorn wool, grease basis, at prices fair 
to both producers and consumers in a manner which will have the least 
adverse effects upon foreign trade'. 
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wool prices or the height of the tariff'.l 

The Act further provides that support payments be financed from 

the proceeds of the wool tariffs. Such payments may not exceed 70 

per cent of the accumulated totals of specific duties on wool and 

wool products accumulated after 1 January 1953, under S'ohedule 11 of the 

Tarriff Act • of 1930, as amended.2 These provisions of the Wool Act 

are the only direct link between the price support programme and the 

tariff policy. As one authority has remarked, 'The connection with 

customs receipts••• [has] tended to give the incentive payments a 

permanence they might not otherwise have possessed•.3 

· Unlike other Unfted States agrioul tural price support legislation, 

the National Wool Act is unique in that the burden of maintaining a 

high price support level for American wool production is transferred, 

in effect, onto the foreign wool producer and manufacturer. The 

American woolgrower has the dual protection of a tariff and a 

deficiency payments scheme. 

Policy Impact 

It can be reasonably assumed that the raw wool tariff has tended 

to reduce the flow of raw wool imports into the United States. By 

increasing the market price of wool the tariff mak~the manufacturing 

of wool products less profitable relative to the manufacturing of 

1sohufft, op~cit., p. 126. 
2originally the Act provided that only revenue from the two specific 
wool tariffs be used for the fund but the Agricultural Act of 1958 
(Public Law 85 - 835) changed this limitation to include revenue 
from the ad valorem wool products tariff collected after 
1 Januaryl953. 

3p.w. Bidwell, Raw Materialss A Stu~y of American Policy (New York, 
Harper Brothers for the Council on Foreign Relations, 1958), p. 237. 
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synthetic fibres. Textile manufacturers therefore use less wool 

and more synthetics than otherwise would be the case. Wool use in 

the United States has declined 15 per cent during the last decade, 

while the use of all fibres has increased some 53 per cent. 1 

The deficiency payments scheme and the wool product tariffs 

have not had the desired impact originally intended by legislation 

on their respective markets. As indicated in Table 5 - 2, domestic 

output, instead of increasing, has declined. Indeed, between 1955 

and 1970 shorn wool output in the United States decreased by over 

30 per cent (Table· 5 - 4). In the case of wool products, despite 

having to surmount a high tariff, imports have increased from 77 

million lb, on a raw wool equivalent basis, in 1955 to a peak of 

148 million lb in 1965. Imports have fallen since 1965 but are 

still well above the 1955 level (see Table 5 - 2). 

In the end the American oonsurner pays for the raw wool tariff by 

wa;y of higher prices for wool clothing. A recent paper,2 investigating 

the welfare costs of changing the present system of protecting the 

United States raw wool market, argues that the American consumer and 

taxpayer, would in 1963 have been better off to the extent of between 

$US 13 million and $US 26 million, depending on the particular elasticity 

of demand used, if the raw wool tariff and the compensatory duties 

on wool products were abolished, and the support price for domestic 

1Battelle Memorial Institute, New Zealand Wool Marketing: A Report to 
the New Zealand Wool Board (Columbus, Ohio, Battelle Memorial 
Institute, 1971), p. 8. Hereafter cited as the Battelle Report. 

2Rachel Dardis and Janet Dennisson, 'The Welfare Cost of Alternative 
Methods of Protecting Raw Wool in the United States', American 
Journal of Agricultural Economics, Vol. LI, No. 2, May 1969, pp. 
303 - 319. 



TABLE 5. - 4 UNITED STATES WOOL PRODUCTION AND PRICE SUPPORT 
OPERATIONS, 1955 - 1972, INCLUSIVE 

Shorn Wool Wool Price 
Marketing Productionb per lb 
Yeara Greasyc 

1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 

Million lb 

260.2 
254. 3 
156.1 
300.1 
256.3 
255.0 
259.7 
237.3 
169.'6 
198.2 
195.0 
170.5 
188.9 
176.5 
159.5 
148.0 
165.0 

Cents 

42.8 
44.3 
53.7 
36.4 
• "I "I q..) • .) 

42.0 
42.9 
47. 7 
48.5 
53.2 
47. 1 
52.1 
39.8 
40.5 
41.8 
35.5 
19.4 

Wool 
Incentive 
Price per 
lb Greasy 

Cents 

62.0 
62.0 
62.0 
62.0 
62.0 
62.0 
62.0 
62.0 
62.0 
62.0 
62.0 
65.0 
66.o 
67.0 
69.0 
72.0 
72.0 
72.0 

Source: u.s.D.A., Wool Situation, April 1972. 

Wool Payment 
Rate per lb 

Greasy 

Cents 

19.2 
17.7 
8.3 

25.6 
18.7 
20.0 
19.1 
14. 3 
13.5 
8.8 

14.9 
12.9 
26.2 
26.5 
27.2 
36.5 
52.6 
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8year beginning 1 April for 1955 - 1962, 9 month period beginning 1 April 
for 1963, and calendar yea:r for 1964 to date. 

bunadjusted for weight of unshorn lambs purchased. 

cAverage price per lb received by growers for wool sold during the 
marketing year. 

wool was maintained by means of a larger deficiency payment.1 

1This.study also investigated two other alternative policies and 
compared them with the existing system. By abolishing the raw wool 
tariff, but leaving intact the compensatory duties on wool textiles, 
they estimated that the American eoonomy would suffer a loss of between 
$US 23 million and $US 73 million arising from the stimulation of 
domestic production of wool textiles in response to lower input prices. 
A third alternative examined by Dardis and Dennisson was the abolition 
of defioiency payments while raising the tariff on raw wool sufficiently 
to maintain American woolgrowers' incomes. This method of protection, 
of course, would raise the United States market price of raw wool. 
Suoh a move, they calculated, would cost the American economy 
between $US 21 million and $US 42 million. flli• 
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Crammatlee and Dardis1 in a more recent stud¥, calculated on 

protection afforded to the United States wool industry during 1965, 

found that if all tariff controls on both raw wool and wool products 

were replaced by a system of deficiency payments whioh protected 

both the American woolgrower and the domestic wool textile industry, 

the United States consumer and taxpeyer would have saved between 

$US 41 million and SUS 83 million. 

There have been only two published studies whioh attempt to 

measure the trade impact of changing the Amerioan wool policy. 

R. Sohufft, of the Bureau of Agricultural Economics, Canberra, 

has carried out the most thorough appraisal available on the effects 

of the wool tari·ff'. He estimates that the cost of the United States 

wool tariff to Australia alone is between SA 37 million and IA 73 

million a year in lost export income. 2 Professor Houck, of the 

University of Minnesota, reaches rather different oonolusions.3 

He estimated that the net trade gain to Australia resulting from 

the removal of the United States tariff on raw apparel wool imports 

would have been SA 10 million in 1966, assuming there was no change 

in the support payments to American woolgrowers. Houok further 

calculated that if the support scheme was abandoned when the tariff 

was removed, the net gain to Australia would have been $A 21 million. 

1Edith Crammatlee and Rachel Dardis, •cost of Protection of the 
U.S. Wool Sector•, Economic Record, Vol. XLVI, No. 113, Maroh 1970, 
pp. 96 - 105. 

2schufft, op.cit. 
3Jarnes P. Houck, 1Wool Policy in the United States: Its Direot Impact 
on Australian Exporters•, The Australian Journal of Agricultural 
Economics, Vol. XII, No. 1, June 1968, pp. 16 - 23. 



Sohufft, in his paper, calculated that if the tariff on raw wool 

imports was removed an increase of between $A 28 million and 

$A 57 million to Australia's wool export income could have resulted 

in the 1967 - 68 wool selling season. The removal of both the raw 

wool and compensatory wool product tariffs, he estimated, could 

have resulted in a gain in Australia's wool export income in 

1967 - 68 of between $A 37 million and $A 73 million. 

The reason for the difference between Houck and Sohufft's 

analysis is that Houck did not take account of the consequent rise 

in the world price of raw wool, which would result directly from the 

abolition of the American tariff, nor did he consider a reduction in 

the compensatory tariff on apparel wool products. 

No such published analysis has been made of the effect of the 

wool tariff on New Zealand sales of apparel wool. However, if one 

compares Australian and New Zealand sales of apparel wool to the 

United States, as indioated in Table 5 - 5, a rough indioation, 

with Sohufft's analysis in mind, oan be got of the tariff's effem. 1 

The Minister of Overseas Trade, J.R. Marshall, in a press 

statement after President Nixon's announoement of a surcharge of 

10 per oent on dutiable imports, said that the surcharge tax would 

cost New Zealand another $425 9 000 per year if it remained a 

permanent feature of the American tariff policy. In 1970 New Zealand 

1For a current estimate of the impaot of the U.S. raw wool tariff 
on the sale of apparel wools to the United States, see Confidential 
Appendix. 



TABLE 5 - 5 

Apparel 
Argentina 
Australia. 
New Zealand 
South Africa. 
Urugu~ 
Other 

Total 

Non-apparel 
Argentina 
India 
Iraq 
New Zealand 
Pakistan 
Syria 
Other 

Total 

Grand Total 

UNITED STATES WOOL IMPOR11S FOR CONSUMPrION, CLEAN CONTENT, BY COUNTRY OF ORIGill, 
1960 - 1970, INCLUSIVr 

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 

(million lb) 

7.0 6 .. o 10.1 12.8 12.0 17 .. 6 21.4 8.4 8.3 3 .. 7 
26.5 30.0 51.6 44.4 43.6 71.,5 65~8 54.8 58.7 50.5 
9 .. 5 10 .. 6 16.0 16.1 15.5 20,.6 25.0 18.8 23 .. 1 17.6 

17.,2 25.7 29 .. 7 19.6 18.0 21 .. 7 21.6 15 .. 0 16.9 10.4 
10 .. 2 13.1 12 .. 7 11.8 2.1 22 .. 4 18.8 5.6 13.5 7.3 
3.,9 4.,3 5.7 4-'.5 6.6 9 .. 0 10.0 6.5 9 .. 3 4.0 

74.3 90.,3 125.8 109 .. 2 98 .. 4 162.6 162.5 109 .. 1 129 .. 8 93.,5 

45.8 47.6 47.4 41 .. 7 23.2 20.4 33.5 25.9 34.2 20.5 
5.0 4.1 1.3 1.4 4.3 0.9 1.3 10.3 - -
7.5 1.0 5.4 6.6 5.1 3.2 1.8 0.4 0.,5 0.1 

45.8 52.1 49.8 66.4 46.2 56.1 52.1 31.0 55.1 52.8 
1'1.6 14.9 12.0 10. 7 6.4 6.2 3.6 3.3 4.3 3.3 
1.2 5.2 3.3 5.6 4.7 2.5 4.1 ·t .9 1.8 1.3 

31.0 26.4 24.3 35.6 24.0 19.6 18.2 15.4 23.7 11.1 

153.9 157 .3 143.5 168.0 113.9 108.9 114.6 78.2 119.6 95.7 

228.2 247.7 269.2 277 .2 212.3 211.6 277.2 187 .3 249.4 189.2 

Source: u.s.D.A., A~icultural Statistics1 1210 and 1211• 

1970 

4 .. 1 
32 .. 2 
16 .. 7 
9 .. 1 

11 .. 2 
6.,5 

79.,8 

16 .. 0 
o .. 1 
o.6 

42.,0 
0 .. 9 
0.9 

12.8 

73.3 

153.1 

~ool not advanced in a:ny manner or by a process of manufacture beyond washed, scoured, or carbonised 
condition. .... 

CD 
\.1\ 



sold 16.65 million lb of dutiable wool to the United States with 

a total duty of $4.25 million. 1 

New Zealand and the United States Wool Market 

186 

As Figure 5 - 1 indioates, wool was the dominant item earning 

dollars for New Zealand in the deoade immediately after the Second 

World War. It was only when New Zealand began shipping large 

quantities of beef to the United States in 1958 that meat superseded 

wool as New Zealand's most important export, by value, to the United 

States (compare Table 5 - 6 with Table 4 - 14). 

The United States has regularly been among the top three importers 

of New Zealand wool since 1945 and any ohange in demand for wool 

in this market has naturally had major repercussions on the New 

Zealand wool industry. The tariff on raw wool has been one of those 

faotors whioh has affected demand. The fact that this duty proteots 

the American sheep industry has not in itself been of major concern. 

'It is rather that the American wool-producing industry is not large 

enough - imports are essential - to warrant a method of protection 

calculated, since the tariff raises prices, to restriot American 

users' consumption of raw wool, especially in competition with 

synthetios 1 • 2 

The tariffs on wool and the level of protection given to the 

United States woollen textile industry has been of greater concern 

to the finer-Merino type wool producers, such as Australia, than to 

1Press, 17 August 1971. 
2J.G. Crawford, Australian Trade Polio 
Australian National University Press, 

2 - 1966 (Canberra, 
, p: 390. 
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TABLE 5 - 6 

Year 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 

NEW ZEALAND WOOL EXPORTS TO THE UNITED STATES, 
BY VALUE, AS A PERCENTAGE OF TOTAL NEW ZEALAND 
WOOL EXPORTS, 1950 - 1971, INCLUSIVE 

Quantity 

($NZ million) 

26.4 
40.4 
30.0 
21.3 
14. 7 
17.7 
26.1 
16.7 
22.0 
38.8 
30.5 
Jl.2 
32.4 
42.1 
39.3 
34.4 
38.1 
21.1 
31.0 
31.2 
24.5 
25.0 

Peroentage 

15.6 
16.2 
20.1 
12.1 
1 8.2 
9.5 

13.2 
7.7 

13.4 
19.7 
14.6 
15.2 
16.1 
16.9 
14.5 
15.4 
15.4 
15.0 
15.4 
13.0 
11.7 
11.7 

Sources Reserve Bank of New Zealand, Bulletin {various issues). 

New Zealand, because New Zealand's interests are primarily in 
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coarser wools where American tariff protection is less severe. ·But 

New Zealand's concern with the American tariff has only been eroded 

by reductions negotiated in the wool duty and the exemption from 

duty of non-competitive coarser wools, of which New Zealand is a 

producer. Nevertheless the American wool tariff is still applied on 

the main grades of New Zealand wool and this in recent years has been 



subjeot to much debate and negotiation. 

The 1947 GATT negotiations, more than any other oooasion 

sinoe World War II, illustrate the political power of the wool 

pressure groups in the United States. 
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As has already been noted above, the Smoot-Hawley Aot of 1930 

imposed a duty of 34 cents a lb clean content on American wool 

imports of apparel wool. The United States after the Second World 

War wanted a contraction of the existing preferential system within 

the Commonweal th and was prepared to negotiate tariff concessions 

to Commonwealth countries in return. At the Geneva second session 

of the preparatory committee of the United Nations Conference on 

Trade Employment in 1947, the United States aimed to remove 

restrictions and encourage the maximum movement of goods with 

low-tariff arrangements. For Australia and New Zealand the most 

important bilateral disoussions at Geneva were those oonduoted with 

the United States. Both countries wished to gain a substantial 

reduction on the high duties imposed by the United States on 

agricultural commodity imports, the most important being wool. 

The bulk-purchase arrangements for wool with the United Kingdom 

ceased with the disposal of the 1945 - 46 clip. The United Kingdom 

had made arrangements at the beginning of the war to purchase 

1,500 million lb of wool annually from New Zealand, Australia and 

South Africa. Although it was not anticipated, a stockpile of 

3,230 million lb had accumulated in Britain, 1 together with large 

1n.L. Evans, A Histor of A icultural Production and karketin in 
New Zealand Palmerston North, Keeling & Mundy, 19 9 , p. 93. 
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quantities still being held in the supplying countries. After 

consultations between the Commonwealth governments a Joint Wool 

Marketing Organisation was set up to dispose the wool. With domestic 

wool prices at a high level in the United States, and the faot that 

most woollen mills in that country preferred foreign wools to 

domestic grown wool, if the former could be obtained at a comparable 

price, the United States provided a valuable outlet for Commonwealth 

wool stooks. 

The United States market grew enormously for Commonwealth 

wool in 1945 - 46; Only 3.1 per cent or 26 million lb of Australian 

wool exports had gone to the United States between 1934 and 1938, 

while in 1945 - 46 43.9 per cent or 340 million lb went to that 

market. The corresponding New Zealand figures were 5.7 per cent or 

15 million lb from 1934 to 1938 and 33o3 per oent or 116 million lb 

in 1945 - 46. South African figures rose :from·o.9 per oent (2 million 

lb) to 33.1 per oent (129 million lb). 1 

As has already been noted, the United States instituted during 

the Seoond World War a wool stookpiling programme and it purchased 

all domestically produced wool at a fixed price. By December 1946 

a stockpile of 480 million lb, greasy basis, had emerged. 2 No real 

reduction in the stockpile oould be achieved beoause the Commodity 

Credit Corporation was not authorised to sell below the price support 

level and more attractively priced and prepared wools from New Zealand, 

Australia and South Africa were being bought by mills. Woolgrowers, 

1Press, 27 May 1947. 
2Benedict and Stine, op.oi\., p. 346n. 
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mainly from the Western states, claimed that despite the difficulty 

of selling wool stocks the price support of 42.3 oents was not 

adequate enough to make reasonable profits. 1 

American woolgrowers, led by Sen. Edward Robertson, a 

Republican from Wyoming, introduced a number of bills into Congress 

in 1946 which endeavoured to provide price supports at levels at 

least equivalent to those received in 1946, for the years 1947 and 

1948, despite the difficulties of disposing the existing wool stocks. 

The main bill, known as the Robertson Bill, also proposed that the 

Commodity Corporation be authorised to sell the present stocks of 

wool at competitive prices. In this form the Bill was passed by the 

Senate and sent to the House of Representatives on 10 April 1947. 

This was the same dey as tariff negotiations were opening in Geneva. 

In the House of Representatives an amendment to Section 22 of 

the Agricultural Adjustment Act was added to the Robertson Bill to 

provide for the imposition of fees on any imported article by the 

President, after investigation by the Tariff ColllilliBaion, if it should 

be found that imports of that article interferred materially with 

the wool support programme. The purpose of suoh an increase in 

the tariff waa to raise the price of imported wools to an amount at 

least equal to the proposed domestic price support level. On 

23 May, the House of Representatives passed the Robertson Bill by 

151 - 63, authorising the President to impose a 50 per o·ent 

~ valorem import fee on foreign wool, in addition to the existing 

duty of 34 cents per lb. 2 The Times>oommenting on the Robertson Bi111 

1congress and Nation, I, p. 686. 
2Press, 26 May 1947. 



saids 

That it should be before Congress at a time when the United 
States delegation at Geneva are negotiating a reduction of 
tpe United States tariff, is a measure of the political 
strength of the wool pressure groups.1 
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A more pointed and bitter attaok on the bill was made by the 

Baltimore Sun: 

The wool tariff vote in the House was a"oynical grab which 
the President of Congress after reflection, will be expected 
to slap down. This bill would piok the pockets of American 
consumers by boosting the prioe of woollen olothinge It 
would yank the rug from under the American bargainers who are 
seeking tariff oonoessions from other nations at Geneva in the 
interest of revived world trade. It would shoot holes in the 
country's e.conomic and foreign policy ••• the House Wool Bill 
is a screaming example of that kind of economic gouge which 
its farm-State backers howl at most eloquently when 
business or labour groups seek to perpetrate them.2 

As it emerged from a joint confe:renoe of the House of 

Representatives and the Senate, the bill supported wool at the 1946 

level of 42.3 oents and authorised both import quotas and fees. 3 

It empowered the President to impose quotas as an alternative to 

import fees. Congress finally passed the bill on 19 June 1947 • 
• ·.1, 

A week later, on 26 .. June, President Truman vetoed the bill 

saging that it would have an 'adverse effect on our international 

relations'. He continued: 

The enactment of a law providing for additional barriers 
to the importation of wool at the very moment when this 
Government is taking the leading part in a United Nations 
Conference at Geneva oallad for the purpose of reducing 
trade barriers and of drafting a charter for an International 
Trade Organisation, in an effort to restore the world of 
economic peace, would be a tragic mistake. It would be a 
blow to our leadership in world affairs. It would be 

1Quoted in Press, 27 May 1947. 
2Quoted in Press, 28 May 1947. 
3 Congress and Nation, I, p. 686. 



interpreted around the world as a first step on the same 
road to economio isolationism down which we travelled after 
the First World War with such disastrous oonsequenoes. 
I oannot approve such aotion. 1 
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Truman asked for the passage of different legislation 

'consistent with our international responsibilities•. Soon after 

Robertson sponsored a new bill providing for supports in 1947 and 

1948 at the 1946 level and the federal sale of United States 

stockpiles at below the parity prioe. · The controversial quota and 

tariff provisions were omitted. The bill became law on 5 August 

1947. 

By the beginning of May 1947, it had become clear that little 

progress could be made at Geneva between the United States and the 

Commonwealth oountries until the United States had clarified its 

intention on the wool tariff. 2 Towards the end of May heads of the 

United States and Commonwealth delegations returned to their 

respective countries for conferences with their governments. W. Nash, 

head of the New Zealand delegation, made it olear on his return that 

the United States wool tariff was most important to New Zealand. He 

regarded the legislation passed by the House of Representatives as 

very serious to the three wool-exporting Dominions.3 
.•,·, 

Negotiations were only resumed after the Presidential veto. A 

25 per oent reduction of the import tariff was agreed to. This was 

much less than the Australians, in particular, had pressed for but 

lcrawf'ord, ·op. oi t., p. 69. 
2n •. F. Nicholson, Australia's Trade Relations .(Melbourne, F. W. Cheshire, 
1955), pp. 201·- 202. 

3Press, 5 June 1947. 
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it nevertheless gave grounds for hopes of greater demand for 

Commonwealth wool in the United States than had existed prior to 1939. 

The Administration in 1947, unlike in 1964 on the oocasion of 

meat quota legislation, had no Presidential or Congressional elections 

to contend with that year and therefore was able to veto the 

Robertson Bill without too much discomfort. However, the 

Administration did oonoede some ground. There is no doubt that the 

Congressional actions were very embarrassing for the United States 

delegation in Geneva. President Truman had indicated well before 

the final passage of the Robertson Bill that he would veto any such 

legislation. Probably the support given to the bill would not have 

been so overwhelming had Congressional members not known that the 

Presidential veto was imminent. The 25 per cent reduction in the 

tariff was a valuable concession to the Commonwealth countries, but 

was probably less than originally intended. But for Congressional 

pressure it was likely that the full 50 per cent reduction 

permissible under the existing United States Reciprocal Trade 

Agreement Act would have been granted. 

In the mid-1950s a number of American carpet manufacturers,/ 

particularly the Carpet Institute Incorporated, with the support of . 

the New Zealand government, 1 endeavoured to have legislation passed 

whioh would exempt coarse wool and hair used in carpets from duties. 

The existing legislation granted duty-free status to only 40's and 

coarser. 

1Information supplied by the Department of Industries and Commerce. 
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A bill, known as the Harrison Bill, was presented to the House 

of Representatives in 1955, but beoame pigeon-holed in the House 

Ways and Means Committee in mid-1956. Harrison -BJnended the bill to 

limit eligible wools to those not finer than 46•s and proposed a 

three year limitation on the period of duty-free aooess. This bill 

failed by only 10 votes to gain the two-thirds majority it needed 

to clear the House. Domestic woolgrowers claimed the bill was a 

potential threat to their industry. 1 

Continuing pressure to have the bill passed finally resulted in 

May 1958, the President approving an amended form of the rejeoted 

1956 bill. 2 This bill, unlike that proposed in 1956, extended the 

duty-free entry of wool for two instead of three years.3 

The Chairman of the New Zealand Wool Commission, G.A. Dunoan, 

was quoted in the Wool Board's 1959 annual report as saying: 

New Zealand has benefited greatly from the amendment of the 
United States customs duties ••• oonsumption of wool in the 
carpet industry ••• has shown a marked improvement, and this, 
with the reduction of duties, has resulted in a very keen 
demand for medium crossbreds in New Zealand on U.S.A. aocount.4 

On the expiring of this legislation a further Act was promulgated5 

extending the earlier provisions permanently. Even the National Wool 

Growers Association, the main produoers organisation representing 

American woolgrowers, had oome to accept such legislation by 1960. 

1con~ess and Nation, I, p. 200. 
2Public Law 85 - 418. 
3congress and Nation, I,,p. 201. 
415th Annual Report of the New Zealand Wool Board, year ended 

30 June 1959, p. 33. 
5Public Law 86 - 557. 
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Coarse wool of that quality did not present a direot threat to the 

American woolgrower. However, at its Ninety-fifth Annual Convention 

in 1960, the National Wool Growers Association did advooate that the 

standards for grading coarse wools, established in 1926, be 

modernised so that micron tests could be carried out on fibre fineness 

of doubtful lots of wool imported under the duty-free provisions for 

oarpet wools. 1 This procedure was included in the 1960 legislation.2 

nm.;ng +.ht> 1!.lillon Rm.u1d1 of GATT tariff negotiations (1960 ~ 61) 

representations were made by New Zealand to have the original 

United States offer list extended to include items of greater value 

to New Zealand. As a result the United States released a 

supplementary offer list which included an offer to bind the duty-free 

entry on carpet wools. This offer, at the time, was considered to 

be worth very little in view of the fact that Congress itself, in 

1960, had ordered the indefinite extension of the suspension of 

duties on this class of wool in the interests of the domestic carpet 

industry. However, the binding is recorded in the Interim Agreement 

between the two countries in March 1962, and it took effeot on 

1 July 1962. 3 The Chairman of the New Zealand Wool Board, J .• Aaland, 

said the agreement was a double assurance that an important tariff 

concession by the United States on carpet wools would be permanent. 

1Resolution 20 of the 95th Annual Convention of the National Wool 
Growers Association, San Antonio, Texas, 25 January 1960. Published 
in the National Wool Grower, Vol. L, No. 2, February 1960, p. 8. 

2Press, 13 April 1960. 
3 . 
A.J.H.R., 1962, Vol. IV, H - 44, p. 43, and information supplied by 
the Department of Industries and Commerce. 

Following the revision of the United States tariff schedules, an 
agreement signed on 26 February 1964 confirmed the binding alreaey 
given in respect to carpet wools. 
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'For some time the Wool Board has been concerned that this duty-free 

status of our carpet wools should be embodied in an agreement 1 .l 

New Zealand Requests for Duty Free Status for all Wools 

During the Kenneey Round GATT negotiations another attempt 

was made by New Zealand to have duty free status extended to cover 

more grades of wool. InMaroh 1966, the Wool Board asked the 

Government to make representations to American authorities to have 

the 1960 exemption extended to cover imports of the types of wool 

specified in the e~emption, regardless of end-use. Because of the 

possible adverse reactions such an approach could have had on 

New Zealand's representations in other commodities, particularly 

dairy products, the request was held in reserve by the Government.2 

It was felt to be more appropriate that Australia handle any 

negotiations on the wool tariff.3 Nevertheless, New Zealand did, 

after a breakdown in negotiations between the United States and 

Australia, raise the possibility during the Kennedy Round. 

The United States initially included all raw wool items4 in 

its Kenneey Round offer. However, on 13 November 1966 it notified 

a list of items which would be withdrawn from the negotiations unless 

th~re were substantial improvements in the offers forthooming from 

a number of other countries. The withdrawal list included the main 

1Press, 10 March 1962. 
2Information supplied by the Department of Industries and Commerce. 

3J.P. MoFaull, Interview, Wellington, 2 June 1971. 

4Excluding item 306.00 which was already bound in the Dillon Round. 
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wool items; that is, those wools finer than 44•s. This threat by the 

United States was clearly directed towards Australia, which, in 

American ayes, had not made adequate enough offers on agricultural 

commodities of particular interest to them. 

New Zealand was and still is, as Tables 5 - 5 and 5 - 7 show, 

a substantial supplier to the United States of certain wools finer 

than 44's and naturally was interested in those wool items which 

were withd~a-wn from the Kennedy Rou..~d offer~ As for those wools 

remaining in the United States offer, duty-free treatment was 

already extended to them for carpet end-uses. 

Attempts were made to see if the United States would extend its · 

offer to cover certain types of wool finer than 44 1 s, of which 

New Zealand was a major supplier, but which were of lesser interest 

to Australia.I Indeed, New Zealand wanted the duty on all wool 

up to 521 s abolished.2 

Australia, as has been noted, is mainly interested in the higher 

counts of fine grade wool for apparel manufacturing, which compete 

directly with the American wool producer. The United States, however, 

was not prepared to give such concessions to New Zealand. They argued 

that suoh an arrangement would create the insuperable problem of 

inoluding some items of interest to New Zealand wools while leaving 

out related items of interest to Australia. Although Australia's 

interest in the wool types specified was not as large as that of 

1Information supplied by the Department of Industries and Commerce. 
2MoFaull, Interview, Wellington, 2 June 1971. 



TABLE 5 - 7 UNITED STATES IMPORI'S OF APPAREL (DUTIABLE) WOOLS FROM NEW ZEALAND FOR 
CONSUMPTIO~ BY CLASSES, 1960 - 1970, INCLUSIVE 

(Clean Content, Million lb) 

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 197'0 

Not finer than 40's 2.5 1. 2 2.3 1.4 1.9 1.9 3.8 3.3 5.5 5.4 5.8 
40' a up to 44' s 1.8 2.6 3.8 3.8 4 .. 2 4.9 6.2 2.5 2.6) 
44' s up to 50' s 1.0 1 .. 2 1.6 1.3 1.1 0.9 · 2.1 1.3 1 .. 4) 10.3 9.2 
50's up to 56's 2.6 3.3 5.8 7.8 6.8 9.6 9.8 9.3 11 .. 3) 
56's up to 58 1 sa 1.5 2.0 1.9 1.5 1. 1 2.6 2.6 2.2 1.8 1.5 1.1 
58's and finer& 0.1 0 .. 3 0.7 0.4 0.4 o.6 o.6 0.3 0.5 0.3 o.6 - -

Total 9.5 10.6 16.0 16.1 15 .. 5 20.6 25.1 18.9 23., 1 17.6 16 .. 7 

New Zealand 
Percent~e of Total 
Not finer than 40's 27 .1 16.5 18.8 12.5 13.9 15.2 21.1 39.3 50.9 67 .5 72.3 
40' s up to 44' s 94.4 94.8 85.9 89.6 95.2 86.2 86.0 91.9 78.6) 
44's up to 50'a 36.6 50.1 50.9 59.9 52.5 63.7 62.3 59.7 67 .8) 65.4 41.2 
50's up to 56's 49.8 57.3 54.1 62.3 64.1 40.6 48.5 49.1 51.4) 
56's up to 58's 15.6 19.0 18.0 17.3 28.9 22.3 20.4 27 .4 19.6 36.0 34.9 
58' s and finer 0.2 0.5 o.8 o.6 o.6 0.5 0.5 0.5 o.6 0.5 1. 2 - -- - - - - - - - -

12.8 11.7 12. 7 14.8 15. 7 12.6 15.4 17.2 17.8 18.8 20.9 

Note: Detail may not add due to rounding. 1960 to 1963 detail exc.ludes small amount of carbonised 
fibre included in totals. 

aStarting September 1963 58's; earlier up to 60's. 

Source: Statistics supplied by New Zealand Wool Board. 

I-' 
'D 
'D 
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New Zealand, there was, nevertheless, some Australian trade and it 

seems that, given the atmosphere of the time, the Americans were 

not inclined to grant any concessions on agricultural commodities 

in which Australia would have an interest. 1 The end result was that 

the United States concessions on the raw wool tariff were limited 

in the Kennedy Round to types coarser than 44's. 2 

New Zealand also made a specific request that the duty-free 

status on carpet wools not finer than 44's be extended to include all 

wools in this category, regardless of end use. ~he American 

response, however; was that domestic legislation would have to be 

changed to enable the United States to make such an offer.3 

Since the conclusion of the Kennedy Round negotiations the tariff 

on raw wool has been included in trade consultations between the 

two governments. In December 1969 the question of further reductions 

of the duty on New Zealand wools was taken up by the Wool Board, with 

New Zealand's Trade Commissioner in Washington. In consultations 

1The United States was prepared to reduce her tariff on wool only if 
similar conoession.s, on a quid pro quo basis, were made by the 
Australians in regard to their tobaooo imports. The Australians 
refused. Sir John Crawford commenting on the situation said: 'There 
is little doubt that the final offer and demands by the United States 
were "tongue in oheek" in character and yet they succeeded in making 
the Australian public wonder whether the Australian tobacco industry 
should stand so heavily in need of high protection as to outweigh 
the needs of the vastly more significant and depressed wool industry'. 
op.cit., p. 616. 
It should also be noted that New Zealand was sensitive about its 
tobacco industry. This industry is protected from foreign competition 
by the imposition of compulsory mixing rates. W.J. Falconer, 
In~erview, Wellington, 10 June 1971. 

2see above, P• 175. 
3Amerioan negotiators were permitted, by the provisions of the Trade 
Expansion Aot 1962, to negotiate only tariff reductions of up to 
50 per oent of the existing tariff until 30 June 1967. 



201 

with the United States Department of Commerce New Zealand urged 
. i 

that the duty on apparel use 1of 44•s, 46's and 48 1 s be abolished. 1 

The imposition of a temporary suroharge tax by President Nixon in 

the latter part of 1971 again highlighted the problem and the level 

of the duty. However, no further progress has been made in reducing 

the tariff. 

Where is the Resistano:e? 

The passage of the Reciprocal Trade Agreement Act of 1934, 

authorising the P~esident to reduce tariffs by up to 50 per cent 

through trade agreements with other countries granting reciprocal 

concessions, shifted the tariff-making function in the United States 

from Congress to the executive. Until the Act expired in 1962 and 

was replaced by the Trade Expansion Act, it had been renewed on ten 

ocoasions and had given the President varying periods of one to four 

years to negotiate tariff reductions of varying levels. 2 

In both the 1947 GATT negotiations and the Kennedy Round 

negotiations, the President was given authority to decrease any rate 

, of duty by not more than 50 per cent of the rate in effeot before 

the beginning of the negotiations. No authority was given to grant 

duty-free statue to oertain commodities. Suoh authority could only 

' be granted by Congress through the passage of legislation. 

Since the expiration of the Trade Expansion Aot on 30 June 1967, 

the President has not had authority to grant tariff reductions. Thus 

1McFau11, Interview, Wellington, 2 June 1971. 
2MaoKenzie, op.cit., pp. 35 - 36. 
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any ohanges in the present raw wool tariff structure would have 

to be instigated by Congress. 

As has been pointed out, the main support of woolgrowers• 

incomes iri the United States at present is the defioienoy payments 

scheme, not the tariff. However, there is still a strong sentiment 

in favour of even higher tariffsa 

We reaffirm the long standing policy of the National Wool 
Growers Association that tariffs on raw wool are essential 
to the national interest. For reason~ of national security 
and our economic welfare, we urge that tariff rates be 
increased on raw wool and wool textile produots.1 

For this reason arid also because funds for the deficiency payments 

scheme are derived from 70 per cent of the duties collected on 

imports of wool and wool products, woolgrowers strongly oppose the 

removal, or even a reduction of the tariff. 2 

It is quite evident that even the existing legislation and 

protection given to American woolgrowers, in the form of the National 
. ' 

Wool Act, was only aocepted very reluctantly by the National Wool 

Growers Association. Edwin Wo Marsh, executive secretary-treasurer 

of that organisation, in oross-examination during a recent Presidential 

investigation saids 

The sheep produoers were the last people who wanted the 
Na.tfonal Wool Act and only accepted it when the tariffs could 
not be increased and accepted it because it was tied to and 
1 imi ted to .. the existing tariff duties • • • We have al ways been 
for free enterprise and tf we oould have an adequate tariff 

1Resolution 20 of the 106th Annual Convention of the National Wool 
Growers Association, Las Vegas, Nevada, 21 January 1971. Published 

.. in the National Wool Grower, Vol. LXI, No. 2, February 1971, p. 15. 
2 . . 
Schufft has shown, however, that in the years of 1966, 1967 and 1968 
revenue from the tariff on wool products alone was more than 
sufficient to finance support pa$ments at the then existing lev...el of 
guaranteed prioes and level of local production in each of the three 
years. Schu:f'ft, op.cit., pp. 141 - 145. 
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in this country whioh would meet differences in production 
oosts here and abroad, I'm sure we would aooept that in lieu 
of the National Wool Aot.1 

By American standards the National Wool Growers Association, 

made up of 19 affiliated state organisations. with a combined 

membership of approximately 200,000 lamb and wool producers, is a 

small organisation.2 However, the resources that such an organisation 

can mobilise to bring pressure to bear on Congress and the White 

House are far greater than the mere size would indicate. The journal 

of the National Wool Growers Association for example, recounts what 

action the association took when it learned of impending negotiations 

with Australia over the United States wool tariff, in June 1967a 

The industry was rooked on June 5 when it was reported that 
Australian Prime Minister Holt had personally requested 
President Johnson to out the wool duties. All-out Australian 
support of the U.S. position in Vietnam, coupled with the 
entire world situation are believed to be the basis upon 
whioh Australia asked these oonoessionse 

It has been reported that Australia was disappointed that no 
conoessions in the wool tariff were granted at Geneva••• 
Immediately upon learning about Australia's request ••• your 
NWGA officers went to work notifying all state associations 
and others to immediately contact their senators and 
congressmen plus the White House, Ambassador Both [President 
Johnson's Special Representative for Trade Negotiations] and 
Secretary Freeman [secretary of Agricultur~ strongly protesting 
any such action [sioJo The association also sent wires and made 
telephone calls fo various Washington officials. 

NWGA Executive Secretary Edwin W. Marsh journeyed to Washington 
in order to keep on top of this disturbing situatione3 

1Berg9 Public Hearings, op.cit., p. 76. 
2oongress and Nation, I, p. 680. 
3National Wool Grower, Vol. LVII, No. 7, July 1967, p. 1. 
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New Zealand's only hope of more favourable aocess for its wool 

lies with the American textile manufacturer. However, the textile 

manufacturers themselves have in recent years been striving for 

greater protection against foreign textile imports and have attempted 

to foster as much support as possible in order to implement the 

necessary legislation. Traditionally both the American textile 

manufacturer and the American woolgrower have taken a olose stand 

against foreign competition. Both groups have been behind efforts 

to impose quantitative restrictions on textile imports and both 

supported the controversial Mills Trade Bill, sponsored by Wilbur 

.Mills, despite warnings by the Secretary of State, w. Rodgers, that 

if the bill was to pass in its present form 'there would be grave 

damage to the sales of hundreds of American firms and to jobs of 

hundreds of thousands of American workers•.l Although the bill 

lapsed in the Senate during the last session of Congress in 1970, 2 

it did lay the groundwork for the securing of •voluntary' quota 

agreements on textile imports with Japan, Taiwan, Hong Kong and South 

Korea in Ootobe~ 1971. 

In submissions to the National Advisory Commission on Food and 

Fiber in 1967, the President of the National Association of Wool 

Manufaoturers, Edwin Wilkinson, said: 

We have seen the tariff rate is not the method of control such 
as would restore oonfidenoe in the industry and we are seeking 
arrangements ••• providing for avoidance of market disruptions 

1commonwealth Secretariat, Wool Intelligenoe and Fibres Supplement, 
Vol. XXIII, No. 10, October 1970, p. 636". 

2House of Represenatatives had passed the Trade Bill on 19 November 
by 215 votes to 165. For a summary 0£ Congressional.action on the 
Trade Bill, see C.Q. Almanac, 1970, pp. 1051 - 1067. 
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through import limitations on goods by category and by source 
of origin.1 

The same aentimenta were expressed by the representative speaking on 

behalf of the Amerioa.r1 Textile Manufacturers Institute.2 The 

National Wool Growers Association, in a resolution passed at their 

1971 annual convention, said, 

We reaffirm our support of textile trade legislation as passed 
by the House of Representatives and urge both Houses of Congress 
to enact this legislation early in the new session, :further, 
we commend the President for hie continued efforts to obtain 
voluntary agreementa with all nations involved.3 

Thus the political environment in which any decision to change 

the present raw wool tariff structure lies outside any pressures 

New Zealand oan exert. The agreements secured with Japan, Taiwan, 

Hong Kong and South Korea in October 1971 were the culmination of 

nearly three years of pressure on President Nixon by American 

textile groups to find a formula for settlement of the problem of 

growing imports from these countries.4 Whether these agreements will 

1Berg9 Public Hearings, op.cit., p. 90. 
2Ibid., p. 291. 

½esolution 21 of the 106th Annual Convention of the National Wool 
Growers Association, Laa Vegas, Nevada, 21 January 1971. Published 
in the National Wool Grower, Vol. LXI, No. 2, February 1971, p. 15. 

4rn general terms, specific growth rates for 18 groups of products were 
agreed to, with only a limited right to shift exports from one group to 
another. The base period used in calculating growth rates is the 
year ended 31 March 1971. The Japanese agreement is operative for 
three years, as compared with five years for the other three countries. 
The Japanese arrangement relieved the Prime Minister of the necessity 
of securing approval from a hostile Parliament, an action necessary 
for a five year agreement. The agreement with Japan provides for an 
average annual growth of 5 per oent in woollen and man-made textiles 
to the United States; considerably lower than the overall increase 
in the previous yeare The agreements with Taiwan, Hong Kong and 
South Korea permit an average annual growth rate of 7.5 per cent. 
These agreements are muoh less restrictive than those proposed in 
the Mills Trade Bill. The provisions of the bill proposed to limit 

- continued -
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be enough to calm the mood of textile manufacturers in future years 

is difficult to judge at this point in time, but only when such a 

climate is created can New Zealand hope to gain support from 

American woollen manufacturers. They themselves have been trying 

to harness as much support as possible to place restrictions on 

textile imports and certainly will not be prepared to sacrifice any 

of that support by way of having the tariff on raw wool lowered unless 

they can see what they consider to be a sound future tor their 

industry. Admittedly, if the duty was removed,on raw wool it would 

result in lower input costs for American woollen manufacturers, 

but the gains here are considered not to be near as great as the 

application of quantitative restrictions on foreign textile import~ 

thus restricting competition with domestic textile.s. 

Faotors Other Than the Wool Tariff 

Of oourae it would be a gross oversimplifioation to suggest 

that the tariff on wool is the only factor inhibiting New Zealand 

wool sales to the United States. In recent years wool use in that 

country has declined while consumption of other fibres has increased 

significantly.I Even in the production of carpets wool has become 

continued -
imports of textiles (principally wools and synthetics), beginning 
in 1971 with a quota in each case to be the average of imports in 
the 1967 - 69 period and increases for subsequent years to be 
determined by the President but limited to 5 per cent of the previous 
year's quota. Commonwealth Secretariat, Wool Intelligence and Wool 
Fibres Supplement, Vol. XXIV, No. 4, April 1971, p. 153 and Vol. 
XXIV, No. 11, November 1971, p. 735f C.Q. Almanac, 1970, .P• 1061. 

1see above p; 181. 



TABLE 5 - 8 PERCENTAGE OF FACE FIBRES CONSUMED IN BROADLOOM 
CARPET, BY WEIGHT, IN THE UNITED STATES, 
1960 - 1970, BY SELECTE» YEABS . 

1960 1965 1970 

17 44 43 Nylon 
Acrylio/Modacrylio 6 26 14 
Polyster 19 
Wool 64 23 8 
Polypropylene 7 
Other 13 8 a ., 

Souroess Carpet and Rug Institute Ino., Basic Facts About the 
Carpet and Rug Industry ( various issues) , and the 
Battelle Report. 
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a minor fibre during the last decade (Table 5 - 8). As the Battelle 

Report noted in surveying the United States .wool market, 'wool is 

being used by progressively fewer mills and is being concentrated 

into a small number of large, integrated multifiber firms•.l 

Certainly the tariff on raw wool has been a contributing factor 

to the declining position a:f wool in relati.on to other fibres but 

numerous other factors such as the teohnioal excellence of synthetics, 

promotion and advertising,2 the increasing efficiency of synthetic 

fibre production, as indicated in Table 5 - 9, have all contributed 

to placing man-made fibres in a. much more oompatitive position th8.J, 

1Battelle Report, op.cit., p. 8. 
2chemioal oompaniea in the United States spend over $100 million per 
year on promotion of synthetic fibres, while the allied wool 
industries of Australia, New Zealand and South Africa, together with 
the American Wool Council co-operating through the Wool Bureau, 
spend 86 million per year on promotion and advertising. National 
Wool Grower, Vol. LXI, No. 5, May 1971, pp. 12 - 13. 



TABLE 5 - 9 
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TYPICAL LIST PRICES FOR SYNTHETIC FIBRES, STAPLE, 
1950 - 1970, BY SELECTED YEARS 

Year Acrylic Nylon Polyester 

(SUS per lb) 

1950 1.75 1.80 1.80 
1955 1.50 1.55 1.60 
1960 1.30 1.30 1.35 
1965 1.05 1.00 0.85 
1970 () An ....,,,....,v f'I Or. 

VoUV 0.60. 

Source: Battelle'Report. 

was the case two decades ago. 

Evaluation 

Alone among the important wool using countries the United States 

maintains a high tariff on raw apparel wool. Despite a decline in 

wool consumption the United States is still one of the world's 

largest wool consuming nations. Not only is it an important market 

for raw wool but also for woollen manufactured products. A number 

of the major raw wool buying countries, particularly Japan and some 

Western European countries, have developed large woollen textile 

industries which depend very significantly on the Ameri~an market 

for sales. As the Managing Director of the International Wool 

Secretariat, A.C.B. Maiden, said recently: 

We have always seen wool's prospects as closely dependent on 
the recovery of the economy in the United States ••• which is 
cruoial to the economic prospects of other wool markets, 
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notably Japan and Western Europe.1 

However, during the last decade synthetic fibres, in particular, 

have posed a very real threat to wool. The raw wool tariff appears 

as a significant factor in the American woollen textile manufacturer's 

increasing use of synthetic fibres, 2 and to some extent has 

contributed to wool's diminishing position vis-a-vis man-made fibres 

on the wool type fibre market of the United States. 

Apart from the competition with synthetic fibres, the.extent of 

the tariff on lower grade apparel wools has been disturbing to 

New Zealand. Some 84 per oent of New Zealand's wool clip for the 

season 1970 - 71 was below 50 1 s U.S. oount.3 Only a small 

proportion of this qualified for duty-free entry into the United States. 

On a clean basis New Zealand produced approximately 450 million lb 

of these wools4 so that American consumption for carpet manufacturing 

represented less than 10 per cent of that available.5 The balance 

was used for apparel purposes and in carpet manufacturing in other 

countries. 

1Ha was addressing the annual congress of the National Wool Growers 
Association of $outh Afriaa. Australian Wool Board, Wool News Digest, 
Vol. V'rI, No. 9, September 1971, p. 1. 

2Tariffs are also imposed on synthetic fibres, but these duties are 
only about 20 per cent as high as those on crossbred apparel wools 
at present. The tariff on the highest quality Australian wools is 
more than 3 times greater than that on synthetics. Following the 
Kennedy Round negotiations the tariff on synthetic fibres has been 
reduced to 7. 5 per cent ~ valorem. ' 

3New Zealand Wool Commission, Statistical Analysis of New Zealand 
Wool Production and Disposal, 1970/71, p. 3. 

4This figure was arrived at by using the average clean basis of 
greasy wool for the 1969/70 season, 72.4 per cent. 

5rn 1970 (calendar year) the United States imported 42.0 million 
lb of carpet wool from New Zealand. 



TABLE 5 - 10 APPROXIMATE IMPORTANCE OF END USES FOR 
NEW ZEALAND WOOL 

Carpets 
Womens wear 
Mens wear 
Blankets 
Handknitting yarns 
Other 

Souroea Battelle Report. 

Percentage 

37 
20 
11 
8 
7 

17 

100 
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The extent of the tariff on New Zealand crossbred wools is quite 

staggering (Table 5 - 11). The lowering of world prioes for raw wool 

in recent years has made the impact of the tariff even greater. 

On the figures shown in Table 5 = 11 the duty was equivalent to 

28.4 per cent of the value of New Zealand crossbred wools in 1964; 

in 1968 it was 52.6 per cent. In July 1971, just before President 

Nixon's temporary 10 per cent surcharge tax, the quoted average 

prioe in Boston for 48•s U.S. count, the predominant class of 

New Zealand wool, was U.S. 56 cents per lb, clean basis.I Thus the 

tariff of 25.5 oents was equivalent to 46 per cent.!!! valorem. 

Even the duty on wools not finer than 44's has been higher than the 

7.5 per cent~ valorem duty on synthetic fibres,2 

lon average weekly prices provided by Marriner and Co., Lawrence, 
Massachusetts, International Wool Secretariat, World Wool Digest, 
Vol. XXII, No. 8, August 1971, p. 128. 

2see Appendix XIII for average prices quoted for New Zealand wools in 
January to March 1972, at a time when wool prices started showing 
an upward turn. 



TABLE 5 - 11 

Year 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

COMPARISON OF NEW ZEALAND AND UNITED Sl'ATES CROSSBRED WOOL PRICES, 
1962 - 1968, INCLUSIVE 

New Zealand Crossbreds Graded U.S. Territory Shorn Wool 
Average Value Aver~e French Combin~ 

Declared Value Plus 56's - 58's 4 's - 54's 46•s 
Before Duty 25.5c Duty (3/8 Blood) ( 1/4 Blood) (Low 1/4 Blood) 

-
($US per clean lb) 

.• 696 .951 1.049 1.022 1.008 

.747 1.002 1.083 1.098 1.103 

.893 1.148 1.184 1.186 1.214 

.718 .973 1.056 1.041 1.112 

.720 .975 1.126 1.086 1.159 

.589 .844 .924 .883 .860 

.485 .140 .885 .835 .797 

Sour~•= Statistics supplied by New Zealand Wool Board. 

I\:) .... .... 
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On an equivalent to oost basis the tariff has had a greater 

impaot on crossbred apparel wools than it has on the finer wools. 

The tariff on these wools in reoent years has increased the prioe of 

crossbred apparel wools by more than 50 per cent to the American 

textile manufacturer as compared with about 10 per cent for 

synthetic fibres. 1 This probably aooounts for the comparatively 

low useage of crossbred wools for apparel use in the United States 

as compared with other wool consuming countries. 

Attempts have been made by the New Zealand government and 

Wool Board representatives to rectify this situation but 0 they have 

been met with very little success. The great majority of the 

New Zealand wool clip does not compete directly with the American wool 

producer and yet a heavy ta.riff is imposed on these wools. The aims 

of the United States National Wool Act of 1954 have not been achieved 

and yet this agricultural industry has been able to exert enough 

political pressure to maintain its highly protected position. As the 

price of wool has fallen in recent years, the defioienoy payment 

to American woolgrowers has inoreased. In 1970 and 1971 the prioe 

support was equivalent to 102.8 and 271.1 per cent, respectively, 

of the returns to growers from sales.2 While woolgrowers in other 

oountrles have had to live in recent years with decreasing returns 

for their olip, the American woolgrower has had his price support 

1The tariff on wool-type synthetics was 15 per cent ad valorem prior 
to the .. Kennerl3 Round agreements. Between 1968 and 1972 it was 
lowered in five equal stages to its present level of 7.5 per cent 
ad valorem. 

2 See above, p. 182. 
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increased. It seems that there is almost unqualified support for 

the scheme in both Republican and Democrate administrations, as 

well as from major segments of the American wool industry.1 

1 O.Q. Almanac, 1970, P• 639. 



CHAPTER VI 

MUI111ILATERAL NEGOTIATIONS 
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New Zealand, in its efforts to seoure greater aocess to export 

markets, and deal with eoonomic matters, has sought a common 

understanding in a number of international forums with an imposing 

array of initials: UNCTAD {United Nations Conference on Trade and 

Development), GATT, ECOSOC {Economic and Social Council), ECAFE 

{Economic Commission for Asia and the Far East), UNDP (United Nations 

Development Programme), ADB {Asian Development Bank), ASPAC (Asian 

and Pacific Council), FAO (Food and Agriculture Organisation), 

OECD {Organisation for Economic Cooperation and Development), and a 

variety of study groups, sub-committees and working groups. 

This situation is markedly different from New Zealand's official 

foreign economic policy thinking in the early 1950a. It had shown 

some interest prior to this period in international eoonomio 

problems and multilateral trading relationships, as expressed 

through its membership of the United Nations and GATT, but this was 

derived more from the principle that small countries had an interest 

in supporting collective security in not only defence matters, but 

also in econo~ic affairs. As an article in the External Affairs 

Review states: 

New Zealand, a country for whom external trade had been of 
great importance, had recognised only too well the limitations 
whioh its size imposed on its bargaining power in overseas 
markets and in international negotiations generally. It had 
begun to see the need to develop its trade with areas outside 
the United Kingdom, had started to move into. the wider field 
of competitive trading, and therefore welcomed the emergenoe 
of the various international agreements which were oreated 
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under the auspices of the United Nations and which carried 
with them the promise of greater bargaining power for the 
smaller nations and increased economic seourity. 1 

Most of New Zealand's efforts to secure greater aooess for its 

agricultural exports have been channelled through GATT. Althol28h 

the rules of GATT do not distinguish between trade in industrial and 

agricultural products, the attitudes of industrialised countries, 

including the United States, have imposed their own distinctions. 

On most manufactured goods quite impressive reductions in tariffs 

have been negotiated through GATT. For the most part, the 

prohibition of quantitative restrictions, other than for balance of 

payments purposes, has been observed on industrial goods. In the 

field of agricultural trade, the record is very different. There 

has been no overall easing of quantitative restrictions on agricultural 

commodities. Indeed, some of the reductions and bindings of 

tariffs negotiated on agricultural products have become ineffective 

because of the subsequent imposition of quantitative restrictions. 

In this chapter an attempt will be made to examine New Zealand's 

efforts through multilateral negotiations to secure better access 

for its agrioul tural oommodi ties. Most attentio.n will be focussed 

on GATT, with particular emphasis on the role of the United States 

and its attitude to ag.rioultural protectionism. 

GATT and Agriculture 

Ever since the General Agreement on Tariffs and Trade was 

provisionally applied by New Zealand in 1948, the Agreement has 

1•Government and International Trades A New Zealand Viewpoint', 
External Affairs Review, Vol. XVIII, No. 5, May 1968, p. 4. 
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provided the principal international framework for New Zealand 

trade polioy in relation to most other countries with whioh it trades. 

To both the United States and New Zealand the terms of the Agreement 

represent the point of reference a&ainst which decisions taken by 

either J,vernment affecting their trade relations are likely to be 

judged by the two countries. 

The General Agreement grew up as part of an attempt to prevent 

a resurgence of the crippling restrictions on trade that were so 

prevalent during the 1930s. Before the end of the Second World 

War the ~ajor wartime allies had begun to discuss the establishment 

of international organisations to grapple with the problems of 

currency, investment and trade. The International Monetary Fund 

and the International Bank for Reoonstruotion and Development were 

soon to emerge but the establishment of an International Trade 

Organisation (ITO) was to flounder, even after a charter had been 

agreed to in March 1948, with the failure of the United States 

Congress to approve the organisation. 

While negotiations on the ITO Charter were still in progress 

the General Agreement on Tariffs and Trade was concluded. When it 

aa.me into force on 1 January 1948, it was intended only as a temporary 

expedient for the regulation of trade, to continue only until more 
I 

comprehensive rules for international eoonomio relations, in the 

form of the ITO Charter, had been agreed to. However, with the 

failure of the United States Congress to approve the Charter, GATT 

has remained a •residuary legatee•. It deals only with oommeroial 

aspeots of international trade. 



217 

When one surveys the performance of GATT, especially in 

relation to New Zealand trade, it seems surprising that its rules 

prohibit the use of quantitative restrictions as a means of 

regulating a country's international trade and make no distinction 

between trade in agricultural and industrial products.1 This can 

probably be explained if one considers the interests of the main 

protagonists at the time the Agreement was negotiated. 

The use of quotas as a means of restricting imports first o&~e 

into widespread use during the 1930s as a part of the general 

breakdown in international trade. In the GATT and ITO initiatives 

a major policy goal of the United States was to eliminate the use of 

quantitative restrictions as a protectionist device. Indeed, the 

drafting of the four articles relating to quota obligations were 

the most difficult, longest and most detailed set of rules for any 

2 single subject in GATT. 

At the first preparatory session for the ITO and GATT, in 

London, the United States delegation, outlining their ,views, noted: 

Of all the forms of restrictionism ever devised by the 
mind of man, Quantitative Restriction is the worst • 

••• the charter should prohibit the use of quantitative 
restrictions except under specified conditions. In special 
oases where quantitative .restrictions were permitted, they should 
be administered in a non-discriminatory manner. Exceptions 
from the rule of non-discrimination should be provided with 
respect to problems caused by scarce or inconvertible currencies. 3 

1Except for the limited provisions of Article XVI which try to 
regulate the granting of subsidies on exports when these have 
harmful effects for other contracting parties. 

2John H. Jackson, World Trade and the Law of GATT (Indianapolis, 
The Bobbs-Merrill Company, Inc., 1969), pp. 306 - 307. 

3Quoted in Jackson, op.cit., p. 309. 
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The reasons given for these views were as follows: 

In the aase of a tariff the total volume of imports can· 
expand with the expansion of trade. There is flexibility in 
the volume of trade. Under a quota system the volume of 
trade is rigidly restricted, and no matter how much more 
people may wish to buy or consume, not one single more unit 
will be admitted than the controlling authority thinks fit. 

In the case of tariffs, the direotion of trade and the sources 
of import can shift with changes in quality and cost and price. 
Under a quota system the direction of trade and the sources 
of imports is [siqJ rigidly fixed by public authority without 
regard to quality, oost or price. Under a tariff, equality 
of treatment of all other states oan be assured. Under a 
quota system, no matter how detailed our rules, no matter how 
carefully we police them, there must almost inevitably be 
discrimination as amongst other states. If these rules were 
further to be relaxed, we should emerge from this meeting 
with nothing more than a multilateral agreement to fasten 
bilateralism on world trade. 

Finally, Q.R. [quantitative restriction] makes all international 
commerce a matter of political negotiation - goods move, not on 
the basis of quality, service and trade, but on the basis of 
deals completed country by country, product by product, and 
day by day between public officials. All economic relation[s] 
between nations are moved into the area of political conflict. 
If Q.R. is to be fastened on the commerce of the world 
without let or hindrance, the restrictionism of the Fifties 
and the Sixties will make the restrictionism of the Thirties 
look like absolute free trade. 1 

While an absolute ban on quotas was unacceptable to most nations 

at the 1946 - 47 preparatory conferences, it is interesting to note 

the attitude of the United States in the light of later action. 

However, the framers of GATT, under the leadership of the United 

States, did agree that, apart from exceptions of foreign exchange 

difficulties and for special situations in relation to agricultural 

production, quantitative restrictions be prohibited. Article XI, 

paragraph 1 states: 

1 Ibid., pp. 309 - 310. 
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No prohibitions or restriotions other than duties, taxes or 
other charges, whether made effective through quotas, import 
or export licenses or other measures, shall be instituted or 
maintained by any contracting party on the importation of any 
product of the territory of any other contracting party or 
on the exportation or sale for export of any product destined 
for the territory of any other contracting party. 

Article XI, paragraph 201 specifies the oiroumstanoes under which 

exceptions to total prohibitions of quantitative restrictions on 

agricultural products can be allowed. The limitations of this 

paragraph have been summarised as follows: 

[Bestriotions] shall not be such as will reduce the total of 
imports relat,ive to the total of domestic production, as 
compared with the proportion which might reasonably be expected 
to rule between the two in the absence of restrictions. 
In determining this proportion, the oontrao"ting party shall 
pay due regard to the proportion prevailing during a previous 
representative period and to any special factors which may hawe 
affected or may be affecting the trade in the product concerned. 2 

The restrictions permissible under Article XI are thus limited to 

those implemented in conjunction with controls upon domestic 

production or marketing and must not unduly disrupt the relationship 

between imports and domestic production which would exist under 

normal circumstances. 

The special exception of agricultural goods was, at the time, 

particularly resented by the less-developed and primary producing 

countries. They saw themselves being prohibited from using quotas 
i 

to protea.t their fledging industries while industrial countries, 

1This is the only article of the GATT in which agriculture is 
specifically mentioned and given separate regulations. 

2The General Agreement on Tariffs and Trade, Vol. III, Basic Instruments 
and Selected Documents {Geneva, GATT, 1958), p. 20. Hereafter 
cited as GATT, B.I.S.D. 



220 
i 

through the use of this device, were able to protect their domestic 

producers from the type of product most likely to be ptoduced in 

lees-developed and primary producing countries for expJrt. This 

exception clause had been included at the insistenae of United 
I 

States. The Amerioans attempted to justify the except~on on the 

grounds that what was sought was not agricultural protdction, but a 

safeguard against imports that might upset restrictions on domestic 

production or programmes for the disposal of surpluses. But as 

William A. Brown has oommented: 

The conflict between the general foreign trade policy of the 
United States and its desire to give special treatment to trade 
in agricultural products weakened the bargaining power of the 
United States in the Geneva negotiations ••• it weakened the 
power of the American delegation to oppose special exceptions 
desired by other countries in the interest of their own national 
economic programs. It was frankly recognized within the 
United States government itself as a major handicap to the 
development of a consistent policy. 1 

Brown quotes from the Congressional testimony of a u.s.D.A. 

representative, given in 19481 

We know the great effort which our government has devoted 
to breaking down the barriers to trade throughout the world. 
We also know that price supports for farm commodities here in 
the United States also require a certain degree of protection 
through tariffs or other trade barriers. Without them foreign 
producers might flood our domestic market, with our government 
buying the domestic production. In addition, it tends to 
become difficult to export farm products without an export 
subsidy. These trade barriers are in conflict - although not 
wholly irreconcilably - with our repeated declarations of a 
national policy which seeks international cooperation in 
reducing trade barriers.2 

As the bargaining ability of the United States was limited by 

1William A. Brown, The United States and the Restoration of World 
Trade: An Anal sis and A raisal of the ITO Charter and the General 
Agreement on Tariffs and Trade Washington, D.C., The Brookings 
Institution, 1950), p. 27. 

2Ibid. 
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domestic agricultural legislation it may seem rather ironic that 

the rules of GATT, apart from Article XI, paragraph 2c, make no 

distinctions between trade in agricultural and industrial goods. 

However, the two senior parties to the Agreement, Britain and the 

United States, both represented the interests of exporters. During 

the drafting of the Agreement Britain was well aware of the desires 

of Canada, Australia, New Zealand and South Africa, all major 

agricultural exporting countries, and all seeking liberalisation 

in agricultural trade. Besides not wishing to talce up a position 

which would be unfavourable to Commonwealth countries, Britain had 

little. to lose in adopting such a policy, for even during the worst 

periods of trade restriction in the 1930s it had kept its market 

open to the importation of agricultural commodities. 

Likewise, equal status to agriculture was regarded by the 

United States as vital to its trading interests. American agricultural 

production, in response to favourable market conditions and higher 

price supports, had expanded rapidly during the war and the early 

post-war period and as the world's largest exporter of agricultural 

products it wanted all trade barriers put in the way of its exports 

to be removed. This stance was talcen, despite a desire to impose 

restrictions on agricultural commodities when it felt it was necessary. 

The only group of countries that might have objected to the 

granting of equal status to trade in agricultural and industrial 

products were those of Western Europe. 1 This region had long been 

1one could add Eastern Europe. 
respond to the United Nation's 
charter. 

These countries, howevet, did not 
invitation to draft a world trade 
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a stronghold of agricultural proteotionisml but at the time of the 

GATT negotiations the bargaining ability of these oountries was 

limited. 

GATT and Seotion 22 

The apparent ambivalent attitude of the United States vis-a-vis 

agrioultural protection while GATT was being drafted was to become 

more prominent during the 1950s. The Americans were caught between 

two irreconoilable wishes of on the one hand wanting to promote 

more liberal international trade, while on the other desiring 

provisions for protecting their own agriculture. 

At the time of the preparatory negotiations of GATT the 

United States administration thought it would be able to cut down 

domestic production, in the event of surpluses, without much 

difficulty. This did not prove to be the oase. High domestic 

support prices continued and these were not only an incentive to 

domestic surplus, but also an attraction to imports. It was found 

that GATT provisions for the restrictions of imports to enforce 

restrictions on the like domestic product were no longer sufficient 

(Article XI, paragraph 2c). This was particularly so with dairy 

products. Domestic dairy groups were not prepared to tolerate any 

restrictions on their production. 

The United States negotiators in 1947 = 48 had done their best 

to prevent the provisions of GATT from being inconsistent with 

1see Gerald and Victoria Curzon, 'Options After the Kennedy Round', 
in Harry G. Johnson'. (ed.), New Trade Strategy for the World Economy 
(London, George Allen and Unwin, 1969), pp. 24 - 26. 



domestic agricultural polioy. Existing quantitative restrictions 

imposed on imports of cotton and wheat under the provisions of 

Section 22 of the Agricultural Adjustment Act were ex~mpted from 

the provisions of GATT because they predated the Agreement.l 

In 1948, just after GATT came into force (provisionally), 

Congress extended the provisions of Section 22 to include all 

programmes of pric~ support carried out by the U.S.D.A. The 
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Administration realised that if the Section 22 action of supporting 

agricultural programmes was not accompanied by restrictions on 

domestic production, it would be a breach of Article XI of GATT. 

The Administration therefore pressed and had included a provision 

to preserve the consistency between the Aot and GATT. This 

provision read as follows: 

No proclamation under this section shall .be enforced in 
contravention of any treaty or other international agreement 
to which the United States is or hereafter becomes a party. 2 

But for a temporary outlet for excess production provided by 

the outbreak of war in Korea, demand for American agricultural 

commodities in export markets waned between 1948 and 1951, while 

surpluses mounted. Agricultural groups in the United States demanded 

greater protection and pressure increased to reverse the provisions 

of the. 1948 directive on Section 22. In both 1949 and 1950 amendments 

designed to that effect were passed by the Senate, despite pleas 

from the State Department that such legislation might destroy GATT. 

1The Protocol of Provisional Application requires compliance with 
Part II of GATT, which includes Article XI, only •to the fullest 
extent not inconsistent with existing legislation', as of 30 October 
1947. 

2As found, for example, in Jackson, op.cit., p. 733. 
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The 1950 amendment proposeds 

No international agreement hereafter shall be entered into 
by the United States, or renewed, extended or allowed to 
extend beyond its permissible termination date in oontravention 
of this seotion. 1 

On each oooasion the amendments were rejected by conference committees. 

In 1951 1 however, enough support was mobilised and the 1948 

provision was substituted by the following directive: 

No trade agreement or other international agreement heretofore 
or hereafter entered into by the United States shall be applied 
in a manner inconsistent with the requirements of this seotion.2 

The passage of this directive ensured the precedence of United States 

legislation over international agreements, including GATT. In the 

words of one authority1 

This remarkable statement, still in force, flatly dictates 
the violation of international oommitments of the United States. 
Its enactment domonatrates the frailty of an allegiance to a 
liberal trade policy when it collides with a broadly based 
and well entrenched agricultural interest.3 

In the same year Congress aT.endad the Defence Production Act of 

1950 by adding a section (Section 104) which authorised import 

controls on fats, oils, rice, peanuts and certain dairy products. 

Congress did recognise that the adoption of this amendment, along 

with the Section 22 amendment, might cause the United States to 

breach GATT. Certainly a number of the contracting parties, including 

New Zealand, believed that the embargoes and quotas imposed on 

dairy products under the authority of Section 104 were contrary to 

1Ibid., p. 734. 
2Ibid. -
3Mackenzie, op.cit., p. 187. 
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the trading rules of GATT. A formal complaint to that effect was 

lodged at the Sixth Session of GATT in 1951 by New Zealand and 7 

other oountries. 1 At the same session a resolution was passed 

declaring these restrictions to be an infringement of Artiole XI. 

Similar resolutions were passed at the Seventh and Eighth Sessions 

and although the Netherlands did take retaliatory aotion under the 

provisions of Artiole XXIII in reducing its annuai import quota of 

wheat flour from the United States by 12,000 matrio tons, there was 

very little the offended parties oould do. The United States 

administration argued that it had taken no actions which were 

contrary to the rules of GATT and maintained this position right 

up to the time it was granted a waiver of GATT obligations. 2 

When compensatory aotion by the Netherlands was first 

authorised by the oontraoting parties in October 1952, The New York 

Times wrote, 

Whether American farm interests, as requested in Congress, 
and Department of Agriculture officials oan be influenced 
by the retaliation to recognise the connection between 
American agricultural policy and American international 
trade policy is something none of the delegates here (Geneva) 
is prepared to bet much on. It is olear, however, that a 
strong effort to make clear to American farmers beyond a:ny 

. doubt that I trade is a two-way street' has been formally 
launched today by· countries all of whioh would prefer not 
to be in the role of teachers of this rather ancient 
prinoiple. 3 

The controversial amendment to the Defence Production Aot was 

1The other countries were the Netherlands, Denmark, Australia, Canada, 
France, Italy and Norway. . 

2Jaokson, op.cit., p. 735n. 
3Quoted in Alan Rau, A ioultural Polio and Trade Li~eralisation in 

the United States, 1934 - 195 Librairie E. Droz, Geneva, 1957 , p. 15. 
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allowed to lapse in June 1953, but not before President Eisenhower 

had a.greed to continue import restrictions on dairy products, along 
I 

with some other commodities, by the imposing of quantitative 

restrictions under Section 22 of the Agricultural Adjustment Act, as 
I 

amended. 

At the Ninth Session of GATT in 1954 - 55 the United States 

requested a waiver of its commitments under the Agreement, insofar 

as suoh commitments might be regarded as inconsistent with recent 

action taken under Section 22. It was quite clear to the contracting 

parties that the United States would, whether or not GATT granted 

the waiver, carry out the Congressional enaotment. 1 Indeed, there 

was a very real possibility of the United States forsaking GATT if 

the waiver was refused. Without the United States there was little 

doubt in most parties>minds that GATT would flounder. New Zealand, 

however, voted against the granting of the waiver. It considered 

that such action was a real threat to the future liberklisation 

of trade and has maintained sinoe that the granting of the waiver 

has been a principal reason for the lack of progress achieved in 
! 

GATT with the problems of trade in agricultural products. 

:By their vote the contracting parties granted the United States 

a waiver of its obligations under Article II and XI to the extent 

'necessary to prevent a conflict; with action taken l.L~der Section 22. 

The waiver not only permits import quotas which are inconsistent with 

the trading rules of GATT, but also permits increased tariffs on 

agricultural commodities on whioh the United States tariff had been 

1 Jackson, op.cit., p. 735. 
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bound. The waiver, while open-ended, does, however, require the 

United States to present an annual report to GATT regarding the 

actions taken under Section 22 and to consider representations made 

by a contracting party during the oourse of a Section 22 investigation. 

In granting the waiver, the contracting parties declared: 

••• they regret that oiroumstahoes made it necessary for the 
United States to continue to apply import restrictions which, 
in certain cases, adversely affect the trade of a number of 
oontraoting parties, impair oonoessions granted by the United 
States and thus ·impede the attainment of the objeotives of 
the General Agreement. 1 

The contracting parties have continued since 1955 to review 

the United States waiver and various aotions taken under Section 22. 

New Zealand, together with a number of other countries, has continually 

pointed out the unfairness of the waiver but that is about all it 

can do. The right of injured countries to take retaliatory action, 

with the approval of GATT, under the provision of Article XXIII was 

preserved at the time of the waiver but the difficulty in using this 

form of redress is to find acrtion which is likely to hurt the 

offender without hurting the complainant. 

New Zealand's attitude to the United States waiver could be 

summed up in the words of an American writer: 

In effect, the waiver was a unilateral privilege granted the 
United Sta.tea, that violated the balanoe of rights and 
obligations negotiated under the GATT and jeopardised future 
efforts to free agricultural trade from governmental 
restriotions.2 

Certainly New Zealand could get no satisfaction, as Professor 

G.E. Britnell has put it in reference to the implications of the waiver 

1contracting Parties to the GATT, B.I.S.D., Third Supplement, (Geneva, 
GATT, 1955), p. 35. 

2Boris c. Swerling, •Current Issues in Commodity Policy•, Essays in 
International Finance, No. 38, June 1962, p. 9. 



on Canadian wheat exports to the United States: 

Presumably Canadians may take comfort from the thought that 
if they get hurt henceforth the injury will not have been 
illegally inflicted.1 
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Indeed, as New Zealand's Minister of Finance, A.H. Nordmeyer, told 

the Plenary meeting of the Thirteenth Session of GATT in 19581 

The faot that some of these restrictions are imposed by 
virtue of a waiver does not make them any easier for us to 
bear. We are being damaged. That is the simple fact, whether 
it is legal under GATT or otherwise. It ia no help to be told 
that we might :withdraw oqnoessions previously given. This does 
not help to sell our exports~ nor does it contribute to the 
objective of GATT to expand international trade. 2 

Haberler Report 

The United States waiver did focus the attention of agricultural 

exporting countries on the limited ability of GATT to deal with 

agricultural trade problems. The growth of large surpluses in the 

mid-fifties and the accompanying difficulties New Zealand and others 

had in persuading the United States to deal with its domestic 

agricultural problems and thereby prevent disrupting the world market 

by its dumping surplus stook~, demonstrated still further the 

intractibility of the problems of agricultural trade. As Gerald 

Curzon oommentsa 

The United States obviously found the agricultural surplus 
discussions in Gatt embarassing. On the one hand, given 
the domestio political situation, surplus production oould 
not be stopped and, on the other, to give these surpluses to 
hungry nations was obviously only a seoond-best solution ••• 

la.E. Britnell, 'The Implications of United States Policy for the 
Canadian Wheat Economy', The Canadian Journal of Economics and 
Political Science, Vol. XXII, No. 1, February 1956, p. 10. 

2External Affairs Review, Vol. VIII, No. 10, October 1958, p. 25. 
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the United States was by this process just exporting her 
surplus stock problem to such countries as Australia, Canada, 
New Zealand, etc., and the under-developed countries who 
aooepted these non-commerical oonsigriments mainly for balance
of-payment reasons exported their deficits to the aforementioned 
cpuntries. Nothing was solvedJ problems were only geographically 
displaced.I 

GATT increasingly concerned itself with the effects of 

agricultural policies. The contracting parties agreed in 1957 to 

appoint a panel of experts to enquire into trends and prospects 

in international trade with particular reference to 'the future of 

the trade of less developed countries to develop as rapidly as that 

of industrialised'oountries, excessive short-term fluctuations in 

prices for primary products, and widespread resort to agricultural 

protection•.2 

The panel's report, usually referred to as the Haberler Report, 

was the beginning of a series of detailed examinations carried out 

by GATT on the nature and extent of agricultural protectionism in 

major countries of the world. The agricultural seotion of the 

report focussed on measures which protect agriculture. It noted 

that practically all schemes of agricultural protection·can be 

analysed into some combination of three possible elements. Firstly, 

those measures which directly discourage imports. These include 

import duties, quantitative restrictions, multiple exchange rates, 

compulsory mixing ratios and bilateral Be"Teements between foreign 

1aerald Curzon, Multilateral Commercial Di lomac: The General 
A eement on Tariffs and Trade and ts Im act on National Commercial 
Policies and Techniques London, Michael Joseph, 19 5, pp. 17 - 177. 

2Trends in International Trade (Geneva, GATT, 1958), p. 1. The panel 
consisted of four eminent economists, headed by Gottfried Haberler, 
Professor of Economics at Harvard University. 
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exporters to limit their exports to the country in question as an 

indirect means of restricting foreign supplies on the domestic 

market. Seocndly, measures which directly encourage exports; that 

is, those measures which distort the price mechanism to the 

disadvantage of the foreign producer. These include export 

subsidies, multiple exchange rates and state-trading operations. 

Thirdly, those measures which directly encourage domestic production. 

Suoh measures as the atraight=forward subsidies, or indireot 

subsidies to farmer's incomes by subsidising his costs of production 

or by the use of tax privileges, were included in this category. 

These measures reward the farmer at a level above the rate 

corresponding to the price at which he could sell his produot. 1 

While the panel could not determine to what extent the 

relatively slow growth in agricultural trade since the Second World 

War was due to protectionism, or changes in comparative advantage, 

it did point to •two incontrovertible facts': first, agricultural 

protectionism existed at a high level in most of the highly industrialised 

countries and, secondly, that development of production and 

consumption of agricultural commodities in these countries had been 

such as to make net agricultural imports more and more marginal in 

relation to their total domestic production and consumption of such 

products. 'These two facts together suggest that agricultural 

protectionism in the highly industrialized countries is now a major 

factor restricting the world.trade in such products•. 2 

1Ibid., pp. 81 - 82. 
2Ibid., p. 87. 
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The panel observed thata 

Many of the primary producing countries are of the opinion 
that the rules and conventions which are at present applied 
to oommeroial policy and international trade show a lack of 
balance unfavourable to their interest. The main development 
which has brought this feeling to a head is the continued 
application of quantitative restrictions against imports of 
agricultural products by a number of highly industrialized 
countries, who are no longer in balance-of-payments 
difficulties. The GATT rules permit quantitative import 
restrictions on balance-of-payments grounds, but not on 
agricultural grounds, and so long as this situation persists, 
the exporters of competing agricultural products can 
legitimately claim that they are not getting the treatment for 
which they bargained when they first became contracting parties 
to GATT. This feeling is reinforced by the prospect that in 
the European Economic Community one set of rules may be applied 
to industry, 'but another to agrioul ture. Combined with this 
is the feeling that subsidies to production are in fact much 
more easily used by rioh countries to promote their agriculture 
••• thus work[ingJ unfairly to the advantage of the rich, highly 
industrialized oountries. 1 . 

These comments seem to sum up very concisely New Zealand's attitude 

to the problems of agricultural trade and the inability of GATT to 

deal with it. The report goes on to sayg 

••• we believe that there is substance behind this feeling 
of disquiet on the part of exporters of primary products. If 
it is not met in negotiation by the importers of primary 
products, the general system of clearing the channels of trade 
by a general all-round negotiated reduction of trade barriers 
(a system which is typified by the GATT) may suffer a serious 
setback; and this would certainly be to the disadvantage of 
the highly industrialized as well as of the primary producing 
countries. 2 

Committee II 

When the trade minister of the oontraoting parties met to 

consider the findings of the Haberler Report each, however protectionist 

or free trading, found justifications in the report for his oountry's 

1Ibid., pp. 123 - 124. 
2-
~·, p. 124. 



adopted polioy. 1 Despite this disappointing initial reaotion 

there was agreement that three oommittees be set up to deal with 

partioular problems. One of them, Committee II, was oharged with 

assembling 'data regarding the use by contracting parties of 

non-tariff measures for the proteotion of agrioultural produoers, 

and the a.grioultural policies from which these measures derive•. 

The Committee was also to examine the effect of these measures on 

international trade, to oonsider the extent to which the existing 

232 

rules of GATT and their application were inadequate to promote 

international trade and appropriate steps that might be taken in the 

oircumstanoes. It was also requested to suggest procedures for 

further oonsultations on agricultural policies as they affected 

international trade.2 

After investigating the policies of 34 countries the Committee 

published its oonolusions. Many points brought up in the Haberler 

Report were reiterated. The Committee found that the adoption of 

protective devices in traditional importing countries had plaoed a 

heavy burden of adjustment on exporting countries, and the benefits 

whioh the latter countries had expected to receive under the General 

Agreement had been impaired or nullified by non-tariff barriers. It 

noteds 

These developments are of suoh a ohar-aoter that either they 
have weakened or threatened to weaken the operation of the 
General Agreement as an instrument for the promotion of 

1see Curzon, op.oit., pp. 182 - 185. 
2GATT Programme for Expansion of International Trade, Trade in 
Ag:rioultural Products, Seoond and Third Reports of Committee II 
(Geneva, GATT, 1962), p. 7. 
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mutually advantageous trade.1 

Of the countries examined, the Committee estimated that non-tariff 

measures oovared the trade of 84 per cent of all butter production, 

59 per cent of cheese production, 52 per cent of sugar production 

and 87 per cant of wheat produotion. 2 

Looking towards a solution, the Committee suggested two wey-s 

to deal with these problems. One was to limit production in those 

countries where it was unnaturally stimulated by high domestic prices 

and the other was to draw up a price agreement. Prices, it said, 

should not be such that (a) production ceased to be renumerative 

for efficient producers; (b) producers would be induced to increase 

production beyond existing outlets; or (c) expansion of consumption 

would be inhibited.3 

The work of the panel of.experts and of Committee II did lead 

to an attempt within GATT to find new procedures to deal with 

agricultural proteo:tionism. In a statement to the Counoil of GATT 

in September 1961, the Executive Secretary, Mr Wyndham White, said 

he was sceptical as to the usefulness of further attempts to persuade 

the countries concerned to take remedial action. Like Committee II, 

he believed that moderation of agricultural protection in both 

importing and exporting countries was desirable and that it would be 

more beneficial to examine prospects for negotiating terms of access 

to agricultural markets. He referred to the problem of surpluses 

1 
~-' p. 25. 

2Ibid., p. 18. 
3 ~-, p. 24. 



and to the possibility of some link between trade in ag:rioultural 

products and the disposal of surpluses through non-oommercial 

channels. 
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A similar suggestion was made by the French Minister of Finance, 

M. Baumgartner, at a ministerial meeting-of GATT in November 1961. 

The New Zealand delegation at this same meeting showed a good deal 

of interest in these suggestions. As J.R. Marshall told the meeting: 

We ourselves are sufficiently realistic not to expect a 
sudden elimination of all forms of agricultural protectionism, 
but a reasonable and moderate beginning should be made. From 
reasonable and moderate beginnings there should be provision 
for further expansion of aooess.1 

It was agreed by the Ministers that procedures be adopted for 

negotiating 'acceptable conditions of access to world markets for 

agricultural commodities•.2 GATT groups on cereals and meat and, 

later, on dairy products, were established for this purpose. 

The Kenned.y Round 

The development of the European Economic Community, as promoted 

by the Treaty of Rome, was, for political reasons, a move encouraged 

by the United States. However, as the seriousness of the threat of 

the EEC adopting a Common Agricultural Policy (CAP) became more 

apparent, that support was to become more reserved. 

The early 1960s found the United States in a rather ironic 

situation. Whereas during the preoeding deoade it had shown an 

1 GATT Press Release, No. 647, 29 November 1961. 
2contraoting Parties to the GATT, B.I.S.D., Tenth Supplement (GenevaJ 
GATT, 1962), p. 27. 
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apparent disregard to the protests of other countries for its adopted 

agricultural proteotionist praotioes, in the sixties it was to find 

itself becoming increasingly aggravated by the protectionist policies 

of other countries, partioularly the EEC. The importance of exports 

to the American farmer had increased. Whereas in 1951 exports as a 

proportion of farm reoeipts totalled 10 per cent, in 1961 they had 

increased to 14 per cent and by 1968 had reached the level of 16 

1 per cent.- More than ever the United States wanted to ensure a 

continuation of export market growth. 

The setting up of a CAP was dealt with only in a general way 

in the Treaty of Rome, leaving the details to be filled in as the 

Community progressed. Nevertheless the Treaty did cite several 

objectives that a CAP should be designed to aocomplish. These were 

to increase agricultural productivity, to ensure fair standards 

of living for the agricultural population, to stabilise markets, to 

guarantee regular supplies, and to ensure reasonable prices to 

consumers.2 Further important deoisions on the framework of the 

CAP were not announced until 1962 when the Common Market countries 

agreed to initiate a system of variable levies, which would, in 

effect, insulate the member country's markets from world price 

influences, thereby having the desired effect of stimulating production 

and inoreasing self-sufficiency. 

The adoption of such a system of protection was soon perceived 

1Luther Tweeten, Foundations of Farm Policy (Lincoln, University of 
Nebraska Press, 1970), p. 462. 

2Artiole 39 of the Treaty of Rome. 
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by the United States as a threat to its largest agrioultural market. 

As the Seoretary of Agriculture, O.L. Freeman, noted: 

Protective devioes adopted or proposed by the Common Market 
centre around the use of a variable levy fee. To some people 
these levies appear as a gate on a dam which can be raised 
or lowered depending on the amount of water needed on the 
other side. To others, these levies appear to be more like 
a moving high-jump bar which rises to disqualify even the 
most proficient competitor. 1 

As Table 6 - 1 indicates, in the early 1960s the EEC oountries 

accounted for over 20 per oent of American agrioultural exports. 

Still more importantly, they aocounted for nearly 30 per cent of 

United States oomn'lercial farm exports (Table 6 - 2). There were 

fears that this trade, especially in grains, would be drastically 

cut by the adoption of a CAP. These fears became even more acute 

when the Maomillan Government announced its intention to take 

Britain into the EEC. Forty per cent of American commeroial 

agricultural exports went to the 'Six' and the United Kingdom in 

1962. 

Before the CAP became operational in June 1962 there had been, 

as part of the overall settlement of the Dillon Round of tariff 

negotiations (1960 - 61), an undertak:i.ng by the EEC to negotiate 

trade with the United States at a future date. The passage of the 
I 

Trade Expansion Act of 1962 gave the President authority tb undertake 
I 

such negotiations. However, it was soon made clear by the United 

States that there was no possibility of it agreeing to a tariff 

bargaining conference unless it was given prior assurances oonoerning 

1Address to the National Council of Farmer Co-operatives, Miami 
Beaoh,Florida, 8 June 1962, as quoted by Michael Tracy, Agriculture 
in Western Europes Crisis and Adaptation Since 1880 (London, 
Jonathan Cape, 1964), p. 353. 



TABLE 6 - 1 UNITED srATES AGRICULTURAL EXPORI'S TO THE EUROPEAN ECONOMIC COMMUNITY AND THE 
UNITED KINGDOM, YEARS ENDING 30 JUNE 1955 - 1970, BY SELECTED YEARS 

Tota.l U.S. Agrioultural 
Exports 

Exports to Eli:C 

Exporia to u.K. 

EEC Percent$.ge 

U.K. Percentage 

Average 
1955 - 59 

4,093 

98o& 

441 

23.9& 

10.8 

1962 

5,078 

1,184 

367 

23.3 

7.2 

1964 1966 

(SUS million) 

6,068 

1,333 

·448 

22.0 

7.4 

6,677 

1,594 

435 

23.9 

6.5 

Source: U .s.D.A., Agricultural Statistics (various issues) .. 

a 
Excludes Luxemburg. 

1968 

6,315 

1,403 

397 

22.2 

6.3 

· 1970 

6,646 

1,383 

406 

20.8 

. - 6. ·1 

I\) 
~ 
....;r 



TABLE 6 - 2 UNITED Sl'ATES COMMERCIAL AGRICULTURAL EXPORTS TO THE EIJROPEAN ECONOMIC COMMUNITY 
AND THE UNITED KINGDOM, YEARS ENDING 30 JUNE 1955 - 1970, BY SELECTED YEARSa. 

Total U .s. Commercial 
Agricultural Exports 

Sales to EEC 

Sales to U .K. 

BC Percentage 

U.K. Percentage 

Average 
1955 - 59 

2,663 

. 743b 

362 

Z7.9b 

13.6 

1992 

3,543 

1,173 

359 

33.1 

10.1 

1964 1966 

(SUS million) 

4,550 

1,321 

446 

29.0 

9.8 

5,061 

.1, 580 

417 

31.2 

8.2 

Source: u.s.D.A., Agricultural Statistics (various issues) .. 

1968 

4,713 

1,378 

397 

29 .. 2 

8.,4 

1970 

5,633 

1,383 

406 

24.6 

1.2 

8united States agricultural commercial transactions include, in addition to unassisted commercial 
transactions, shipments of some commodities with governmental assistance in the form of ( 1) b~ter 
for-oversea.a procurement for u-.s. agencies, ( 2) extension of credit and credit guarantees for 
relatively short periods, (3) sales of Government-owned commodities at leiss than domestic market 
prices, and (4) export payments in cash or in kind. 

b 
Excludes Luxemburg. 

I\) 
1.,.1 
0, 
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freer trade in agricultural commodities. A prominent theme in the 

campaign for the Trade Expansion Act bad been the need to maintain 

and expand American agricultural exports to the EEC. The powerful 

American Farm Bureau Federation had given its reluctant support to 

the bill only after it had been amended to provide a firmer commitment 

on agriculture. 1 The inclusion of the provisions of Section 252 

of the Aot which directed the President to take appropriate steps 

to eliminate restrictions on United States agricultural exports, 

including if necessary, withholding concessions from the countries 

concerned, ensured at least that agriculture would be given greater 

emphasis in the coming tariff negotiating conference than it had 

in the past. 

There was agreement at the Ministerial meeting of GATT in May 

1963 that specific actions should be taken to help trade in 

agricultural products and a call was made for comprehensive 

negotiations (the Kennedy Round) to begin in May 1964. The section 

of the ministerial resolution dealing with agriculture stated that 

the negotiation should •cover all classes of products ••• including 

agriculture' and thats 

In view of the importance of agriculture in world trade, the 
trade negotiations shall provide for acceptable conditions 
of access to world markets for agricultural products •.• in 
furtherance of a significant development ap.d expansion of 
world trade. 2 

1 . 
Congressional Quarterly Service, Legislators and the Lobbyists 
(Washington, D.C., 1965), p. 63. 

2contracting Parties to the GATT, B.I.S.D., Twelfth Supplement 
( Geneva, GATT, 1964), pp. 47 - 48. 
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This resolution, together with the expressed desires of the United 

States, gave New Zealand some hope of negotiating more favourable 

aooess to various markets, particularly for dairy products, lamb, 

mutton, beef and veal. 1 

Despite the United States repeatedly and unequivocally stating 

that concessions in agriculture were a~ qua ..!!2!2 for its aooeptanoe 

of any final Kennedy Round results, only limited success was 

achieved in agricultural trade, and that only in respect to trade 

in wheat, where a common fund for food aid to poorer countries was 

the new feature included in a reformed International Wheat Agreement. 

The Trade Negotiations Committee for the Kenneey Round had soon 

become bogged down in trying to formulate agreed rules to govern 

and methods to be employed in negotiating agricultural agreements.2 

Although a number of tariff concessions, primarily on a bilateral 

basis, were agreed to for some agricultural commodities, including 

wool, lamb and meat by-products, these were mainly from countries 

where access already existed for. these products. The problems of 

access to other markets, partioula~ly for dairy products, still 

remained. 

The Kennedy Round was the first occasion in which consideration 

of non-tariff barriers and provisions of acceptable conditions of 

access to world markets for agricultural products were included in 

the bargaining. Few of the contracting parties could, however, 

1A.J.H.R., 1968, Vol. IV, H - 44, P• 47. 
2see A.H.M. Albregts and A.J.W. van d~ Gavel, •Negotiating 
Techniques and Issues in the Kennedy 1Round•, in Frans A.M. Alting 
von Geusau, (ed.), Economic Relations After the Kenne Round 
(Leyden, A.W. Sijthoff for the John F. Kennedy Institute, 19 9), 
pp. 36 - 45. 
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be responsive to the United States argwnents for liberalising 

agricultural protection schemes of others, whether or not 

consistent with GATT, ao long as the United States retained an 

open-ended waiver for agricultural protection. As Under-Secretary 

of Agriculture, J.A. Schnittker, was to comment in 1969r 

One of the United States long-run objectives in agriculture 
must be expansion of-world trade on the basis of efficiency 
and comparative advantage.· 'And if we:want to apply this 
principle to our exports, we will be expected to apply it also 
to those products we import.1 

Post-Kenne;y Round 

At the Twenty-fourth Session of GATT, in November 1967, the 

first to be held after the conclusion of the Kennedy Round, the 

contracting parties reviewed their work of the past twenty years. 

New Zealand was represented at this session by the Deputy Prime 

Minister, J.R. Marshall, who, in a speech to the contracting parties, 

highlighted the disparity of benefits gained in GATT between 

agricultural and industrial goods. Referring to the Kennedy Round 

he stated that for most of New Zealand's major products, especially 

where non-tariff barriers were involved, 1 the declared objectives 

of the Kennedy Round turned out to be illusory'. He went on to qu~te 

a speech made by the Director-General of GATT, at Heidelberg on 

12 $eptember 1967s 

Once again the negotiations fell far short of anything like 
full success in relation to agriculture and this despite a 
determined effort to integrate agriculture fully into the 
negotiations for the first time in the history of post-war 
trade relations ••• 

1John A. Schnittker, 'Effects o.f Agrioul tural Trade Obstacles', 
Foreign Agriculture, Vol. VII, No. 1, 6 January 1969, p. 5. 



He further quoted the Direotor-Generalz 

It is easy to understand the mounting1exasperation of the 
traditional producers and exporters, for whom agriculture is 
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not an adjunct to a powerful industrial eoono~y, but the main 
basis of their economic well-being. i Is it possible to construct 
a viable international economic and'tradingsystem which in 
effect leaves agriculture completely outside the rules of the 
game? Clearly not indefinitely - and yet we have still to 
find the answers and techniques for.reconciling the political 
and social necessities of domestic &gricultural policies with 
a viable and acceptable basis for trade in agricultural produots. 1 

Of particular urgency to New Zealand was the need for an· 

agreement on dairy produotse The Kennedy Round had shown that there 

was no possibility in the immediate :future of negotiating better 

terms of access for dairy products. The EEC dairy surplus was 

mounting and it, along with a number of o'.ther countries, was using 

price-cutting methods on overseas markets in order to dispose of its 

"' large surplus stooks. Such actions were having extremely detrimental 

effects on markets where New Zealand was trying to develop an 

expanding trade (see Table 6 - 3 for examples). 

New Zealand had been criticised by the United States Congressional 

delegate for Trade Negotiations, T.B. Curtis, in a report to Congress 

on 13 April 1967, for the tactics it had used in negotiations in the 

Dairy Group during the Kennedy Round. 

There has been little progress to speak of in the dairy 
negotiations in part because there are but a few participants 
who want to change the international status quo, and New 
Zealand has not concentrated its fire on the EE~ which 
clearly is a stumbling block because of its huge surpluses. 
Instead, it seems that increased aooess to the U.S. market 
has been the main objective, and U.S. section 22 quotas 
on dairy products, clearly a minimal form of protection in 
comparison with the dairy policies of the EEC, have beoome 
the whipping boy.2 

1External Affairs Review, Vol. XVII, No. 11, November 1967, p. 29. 
2Quoted in G. Palmer, 'Peasant Powers GATT and Dairy Products•, ~ 
Zealand Economist and Taxpayer, Vol. XXIX, No. 8, November 1967, P• 13. 



TABLE 6 = 3 

Skim Milk Powder 

Philippines 

.New Zeal and 
EEC 

PRICES QUOTED FOR DAIRY PRODUCTS IN SELECTED 
PACIFIC MARKETS, 1968 - 69 

1 Jan. - 30 June 1 July - 31 Dec. 1 Jan. - 31 
1968 1968 1969 

($US per Ton o.i.f.) 

Z"{O - 210 210 - 200 200 
•• 154 154 
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May 

(Nether lands) (Netherlands) 

Chile 

New Zealand 266 235 181 
EEC 225 173 180 

(Netherlands) (Belgium) (Belgium) 

Butter 

Mala;;rsia.-Singapore 

New Zealand 803 726 584 
EEC 665 - 518 

(Netherlands) 
518 518 

Peru 

New Zealand 664 644 - 556 533 
EEC 450 485 - 415 440 

(France) (Netherlands-
Belgium) 

(France) 

~n2-,ldrous Milk Fat 

Malaysia 

New Zealand 685 638 638 - 590 
EEC 646 590 590 

(Nether lands) 

Peru 

New Zealand 685 - 638 638 590 
EEC 610 ... 485 

(Nether lands) (Belgium) 

Source: F.W. Holmes, et.al., New Zealand and an enlar1ed. EEC, (Wellington, 
New Zea.land Monetary and Eoonomio Council, Report No. 19, 
1970). 
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Perhaps New Zealand did concentrate its attack too much on the 

United States, but the comments of Curtis can to some extent be 

discounted when one recalls that at this time intense pressure wae 

being applied by the American dairy lobby to have even greater 

restrictions imposed on dairy imports. 1 Granted, Section 22 quotas 

do allow some dairy imports, while the EEC variable levy can be 

manoeuvred to prevent imports, but it oould hardly be accurately 

described as a 'minimal form of protection'. 

New Zealand at the Twenty-fourth Session of GATT proposed 

and won agreement to the setting up of a Working Party on Dairy 

Products. The Working Party was to seek an interim agreement on 

measures to reduce or remove distortions in commercial trade oaused 

by the unlimited use of export subsidies in disposing dairy surpluses. 

In taking this initiative New Zealand's main objective was to 

achieve a minimum pricing agreement for butter and milk powder and, 

possibly later, the negotiation of international agreement for 

dairy products similar in nature to that achieved in GATT for 

grains. 2 

Since then arrangements establishing a minimum import price 

on skim milk powder have been agreed to by all the major dairy 

exporting countries, except Ireland.3 It appears likely that this 

arrangement will be extended in the near future to include anhydrous 

milk fat, but in the case of butter, the most important item, no 

lsee above, pp. 83 - 84. 
2A.J.H.R., 1969, Vol. IV, H - 44, P• 50. 
3FAO Commodity Review and Outlook, 1969 1970 (FAO, Rome, 1970), p. 156. 



245 

progress has yet been made,.lWhile these arrangements set a 

minimum prioe in the world market the problem of aooess still remains 

and is just as formidible as evere 

The Working Party on Dairy Produots was one of several groups 

set up after the Kennedy Round to oontinue study into particular 

trade problems. At the Twenty-fourth Session of GATT the contracting 

parties agreed to undertake a co-ordinated programme for further work, 

including the setting up of an Agriculture Committee to examine 

agricultural problems in the context of GATT objeotives to cover 

relevant agricultural trade and production policies for all products 

important to international trade. It was hop·ed that such examination 

would prepare the way for subsequent consideration of 'positive 

solutions whioh could be mutually aooepted by all the contracting 

parties oonoerned•. As in the oase of the Haberler Report and the 

Committee II reports, the problems have been identified but 

unwillingness still persists on the part of the industrial countries 

to do something positive about them. 

Other Multilateral Organisations 

Besides GATT, New Zealand has pursued understandings in 

agricultural trade in several other international organisations. It 

has attempted through its membership of these organisations to 

support and oomplement initiatives taken in GATT. 

One such organisation is the FAO. The services of this agency 

of the United Nations, although predominantly concerned with the 
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problems of increasing agricultural production in developing countries, 

are very useful in focusing international attention on agricultural 

commodity problems. Its annually compiled detailed analyses of 

production of and trade in primary products on a commodity by 

commodity basis provide much valuable information. This information 

is useful in identifying both regional and national imbalances and 

.pointing to areas where progress might be made. 

Of particular interest to New Zealand is the Organisation's 

Committee on Commodity Problems. The Committee is not a negotiating 

forum and as suoh 'it is a group in which issues can be advanced and 

conaidered with some objectivity. Where the Committee considers 

that the problems of a particular commodity require international 

consultation and study 9 it establishes specific study groups for 

that purpose. Recently, for example, an inter-governmental study 

group on meat was established to examine, among other things, 

veterinary and marketing specifications of major meat markets as well 

as other problems of aooess exporters have to contend with. 1 

New Zealand has also been a member of the FAO Consultative 

Subcommittee on Surplus Disposal since its formation in 1954. This 

is a subcommittee of the Committee on Commodity Problems and was 

established following the accumulation of large surpluses, particularly 

of dairy products, in the mid-fifties.2 The aim of the subcommittee 

has been to have member governments cooperate in the disposal of 

1FAO Commodity Review and Outlook, 1970 - 1971 (FAO, Rome, 1971), 
P~ 58. 

2 
See above, P• 73. 
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surplus agricultural oommodities in suoh a way as to oause least 

possible damage to normal oommerioal trade of other countries. Some 

auooeaa, particularly with the United States, has been achieved 

during the last deoade and more, in its disposal of surplus dairy 

products. 

UNCTAD, whioh was established in response to pressure from 

developing countries, reflecting their dissatisfaotion with the soope 

for progress within GATT, provides New Zealand with another 

opportunity to contribute international pressure in the hope that 

some rationalisation in trade in agriculture may result. As 

B.E. Talboys, then Minister of Agrioulture, told the first meeting 

of UNCTAD in 19641 

My oowttry has continually urged th.a improvement of acoess 
for trade in agricultural products, for example, in the GATT 
where there has been some, though regrettably little, 
progress. The majority of countries with centrally planned 
economies are, however, not represented within GATT and we 
therefore welcome the opportunity to meet them in this 
international forum and to urge them also to improve 
conditions of aooess to their domestic markets. Too often 
in the past their trade has been conducted on the basis of 
meeting sporadic shortfalls in their domestic requirements. 
What is needed is aooess on an assured and continuing basis 
for a wide range of goods whioh oan be produced on terms 
competitive -to their own produotion.1 

On the question of market aocress for temperate zone agricultural 

commodities, there was no progress at the 1964 oonferenoe, nor does 

it appear, at the subsequent two meetings held in 1968 and 1972. 

In June 1970 New Zealand took up associate status with the OECD 

whioh allows it to sit on the Organisation's agriculture committee. 

1External Affairs Review, Vol. XIV, No. 3, March 1964, p. 32. 
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Prior to formal membership New Zealand did attend oooasional OECD 

discussions on agriculture and was especially active in the 

Organisation's moves towards standards for seed certification on 

an informal basis and had become a party to the 'Gentlemen's 

Agreement on Wholemilk Powder' established under the auspices of the 

organisation to regulate world trade in wholemilk powder. 1 As all 

the temperate zone countries of Western Europe, North America and 

Japan are members of OECD, this forQm provides another means of 

participating in, and having aooess to, a wide range of disoussion.s 

on standards, commodities and trade. 

Evaluation 

The above examination has attempted to highlight the ambivalent 

nature of American trade policy and the inability of New Zealand to 

gain any redress for its grievances in multilateral forums, 

partioularly GATT~ New Zealand has regarded the granting of a 

waiver to the United States of its GATT obligations as a principal 

reason for the lack of progress in liberalising agricultural trade. 

There seems no doubt that restrictions imposed under Seotion 22 of 

the Agricultural Adjustment Aot have impeded American efforts to 

bargain down EEC restrictions on agricultural commodities and have 

forced United States delegates at GATT conferences to fight for more 

liberal international trade with their hands tied. As one American 

observer has commented, 

1A •. J .H.R., 1971, Vol. IV, H - 44, pp. 64 - 65, and Press, 27 June -1970. 



We in the United States bear some responsibility for its 
adoption [that is, the CAP], in part because its oonoeption 
owes muoh to our own legislation of the 1940's and 1950's 
and in part beoause during the Dillon Round of tariff 
negotiations (1960 - 1961) we acquiesced in the variable 
levy ••• 1 
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While quite substantial reductions have been achieved in the 

protection of industrial goods since the end of the Second World War, 

trade in temperate-zone agricultural products has come to be recognised 

as 'the nastiest and most intractable problem confronting the world 

trading community' • 2 The problems and effeats of agricultural 

protectionism have been identified by a number of study groups in 

different international forums but as yet there appears to be a lack 

of willingness on the part of the industrial countries to do anything 

positive to rectify this alarming situation. The most that New 

Zealand and other affected countries have been able to do is to 

continue to register their protests in the hope that eventually 

some magnanimous attitude on the of the industrial countries 

may emerge. Any agreements that have been achieved have been 

limited in their scope to mainly pricing arrangements and have only 

surfaced after a long process of study and persuasion. 

It was only as recently as the Kennedy Round that non-tariff 

barriers and agricultural trade were included in the bargaining 

process of a GATT negotiation. Although little was achieved, at 

1Houthakker, op.cit., p. 764. 
2Gerald and Victoria Curzon, Hidden Barriers to International Trade 

(London, Trade Policy Research Centre, 1970), p. 1. See also the 
address, 'International Trade in the 1970s: Some Immediate Problems', 
by Olivier Long, the Direator-General of GATT, to representatives of 
German Industry and Commerce, 26 January 1970, in Journal of World 
Trade Law, Vol. IV, No. 3 (May 1970), PP• 499 - 505. 
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least it was a tentative beginning. However, there appears to be 

no possibility of a major relaxation in barriers to agricultural 

trade so long as the industrial countries are not prepared-to oome 

to grips with the problem and negotiate realistically. The United 

States has indicated in recent years that it is no longer prepared 

to humour indefinitely the restrictions imposed on its agricultural 

exports by the EEC and other countries. Only the United States 

appears to have the bargaining ability to change the present 

chaotic international agricultural trading situation but it seems 

likely that if it is to be able to achieve this it too must be 

prepared to put its own house in order and not have its negotiating 

position blunted by its O'Wll agrioultural policies. 



CHAPTER VII 

CONCWSION 

251 

During the last two decades there can have been very few 

occasions when a New Zealand Minister visiting Washington, or a 

member of the United States administration visiting New Zealand, 

has not discussed trade matters affecting the two countries. New 

Zealand has sought, particularly since the threat of British entry 

into the EEC loomed so ominously on its horizon in the early 1960s, 

greater opportunities to diversify its markets for its agricultural 

oommodi ties. 

While the United States has been among the strongest advocates 

of multilateral, non-discriminatory world trade, it, like most 

other highly industrialised countries, pursues internal price support 

schemes for some agricultural commodities which, because of 

significant differentials between domestic and prevailing world 

prices, require some form of protection to prevent an influx of 

imports. Such support·polioies often promote unduly high prices 

whioh can discourage consumption and can in turn lead to dumping of 

surpluses in third markets. The application of trade barriers in 

these countries and competition from subsidised surplus d~sposals in 

other markets have frustrated and severely limited New Zealand's 

diversification drive in some agricultural commodities. 

As we have seen in examining the United States market, only in 

those commodities where New Zealand does not compete directly with 

the domestic producer has it been able to make substantial sales 
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in that market. This has been partioularly the experience in beef 

and carpet wools. Although ceilings are imposed on beef imports by 

what the Administration continues to euphemietioally describe as a 

system of 'voluntary restraints' it has nevertheless allowed New 

Zealand to increase its sales of this commodity in the world's most 

attractive market. The bulk of the imported beef is used for 

manufacturing and as such has been filling a deficiency in domestic 

supplies. 

Despite a number of determined efforts by the lamb lobby there 

are no quantitative restrictions on lamb imports in the United States. 

New Zealand has developed a si~eable market for. lamb in that country, 

but unlike other red meats, wool and dairy products the main problems 

of further penetration appear to be a lack of consumer knowledge and 

demand for the product, as well as some inadequacies in New Zealand's 

marketing operations. 

For those commodities which compete directly with the domestic 

producer the situation has been far from satisfactory from New , 

Zealand's point of view. No ooncessions, other than a 50 per cent 

duty reduction on grades finer than 441 s have been negotiated since 

1947 on raw wool used for apparel purposes. The American tariff on 

raw wools has been an extra burden the New Zealand wool industry has 

had to contend with a.ta. time when wool's position vis-_!-~ the use 

of man..;.made fibres has been diminishing. 

The greatest frustrations, however, have been experienced in the 

trade of dairy products. Not only have American actions severely 

curtailed New Zealand's potential sales to the United States but they 
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also have made it difficult to discourage other countries to be no 

leas protectionist. 

Particularly in trying to negotiate better terms of access 

for its dairy products has New Zealand fo~nd that appeals to economic 

logic fail to make much headway so long as powerful agricultural 

groupings in highly industrialised countries are able to exert 

enough pressure against basic changes in their price support 

programmes. In such situations comparative efficiency arguments 

appear to be seldom politically adequate for men who depend for 

their power on votes from suoh groups. 

In the American political system there is an inherent rural 

bias and the pressures agricultural protectionist groups have been 

able to exert because of this have been partly responsible for the 

frequently observed credibility gap in American trade policy and the 

uncertainty which has surrounded continuing access for some 

agricultural commodities. New Zealand, because of its lack of 

bargaining power and because some of its most important exports 

compete directly with sensitive American agricultural industries, 

has not been able to offer significant enough gains to the United 

lo 

States in any negotiations which would persuade the government of 

that country to faoe up to the internal political problems open 

access in the commodities of interest to New Zealand would entail. 1 

1Those defending American trade aotions as they affect New Zealand 
seem to be quite fond of pointing to New Zealand's substantial 
trading surplus in its dealings with the United States. See, for 
example, Bruce Brown, 1 N.Z. Lobbies America: A Comment', Political 
Science, Vol. XXII, No. 1, July 1970, pp. 26 - 30. One cannot deny 
that New Zealand' .s exports to the Uni tad States for the 5 years 
between 1967 and 1971 did average $165 million while imports from 

- continued -
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Perhaps of more general interest· to a political scientist 

is the relationship between New Zealand's trade and its political 

and security commitments with the United States. Officials have 

expressed the view t~at New Zealand has been accorded trading 

advantages because of its support for American actions, particularly 

in Vietnam. There appears, however, to be little or no concrete 

evidence to substantiate this belief.I 

Political-Security Relationship 

Regular consultations between the ANZUS partners since 1952 on 

security and political matters have ensured greater contact between 

high level representatives of the three countries. Over much of the same 

·period economic relations between the countries have strengthened. 

While the reasons for these occurrences are much different in 

character, it has nevertheless been assumed by New Zealand on occasions 

- continued -
that country over the same period averaged $103 million (Department 
of Statistics). However, whether or not New Zealand has a surplus or 
a deficit in its bilateral trade balance with that country~its 
protests against American restrictive trading practices are no less 
valid. As we have seen in all the commodities examined Australia, 
like New Zealand, has attempted to 'secure better access for its 
products. Indeed, there has been a great deal of co-operation 
between the two countries in such negotiations. Unlike New Zealand, 
Australia has a substantial deficit in its trade balance with the 
United States. In the years between 1965 - 66 and 1969 - 70 
Australian exports to the United States averaged 8427 million while 
imports averaged $835 million. (Official Year Books of the 
Commonwealth of Australia) However, this favourable trade balance 
has not made the United States any more disposed to removing 
quantitative restrictions on dairy products, for example, or lowering 
the tariff on apparel wools. 

1There has been a recent debate on this subject between Ray F. Goldstein, 
'New Zealand "Lobbies" America: A Case Study', Political Science, 
Vol. XXI, No. 2, December 1969, pp. 18 - 35; 1N.Z. Lobbies America I A 
Rejoinder', Political Science, Vol. XXII, No. 1, July 1970, pp. 30 - 37J 
and Bruce Brown, 1 N.Z. Lobbies America: A Comment', op.cit. 
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that the existing political and security relationship with the 

United States, not only through ANZUS but also SEATO, provides a 

greater base for the resolution of trade policy differences between 

the two countries. 

As has been noted, greater emphasis has been placed by New 

Zealand during the last decade or so on the discussion of economio 

and trading matters affecting the two countries. The American money 

market has become increasingly important as a souroe of borrowing for 

New Zealand. New Zealand has been hopeful that its olose political 

association with the United States might bring, if not in the same 

proportion, similar oommeroial-economic advantages that existed with 

the United Kingdom before the Second World War. But there is, as 

Sir John Crawford has noted, a difference of substance in the way 

in which political and economic relations develops 

The former normally come about by inter-governmental 
agreement ••• Trade, however, while much influenced by the 
'climate• created by the governments, occurs••• part ••• 
by government decisions (e.g. defence orders or purchase 
of equipment for public enterprises), but the greater part 
takes place because of decisions made by private 
entrepreneurs, exercising economic judgements in relation 
to profitability.I 

While trade between New Zealand and the great majority of its 

trading partners is largely promoted by individual producers, 

companies and organised marketing boards, government policies provide 

the political framework which can encourage or stifle trade relations. 

1J.G. Crawford, 'Partnership in Trade', in Norman Harper (ed,), 
Pacific Orbits Australian - American Relations Since 19 2 
Melbourne, F.W. Cheshire, 196 , pp. 43 - 44. 
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In the produotion of dairy products, wool and red meats New 

Zealand farmers and related industries oan, for the most part, 

produce these oommodities far more efficiently than their American 

counterparts. However, political restrictions on trade in these 

commodities by the United States naturally work against that 

competitive position. The goal of the New Zealand government and 

related producer boards therefore has been to prevent the imposition 

of such restrictions, and where they exist, to effect some relaxation. 

Given the asymmetries of the relationship between the two 

countries it has been obviously difficult for the New Zealand 

government to have a:ny impact on the Administration's thinking. One 

way it has attempted to overcome this problem has been by trying 

to stress its existing political-security relationship with the 

United States. 

Documented evidence of this approach goes back to as early as 

1953, less than two years after the signing of the ANZUS Treaty. The 

then Minister of Agriculture, K.J. Holyoake, in a statement in March 

of that year revealing the contents of a Note to the Administration 

concerning restrictions on the entry of New Zealand dairy products, 

saidz 

... the note drew attention to the fact that the actions of the 
United States in introducing import restrictions had not only 
caused harm to the economic prosperity of New Zealand, but also, 
by their nature, had been difficult to understand by the 
people of New Zealand in view of their lack of harmony with 
the mutual accord between the two countries in political 
and security spheres ••• 1 

1External Affairs Review, Vol. III, No. 3, March 1953, p. 7. 
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It has been argued by one American authority that a primary 

reason for the position taken by the Administration and Congress on 

the use of deficiency payments in the National Wool Act, 1954, 

rather than increasing the existing tariff or imposing quotas under 

Section 22 of the Agricultural Adjustment Aoti 

••• was the need for building closer economic and security 
ties with Australia and New Zealand ••• Wool is so important 
to the Australian economy that an increase in tariffs or even 
the imposition of quotas under Section 22 would have been 
disturbing to the Pacific area security efforts. 1 

However, it appears that this was a very minor consideration, indeed 

if at all considered in that light. 

In an Aide-memoirs to Secretary of State Dulles in January 1955, 

the New Zealand government, protesting at the intention of the United 

States to dispose of its surplus butter stooka by offering it on a 

'bid basis' noteds 

Markets of any consequence for butter are confined to a very 
few countries. So far as the United Kingdom is concerned, 
any sales under the proposed bid system would have direct 
and even more serious effeats for New Zealand since the 
United Kingdom market is the customary market for the bulk 
of New Zealand production. There is no scarcity of butter 
in the United Kingdom market; consequently such sales could 
not do otherwise than reduce our export income. This, in 
turn, would prejudice our ability to promote the development 
of our country and our own security, which is of mutual concern 
to both the United States and New Zealand under the ANZUS treaty. 2 

Although the United States did not sell butter by this method in the 

United Kin..gdom, its sales elsewhere caused a heavy oonoentration of 

supplies in that market from -other exporting countries, resulting in 

1Benedict and Stine, op.cit., p. 352n. 
2External Affairs Review, Vol. V, Nos. 1 and 2, January and February 
1955, p. 35. 
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a decline in prices. Indeed, the United States in 1955 was the 

third largest exporter of butter in the world, in contrast with the 

position before the Second World War, when it was a net butter 

importer. 1 

New Zealand's ambassador to the United States, Sir Leslie Munro, 

when addressing the Dallas World Affairs Council in May 1956, was 

reported as saying that the eoonomio position of New Zealand as an 

ally of the United States was being threatened by American trade 

restrictive and surplus disposal polioies.2 A similar argument was 

used in an Aide-memoirs to the State Department in February 1957, 

protesting against the possibility of quotas being imposed on New 

Zealand butter-oil exports.3 

Between the Aide-memoire of January 1955 and a letter sent by 

the Prime Minister to President Nixon in June 1969 there appears 

to have been no publication of govertnnent-to-government exohanges 

between the two countries in which New Zealand has used its close 

political association with the United States as a persuasive 

argument for greater trading opportunities.4 However, this did not 

prevent public comments along these lines by members of government. 

In 1967, for example, when further severe limitations were imposed 

on dairy products by the Administration, and Congress was very much 

in a protectionist mood, the Minister of Overseas Trade, J.R. Marshall, 

1 
See above, pp. 72 - 74. 

2 
Press, 21 May 1956. 

3confidential Appendix. 

4Ibid. 
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was reported as saying: 

The aotion taken by Amerioan authorities in reEitrioting entry 
of New Zealand's primary products had been severe and 
harmful ••• it was not a course of action which New Zealand, 
as a close ally of the United States, expected or appreciated. 1 

Similar feelings were echoed by the Minister of Finance, 

R.D. Muldoon, later in the same year, while addressing an Auckland 

meeting. He said that the Americana had to be constantly reminded 

of the effects trade restrictions were having on a loyal ally; 'the 

message has got home that we in New Zealand are getting fed up•. He 

further stated that the United States needs to be reminded that New 

Zealand was friend and ally tn Vietnam: 

We are among a relatively small number of flags raised in 
Vietnam in defence of what we think is right.2 

Producer board officials have expressed similar views. The 

Chairman of the Meat Board, J.D. Ormond, returning from talks in 

London and Washington was reported as saying that he believed 1 it 

was right that in the context of trade discussions the United States 

should be reminded of New Zealand's support for its policies and 

actions in Yietnam'.3 The Chairman of the Dairy Board, A. Linton, 

following the announcement of newly imposed restrictions on dairy 

imports by the United States in July 1967 commented: 

The action of the United States should bring home to our leaders 
the fundamental importance of reaching a new understanding with 
the United States which will enable us to develop trade with 

1Dominion, 13 September 1967, as quoted in W.B. Sutch, Poverty and 
Progress in New Zealanl! (Wellington, A.H. & A.W. Reed, 1969), p. 262n. 

2Press, 28 October 19670 

3Press, 26 Ootober 1967. 



that market in a reasonable and rational way. 
New Zealand is at present spending large sums in the 
United States on aircraft and defence materials to maintain 
a mutual defence programme.1 

260 

The most publicised example of the New Zea1and government linking 

trade with its capacity and willingness to participate in security 

arrangements was Prime Minister Holyoake 1 s letter to President Nixon 

in June 1969 when it appeared imminent to the New Zealand government 

that Congress would pass legislation imposing quotas on lamb imports~ 

Portions of the letter illustrating this point were as follows: 

I want you to know that the New Zealand Government, which is 
attempting to strengthen its overall relations with the United 
States, would regard with the utmost concern any additional 
restrictions on its exports to your country. As I pointed 
out during my visit to Washington last year, New Zealand cannot 
be expected to play its full part in areas of international 
co-operation, including regional security arrangements to which 
the United States attaches importance, unless it has the trading 
opportunities which provide it with the economic means. There 
is a direct relationship between New Zealand's capacity to play 
its part as a good ally and its ability to earn from fair trading 
opportlLnities overseas. Restrictive action on New Zealand's 
exports to the United States makes it difficult for the New 
Zealand Government to justify to our people its alliance with 
the United States in other areas. To provide a further 
underpinning of this relationship, I stressed that New Zealand -
a country which has never received or asked aid from any 
other country - sought, not privileged treatment, but merely 
greater freedom to apply its competitive advantage in pastoral 
products • 
••• Such a measure could, in my view, result in irreparable 
damage to the United States/New Zealand relationehipo 2 

The Prime Minister olosed the letter by oiting the Nixon Administration's 

declared policy of trade liberalisation, and the ANZUS treaty. 

A Wellington newspaper, the Evening Post, queried the letter 

1Press, 24 July 1967. 
2New Zealand External Affairs Review, Vol. XIX, No. 6, June 1969, p. 52. 
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and called on the Prime Minister to explain what he meant by 

'Restrictive action on New Zealand's exports to the United States 

makes it difficult for the New Zealand Government to justify to our 

people its alliance with the United States in other areas•. It is 

interesting to note the reply Holyoake gaves 

The point of this remark - and, indeed, of the entire message -
is that our relationship with the United States is viewed as 
a whole by New Zealanders. It is in New Zealand's own 
interests as a small power to participate with the United 
States and others in ensuring the security and stability of 
the whole Asian and Paoifio area ••• Our ability to contribute 
to these objectives depends basically on our eoonomio strength, 
which in turn depends on our ability to export. If this is 
weakened by limits imposed on one of our major export 
opportunities, the allianoe is worth correspondingly less to 
both parties. There is thus an essential link between our 
economic relationship with the United States and other 
aspects of our association and similar objeotives.1 

On the basis of the material available it is difficult to 

substantiate claims, such as that made by one member of the Ministry 

of Foreign Affairs that, 

••• the Administration has seen our point of view and has used 
its influence with Congress to neutralise the protectionist 
forces. Its attitude has clearly owed something to the help 
New Zealand has given to the United States, particularly in 
Vietnam. Because we are its partner in undertakings like this 
to which it attaches importance, New Zealand's economic health 
is of some significance to the United States.2 

Certainly such undertakings may have given the New Zealand government 

greater access to members of the Administration than otherwise 

might have been the case.but whether.they have used their influence, 

1 mi-, p. 53. 
2w.B. Harland, New Zealand's Relations with the U.S.A. (Paper delivered 
at the University of Otago•s Fifth Residential School on New Zealand 
Foreign Policy, May 1970), p. 12. For a similar argument, see 
Bruce Brown, 'N.Z. Lobbies Americas A Comment•, op.cit., p. 27. 
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i 
or have been able to use suoh influenoe in New Zealand's favour is 

a matter for debate. 

It is often impossible to work baokwards from a decision to be 

sure just what made it go the way it did. Without complete aooess 

to the appropriate confidential files and interviewing all the 

participants in suoh negotiations one cannot be sure whether New 

Zealand's support for American policy has in itself influenced the 

Administration on any occasion to adopt trading policies more careful 

of New Zealand's interests than otherwise might have been the case. 

There do not appear to be any decisions, however, which cannot be 

quite well explained on other grounds. 

It is easier to document occasions when New Zealand's protests 

have been rejected and when New Zealand has not been granted any 

more favourable trading arrangements than other countries, whether 

or not they support American political actions. In the allocation 

of both meat and dairy product quotas, with the possible exception 

of the 'other cheeses' quota allotted to New Zealand in January 1969, 

this has been the experience. Indeed, the only two countries which 

do not have ceilings on meat imports subject to the 1964 Meat Import 

Control legislation, are Canada and Northern Ireland (United Kingdom); 

neither directly supporting American action in Vietnam. 1 Note for example 

the reaction of American woolgrower~ when they learned of impending 

negotiations with Australia over the United States wool tariff in 

June 1967. 2 

1see above, p. 132. 
2 . .!.E.!.!!•, P• 203. 
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The granting of a 3,348 ton •other cheeses' quota to New 

Zealand in January 1969 and prevention of lamb quota legislation 

being passed by Congress in mid-1969 are the only two oooaeions 

that New Zealand's political-security relationship with the United 

States seems to have be~n of some signifioanoe in the Administration's 

thinking. However, as regards the lamb quota legislation, there 

appears to be no existing evidence that the Administration played a 

decisive role in preventing the imposition of the threatened quotas. 

In respect to the •other cheeses' quota it is difficult to come to 

any definite oonolusion. It seems likely that it was nothing more 

than a contributing factor, and not the reason in itself for the quota. 

In the allocation of quotas for Colby cheese a.p.d Cheddar cheese 

in 1967, the President's proclamation limited dairy imports to ·the 

aver~ge-level of the years 1961 - 65. During this period New Zealand 

had supplied over 80 per cent of American imports of Cheddar and 

67 per cent of Colby and yet was granted only 55 per cent of the 

new quotas. 1 It appears,that there were a numbe~ of fairly heated 

exchanges between the two governments over the allocations, with 

New Zealand expressing the view that it had not been given an 

equitable share of the quotas and had been unfairly treated as a 

non-subsidising exporter. It further appears that the New Zealand 

government made strong representations to the Administration to have 

this situation rectified in any future allocation of cheese quotas. 2 

Temporary restrictions were imposed by the Administration in 

1Ibid., P• 86. 
2confidential Appendix. 
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September 1968 on imports of prooesaed Italian-type cheeses, processed 

Edam and Gouda, and a category of 'other cheeses' with a value of 

US 47 cents per lb or less f.o.b. in the country of origin. This 

was the first occasion since the 1967 restrictions that an 

opportunity had presented itself to the Administration to allocate 

New Zealand an increase in its cheese exports to the United States. 

Normally American dairy import quota allocations are made on 

the basis of historical supply. New Zealand had no record of supply 

in any of these cheeses and yet was issued with an •other cheeses' 

quota. It has been suggested this allocation was made because 

Presi.dent Johnson was pleased that New Zealand had committed troops 

to fight alongside American and Australian forces in Vietnam. 1 

However, it seems equally likely that New Zealand obtained the quota 

at least in part because of the unequitable distribution of the 1967 
I 

quotas and the difficulties New Zealand was facing at that time in 

a depressed world dairy market. 2 

1Press, 12 June 1972. 
2Besides being subjected to attacks by the American dairy lobby in 

1970, ( see above, pp. 88 - 91 ) it seems that the issuing of this 
quota has had a reoent sequel. The Administration has recently 
decided that in futureonly those cheeses not specified in existing 
quotas with a •prioebreak• of US 62 cents or more per lb f.o.b. in 
the country of origin will be exempt from quotas. In making this 
decision it has further decided that as from January 1973, those 
oheese quotas at present in the 47 cents or less per lb f.o.b. 
category will be increased in size. Among these is the •other 
cheeses' quota. However, instead of allocating the new quotas in 
relation to the levels set in 1969 the Administration has decided 
to use 1970 as the base year, a year in which the cheese supplied 
by New Zealand under this quota was involved in controversy and a 
year in which there was a shortfall in New Zealand's supply. While 
other suppliers have been granted large increases in their allocations 
in relation to the original quota New Zealand's annual quota is to 
increase by only 25 tons. Denmark, the largest supplier in this 
category, is to have its entitlement increased from less than 

- continued -
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While it is difficult to prove either way that New Zealand's 

political security relationship with the United States has afforded 

it any trade advantage over other suppliers the remarks of an 

Australian stuey on relations between that country and the United 

States seem to·fit just as appropriately to New Zealand, 

••• it might be difficult to support an assertion that the 
political alliance between Australia and the u.so, or even 
the general friendship between them, had induced America 
to adopt trading policies notably more careful of Australia's 
concerns than they would otherwise have been. Australian 
complaints about various aspects of u.s. tariff politics and 
policies, in particular, have been persistent and seem likely 
to continue •. In very general terms, Australia often lacks the 
weight to bargain successfully for American acceptance of her 
interests as she sees them. The Americans, on the other hand, 
have often felt that, if it is a matter of good-will instead of 
bargaining, Australia's wealth and stability place her fairly 
low on the list of those who need major concessions. In sum, 
Australia is too small to compel such concessions and too rich 
to plead for them.1 

Future Prospects 

Undoubtedly among the most significant developments in the world_ 

economy and in the international trading situation in recent years has 

been the growth of the EEC and associated States into the world's 

largest trading bloc, and the.decline in American economic pre-eminence. 

These developments, together with the emergence of Japan as an 

economi~ super-power, have oaused the United States to reassess its 

attitude to trade and trade policies. It has.become increasingly 

frustrated by what it considers to be •the unwillingness of other 

- continued -
4, 000 .tons to 7,500 tons;. France from 416 tons to 1, ~50 to~s; West 
Germany from 441 tons to over 930 tons; the Netherlands from 25 tons 
to 188 tons; and the United Kingdom from 122 tons to· 421 tons. 

1H.G. Gelber, The Australian - American Alliance I Costs and Benefits, 
(Hammondsworth, Penguin, 1968), p. 58. · 
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countries to take actions oommensurate with their increasing power•. 1 

The announcement in August 1971 by President Nixon of new eoonomio 

measures without consulting the multilateral maohinery the United 

States has been so instrumental in promoting since the end of the 

Second World War was an indication of a changing American attitude. 

Many of these frustrations for the United States are being 

experienced in the field of agricultural trade. Export opportunities 

are of major conaern to the American agricultural industry which 

grosses $55,000 million a year. The produce of one in every four 

cropland acres in- the United States is sent overseas. 2 However, only 

since the implementation of a CAP by the EEC countries have the effects 

of restrictive praotioes in agricultural trade assumed alarming 

proportions for the United States. The application of such restrictions 

has come at a time when the importance of exports to total American 

farm receipts has been inoreasinge3 

For world temperate agricultural trade as a whole, so long as 

Western European countries acted separately to protect their farming 

interestsJ there was room for flexibility in their approach to 

1 Harald B. Malmgren, 'The New Posture in U.S. Trade Policy', World 
Today, Vol. XXVII, No. 12, December 1971, p. 504. 

2Clarence D. Palmby, United States Assistant Secretary of Agriculture for 
International Affairs and Commodity Progress, 'Crucial Times Ahead 
for World Agricultural Trade', Foreign Agriculture, Vol. VIII, No. 24, 
15 June 1970, p. 2. 

3For a full disoussion of recent restrictions on agrioultural trade 
see Harald B. Malmgren and David L. Schleoty, 'Technology and 
Neo-Mercantilism in International Agricultural Trade', American 
Journal of Agricultural Economics, Vol. Ll, No. 4, December 1969, 
pp. 1325 - 1337. This paper has been extended and revised by the 
authors in a paper entitled 'Rationalizing World Agrioul tural Trade', 
Journal of World Trade Law, Vol. IV, No, 4, July 1970, pp. 515 - 537. 
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agricultural trade. Sinoe the adoption of a CAP by the EEC oountries 

the negotiating manoeuvrability of a major part of Western Europe 

has been 'frozen' ands 

••• as the world's largest industrial nation, the United States, 
is also the most· important produoer and trader of agrioultural 
goods, Western Europe's inoapacity to negotiate freer trade 
in agrioulture will compromise its ability to negotiate freer 
trade in industrial goods.1 

Curzon believes the point has been reached where 'the problem of 

a~~ioulture is likely to short-circuit any industrial trade 

negotiations between the United States and the EEC unless it is taken 

into aooount•.2 

Only as recently as 1967 and 1968, when the transitional period 

ended for most of the oommodities on whioh variable levies a.re applied, 

has it been possible to gauge the impact of the EE0 1 s agrioultural 

policy on world trade. For the United States, while exports of 

non-~riable levy commodities have increased, those subject to the 

variable levy3 have declined significantly (Table 7 - 1). American 

exports of the same products had been increasing to EEC countries 

in the period from the mid-1950s to the mid-1960s.4 

1curzon and Curzon, Hidden Barriers, op.cit., p. 2. 
2Ibid. 
3The variable levies have applied to grains, and grain products, 
poultry and eggs, pigs and pigmeat, milk and dairy products, beef 
and veal, sugar and sugar beets and olive oil. Converted into 
ad valorem equivalents proteotion for meat rose from 19 per oent 
prior to the implementation of the CAP to 52 per oent, for dairy 
products from 19 per cent to 137 per cent and cereals from 14 per 
oent to 72 per cent. Malmgren and Schleoty, 'Rationalizing World 
Agricultural Trade', op.oit., pp. 517 - 518. 

4u.s.D.A., Implications of the European Community. Talk by John 
Ferris, Department of Agricultural Eoonomics, Michigan State 
University at the 50th Annual Agricultural Outlook Conferenoe, 
Washington, D.C., 23 February 1972, p. J. 



TABLE 7 - 1 

Year 

1960. 
19pl 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 · 
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EXTENT OF UNITED STATES AGRICULTURAL EXPORTS TO 
THE EUROPEAN ECONOMIC COMMUNITY FOR VARIABLE LEVY 
AND NON-VARIABLE LEVY COMMODITIES, YEARS ENDING 
30 JUNE 1960 - 1971, INCLUSIVE 

Variable Non-Variable Total 
Levy Levy Exports 

CommoditieB Commodities 

(SUS million) 

332 788 1,121 
373 728 1,101 
496 688 1,184 

.414 656 1,070 
499 834 1,333 
519 852 1,371 
716 878 1,594 
522 988 1,510 
531 872 1,403 
402 898 1,300 
351 1,060 1,411 
479 1,286 1,766 

Souroea u.s.D.A., Foreign Agricultural Trade of the United States, 
September 1971. 

The decline in export sales of commodities subject to the EEC 

variable levy has led the United States to believe that its export 

opportunities are being-damaged. The entry of Britain, along with 

Ireland, Denmark and Norway into the EEC in January 1973 has made 

the problem more acute with the prospect of the Community's 

agricultural policy, with its higher producer prices and variable levy 

protection, being extended to four more countries where the United 

States exported $US 640 million of agricultural commodities in the 

year ended 30 June 1971 (Table 7 - 2). These countries accounted 

for nearly 10 per oent of American commercial agricultural export 



TABLE 7 - 2 UNITED STATES AGRICULTURAL EXPORTS TO THE 
UNITED KINGDOM, IRELilD, Diffi!ARK, NORWAY, THE EEC 
'SIX' AND THE EEO 'TIU', YEAR DmED 30 JUNE 1971 

United Kingdom 

Ireland 

Denmark 

Norwaur 

Total 4 applicant countries 

EEO - 6 

EEC - 10 

World 

(Commercial Sales) 

470 

29 
98 
43 

640 

1,766 

(SUS million) 

7,759 
(6,696) 

Importa 

50 
56 

158 

7 

271 

439 

710 

5,773 

Sou.roes u.s.D.A. 9 Foreip Agricultural Trade of the United Sta.tea, 
August 1971 and October 1971. 

sales during the same period. 
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Besides the threat of greater restrictions on American fa.rm exports 

the recent dollar crisis has made the United States administration 

even more sensitive.to any threats on its export opportunities. For 

the year ended 30 June 1971, agricultural exports made a net positive 

contribution of over SUS 900 million to the American balance of paymentso 
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In agricultural sales between the United States and the EEC 'Ten• 

the United States had a net balance of almost $US 1,700 million. 

On top of this there is concern of the possibility of the DC 

extending some form of preferential association to Austria, Finland, 

Iceland, Portugal, Sweden and Switzerland, as well as the repercussions 

of a wider Community on third country markets. Already the Community 

has special trading arrangements with most of the Mediterranean and 

Africa. 

As Commonwealth countries are progressively squeezed out of the 

British market they can be expected to intensify their competition 

against the United States in other world markets. But perhaps more 

important, there is also the distinct possibility of the EEC itself, 

faced with expanded production in the new member countries, becoming 

a more aggressive exporter, as it has already shown in disposing 

surplus dairy stocks, in commodities competing directly with the 

United States. 

The development of an enormous preferential West European bloc 

with all its associated States is seen by the United States as 

breaking down the whole basis of multilateral trade. Only by 

engaging Europe in multilateral discussions does the United States 

see itself being able to resolve an isolationist trend, not only in 

Europe, but also in the United States itself.I 

Agreement to have such discussions was reached earlier this 

year (1972), following the announcement of President Nixon's 

economic measures in August 1971 and subsequent consultations. In 

l 
Malmgren, op,oi t., p. 508. 



a joint deolaration the United States and the EEC agreed to& 

••• un.dertake to initiate and actively support multilateral 
and comprehensive negotiations in the framework of GATT 
beginning in 1973 (subjeat to such internal authorization· 
as may be required) with a view to the expansion and the 
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ever greater liberalization of world trade and improvement in 
the· standard of living of the people of the world, aims which 
can be aohieved inter alia through the progressive dismantling 
of obstacles to trade "imd"the improvement of the international 
framework for the conduct of world trade. The Community states 
that in appropriate oases the conclusion of international 
commodity agreements are also one of the means to achieve 
these aims. The United States states that such agreements 
do not offer a useful approach to the achievement of these 
aims • 

••• The nego~iations shall be oonduoted on the basis of mutual 
advantage and mutual commitment with overall reoiprooity, and 
shall cover agricultural as well as industrial trade. The 
negotiations should involve active participation of as many 
countries as possible.1 

A similar agreement was concluded with Japan. 

Thus agriculture is to be included in future multilateral 

trade negotiations. However, a deep gulf separates the United States 

and the EBC 1 as indicated in the declaration, on how to go about it. 

The EEC advocates organising world markets in agriculture through 

a system of commodity agreements by raising prices to a level at 

somewhere near those for protected commodities in Europe at present. 

This is the same stand as it took during the Kenneey Round negotiations. 

The United States believes that price should determine the pattern 

of production and the flow of trade both domestically and 

internationally, a policy, as has been stressed on many occasions in 

this study, that New Zealand wishes it would put into practice. To 

1As quoted in Howard L. Worthington, The World Trade Environment. 
A talk at the 1972 National Agricultural Outlook Conference, 
Washington, D.C., 22 February 1972, p. 2. 
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quote a statement made on 15 November 1968, at the Twenty-fifth 

session of GATT by the United States delegate, Henry Brodie: 

••• We can see growing around the world the destructive pattern 
of high production stimulated by price supports leading to 
subsidies which in turn lead to trade distortions and new and 
increased import protection. This in turn gives still further 
impetus to the expansion of production in importing countries. 
Some way must soon be found to reverse the worsening trend. 
The problems are growing in number, scope and intensity. 
The European CAP, to cite but one example, has developed an 
extremely costly and highly protective system, the 
application of which has seriously exacerbated the problems 
of both importing and exporting countries ·••l 

The United States is now taking the initiative in trying to 

liberalise agricultural trade. Only it has the bargaining ability 

to bring about change. New Zealand and other similarly affected 

countries can support such initiatives but as they have found in the 

past, where trade barriers are concerned, only the large industrial 

countries can bring about change. Such countries have tended to 

work out solutions among themselves while smaller countries have 

been left out of the bargaining process. Now that the United States 

is striving for greater liberalisation in agricultural trade there 

is a greater possibility of change in the coming years. However, 

the American case is weakened by its own restrictions on agricultural 

imports. If the United States is to be afforded greater opportunities 

in agricult,.1ral trade it too will have to be willing to lift its 

own import restrictions. In dairy products, for example, the 

European countries are particularly interested in the United States 

as a market for specialty cheeses and have often complained of 

1Quoted in u.s.T.C. Publication 274, op.cit., p. 50. 
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American restrictions. Thus, if there is to be any major liberalisation 

in agricultural trade the United States would have to be prepared 

to overhaul its dairy quota system. Only in a situation such as this 

can New Zealand expect better market opportunities in these 

industrial countries, particularly the United States. 

Even if there is a spirit of co-operation, such negotiations 

can be expected to be long, protracted affairs~ As yet the United 

States administration has still to get Congressional approval to 

take part in next years trade talks. Only concessions obtained 

from an enlarged EEO and Japan appear to be significant enough for a 

United States government to face up to the internal political 

problems major readjustments in the support programmes of some 

agricultural commodities would almost certainly entail. 



USSR 
United States 
France 
West Germany 
Poland 
United Kingdom 
Italy 
Canada 
Nether lands 
East Germany 
Australia 
Brazil 
New Zealand 
Argentina 
Denmark 
C zeoho slovakia 
Mexico 
Japan 
Belgium 
Ireland 
Others 

Total 

APPENDIX I 

ESTIMATED PRODUCTION OF COW'S MILK IN 
IMPORI'ANT PRODUCING COUNTRIES, 1969. 

'000 Million 
lb 

163.5 
116_. 2 
69.0 
48.7 
32.8 
25.5 
20.1 
18.6 
17.2 
16.1 
16.0 
15.0 
13.0 
11.2 
11.1 
10.3 
10.1 
9.8 
9.0 
8.4 

70.8 

712.8 

Source: u.s.D.A., Dairy Situation, March 1970. 

Percentage 

22.93 
16.30 
9.68 
6.83 
4.60 
3.57 
2.81 
2.60 
2.41 
2.25 
2.24 
2.10 
1.82 
1.57 
1.55 
1.44 
1.41 
1.37 
1. 26 
1.17 
9.93 

Note: There are discrepancies in these figures due to rounding 
of totals. 
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APPmDIX II 

UNITED ffi'ATES IMPORT DUTIES ON DAIRY PRODUCTS 

Product 

Butter: 
Not exoeeding 50 million lb, entered 

Cents per 
lb 

1 November - 31 March 7 
Not exceeding 5 million lb, entered 
1 April - 15 July 7 
Not exceeding 5 million lb, entered 
16 July - 31 October 7 
Other 14 

Condensed Milk: 
In airtight containers: sweetened 

unsweetened 
Other 

Milk Powder: 
Buttermilk containing not more than 

1. 75 
1 
1.5 

6 per cent butterfat 1.5 
Other: containing riot more than 3 per 

oent butterfat 1.5 
containing more than 3 per cent 
but not more than 35 per cent 
butterfat 3.1 
containing more than 35 per oent 
butterfat 

Dried whey 
Yoghurt and other fermented milk 
Chocolate milk drink 
Ioe oream 
Malted milk and articles not specially 
provided. for, of milk or cream 

Cheese: 
Blue mould: 

Bryndza. 

in original loaves 
other 

Per Cent 
~ valorem 

20 
20 
20 

15 
20 
8.5 
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Product 

Cheddar: processed 
other 

:Ed.am and Gouda 
Gjetost: containing not more than 20 per 

cent cow• s milk 
other 

Goya and Sbrinz 
Roquefort: in original loaves 

oth~ 
Romano from oow• s milk, Reggis.no, 
Parmesano, Provolone and Provolette 

Swiss or Emmenthaler with eye-
formation, Gruyere, Grammelost and 
Nokkelost 
Other: value not exceeding 25 cents 

per lb 
value exceeding 25 cents 
per lb: Colby 

Other 

Oent111 per 
lb 

5 

Casein Free 

Per Cent 
~ valorem 

20 
15 
15 

6.5 
10 
25 
6 

10 

20 

8 

20 
10 

Lactose 10 

Sourcess u.s.D.A., u.s. Import Duties on .A«rioultural Products 1968 
and Commonwealth Secretariat, Dairy Produce: A Review, 
(London, 1972). 
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APPDJDIX III DESTINATION OF NEW ZEALAND CASEIN EXPORTS, 1953 - 19700 INCLUSIVE 

Year United United Ja.pan Percentage of Tota.l Exports: 
Kingdom States U.K. u.s. Japan 

($NZ million) 

1953 0.96 1.03 na. 36.9 39.6 na. 
1954 1.43 o.83 na. 51.6 30.0 na 
1955 1.58, 1.00 na 43.2 Z7 .3 na 
1956 2.17 0.97 na. 44.2 19.8 na 
1957 1.57 1.31 na 32.9 Z7 .5 na 
1958 1.88 1.96 na 30.2 31.0 na 
1959 1.81 2.97 na 20.6 33.8 na 
1960 2.51 2.39 na 30.5 29.0 na 
1961 2.46 2.66 na Z7 .8 30.1 na. 
1962 2.28 1.65 na 25.1 18.2 na 
1963 2.03 1.29 na . 20.6 13.1 na 
1964 2.621 3.96 na 11.0 25.7 na 
1965 3.11 5.13 2.83 16.8 Z7. 7 15. 7 
1966 2.96 3.,76 4.10 15.1 19.2 21.0 
1967 1.60 7.06 - 3.88 9.8 43.3 23.8 
1968 2.24 9.80 6.31 9.4 41.2 26.5 
1969 2. 73 1.12 6.12 10.8 30.4 24.1 
1970 3.18 11.75 5.97 9.5 35.1 17.8 

Source: Reserve Bank of New Zealand, Bulletin (various issues). 

na • not available. 

Total to a.11 
Destinations 

2.60 
2.77 
3.66 
4.91 
4.77 
6.32 
8.78 
8.23 
8.84 
9.08 
9.85 

15.43 
18.54 
19.55 
16.31 
23.77 
25.38 
33.55 

I\,) 
--J 
--J 



APP::Em)IX IV SALES TO THE UNITED KINGDOM AND THE UNITED STATES, BY VALUE, AS A PERCENTAGE OF 
NEW ZEALAND CHEESE EXPORTS, 1953 - 1971, INCLUSIVE 

Year United United U.K .. Percentage of U.S. Percentage of Total to all 
Kingdom States Total Total Destinations 

( $N.Z million) 

1953 33.1 1.3 87.4 3.2 44.,3 
1954 23.1 0.4 92.8 1.1 24., 7a. 
1955 32.2 0.3 92.6 0.9 34.,7 
1956 40.3 0.4 96.5 0.9 41 .. 8 
1957 Zl .B 0.3 94.5 o.8 29.,5 
1958 32.8 0.7 92.9 1.9 35 .. 3 
1959 41.5 o.6 94.7 1.3 43 .. 8 
1960 34.9 1.3 93.2 3.5 37.4 
1961 35.1 3.0 88.3 1.1 39.7 
1962 33.8 2.1 88.5 5.5 38.3 
1963 33.7 1.1 83.8 4.3 40,.2 
1964 39.8 1.8 86.5 4.0 46.,0 
1965 38.5 2.5 83.8 5.5 45 .. 9 
1966 37 .2 5.4 73.7 10.7 50,.7 
1967 37.3 9.2 70.3 11'.3 53.,1 
1968 35.8 1.8 83.9 4.4 42.6 
1969 34.2 5.6 75.8 12.5 45.1 
1970 35. 7 4.5 74.5 9.4 47.9 
1971 46.6 4.9 76.3 8.o 61.0 

Source: Reserve ]lank of New Zealand, Bulletin ( various issues). 

8The reduction was caused mainly by a change from sales to the United Kingdom on an f.o.b. basis to 
eJC:-etore marketing. I\) 

--.J 
CX> 



APPENDIX V 

WORLD MEAT TRADE RELATED TO PRODUCTION, 1969a 

Production of meat in 
selected countries 
including all countries 
listed as exporting or 

Beef/Veal Mutton/Lamb Pigmeat Total 

(Thousand Tons) 

importing countries 32,442 4,455 22,383 59,280 

Meat entering world 
trade as a percentage 
approx. world production 8 17 6 

Source: U.S. Department of Agriculture, Foreign Agricultural 
Service FLM 11 - 70. 

aCarcase weight equivalent. 

APPENDIX VI 

MEAT PRODUCTION AND CONSUMPI'ION 
IN NEW ZEALAND, YEAR ENDING 30 SEPTEMBER 1970a 

Class of Meat Production Local Consumption 

Thousand Percent Thousand lb per 
Tons of Total Tons Head 

Beef 360.9 34.9 120.9 96 
Veal 25.6 2.5 9. 1 7 
Mutton 196.8 19.0 85.5 68 
Lamb 356.9 34.5 26.3 21 
Pigmeats 38.6 3.7 38.0 30 
Offal 56.0 

,. 

5.4 14.4 12 

Total 1, 034$8 100.0 294.2 234 

Source: New Zealand Meat and Wool Boards' Economic Service, 
Annual Review of the Sheep Industry, 1970 - 71. 

aCarcase weight equivalent. 

8 
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APPENDIX VII 

TEXT OF THE AGREEMENT ON BEEF AND VEAL 
EXPORTS TO THE UNITED STATES, 1964 

The following is the operative portion of the letter, dated 
17 February 1964, which records the agreement between the 
United States and New Zealand: 

280 

'The Governments of New Zealand and: the United States have agreed 
to the following measures in the interest of promoting the 
orderly development of trade in beef and veal between New Zealand 
and the United States. In assuming the following obligations, 
the Governments of New Zealand and the United States have.agreed 
on the desirability of presePVing approximately the present 
pattern of t.rade in these produots between the two oountries. 

(1) Aooordingly, the 'New Zealand Government agrees to limit 
exports from New Zealand to the United States of beef and 
veal ( in aU forms except canned, cured, and cooked meat 
and live cattle) in accordance with the following: 

(a) Exports shall be limited to a total of 103,000 long 
tons in calendar year 1964, 107,000 long tons in · 
calendar year 1965, and 111,000 long tons in oalendar 
year 1966, all in terms of prodnct weight. 

(b) In eaoh succeeding calendar year there shall be an 
increase, corresponding to the estimated rate of 
increase in the total United States market for these 
meats. This increase in the total United States 
market is presently estimated to be 3.7 per cent. 
annually. 

(c) The purpose of the annual increases established in 
paragraphs 1 (a) and 1 (b) is to secure to New Zealand 
a fair and reasonable share in the growth of the 
United States market. There shall be a triennial 
review and, as appropriate, an adjustment of this 
estimated rate of increase in consumption to apply to 
the suooeeding three year period. The first such 
review shall take place no later than October 1, 1966. 

( d) The New Zealand Government shc.1 l use its best endeavours 
to limit exports from New Zealand to the United States 
of America of better-quality primal cuts of beef and 
veal, such as steaks and roasts, approximately to the 
percentage these cuts currently constitute of total 
annual exports of beef and veal from New Zealand to the 
United States. 



(2) The New Zealand Government shall limit exports from 
New Zealand to the United States upon the understanding 
that New Zealand will not be adversely affected by such 
limitations in relation to the position of other 
substantial suppliers in the United States market and so 
long as New Zealand's aooess to the United States market 
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for beef and veal is not limited by an increase in the duties 
on these products. 

(3) The Uni'ted States Government shall continue to permit access 
each year into the United States for beef and veal exported 
from New Zealand up to the maximum quantity determined for 
that year in accordanoe with the provisions of paras. 
1 (a) and i' (b) of this agreement. 

(4) The Governments shall continue to take an active and 
leading role in negotiating in the.GATT, in harmony with 
the objectiv~s agreed at the ministerial meeting of the GATT 
in May, 1963, arrangements leading to expanding aooess in 
meat-importing countries. 

(5) Should such a wider international arrangement be reached, 
it could subsume this agreement. 

(6) The Governments agree to consult, at the request of either 
Government, on any question arising on the implementation 
of this agreement. 

(7) Either Government may terminate this agreement, effective 
at the end of a calendar year, by written notice given at 
least 180 days prior to the end of the oa.lendar year.• 1 

1 Reserve Bank of New Zealand, Bulletin, March 1964, p. 25. 



APPllNDIX VIII 

EXPllNDITURE INCURRED BY THE NEW ZEALAND 
MEAT INDUSTRY RESERVI ACCOUNT IN FINANCING THE MEAT 
EXPORT DEVELOPMENT COMPANY, 1961 - 1971, INCLUSIVE 

Year Ending 
.30 September 

1961/62 
1962/63 
1963/64 
1964/65 
1965/66 
1966/67 
1967/68 
1968/69 
1970/71 

Less. a reimbursement made by the 
oompa.ny in 1969/70 due to profit 
in that yea:rs operations 

Expenditure 

($NZ million) 

0.,80 
1.00 
1Q60 
1.80 
1 ,.00 
1050 
0.50 
0.90 
1 .. 00 

0.50 

Total Expenditure 9.60 

Source: Annual Reports of the New Zealand Department of Agriculture. 
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APPEm>IX IX 

MA.RKEI1 PROMOTION EXPENSES INCURRED BY THE NEW ZEALAND 
MEAT PRODUCERS BOARD IN NORTH AMERICA, 1960 - 1971, INCLUSIVE 

Year Ending Canada. United States 
30 June 

($NZ 000) 

1960/,61 44.2 a. 

19611/.62 51.1 a 

1962/63 63.7 a. 

1963/64 113. 7 6.5 
1964/65 162.3 25.8 
1965/66 104.8 150.5 
1966/67 208.6 76.1 
1967/68 411.6 143,.7 
1968/69 249.4 339.5 
1969/70 261.6 470.5 
1970/71 503.5 64704 

2,174.5 1, 860.,0 

Source: New Zealand Meat Producers Boa.rd, ~u~.J.. Reports. 

8No specified promotion expenses. 
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APPENDIX X SHIPPING FREIGHT RATES FOR FROZEN MEAT FROM NEW ZEALAND TO NORI'H .AMERICA AND THE 
UNITED KINGDOM, 1965 - 71, BY SELECTED YEA.RS 

As a.t 1 October Currency Lamb Lamb Beef' 
Carcases Cartons Cartons 
per lb per lb per lb 
Net Gross Gross 

(per lb) 
United Kingdom 

1965 .ffi'Gd 3.71 2.94 2.32 
1967 4.10 3.24 2.56 
1969 4.36 3.44 2.72 
1971 STC1p 2.,56 2:.02 1.60 

East Coast North America 
1965 · STnd 4.,50 3.,68 3.19 
1967 5.,24 4.25 3.69 
1969 5Q57 4.52 3.,93 
1971a. use 6.,96 5,.,64 4.92 

West Coast North America 
1965 use 5.56 6.09 6.54 
1967 6.09 4.15 4.21 
1969 6.54 4.4-6 4 .. 52 
1971 8.18 5.58 5.65 

Source: Information supplied by the New Zealand Meat Producers Board. 

8:rncludes a 25 per cent increase, effective 1 November 1971. 

Note: These figures are for conventional vessels. I'\) 
CX> 

.$:I,. 



APPENDIX XI W1mCLY AVERAGE WHOLESALE PRICES PER HUNDRED POUND FOR SELECTED DOMESTIC, 
AUSTRALIAN AND NEW ZEALAND PRIMAL LAMB CUT$ IN NEW YORK AND BOS'fON, 
291 JUNE 1969 - 4 JULY 1970 

Price Ranges 

Average Lowest Highest Difference 
weekly prices weekly prices weekly prices 

($US) 
Primal legs 

Domestic, USDA Choice, New York 71 .. 46 67.50 77 .. 50 10.00 
New Zealand, New York 65.32 62. 75 67 .. 12 4.37 
Australian, Boston :i8. 73 52.00 64.00 12.00 

Primal loins 
Domestic, USDA Choice, New York 69,.62 59.00 76.00 11.00 
New Zealand, New York 72 .. 83 12. 75 73.50 .,75 
Australian, Boston ~i6 .. 61 49.50 61.25 11 .. 75 

Racksa 
Domestic, USDA Choice, New York B9.40 59.00 112.50 53.50 
New Zealand, New York 47.30 43. 75 48.00 4.25, 
Australian, :Boston :n .. 41 27 .oo 57 .oo 30.00 

Source: U.S.D.A., Interim Report on a Study of the Lamb Industry with Special Emphasis on Lamb 
Imports, (Packers and Stockyards Administration and Economic Research Service of u.s.D.A.). 

a43 weeks. No information was available on Australian racks for 10 weeks out of 53 week period. 

rv 
co 
\J1 
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APPENDIX XII 

WOOL GRADING PRACTICES IN THE UNITED STATES 

Wool has been graded in the United States at the producer 

level according to the indicated proportion of Merino blood. 

Originally in the blood system, the fine wool of the Merino sheep 

was used as the standard and the coarser grades were considered 

as the result of crossing Merino with English sheep. While this 

method is still used to indicate wool fineness it does not give any 

indication of the true strain of breeding. 

The traditional blood grades are: fine (Merino), 1/2 blood 

(medium fine), 3/8 blood (medium), 1/4 blood (medium coarse), 

and low 1/ 4 blood, common and braid ( all coarse). 

The following table relates the United States blood system to 

the United States and English numerical systems of wool grades: 

Numerical Grades 

Bradford or 
U.S. Blood System U.S. System English System 

Very Fine 70's and finer 74' s and finer 
Fine 64 1 s ?O's 
1/2 blood 60's - 62's 64 1 s - 70's 
3/8 blood 56 1 s - 58•s 58 1 s - 60 1 s 
1/4 blood 48 9 s - 54's 50's - 56 8 s 
Low 1/4 blood Ah' A 48• s - 50's ,- -
Common and braid 44's and coarser 46's and coarser 



Class 

58 1 s 
56 1 s 
50's 
44's 
40 1 s 

APPENDIX XIII 

EXTENT OF THE UNITED STATES RAW TARIFF ON NEW ZEALAND 
WOOL USED FOR APPAREL PURPOSES, BY CLASSES, ON AVERAGE 

PRICES QUOTED IN BOSTON, JANUARY - MARCH, 1972a 
(US cents ,per clean lb, o.i.f.) 

Average Quoted Plus Duty Duty as a 
Value Before Percentage of 

Duty Value 

up to 60 1 s 82.2 25.5 31.0 
74.2 25.5 34.4 
66.2 25.5 38.5 
60.7 8.5 14.0 
56.7 6.5 11.5 

Source: International Wool Secretariat, World Wool Digest 
(various issues). 

81>rices quoted are the average of weekly prices provided by 
Marriner and Co., Lawrence, Massachusetts, for the various 
New Zealand wool grades. 
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