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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 701-TA-430A and 430B and 731-TA-1019A and 1019B (Final)
DURUM AND HARD RED SPRING WHEAT FROM CANADA
DETERMINATIONS

On the basis of the record’ developed in the subject investigations, the United States
International Trade Commission {(Commission) determines, pursuant to sections 705(b) and 735(b) of the
Tariff Act of 1930 (19 U.S.C. § 1671d(b) and 1673d(b)} {the Act), that an industry in the United States is
materially injured by reason of imports from Canada of hard red spring wheat, provided for in
subheadings 1001.90.10 and 1001.90.20 of the Harmonized Tariff Schedule of the United States (HTS),
that have been found by the Department of Commerce (Commerce) to be subsidized by the Government
of Canada and sold in the United States at less than fair value (LTFV).> The Commission also
determines that an industry in the United States is not materially injured or threatened with material
injury by reason of imports from Canada of durum wheat, provided for in subheading 1001.10.00 of the
HTS, that have been found by Commerce to be subsidized by the Government of Canada and sold in the
United States at LTFV.?

BACKGROUND

The Commission instituted these investigations effective September 13, 2002, following receipt
of a petition filed with the Commission and Commerce by the North Dakota Wheat Cominission (hard
red spring wheat), Bismarck, ND; the Durum Growers Trade Action Committee (durum wheat),
Bismarck, ND; and the U.S. Durum Growers Association (durum wheat), Bismarck, ND. The final phase
of the investigations was scheduled by the Commission following notification of preliminary
determinations by Commerce that imports of durum and hard red spring wheat from Canada were being
subsidized within the meaning of section 703(b} of the Act (19 U.8.C. § 1671b{(b)) and were being sold at
LTFV within the meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the scheduling
of the final phase of the Commission’s investigations and of a public hearing to be held in connection
therewith was given by posting copies of the notice in the Office of the Secretary, U.S. International
Trade Commission, Washington, DC, and by publishing the notice in the Federal Register of May 23,
2003 (68 FR 28253).* The hearing was held in Washington, DC, on September 4, 2003, and all persons
who requested the opportunity were permitted to appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR §
207.2(D).

? Chairman Deanna Tanner Okun and Commissioner Stephen Koplan dissenting. Commissioner Charlotie R.
Lane not participating,.

? Commissioner Charlotte R. Lane not participating.
* A notice of revised scheduling was published in the Federal Register of June 27, 2003 (68 FR 38384).






VIEWS OF THE COMMISSION

Based on the record in these investigations, we find that an industry in the United States is not
materially injured, or threatened with material injury, by reason of imports of durum wheat from Canada
that are subsidized and sold in the United States at less than fair value (“LTFV”). We also find that an
industry in the United States is materially injured by reason of imports of hard red spring wheat (“HRS
wheat™) from Canada that are subsidized and sold in the United States at LTFV.' 2

The petition in these investigations was filed on September 13, 2002, by the North Dakota Wheat
Commiission, the Durum Growers Trade Action Committee, and the U.S. Durum Growers Association
(collectively “petitioners™).> The other principal parties to these investigations were the Canadian Wheat
Board (the “CWB”), a respondent interested party that opposes the petition; and the North American
Millers’ Association (“NAMA™), an association of purchasers of both the subject imported and
domestically produced wheat, which also opposes the petition.

I. DOMESTIC LIKE PRODUCT
A, In General

In determining whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the
“domestic like product” and the “industry.” Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Act™), defines the relevant domestic industry as the “producers as a [w]hole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.””® In turn, the Act defines “domestic like
product” as “a product which is like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation . . ..

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses” on a case-by-case basis.” No single factor is dispositive, and the Commission
may constder other factors it deems relevant based on the facts of a particular investigation.® The

! Chairman Okun and Commissioner Koplan dissenting. Seg their Dissenting Views. They join sections I, IT, and
Il A-D of these views. :

? Material retardation is not an issue in these investigations.

3 The Durum Growers Trade Action Committee became a petitioner by a supplement to the petition.

419 U.S.C. § 1677(4)(A).

*Id.

¢19U.S.C. § 1677(10).

7 See, e.g., NEC Corp. v. Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel

Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749, n.3 (Ct.
Int’] Trade 1990}, aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘must be made on the
particular record at issue’ and the ‘unique facts of each case™). The Commission generally considers a number of
factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution;
(4) customer and producer perceptions of the products; (5) common manufacturing facilities, production processes,
and production employees; and, where appropriate, (6) price. See, e.g., Nippon, 19 CIT at 455 n.4; Timken Co. v.
United States, 913 F. Supp. 580, 584 (Ct. Int’] Trade 1996).

8 See. e.g., S. Rep. No. 96-249, at 90-91 (1979).




Commission looks for clear dividing lines among possible like products and disregards minor variations.”
Although the Commission must accept Commerce’s determination as to the scope of the subject
merchandise, the Commission determines what domestic product is like the imported articles Commerce
has identified.’

B. Product Description

Commerce initiated investigations as to two kinds of imported merchandise. In its final
determinations, Commerce defined the covered durum wheat as “all varieties of durum wheat from
Canada. This includes, but is not limited to, a variety commonly referred to as Canada Western Amber
Durum.”"' Commerce defined the covered HRS wheat as “all varieties of hard red spring wheat from
Canada. This includes, but is not limited to, varieties commonly referred to as Canada Western Red
Spring, Canada Western Extra Strong, and Canada Prairie Spring Red.”"

C. Domestic Like Product
1. Background
Wheat is the seed of an annual cereal grass.”® There are five primary classes of wheat grown in
the United States. For the 2002/03 marketing year,'* hard red winter wheat (“HRW wheat™) accounted

for 38 percent of domestic wheat production, HRS wheat for 22 percent, soft red winter wheat for 21
percent, white wheat (hard and soft) for 15 percent, and durum wheat for 5 percent.”

? See, e.g., Nippon Steel, 19 CIT at 455; Torringion, 747 F. Supp. at 748-49; see also S. Rep. No. 96-249, at 90-
91 (1979) {Congress has indicated that the domestic like product standard should not be interpreted in “such a
narrow fashion as to permit minor differences in physical characteristics or uses to lead to the conclusion that the
product and article are not ‘like’ each other, nor should the definition of ‘like product’ be interpreted in such a
fashion as to prevent consideration of an industry adversely affected by the imports under consideration.”}.

0 gee .o, Hosiden Corp. v. Advanced Display Mifrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may
find single domestic like product corresponding to several different classes or kinds defined by Commerce);
Torrington, 747 F. Supp. at 748-52 (affirming Commission’s determination of six domestic like products in
investigations where Commerce found five classes or kinds).

"1 68 Fed. Reg. 52741, 52742 and 68 Fed. Reg. 52747, 52748 (September 5, 2003). Commerce noted that the
durum wheat subject to these investigations “is currently classifiable under the following Harmonized Tariff
Schedule of the United States (“HTSUS™) subheadings: 1001.10.00.10, 1001.10.00.91, 1001.10.00.92,
1001.10.00.95, 1001.10.00.96, and 1001.10.00.99." Id. Commerce noted also the “HTSUS subheadings are
provided for convenience and customs purpoeses, [but that] our written description of the scope of this proceeding is
dispositive.” 1d.

12 68 Fed. Reg. 52741, 52742 and 68 Fed. Reg. 52747, 52748 (September 5, 2003), Commerce noted that the
HRS wheat subject to these investigations “is currently c¢lassifiable under the following HTSUS subheadings:
1001.90.10.00, 1001.90.20.05, 1001.90.20.11, 1001.90.20.12, 1001.90.20.13, 1001.90.20.14, 1001.90.20.16,
1001.90.20.19, 1001.90.20.21, 1001.90.20.22, 1001.90.20.23, 1001.90.20.24, 1001.90.20.26, 1001.90.20.29,
1001.90.20.35, and 1001.90.20.96." 1d. Commerce added that these investigations *‘do not cover imports of wheat
that enter under the subheadings 1001.90.10.00 and 1001.90.20.96 that are not classifiable as hard red spring
wheat.” Commerce noted also the “HTSUS subheadings are provided for convenience and custems purposes, [but
that] our written description of the scope of this proceeding is dispositive.” Id.

1? Final phase staff report, confidential report, as revised by INV-AA-148 (Sept. 26, 2003), INV-AA-151
(October 2, 2003), and INV-AA-152 (October 2, 2003) (“CR™) at I-4, and public report (“PR™) at I-3.

! Various government and industry sources report data on a marketing year basis, beginning June 1. CR at I-5
n.16 and PR at I-4 n.16.

B CRat[-3, PR at I-4.




“Spring” wheats are planted in the spring, and harvested in the late summer or early fall.'
“Winter” wheats are planted in the fall, lie dormant during the wianter, and are harvested in the mid- to
late summer.'” A “hard” wheat has a kernel that js high in protein and gluten content.’® Durum wheat is
a hard wheat that is used to make semolina, which in turn is used to make pasta.’® The other hard wheats
are used to make flour, which in turn generally is used to make bread and similar products.” A “soft”
wheat has a kernel with a relatively low protein content, and generally is used for making cakes, crackers,
biscuits, and pastries.”’ White wheats are used to make breakfast cereals, crackers, donuts, layer cakes,
and foam cakes.”

2 Domestic Product Like Subject Durum Wheat

In the preliminary determinations, we concluded that the domestic product “like” the subject
durum wheat consists of durum wheat only, and exclodes all non-durum wheat. No party disputed our
finding in the final phase of these investigations, nor is there new record evidence contrary to our
finding. Accordingly, we incorporate here by reference our discussion in the preliminary determinations
of the like product for subject durum wheat, and find that the domestic like product corresponding to the
subject durum wheat consists of durum wheat only.”

3. Domestic Product Like Subject Hard Red Spring Wheat

Petitioners argue that the domestic like product should include HRS wheat only, whereas the
CWB and NAMA argue that it should include HRW wheat as well. The parties related much of their
arguments to the protein content of HRS wheat and HRW wheat, and the extent to which one was
substitutable for the other. Both sides agreed that bakers require that the flour they use have a certain
minimum protein content, and that millers blend HRS wheat and HRW wheat to achieve the desired
protein level.”” They agreed further that the proportions of HRS wheat and HRW wheat needed to

16 CR at I-4, PR at 1-3.

" CRatI4, PR at I-3.

" CRatI-5, PR at I-4.

YCR atI-5, PR at 1-4.

®CRatI-5,PR at I-4.

U CRatI-6,PR at 1-4.

2 CR at1-6 to I-9, PR at I-4 to I-6.

* We stated in the preliminary determinations that we would explore further in any final phase of these

investigations the extent to which producers can switch from the production of durum and non-durum wheats.

" Durum and Hard Red Spring Wheat from Canada, Inv. Nos. 701-TA-430A and 701-TA-430B (Preliminary) and
731-TA-1019A and 731-TA-1019B (Preliminary), USITC Pub. 3563 (Dec. 2002) at 6 n.24. Despite inquiries with
all the parties and several state extension services, the record does not indicate the extent o which domestic
producers switch between growing durum and non-durum wheat. CR and PR at ITI-6 n.8. We believe some
switching oceurs, however, because one producer testitied to having switched from durum wheat to HRS wheat
during the period examined. Transcript of Sept. 4, 2003 hearing, revised and corrected copy (“Hearing Tr.”) at 66-
67 (testimony of Mr. Lee). (The full names and affiliations of hearing witnesses are available at pages 2-4 of the
Hearing Tr.) However, the record indicates that various factors impede switching including weather, environmental
restrictions, soil conditions, the problem of “add-mixture,” transportation costs, and profitability. CR and PR at III-6
n.8; Hearing Tr. at 66-67 (Lee). The term “add-mixture” refers to the phenomenon that, when land is switched to the
production of a different wheat, the previously planted wheat may “volunteer” or re-sprout on its own. Petitioners’
June 27, 2003 responses to questions at 2. The presence of a second type of wheat in a given volume causes the
grade of the wheat to be reduced. CR at I-6; PR at I-5; Hearing Tr. at 88 (Wechsler), 152-53 (Fisher).

# E.a.,, NAMA’s Prehearing Brief at 4-5; Hearing Tr. at 161 (Fisher), 396 (Hillman}.
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achieve the desired protein level for a given product changes from year to year because average protein
levels for both HRS wheat and HRW wheat fluctuate.™® In the preliminary determinations, the
Commission did not include HRW wheat with HRS wheat in the domestic like product, but stated it
would revisit the issue in any final phase of the investigations. For the reasons discussed below, we
again in this final phase define HRS wheat as a like product that does not include HRW wheat.

a. Physical Characteristics and Uses

Protein content is the primary physical characteristic relevant to the analysis of whether the
domestic like product should be expanded to include HRW wheat. Commercial contracts typically
specify minimum protein content levels.”® As discussed in more detail below, millers and bakers need
specific and constant protein levels from year to year, even though the protein content of the wheat crop
varies from year to year, primarily as a function of weather, with drier conditions causing higher protein
content.”’ Unlike other wheats, both HRS wheat and HRW wheat are contracted and sold on the basis of
protein content, such as “14-percent hard red spring” or “ordinary protein hard red winter.”® Generally,
higher protein wheat commands a higher price than lower protein wheat.”

The protein content of HRS wheat typically ranges from 12 to 16 percent, whereas the protein
content for HRW wheat typically ranges from 10 to 14 percent.®® On average, protein content is 14
percent for HRS wheat and 11.5 percent for HRW wheat.* Downstream purchasers reported protein
averages that were somewhat higher, but they showed about the same difference between HRS wheat and
HRW wheat.*

Information on the record indicates that the protein content of the HRS wheat harvested in a
given year overlaps with that of HRW wheat to some extent, but also that the bulk of the respective crops
do not overlap with respect to protein content. In the year 2000, 77 percent of HRS wheat had a protein
content equal to or higher than 13.5 percent, whereas 67 percent of HRW wheat (Midwestern harvest)
had a protein content of less than 12.5 percent.® In 2001, 78 percent of HRS wheat had a protein content
equal to or higher than 13.5 percent, whereas 71 percent of HRW wheat (Midwestern harvest) had a

» E.g., NAMA’s Prehearing Brief at 4-5.

®%CRatl-7, PR at I-5.

T CR at1-7, II-1; PR at I-5, II-1. In addition, farmers can manipulate protein content by certain techniques, but
weather is of far more significance in determining the wheat’s protein content. Transcript of Oct. 4, 2002
conference, revised and corrected copy (“Conf. Tr.”) at 57-58 (Fisher), 86 (Wechsler), 88 (Fisher), 100 (Wechsler).
(The full names and affiliations of conference witnesses are available at page 2 of the Conf. Tr.)

*CRatI-11 to I-12, PR at I-8, and CWB’s Prehearing Brief at 76.

BCRatl-11,PR at I-8.

® CR atI-10 n.38, PR at I-7 n.38, Petition at 28, CWB’s Prehearing Brief at 69,

3! Petition at 28 and petitioners” October 15, 2002 responses to suppiemental questions at 3. The CWB and
NAMA do not dispute these figures. Comparable figures are shown in U.S. Wheat Associates; 2000, 2001, and
2002 Crop Quality Reports, each at pages 4 and 14.

% On a weighted average, purchasers indicated average protein content for HRS wheat of 14.2 percent for
2000/01, 14.4 percent for 2001/02, and 14.7 percent for 2002/03. For HRW wheat, purchasers’ reported weighted
average for protein content was 11.7 percent for 2000/01, 11.9 percent for 2001/02, and 12.7 percent for 2002/03.
CR and PR at Table II-5. The differences in average protein content for the two wheat classes were 2.3 percentage
points in 2000/01, 2.5 percentage points in 2001/02, and 2.0 percentage points in 2002/03. Id.

* Some sources, such as U.S. Wheat Associates, report data on a calendar year basis. Because wheat is harvested
in the late summer or fall, wheat harvested in calendar year 2000 falls into marketing year 2000/01.

* U.S. Wheat Associates, 2000 Crop Quality Report at 4, 14. The Midwestern harvest accounts for a large share
of the HRW wheat harvest. U.S. Wheat Associates, 2002 Crop Quality Report at 7; Petitioners’ October 15, 2002
responses to supplemental questions at 3.



protein content of less than 12.5 percent.” In 2002, drought conditions increased the protein content of
HRS wheat and HRW wheat: 90 percent of HRS wheat had a protein content equal to or higher than

" 13.5 percent, whereas 26 percent of HRW wheat (Midwestern harvest) had a protein content of less than
12.5 percent.”® In sum, HRS wheat and HRW wheat overlap to some degree in protein content, but the
bulk of the HRS crop in a given year does not overlap with the bulk of the HRW wheat crop, except in
drought years.”

Characteristics such as gluten content, stability, and water absorption have some significance as
well.*® Millers testified before the Commission that in arriving at their blends, they consider not only
protein levels but other characteristics of the product as well.* Various governrent and industry
publications report both protein levels and other characteristics of HRS wheat and HRW wheat.®

Even when HRS wheat and HRW wheat are the same in protein content, the two wheats still
differ in price. At a protein content of 13 percent, prices for HRS wheat averaged slightly higher than
prices for HRW wheat between marketing year 2000/01 and 2002/03.*' The variance in price is evidence
that HRS wheat has some physical characteristics that differ from those of HRW wheat, independent of
protein content, and that those characteristics have at least some significance in blending decisions.** .

The primary use of both HRS wheat and HRW wheat is for human consumption, with much
smaller amounts used for livestock feed and seed.*® When used for human consumption, HRS wheat may
be used alone or blended with HRW wheat. When used alone, HRS wheat is used to make products
including yeast breads, muitigrain breads, croissants, bagels, frozen dough, and some pizza dough.*
HRW wheat is used to make other goods requiring a relatively low protein content, including pan bread,

% 1.S. Wheat Associates, 2001 Crop Quality Report at 4, 14.

¥ 11.S. Wheat Associates, 2002 Crop Quality Repost at 4, 14.

3 We have considered whether to compare HRS wheat and HRW wheat not just within years, but across years as
well, given that wheat can be stored for considerable periods. The record indicates, however, that millers adjust their
blends once a year, and that the blends can vary substantially from year to year. This indicates to us that within-year
comparisons are most appropriate.

¥ NAMA’s Prehearing Brief at Exhibit 2, ***, petitioners’ Prehearing Brief at 17-22; petitioners’ Posthearing
Brief at App. 1 at 31-32; Hearing Tr. at 96-97 (Hunnicutt), 394-96 (Marten and Hillman); Conf. Tr. at 45-46, 60,
104-05 {Peterson), 141 (Marten).

% Hearing Tr. at 394-96 (Hillman), Conf Tr. at 141 (Marten).

“ E.g., U.S. Wheat Associates, 2000, 2001, and 2002 Crop Quality Reports, each at 4 and 14.

H CRat1-11 to I-12, II-18, and Figure I1I-1, PR at 1-8, 1112, and Figure II-1. The figures shown at page I-11 to I-
12 of the CR (page I-8 of the PR) are HRS wheat cash prices at Minneapolis and HRW prices at Kansas City (the
respective grain exchanges through which these wheat classes are sold). The figures shown at page II-18 and Figure
II-1 of the CR {page II-12 and Figure II-1 of the PR) are both based on Minneapolis prices. The CWB presented
data showing that, at Pacific Ports and at 3 percent protein, HRW was priced slightly higher than HRS in
2000/2001, but lower than HRS wheat in 2001/2002 and 2002/2003. CWB’s Prehearing Brief at 73. The CWB
argued that its data are the most probative because they compare prices of HRS wheat and HRW wheat for sale at the
same location. CWB’s Posthearing Brief at Tab A2, page 6. The CWB’s data show approximately the same pattern
as do those presented in the staff report. CR at II-18 and Figure II-1, PR at I1-12 and Figure II-1.

2 In the alternative, the price differential may be explained by petitioners’ assertion that the 13 percent HRS
wheat and HRW wheat are sold into different markets for different uses. Petitioners’ Prehearing Brief at 38-39.

This alternative explanation of the price differential also supports our finding that the domestic like product
corresponding to the subject HRS wheat should consist of domestic HRS wheat only, and not include HRW wheat.

S CRat1-8, II-11, PR at I-6, I1-7.

4 CR at I-10 n.37; PR at I-7 n.37; Petition at 27; Conf. Tr. at 11 (Fisher), 141 (Marten); NAMA's Postconference
Brief at 1-2; petitioners’ Prehearing Brief at 23. See CWB's Prehearing Brief at 69-70.
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Asian noodles, and hard rolls.* NAMA estimated that about one-fourth each of both HRS wheat and
HRW wheat are directed to these distinct products and used without blending.*

The remaining approximately three-quarters of HRS wheat and HRW wheat are blended. Where
HRS wheat and HRW wheat overlap in protein content, their uses in these blends generally are the same,
and they are generally substitutable. However, the bulk of HRS wheat is higher in protein content than
HRW wheat, and millers use the HRS wheat to achieve the required protein levels that they cannot
achieve using HRW wheat alone.*” **

b. Interchangeability

The record indicates that there is very limited interchangeability for the approximately one-fourth
of HRS wheat that is directed to high-protein products and the one-fourth of HRW wheat that is directed
to low-protein products. HRW wheat alone generally cannot be used to make high protein products of
acceptable quality.*” Nor generally can HRS wheat be used alone to make low protein products of
acceptable quality.*

As to the remaining bulk of the HRS wheat and HRW wheat, substitution is not insubstantial but
is still limited. As explained below, in a given year, substitution is high between those portions of the
HRS wheat and HRW wheat production that overlap in protein content, but substitutability is low
between the bulk of the respective crops, which do not overlap in that critical measure.

Central to our analysis is the testimony and statement of millers, the downstream consumers of
HRS wheat and HRW wheat. Millers explained that the art and science of milling is to deliver flour to
customers that is consistent in protein content and other characteristics, at the lowest cost possible,
despite yearly fluctuations in the wheat used to make that flour.”® Millers testified that where the wheat
classes overlap in protein content, they can use either HRS wheat or HRW wheat.’ Given the different

* Petitioners” October 15, 2002 responses to supplemental questions at 7. See CWB’s Prehearing Brief at 70.

“ NAMA October 10, 2002 Postconference Submission at 1. At the hearing, the parties were requested to
express any disagreement with NAMA’s estimate, and/or provide an alternative source of information for that figure.
Hearing Tr. at 219-20. No party indicated disagreement or provided an alternative source of information. E.g.,

-CWB’s Prehearing Brief at 72 (incorporation into blends accounts for “up to 75 percent of the total HRS and HRW
use’).

* The millers that supply the flour blend HRS wheat and HRW wheat to produce flour with the required protein
content. CR at I-10; PR at I-7; NAMA’s Prehearing Brief at 4-7, Petition at 27; Hearing Tr. at 161 (Fisher), 396
(Hillman); Conf. Tr. at 81 (Fisher & Hunnicutt), 141-42, 181 (Marten).

*# See NAMA Prehearing Brief at Exh. 3. Millers set their blends once a crop year to achieve the desired
characteristics, and do not vary the blend solely due to changes in price. NAMA’s Prehearing Brief at Exhibit 2 *¥*;
Hearing Tr. at 260 (Marten), 263 (Koenig), 379 (Hillman), 392-93 (Hillman, Marten, Koenig).

“ CR at I-10 & n.37, PR at [-7 & n.37; petitioners’ October 15, 2002 responses to supplemental questions at 7
(HRW wheat used to make low-protein products); Hearing Tr. at 378 (Hillman); Conf. Tr. at 141 (Marten); Petition
at 27-29.

5 Petitioners” October 15, 2002 responses to supplemental questions at 7; CWB’s Prehearing Brief at 77 (too
much protein can ruin a flour for any application}.

5 NAMA'’s Prehearing Brief at 1, 4-6 and at Exhibit 2, #**; Hearing Tr. at 256-57 (Hillman), 393 (Marten), 398
{Bair).

2 Hearing Tr. at 377-79, 397 (Hiliman). A miller testified at the conference that the process of milling wheat into
fiour reduces protein content by 1.1 percentage points and that in a typical year he must use HRS wheat to deliver
flour with a protein content of 11.4 percent. Conf. Tr. at 141-42 (Marten). He also testified that in 2002 the protein
content of HRW wheat was so high due to drought that very little HRS wheat was required. Conf. Tr. at 141-42
(Marten). NAMA confirmed that the blends are changed from year to year based on the varying protein content of
the wheat harvest. NAMA’s Prehearing Brief at 4-6.



ways of arriving at flour with the same protein level by using HRS wheat, HRW wheat with the same
protein content, or blending the two products, millers seek the method with the lowest cost.” These
record facts establish that under certain circumstances HRW wheat is substitutable for HRS wheat.

Nevertheless, the record also indicates substantial limits on the extent to which HRS wheat and
HRW wheat are substitutable. Millers use significant amounts of HRS wheat in their blends, even
though HRS wheat generally is higher in price than HRW wheat.>* HRS wheat is higher in protein
content than HRW wheat on average, and the bulk of HRS wheat and HRW wheat do not overlap in
protein content, thus limiting millers’ ability to substitute HRS wheat and HRW wheat.” In addition,
even when protein content is the same, HRS wheat may still be preferred over HRW wheat based on
characteristics other than protein content, an indication that the products are complementary, as
petitioners claim, rather than substitutable.® Statements by NAMA confirm limits on substitutability and
thus the millers’ need for HRS wheat, suggesting that any deficits in the supply of domestic HRS wheat
cannot simply be made up by substituting domestic HRW wheat, even though the latter generally is lower
in price:

The millers’ business is to produce high quality, consistent . . . hard
wheat flour. To do so, millers abselutely require . . . hard red spring
wheat of particular quality and consistency.”

The protein ranges of HRS wheat and HRW wheat change from year to year. Cne miller
indicated that prior to 2002 its blends included 60/40 and 80/20 HRW wheat to HRS wheat, but that in
2002 it used almost exclusively HRW wheat.*® Nevertheless, data submitted by the CWB indicate that
consumption of HRS wheat was only somewhat lower relative to HRW wheat in 2002 than it was in
2001.% That millers continue to use HRS wheat despite its generally higher price, even in years when the
protein content of HRW wheat is higher than average, indicates that much HRW wheat is not completely
interchangeable with HRS wheat.

Record evidence indicating that HRW wheat is substitutable for HRS wheat to a not
insubstantial, but yet limited extent is borme out in responses from producers and customers. Out of
fourteen responding purchasers,® six stated that there were no substitutes for HRS wheat.*! Eight
indicated that HRW wheat was a substitute for HRS wheat, but most qualified their response in some
respect.? Several indicated that substitution was possible depending on the protein level of the wheat
and the specifications of the product being produced.®

B E.g., CWB’s Prehearing Brief at 71 n. 134.

4 E.p., NAMA’s Prehearing Brief at 5-6, Hearing Tr. at 257 (Hillman), CR at I-11 to I-12, PR at I-8.

% U.S. Wheat Associates; 2000, 2001, and 2002 Crop Quality Reports, each at 4 and 14.

% Conf. Tr. at 141 (Marten) (HRS wheat used for non-protein parameters); CR at I1-18 to II-19 and Figure II-1
and PR at II-12 and Figure II-1 (even when both have a 13 percent protein content, HRS wheat generally is higher in
price than HRW wheat}. :

" NAMA's Prehearing Brief at 1-2.

% Conf. Tr. at 142 (Marten).

%% Qut of the total food use of HRS wheat and HRW wheat, HRS wheat accounted for an estimated 36 percent in
2002/03, compared to 41 percent and 42 percent in the two previous marketing years. CWB’s Posthearing Brief at
Tab B6.

% The “purchasers” listed in the staff report are downstream purchasers. The initial purchasers are country grain
elevators. Hence, “purchaser” responses were from large downstream prain-trading and milling concerns. See CR at
[I-14 to O-17, PR at I1-9 to II-11.

8 CR at [I-14, PR at I1-9.

% CR at 11-14 and Table II-4, PR at II-9 and Table II-4.

© CR and PR at Table II-4.



c. Channels of Distribution

HRS wheat and HRW wheat generally are not sold through the same channels of distribution
because, as discussed below, they generally are harvested in different regions and typically are sold
through different grain exchanges.®* A significant portion of HRS wheat is traded at the Minneapolis
Grain Exchange, while a large portion of HRW wheat is traded at the Kansas City Board of Trade.*
Other aspects of the channels of distribution are similar. Typically, wheat from the farm is trucked to a
grain elevator, although some farmers truck their wheat directly to an export terminal.® From grain
elevators, wheat typically is moved on rail cars or barges to domestic mills, feedlots, or export ports.” In
sum, HRS wheat and HRW wheat are sold through distinct but parallel channels of distribution.

d. Production Processes, Facilities, and Employees

HRS wheat is grown primarily in the Northern Plains: North Dakota, Montana, Minnesota, and
South Dakota.® HRW wheat is grown primarily in the Central Plains states of Nebraska, Kansas,
Oklahoma, Texas, and Colorado.” Several states produce both HRS wheat and HRW wheat, but the
overlap is small because southern growers have poor results with spring wheat and northern growers
have poor results with winter wheat.”® Both products compete against other crops for planted acreage,
and thus each is grown only where growing conditions are most suitable relative to other crops.”

Even in the very limited geographic areas allowing the production of both HRS wheat and HRW
wheat, switching from the production of one to the other is impeded by the risk of add-mixture, because
some wheat of the type produced the year before may “volunteer” or re-sprout on its own.”” The
presence of a second class of wheat will cause a sample to be downgraded and thus sell for a lower
price.” Nor can a farmer produce HRS wheat and HRW wheat on the same land in the same year
because the growing seasons for the two wheat classes overlap. HRS wheat is planted in April through
May and is harvested in August through September, while HRW wheat is planted in September through
November and harvested in June through July.™

The families that farm the wheat contribute most of the industry’s production employees, with
hired labor a much smaller share.”™ Accordingly, the farms and the bulk of the production employees do

“CRatl-10to 111, PR atI-7 to I-8.

 CR at I-10; PR at I-7; petitioners’ October 15, 2002 responses to supplemental questions at 11.

®CRatI-11, PR at I-8.

% CRatI-11, PR at1-8.

% CR at I-10, VI-7; PR at I-7, VI-3; U.S. Wheat Associates, 2001 Crop Quality Report at 12-13; petitioners’
October 15, 2002 response to supplemental questions at 3; Conf. Tr. at 91-92 (Fisher).

® CR at I-10; PR at I-7; U.S. Wheat Associates, 2001 Crop Quality Report at 2-3; petitioners” October 15, 2002
responses to supplemental questions at 3.

™ Petitioners’ Prehearing Brief at 15-17, 33-34; petitioners” June 27, 2003 responses to questions at 1-3;
petitioners’ Postconference Brief at Exhibit 11 (map of wheat production by class); CR at I-10 and Tables IT1-2 and
II1-3; PR at I-7 and Tables III-2 and III-3, Conf. Tr. at 95-92 (Fisher).

T CWB’s June 27, 2003 responses to questions at 1-5 (Executive Summary); petitioners’ June 27, 2003 responses
to questions at 2. :

7 Petitioners’ JTune 27, 2003 responses to questions at 2,

” CR at I-6; PR at I-5; Hearing Tr. at 88 (Wechsler), 152-53 (Fisher).

™ (CR at I-10, PR at -7, Conf. Tr. at 93 (Fisher).

S CWB’s Posthearing Brief at Tab A9 at 51-52.
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not overlap between HRS wheat and HRW wheat to a significant degree.” Production equipment is
believed to be similar for HRS wheat and HRW wheat.”

e. Producer and Customer Perceptions

Producers do not regard HRS wheat and HRW wheat to be substitutes in terms of production
because the producers and areas of production of HRS wheat and HRW wheat do not overlap to a
significant degree, and because HRS wheat and HRW wheat differ in growing season. Likewise,
customers (country grain elevators, which are the first purchasers of HRS wheat and HRW wheat) do not
treat HRS wheat and HRW wheat as substitutes because the two classes are segregated during storage
and transport.” U.S. grading standards require segregation, and treat the presence of other classes of
wheat as a discount factor.”

As described in more detail previously, the views of downstream customers {millers) varied.
Eight of fourteen responding downstream purchasers indicated that HRW wheat is substitutable for HRS
wheat, although several indicated that such substitution was subject to certain limitations.*® Six of the
fourteen indicated that HRW wheat is not substitutable for HRS wheat.**

1. Price

Prices for HRS wheat and HRW wheat vary according to their protein content and other factors,
making comparisons difficult. As a general indication of typical prices, the simple average marketing
year 2002/03 prices of HRS wheat (Minneapolis 13 percent protein) and HRW wheat (Kansas City #1

“ordinary) were $4.45 and $4.22 per bushel, respectively.*” It is not disputed that prices for HRS wheat
generally are higher than those for HRW wheat.® *

7¢ Hearing Tr. at 204 (Klein).

" Hearing Tr. at 159 (Klein).

8 Hearing Tr. at 88 (Wechsler), 146 (Fisher), 159 (Klein).

" CR atI-6, I-11; PR at I-5, I-8; Hearing Tr. at 88 {Wechsler), 152-53 (Fisher).

® CR at II-14 and Table II-4, PR at 1-9 and Table I1-4.

# CR at II-14, PR at 1-9.

“CRatl-11t0 12, PRat I-8. See CR at V-10to V-11, PR at V-7 to V-8.

8 Petitioners’ Prehearing Brief at 37-38. See CWB’s Prehearing Brief at 74 (acknowledging the prlce premium
for “higher protein HRS™) and 76 {protein content the primary price factor). CR at V-5, PR at V-4 (cash prices for
15 percent protein HRS wheat were 26.9 percent higher than cash prices for otherwise similar 13 percent protein
HRS wheat).

8 The CWB argued that correlations in price movements of HRS wheat and HRW wheat demonstrate that the two
classes were highly substitutable and thus that HRW wheat should be included with HRS wheat in the domestic like
product. CWB’s Prehearing Brief at 79-82. We note that price is only one of the six factors we use to guide our
inquiry into the definition of the like products. Moreover, despite correlations in price movements, prices for HRS
wheat and HRW wheat were not the same. E.g., CRatI-11 to1-12, V-10 to V-11; PR at I-8 and V-7 to V-8.
Finally, the record shows correlations in price movements among wheat of all classes, and between wheat and other
agricultural products. CR at V-11; PR at V-7 to V-8; CWB’s Prehearing Brief at 30, 86 n.155, Exh. 22; Hearing Tr.
at 147 (Fisher). Given the persistent differences in price between HRS wheat and HRW wheat, and the existence of
price correlations among wheat of various classes and between wheat and other agricultural products, we do not find
that the CWB’s argument conclusively demonstrates HRS wheat and HRW wheat to be a single product.
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g Conclusion

On balance, based on the record in these investigations, we find that the domestic like product
corresponding to the subject HRS wheat should include HRS wheat only.

HRS wheat is on average higher in protein content than HRW wheat. The portion of HRS wheat
that overlaps with HRW wheat in protein content is not insubstantial, but the bulk of the respective crops
do not. The two wheat classes also differ in physical characteristics other than protein content that are
significant to downstream users, as evidenced by differences in price even when protein content is the
same. The differences in protein content generally result in distinct or complementary uses for HRS
wheat and HRW wheat, although substitution is high for the limited overlapping portions. Millers
require significant amounts of HRS wheat which they use despite its generally higher cost. Food use of
HRS wheat declined by only 5 to 6 percentage points in the 2002/03 marketing year compared to the two
previous marketing years, despite reports that a higher than average amount of HRW wheat could be
substituted for it in that year.®

Because there is very little overlap in producers of HRS wheat and HRW wheat, or the regions in
which the two wheat classes are produced, producers are not likely to regard HRS wheat and HRW wheat
as substitutes. Customers’ perceptions are mixed. Due to the generally differing areas in which they are
produced, HRS wheat and HRW wheat are sold through different distributors, but other than their
location the channels are the same or similar, although distributors segregate the two types of wheat. On
these bases, and consistent with our finding in the preliminary determinations, we find that the domestic
like product corresponding to subject HRS wheat is limited to domestic HRS wheat and does not include
HRW wheat.5

II. DOMESTIC INDUSTRIES

The domestic industry is defined as “the producers as a [w}hole of a domestic like product, or
those producers whose collective output of a domestic like product constitutes a major proportion of the
total domestic production of the product.”® In defining the domestic industry, the Commission’s general
practice has been to include in the industry all domestic production of the domestic like product, whether
toll-produced, captively consumed, or sold in the domestic merchant market.*® We find two domestic

industries in these investigations, one consisting of all growers of durum wheat and another consisting of
all growers of HRS wheat.

III.  ANALYSIS OF MATERIAL INJURY, OR THREAT OF MATERIAL INJURY, BY
REASON OF SUBSIDIZED AND LESS THAN FAIR YALUE IMPORTS

In the final phase of antidumping or countervailing duty investigations, the Commission
determines whether an industry in the United States is materially injured or threatened with material

% CWB’s Posthearing Brief at Tab B6.

% Because HRW wheat is more similar to HRS wheat than are other non-durum wheats, we also conclude that the
domestic like preduct should not include other non-durum wheats, which are more dissimilar to HRS wheat than
HRW wheat. The record indicates that HRW wheat is commonly blended with HRS wheat, but it does not indicate
that other non-durum wheats are commonly blended with HRS wheat. Moreover, other non-durum wheats are lower
in protein than either HRS wheat or HRW wheat, and other non-durum wheats have different end uses as welt. CR at
I-5 to -6, I-9; PR at [-4, [-6. '

¥ 19 U.S.C. § 1677(4XA).

* See, e.g., United States Steel Group v. United States, 873 F. Supp 673, 681-84 (Ct. Int’l Trade 1994), aff’d, 96
F.3d 1352 (Fed. Cir. 1996).
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injury by reason of the imports under investigation.** * In making this determination, the Commission
must consider the volume of imports, their effect on prices for the domestic like product, and their impact
on domestic producers of the domestic like product, but only in the context of U.S. production
operations.”! The statute defines “material injury” as “harm which is not inconsequential, immaterial, or
unimportant.”* In assessing whether the domestic industry is materially injured by reason of subject
imports, we consider all relevant economic factors that bear on the state of the industry in the United
States.™ No single factor is dispositive, and all relevant factors are considered “within the context of the
business cycle and conditions of competition that are distinctive to the affected industry.”

For the reasons discussed below, we determine that the domestic industry producing durum
wheat is not materially injured, or threatened with material injury, by reason of subject imports of durum
wheat from Canada that are subsidized and sold at less than fair value. We determine also that the
domestic industry producing HRS wheat is materially injured by reason of subject imports of HRS wheat
from Canada that are subsidized and sold at less than fair value.”

A. Information Available in These Investieations

The Commission’s determinations are based on the record developed during these
investigations.”® The domestic durum wheat and HRS wheat industries collectively comprise tens of
thousands of individual farmers (producers).” The Commission determined that forwarding
questionnaires to all producers of the domestic like products or developing a reliable sampling
methodology was impractical.”® The Commission obtained reliable and authoritative data from a variety

¥ 19 U.8.C. §§ 1671d(b) & 1673d(b).

% By statute, imports from a subject country corresponding to a domestic like product that account for less than
three percent of all such merchandise imported into the United States during the most recent twelve months for
which data are available preceding the filing of the petition shall be deemed negligible. 19 U.5.C. §
1677(24)(A)(1)(D). The statute also provides that, even if imports are found to be negligible for purposes of present
material injury, they shall not be treated as negligible for purposes of a threat analysis should the Commission
determine that there is a potential that imports from the country concerned will imminently account for more than
three percent of all such merchandise imported into the United States. 19 U.S.C. § 1677(24)(A)iv). The
Commission is authorized to make “reasonable estimates on the basis of available statistics” of pertinent import
levels for purposes of deciding negligibility. 19 U.S.C. § 1677(24)(C); see also Uruguay Round Agreements Act
(“URAA”) Statement of Administrative Action {“SAA”) at 856. By operation of law, a finding of negligibitity
terminates the Commission’s investigations with respect to such imports. 19 U.S.C. § 1673b(a){1).

Negligibility is not an issue in these investigations because the subject imports from Canada accounted for
100.0 percent of HRS wheat imports and 95.2 percent of durum wheat imports into the United States in marketing
year 2001/02, the most recent twelve month period preceding the filing of the petition for which data are available,
CR and PR at Tables IV-1 and IV-2. '

119 11.8.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . [a]nd explain in full its relevance to the determination.” 19
U.S.C. § 1677(7)(B); see also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

219 U.S.C. § 1677(7HA).

219 U.S8.C. § 1677(H{(C)(iii).

19 U.S.C. § 1677(T(C)iii).

% Chairman Okun and Commissioner Koplan dissenting. See their dissenting views.

%19 C.F.R. § 207.2(f). See 19 U.S.C. § 1516a(b)(2).

7 According to the 1997 Census of Agriculture, there were 6,887 farms growing durum wheat. CR and PR at III-
I. According to petitioners, there are 40,407 U.S. producers of HRS wheat. CR and PR at III-1 & n.3.

% When the Comumission provided draft versions of its final phase questionnaires to parties for comment, it did
not propose issuing a producer questionnaire. The parties provided extensive comments on the draft questionnaires,
but none indicated disagreement with the lack of a producer questionnaire. The Court of International Trade (CIT)
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of other sources, including U.S. and Canadian government publications, state agricultural extension
services, academia, and industry groups. The Commission also obtained data (including prices) from
purchasers through questionnaires, and received testimony at its conference and hearing. The
Commission received extensive submissions of factual information from the parties. Despite requests

from the Cornmission, the parties did not suggest additional or more informative or reliable sources of
data.”

B. Conditions of Competition and the Business Cycle

Many conditions of competition discussed below pertain both to the domestic durum wheat and
HRS wheat industries, although various distinctions are noted.

1. Levels of Trade

Subject imports of HRS wheat and durum wheat enter the U.S. market at a level of trade that is
downstream from sales by domestic producers of domestic HRS wheat and durum wheat. As discussed
above with respect to our domestic like product determinations, domestic producers of HRS wheat and
durum wheat most often sell their product to local grain elevators.'™ The grain elevators sell HRS wheat
and durum wheat to large, generally multinational, firms that trade in grain.'"! Some of these grain-
trading firms are integrated mills.'"™ The grain-trading firms sell the wheat, often to export markets, or
mill the wheat themselves into flour or semolina.'™ Many of the large grain trading and milling firms
have ownership interests in local grain elevators.'® In general, subject imports of HRS wheat and durum
wheat do not compete with domestic producers for sales to local grain elevators. Instead, importers sell
subject imports downstream to milling firms.'** 10¢

2. Demand and Apparent U.S. Consumption

The predominant source of ultimate demand for both HRS wheat and durum wheat is human
consumption for food.'” HRS wheat is used in bread and other bakery products, where it can face a
potential substitute product in HRW wheat, depending on the appropriate protein levels required by the
user.'® Durum wheat has few substitute products in its primary application (pasta), either from other

in Chung Ling acknowledged that it would be “impractical given the time constraints for completing its
investigation™ for the Commission to attempt to obtain absolute coverage utilizing questionnaires for “an industry
comprised of more than 1,000 producers.” Chung Ling Co. v. United States, 803 F. Supp. 45, 49 (Ct. Int'l Trade
1992},

* CR and PR at [1I-6 n.8; and Hearing Tr. at 174, 204-06 (Vice Chairman Hillman).

W CR at I-11, I1-8; PR at I-§, 11-5.

11 CWB'’s Prehearing Brief at 9-11; Hearing Tr. at 232-33 (Cunningham), 240 (Sumner), 253-55 (Meyer).

12 Hearing Tr. at 232-33 (Cunningham), CWB Hearing Charts, page 6 (attached to non-corrected and revised
Hearing Transcript).

1% CWB’s Prehearing Brief at 10, Hearing Tr. at 240-41 (Sumner).

1% CWB’s Prehearing Brief at 9.

195 4%, Hearing Tr. at 307-08 {Steinke) (CWB sells directly to millers), 309-10 (Hillman) (same).

1% The grain-trading and milling firms are sometimes referred to as “downstream” purchasers in this opinion to
distinguish them from grain elevators, which are the initial purchasers of domestically produced HRS wheat and
durum wheat. This distinction is used to describe the level of trade, notwithstanding the fact that many of the grain

-elevators are owned or controlled by the grain trading or milling firms.

' CR at1I-11, PR at II-7.

% CR at II-14 to I1-17, PR at [I-9 to II-11.
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forms of wheat or other grains.'” Secondary uses consist of seed, and animal feed and residual uses.'’°
Demand for wheat for feed and residual use declines when prices increase, because other agricultural
products can be used to feed livestock.!"! Per capita U.S. consumption of all wheat flour fell from 146.3
pounds in 2000, to 140.9 pounds in 2001, and to 136.9 pounds in 2002."'? Purchaser questionnaire
responses suggest that the popularity of low-carbohydrate diets has impacted the consumption of bread
products negatively.'? '

The parties disagreed as to how the Commission should calculate apparent U.S. consumption,
which the Commission frequently employs as a proxy for demand. Given that U.S. exports of durum
wheat accounted for between 43.5 percent and 53.8 percent of shipments and HRS wheat exports were
between 44.6 percent and 59.8 percent of total shipments during the period, including exports or not has
a considerable impact on the measure of apparent U.S. consumption. Petitioners argued that U.S.-grown
wheat that is exported from the United States should be excluded from apparent U.S. consumption,
because it is not consumed, j.e., milled, in the United States.'"* The CWB, on the other hand, noted that
in these markets, exports are made not by producers, the U.S. growers, but rather by downstream
purchasers, usually two steps removed from the domestic producers.' The CWB asserted that U.S.
producers frequently are unaware of the final destination of their wheat, and that exports by downstream
purchasers are a source of demand for wheat produced in the United States, just as is demand ultimately
derived from the end use in the United States.””® Given the unusual circumstances of this case, in that
exports by downstream purchasers account for a large percentage of domestic production, we find that
apparent U.S. consumption calculated in both ways informs our understanding of the conditions of
competition unique to these markets. Trends in apparent U.S. consumption over time generally are the
same by either measure.'"’

1 CR at II-14, PR at 11-9.

"0 CR atI-7 to I-8, PR at I-5 to [-6.

Ul See CR at [1-13, PR at I1-8.

12 CR at I1-13, PR at II-8.

P} CR at 1I-12 1o 11-13, PR at 11-8.

!4 Petitioners’ Posthearing Brief at App. 1 at 5-7.

15 Hearing Tr. at 47 (Cunningham).

1% Hearing Tr. at 47, 223 (Cunningham}, 240 (Surmner). See CR at II-8, PR at II-5.

17 Commissioner Koplan, having considered the record and the conflicting arguments of the parties, agrees with
his colleagues that the trends in apparent U.S. consumption for the period examined are the same, whether
compuiations include or exclude exports of wheat sold by the domestic producers to downstream purchasers.
Nevertheless, he believes that the better approach in these investigations would be to compute apparent U.S.
consumption of duorum and hard red spring wheats by including all of the farmers’ sales of the domestic like products
regardless of the fact that substantial portions are subsequently exported by the downstream purchasers. Over the
period examined, farmers who are the producers of these like products sell almost all of the wheat they produce 10
local grain elevator operators in the United States, who then inspect, grade, clean, sell and often transport the wheat
to grain trading companies, agents, brokers and milling firms. Thus, he considers all of the domestic producers’
(farmers’) sales of wheat to be 1.S. sales. On average for the period examined in these investigations, 47.5 percent
of durum wheat and 52.75 percent of hard red spring wheat produced by U.S. farmers was exported. It is undisputed
on this record that these wheat supplies are not exported by the farmers but by the downstream purchasers who
collectively purchase almost 100 percent of what the farmers produce. While the situation for these two like
products may be unique because of the extremely large volumes exported by downstream purchasers, he finds that
farmers clearly count on these sales as an important element of the demand for their products and that the farmers
exercise no control over the wheat they produce once it is sold and delivered to the grain elevator. He therefore
concludes that in investigations of this type, apparent U.S. consumption should include all that which is sold by
producers of the domestic like products because the subsequent export sales were made by downstream purchasers
who are outside the scope of the domestic industry. Finally, he notes that in any case, the exports by downstream
purchasers of this significant volume of domestic production is a relevant condition of competition.
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By both measures, apparent U.S. consumption of HRS wheat and durum wheat is down sharply
over the period examined, particularly in the case of the former. Excluding downstream exports of
domestically produced HRS wheat, apparent U.S. consumption of HRS wheat was 324 million bushels in
marketing year 2000/01, 290 million bushels in 2001/02, and 182 million bushels in 2002/03.""* When
exports by downstream purchasers of domestically produced exports are included, apparent U.S.
consumption was 531 million bushels in marketing year 2000/01, 506 million bushels in 2001/02, and
436 million bushels in 2002/03."" For durum wheat, excluding downstream exports of domestically
produced products, apparent U.S. consumption was 68 million bushels in 2000/01, 61 million bushels in
2001/02, and 61 million bushels in 2002/03.'® When downstream exports are included, apparent U.S,
consumption of durum wheat was 124 million bushels in 2000/01, 111 million bushels in 2001/02, and
98 million bushels in 2002/03."!

3, Supply

At the level of downstream purchasers, the domestic market is supplied by domestic production,
existing inventories, and imports, primarily from Canada. Supply is affected by exports of domestically
produced HRS wheat and durum wheat.'* During the period examined, U.S.-grown durum wheat and
HRS wheat accounted for the majority of U.S. supply; Canada accounted for much of the balance, but
Mexico provided modest amounts of desert durum wheat.'” The volume of imports from all other
countries is very small.'*® We discuss the actual volumes of subject durum wheat and HRS wheat
imports from Canada in our analyses of volume later in these views.

a. Domestic Production

Domestic production is driven by the number of acres harvested and per-acre yields. Various
factors influence these two determinants of domestic production.

For durum wheat, acreage planted was 3.9 million in marketing year 2000/01, but declined to 2.9
million acres in both 2001/02 and 2002/03."* Acres harvested declined from 3.6 million in 2000/01 to
2.8 million in 2001/02, to 2.7 million in 2002/03.%

For HRS wheat, acres planted increased from 14.4 million in 2000/01, to 14.8 million in
2001/02, and to an estimated 14.9 million in 2002/03."” '™* In 2000/01, there were approximately 0.8
million acres of HRS wheat planted but not harvested, compared to 1.0 million in 2001/02, and 2.3
million in 2002/03."° Thus, while the acreage planted increased over the period examined,”™ the acreage

1% CR and PR at Table C-2.

" CR and PR at Table C-2A.

120 CR and PR at Table C-1.

' CR and PR at Table C-1A. _

122 CR and PR at Tables C-1, C-1A, C-2, and C-2A.

12 CR and PR at Tables C-1 and C-2.

124 CR and PR at Tables IV-1 and IV-2.

{3 CR and PR at Table ITI-6.

%6 CR and PR at Table II1-6.

27 CR and PR at Table III-6. Figures in Table ITI-6 for marketing year 2002/03 are estimates. CR and PR at
Table I1{-6 n.2.

1 Excessive dry weather, particularly in marketing year 2002/03, led to a higher rate of “abandonment” of
planted acreage for spring wheats (acreage planted but never harvested). See USDA/ERS, Wheat Situation and
Qutlock Yearbook (March 2003) at 13-15.

12 CR and PR at Table III-6.

13 The USDA, however, projects lower acreage planted for 2003/04 at 13.0 million. CR and PR at Table I1I-6.
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harvested decreased. Acres harvested for HRS wheat increased from 13.6 million in marketing year
2000/01 to 13.8 miilion in 2001/02, but then declined to 12.6 million in 2002/03.%!

Various factors influence the number of acres planted in durum wheat and HRS wheat. The
areas of production of durum wheat and HRS wheat overlap in North Dakota and Montana.'** Even
within North Dakota, however, regions favor the production of one class of wheat over the other.'*
While some farmers have the ability therefore to switch from the production of one to the other, there are
significant impediments to such a change as discussed previously, including the problem of add-mixture.
Also, changing from the production of HRS wheat to durum wheat is considered more difficult than
changing from the production of durum wheat to HRS wheat.** In any event, switching from the
production of durum wheat to HRS wheat or vice versa does not account for all the observed changes in
the number of acres planted with HRS wheat and durum wheat, because the aggregate acres planted were
lower in 2002/03 at 17.8 million acres than in 2000/01 at 18.3 million acres.”™ As also noted above,
other crops compete for planting with HRS wheat and durum wheat, including soybeans, barley, and
oilseeds such as canola and flaxseed.’® In fact, most wheat farmers grow other crops as well.” The
CWB asserts that acres planted with these alternative crops have increased, thereby displacing durum
wheat and HRS wheat."**

In deciding what crops to plant, farmers must also consider various federal programs including
production flexibility contract payments, marketing assistance, and crop insurance.'” Payments under
many of these programs are not a function of current production or planting, and generally the various
programs have not changed significantly over the period examined.'® An important exception is the
Crop Revenue Coverage (“CRC”) program, a government-backed insurance program that lowers the risk
to the domestic producer of crop failure and price fluctuations."! The United States Department of
Agricuiture (“USDA”) indicated that the CRC program had the effect of increasing durum wheat acres
planted in North Dakota in 1999 and 2000, despite lower prices for durum wheat.'> When the USDA
terminated the CRC program for durum wheat in March 2001, acres planted in North Dakota with durum -
wheat fell by 1.0 million acres to 2.2 million in 2001.'**

Apart from harvested acreage, production is driven by yield, which in turn is largely a function of
weather and disease.'* For durum wheat, average yields were 30.7 bushels per acre harvested in
2000/01, compared to 30.0 and 29.4 for marketing years 2001/02 and 2002/03, respectively.'*® For HRS

B CR and PR at Table II1-6.

132 CR at VI-5 to VI-6, PR at VI-3,

133 Hearing Tr. at 62 (Birdsall); Petitioners” June 27, 2003 responses to questions at 1-3; CWB’s June 27, 2003
responses to questions at Tab B5 (1999-2001 HRS acreage by region), CWB’s Prehearing Brief at Exh. 11 at 4
(2002 durum acreage by region).

34 Hearing Tr. at 60-61 (Birdsall}, 65-67 (Lee); Conf. Fr. at 48-49 (Fisher); petitioners’ June 27, 2003 responses
to questions at 1-2.

135 CR and PR at Table III-6.

3% CR at I1I-12; PR at I1I-8; CWB's Prehearing Brief at 38, 51; Hearing Tr. at 334-35 (Sumner) 375-77
(Przednowek).

37 CR at ITi-12, PR at ITI-8, Hearing Tr. at 334-35 (Sumner).

13 CWB’s Prehearing Brief at 38-40; CWB’s June 27, 2003 responses to questions at Tab B9,

13 Wheat Trading Practices: Competitive Conditions Between U.S. and Canadian Wheat, Inv. No. 332-429,
USITC Pub. 3465 (Dec. 2001) (“Wheat Trading Practices™) at 2-11 to 2-13.

"0 CR at 112 to 1I-7, PR at 112 to II-5.

4 CR at II-4, PR at 11-3.

¥ CR at IT-4 to II-5, PR at I1-3.

142 CR at II-5, PR at II-3.

14 CR atII-1, 1I-12; PR at II-1, II-8.

145 CR and PR at Table C-1.
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wheat, average yields dropped sharply, particularly io the last marketing year of the period examined.
Average yields feli from 37.0 bushels per acre in marketing year 2000/01 to 34.6 bushels per acre in
2001/02, and further to 28.2 bushels per acre in 2002/03."¢ The lower yields for HRS wheat in 2002/03
are likely attributed to drought conditions in the HRS wheat-growing regions of the United States.'*

As a result of the factors discussed above, production of durum wheat was 110 million bushels in
2000/01, 84 million bushels in 2001/02, and 79 million bushels in 2002/03.'*® Because average yields for
durum wheat declined steadily but modestly, most of the reduction in durum wheat production over the
period examined reflects the decrease in harvested acreage following the termination of USDA’s CRC
program for durum wheat."? Production of HRS wheat was 502 million bushels in 2000/01, 476 million
bushels in 2001/02, and 357 million bushels in 2002/03.”*® The reduction in production from 2000/01 to
2001/02 was a result of lower yields, because harvested acres increased slightly.' The reduction from
2001/02 1o 2002/03 was due both to lower yields and lower acres harvested.'*

b. Export Sales

Export sales are an important market for domestically produced durum wheat and HRS wheat.
For durum wheat, export shipments accounted for 50.5 percent of total shipments of the domestic product
in 2000/01, 53.8 percent in 2001/02, and 43.5 percent in 2002/03." For HRS wheat, export shipments
accounted for a growing proportion of total shipments of the domestic product, from 44.6 percent in
2000/01, to 47.0 percent in 2001/02, and 59.8 percent in 2002/03."*

On average, the quality of domestically produced durum wheat, as indicated by grade, that was
exported was lower than that which remained in the United States. The bulk of durum wheat production
is in North Dakota and the other states of the upper Great Plains.'” On average, durum wheat harvested
in the Great Plains was Grade No. 3 in 2000, Grade No. 2 in 2001, and Grade No. 2 in 2002.1%° On
average, durum wheat harvested in the Great Plains and then exported was Grade No. 4 in 2000 and 2001

16 CR and PR at Table C-2.

47 Fusarium Head Blight or “scab™ also may have adversely impacted durum wheat and HRS wheat harvests
during the period examined. Hearing Tr. at 246 (Potter). Scab is a wheat disease that may result both in lower
production and lower quality wheat. CWB’s Prehearing Brief at 39. See CWB’s Postconference Brief at 36-38, 41-
42.

¥ CR and PR at Table C-1.

¥ CR and PR at Table C-1.

B CR and PR at Table C-2.

I CR and PR at Table C-2.

2 CR and PR at Table C-2.

13 Figures derived from CR and PR at Table III-7. In marketing year 2000/01, export shipments of durum wheat
accounted for 56 million bushels out of 111 million bushels of total shipments. In marketing year 2001/02, export
shipments accounted for 50 million bushels cut of 93 million bushels of total shipments. In marketing year 2002/03,
export shipments accounted for 37 million bushels out of 83 million bushels of total shipments. CR and PR at Table
II-7.

4 Figyres derived from CR and PR at Table ITI-7. In marketing year 2000/01, export shipments of HRS wheat
accounted for 227 million bushels out of 509 million bushels of total shipments. In marketing year 2001702, export
shipments accounted for 216 million bushels out of 460 million bushels of total shipments. In marketing year
2002403, export shipments accounted for 254 million bushels out of 425 million bushels of total shipments. CR and
PR at Table IFH-7.

1 CR at VI-5 and PR at VI-3. In 2002, North Dakota and Montana accounted for 77 percent of U.S, durum
wheat production, while Arizona and California accounted for 22 percent. Id.

156 J.8. Wheat Associates, 2001 and 2002 Crop Quality Reports, each at page 23.
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(data for 2002 are not available).!¥ Because the average grade of durum wheat exported was lower than
the average of all durum wheat harvested, the average grade of U.S. grown durum wheat that was not
exported is higher than the average for the harvest. For the much smaller volume of durum wheat
produced in the Pacific Southwest (Arizona and California), the average grade of the harvest and of
exports was the same, Grade No. 1.”** For HRS wheat, the quality, as indicated by grade, of that which is
exported by downstream purchasers appears comparable or slightly lower than the quality of the HRS
wheat which remains in the U.S. market.'*

Despite its proximity to domestic durum wheat and HRS wheat regions, little or no U.S.-grown
durum wheat and HRS wheat is exported to Canada. Petitioners’ counsel attributed the lack of U.S.
wheat exports to Canada to a wheat marketing system that effectively precludes such exports, and
referenced a U.S. government complaint against Canada before the World Trade Organization.'®

c. Inventories

Inventories are an additional source of domestic supply. Ending inventories of durum wheat and
HRS wheat were lower at the end of the period than they were at the beginning. For durum wheat, U.S,
producers’ ending inventories fell from 29 million bushels for marketing year 2000/01, to 21 million
bushels for 2001/02, and to 15 million bushels for 2002/03."! As a percentage of total shipments of
durum wheat, the ending inventories fell from 26.2 percent in marketing year 2000/01, to 22.3 percent in
2001/02, and to 17.8 percent in 2002/03."? For HRS wheat, U.S. producers’ ending inventories rose
from 194 million bushels for 2000/01 to 210 million bushels for 2001/02, but fell to their lowest level of
the period examined in 2002/03 to 141 million bushels.'® As a percentage of total shipments of HRS
wheat, the ending inventories rose from 38.1 percent in marketing year 2000/01, to 45.6 percent in
2001/02, but then fell to their lowest level during the period examined at 33.1 percent in 2002/03.'%

4. Drought

Drought conditions adversely affected domestic production of HRS wheat in marketing year
2002/03. Per acre yields were much lower in marketing year 2002/03 (28.2 bushels per acre) than in
2000/01 (37.0 bushels per acre) or 2001/02 (34.6 bushels per acre).'®® Periodic drought, or adverse
growing conditions from other causes, is an accepted condition of competition in this industry. While
such effects can be substantial, they generally are limited to a single year in duration if weather
conditions improve. The drought conditions that impacted domestic HRS wheat production have had
less observable effects on domestic production of durum wheat. The number of durum wheat acres
planted but not harvested was 200,000 in marketing year 2002/03 compared to 100,000 in 2001/02 and

157 1J.8. Wheat Associates, 2002 Crop Quality Reports, at page 23. For the year 2000, the export data were based
on 48 samples of durum wheat for export from the Great Plains and 5 from the Pacific Southwest. Id. For 2001, the
data were based on 30 samples of durum wheat for export from the Great Plains and 7 from the Pacific Southwest.
Id. .
38 1J.S. Wheat Associates, 2001 and 2002 Crop Quality Reports, each at page 23.

132 1J.S. Wheat Associates, 2000, 2001, and 2002 Crop Quality Reports, each at pages 14 and 16.
1% Hearing Tr. at 216- 17 (Hunnicutt).

'¥' CR and PR at Table C-1.

182 CR and PR at Table C-1.

1% CR and PR at Table C-2.

' CR and PR at Table C-2.

165 CR and PR at Table C-2.
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300,000 in 2000/01.'% Average yields were 29.4 bushels per acre in marketing year 2002/03 compared
to 30.0 bushels per acre in 2001/02 and 30.7 bushels per acre in 2000/01.'

The effects of drought conditions were evident at an earlier time in Canada, and extended to both
HRS wheat and durum wheat.® Acres planted with durum wheat but not harvested in Canada were
higher in marketing years 2001/02 and 2002/03 than during 2000/01, while yields per acres harvested
were lower in the 2001/02 and 2002/03 marketing years, even after abandoning acreage.'® Acres planted
with HRS wheat but not harvested in Canada decreased from marketing year 2000/01 to 2001/02, but
increased *** in 2002/03, while per acre yields fell from 2000/01 to 2001/02, and again in 2002/03.'7

5. The Canadian Wheat Board

An additional condition of competition unique to these industries is the activity of the Canadian
Wheat Board. The CWB is the sole exporter of wheat grown in the prairie provinces of Canada, which
account for more than 90 percent of Canadian durum and western red spring wheat production.'”" The
CWB is the largest single entity selling wheat in the world.'” ' However, as a country, the United
States ranks first in global sales of wheat.'™ The CWB does not appear to compete directly with farmers
in the U.S. durum wheat and HRS wheat markets, but rather competes on the level of large-scale grain
traders for sales both in the United States and third-country export markets.'””

6. Substitutability
a. General
U.S. and Canadian HRS wheat are highly, but not perfectly, interchangeable, as are U.S. and

Canadian durum wheat.'® All responding purchasers agree that U.S. and Canadian durum wheat are
used in the same applications and that U.S. and Canadian HRS wheat are used in the same

% CR and PR at Table C-1.

187 CR and PR at Table C-1.

1% C'WB’s Prehearing Brief at 25 n.31, 111-13, Exhibit 4.

1% CR and PR at Table VII-1.

' CR and PR at Table VII-2.

"L CR at II-10, PR at 11-6.

"2 CR at I1-10, PR at I1-6.

17 The Australian Wheat Board is the only seller of wheat from Australia and operates in a fashion similar to the
CWB.

7 CR at TI-7, PR at II-5.

3 The statute requires the Commission to focus on subject imports, which in this case involve imports from a
state trading enterprise. The statute does not contemplate a Commisston evaluation of the practices of the CWB, per
se, but only whether the subject imports cavse, or threaten to cause, material injury to a domestic industry. Therefore
the practices of the CWB were implicitly considered insofar as the Commission analyzed price and volume effects of
the subject imports in the U.S. markets for durum wheat and HRS wheat during the period examined. In these
investigations, the Commission is not directed by statute with issuing judgement on the marketing practices of the
CWB (e.g., nontransparency and moncepolization). It is important to acknowledge that the Commission’s findings
have no relationship to the separate proceedings cutrently underway in the World Trade Organization involving the
practices of the CWB in third-country markets. Thus, in the current investigations, the Commission has not
considered the extent to which the CWB’s marketing practices disadvantage U.S. wheat producers in third-country
export markets.

Y6 CR at I1-20, PR at 11-13.
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applications.'”” However, 11 of 17 responding purchasers reported that they specifically ordered wheat
from one country in particular over other possible sources of supply.' Most purchasers reported that
U.S. and Canadian durum wheat were comparable in terms of primary purchasing factors, as they also
did with regard to U.S. and Canadian HRS wheat.!” For durum wheat, a majority of responding
purchasers rated the U.S. product inferior in dockage, product consistency, and the availability of
forward contracts.”® With respect to HRS wheat, five of 10 purchasers rated the U.S. product inferior in
dockage (presence of foreign material).'®!

b. Price

Durum wheat and HRS wheat are largely commodity products, classified into six established
grades distinguished by quality."® Purchasers of durum wheat were equally divided as to whether quality
or price is the most important factor in purchasing decisions."™ For HRS wheat, purchasers reported that
price, quality, and consistency are the most important factors considered in purchasing decisions.’™*

There are global markets for durum wheat and HRS wheat and price information is rapidly
disseminated throughout these markets.'® Domestic producers are price takers in these markets. '
Purchasers of durum wheat can find prices at the Minneapolis Grain Exchange (“MGE”) or the USDA’s
Agricultural Matketing Service, although there were no cash quotes for durum wheat at the MGE during
the last few months of the period examined.” Information bearing on domestic prices is more prevalent
for HRS wheat. The MGE is the primary source of information regarding prices of HRS wheat.'** For
HRS wheat, the MGE has a cash market, future markets, and an options market. ¥

Downstream purchasers of durum wheat reported making 36 percent of their purchases on the
spot market, and 64 percent by forward contract.”® Downstream purchasers reported making 30 percent
of their purchases of HRS wheat in the spot market and 70 percent by forward contract.” In general,
prices for forward contracts are higher than the current cash price because, if the grain were actually
held, there would be a carry charge.'” Forward contracts were reported as “short” (under 30 days),
“medium” (between 30 and 90 days), and “long” (over 90 days)." "™ Millers stated that forward

" CR at Ii-27, PR at II-19.

8 CR at 11-28, PR at I1-19

" CR and PR at Tables II-13 and II-14.

18 CR and PR at Table I1-13.

8 CR and PR at Table II-14.

182 CR at I-6, PR at I-4 to I-5.

1% CR and PR at Table II-7.

18 CR and PR at Table I1-8.

¥ CR at V-7 & n.6, PR at V-5 & n.6.

18 CWB’s Prehearing Brief at 9-10.

187 CR at V-7, PR at V-5; Preliminary Determinations at V-1,

" CR at V-7, PR at V-5.

13 CR at V-7, PR at V-5.

%0 CR at V-8, PR at V-6.

PICR at V-8, PR at V-6.

B2 CR at V-7 to V-8, PR at V-5.

" CRat V-9, PR aL V-6.

%4 For purchases of domestic HRS wheat by forward contract, short term contracts were the most common (42
percent}, followed by medium term (36 percent), followed by long term (22 percent). CR and PR at Table V-3. For
purchases of domestic durum wheat, downstream purchasers reported that 35 percent of forward contracts were short
term, 46 percent were medium term, and 19 percent were long term. CR and PR at Table V-3. By comparison,
forward contracts for HRS wheat and durum wheat imported from Canada tended less toward short term contracts
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contracting plays an important role in risk management, but it does not affect prices.'”® They stated also
that risk-reduction features of U.S. government programs, particularly the loan guarantee program,
reduce incentives for U.S. producers to participate in forward contracting.'*®

HRS wheat is also traded in wheat futures, as well as spot and forward contracting. Participants
in the market from producers to millers may buy and sell wheat futures to hedge against expected price
movements,'” 1%

There was limited futures trading for durum wheat during the period examined, as the MGE
discontinued trading in that contract in February of 2003 after some months of inactivity.'” Petitioners
state that the CWB presence contributed to the discontinuation of the durum futures market.” Millers
attributed the discontinuation to a lack of participation by domestic farmers.”” The MGE indicated that
durum wheat is a small volume commodity with very specific uses, and that it discontinued the contract
owing to a lack of trading and interest.”* 2*

The record indicates positive correlations in movements of prices for different classes of wheat,
and between wheat and certain other agricultural products grown in the same regions.”® In particular,
there were positive correlations between the prices of HRS wheat and durum wheat, and between the
ptices of HRW wheat and durum wheat.”® The highest observed correlations were between prices of
HRS wheat and HRW wheat.”®® The Commission received testimony that higher correlations between
HRS wheat and HRW wheat were due to substitutability between them.* As discussed above in regard
to the domestic like product, we find that there is some substitution between HRS wheat and HRW wheat
when they are of the same protein content, but that substitution, while substantial, has limits.

Transportation costs are an important factor in the price of wheat. Transportation costs are-
incurred in each step of the delivery chain, from producer to elevator, and from the elevator to the
downstream grain-trading or milling firm. Most of the information collected on transportation costs was
provided by downstream purchasers such as grain trading firms or milling concerns. Generally, they

and more toward long term contracts but were predominantly medium term. CR and PR at Table V-3.

19 CR at II-25 to 1-26, PR at I1-17.

1% CR at I1-26, PR at 11-17 to TI-18.

Y7 CR at V-9, PR at V-6.

1% A commonly used method of hedging is basis trading. For example, when a downstream purchaser buys wheat
at the local cash price and simultaneously sells a futures contract, the difference between the two contracts is the
basis. CR at V-9, PR at V-6. Basis trading allows market participants to shift risk away from commodity price
movements to basis movements. CR at V-9, PR at V-6.

"% CR at V-7, PR at V-5.

Y CR at V-7, PR at V-5.

P CR at V-7, PR at V-5.

22 CR at V-7, PR at V-5, Hearing Tr. at 287-89 (Horsager) (futures contract also discontinued for white wheat,
which is two to three times larger in trading volume than durom wheat).

23 The record contains information from the MGE both in the form of public statements not made in connection
with our investigations, and in testimony by a representative of the MGE at the Commission’s hearing. In the event
that the two sources of information differ, we give more weight to the public statements not made in connection with
our investigations.

24 CR at V-10 to V-11 and Figure V-2; PR at V-7 to V-8 and Figure V-2; CWB’s Prehearing Brief at 50, 86
n.155, Exh. 22; Hearing Tr. at 147 (Fisher).

®'CR at V-11, PR at V-8.

M CRat V-11, PR at V-8.

7 CR at V-11, PR at V-8, Hearing Tr. at 380-81 (Marten), 382-83 (Sumner).
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reported transportation costs from Minneapolis to the point of delivery.*® Many purchasers buy on a
delivered basis and thus do not know the transportation costs associated with their purchases.”

Downstream purchasers who arranged for transportation reported that their transportation costs,
as a percentage of total delivered price, averaged 7.9 percent for domestic HRS wheat and 4.9 percent for
domestic durum wheat.”'® With respect to their purchases of subject imports, the purchasers reported
transportation costs, as a percentage of total delivered price, averaged 6.3 percent for subject HRS wheat
and 5.6 percent for subject durum wheat.”"' As noted, these figures generally represented downstream
purchasers’ transportation costs from Minneapolis to the point of delivery.?'?

There is record evidence that other factors affect prices. Protein content, for example, affects
prices for HRS wheat. Cash prices for HRS wheat at the MGE at the 15 percent protein level averaged
26.9 percent more than cash prices for HRS wheat at the 13 percent level during the last three marketing
years.””® The term “protein overdelivery” refers to the practice of supplying wheat with a protein content
that is higher than that specified in the contract. Protein overdelivery is common in sales of both subject
and domestic HRS wheat.*"* Protein overdelivery, and upward adjustments in price, were more common
in sales of domestic HRS wheat and durum wheat than in sales of the subject imports.*

c. Quality and Availability

Quality and availability are important purchasing factors in addition to price.’® As discussed
above, protein content is an important determinant of quality for HRS wheat. Compared to HRS wheat,
the guality of durum wheat is less a function of protein content, because once a minimum level is
achieved, excess protein content has little or no value.?’” The most desirable characteristics for durum
wheat are a high vitreous kernel content, a golden color, consistent sizing, and a lack of damage and

08 Many purchasers in their questionnaire responses indicated that their contracted prices are tied to the
Minneapolis market. The total delivered price then often included transportation charges between Minneapolis and
flour mills. Some purchasers reported buying on a delivered basis and did not report transportation costs; a few
purchasers reported some point other than Minneapolis as their base price point. *** confirmed that they had

reported transportation costs between Minneapolis and their plants. *** reported in its questionnaire response that it
gk

¥ CR and PR at V-2,

210 CR and PR at V-2.

1 CR and PR at V-2.

2 Two importers of the subject merchandise, *** and ***, reported *** estimates of transportation costs. ***
estimates that transportation costs account for approximately *** percent of the total delivered cost of HRS wheat
and durum wheat, while *** estimated that transportation costs accounted for *** percent of the cost of durum
wheat. It appears from the record that the *** transportation cost estimates provided by these importers ***. As
noted, *** reported that it ***. Additionally, as noted above, transportation costs reported by U.S. purchasers for
subject HRS wheat and durum wheat were *** costs reported by *** and ***, and in the case of HRS wheat were
lower than transportation costs for domestic HRS wheat. CR and PR at V-1 to V-2, See CR at V-1 and PR at V-2
(*** indicating that its transportation cost **¥),

"> CR at V-5, PR at V4.

214 CR and PR at Table V-2. See Wheat Trading Practices at 5-15 to 5-17.

5 CR and PR at Table V-2.

8 CR and FR at Tables I1-7 and II-8.

H7 Conf. Tr. at 153 (Potter), 197 (Fisher).
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contamination.”'® Record evidence also indicates that domestic and subject imported durum wheat have
complementary characteristics, and that the best pasta is made from a blend of the two.?"®

Respondents argue that there are “persistent deficits” in food-grade durum wheat and HRS wheat
in the United States.**® Pasta makers reported that their customers’ quality expectations are very high,
and they require high quality durum as an input.”' They also reported that there is an insufficient supply
of high quality domestic durum to meet their needs.” Petitioners disagreed, stating that the volume of
high quality domestic durum was more than sufficient to meet U.S. millers’ needs, and pointing to the
excess of domestic production of both durum wheat and HRS wheat over total use during the past 15
years.”” We observe that a substantial portion of U.S.-grown wheat is consistently exported, even when
U.S. import volumes fluctuated.??* 22

C. No Material Injury By Reason of Subject Durum Wheat Imports

1. Yolume of Subject Imports of Durum Wheat

Section 771(C)(i) of the Act provides that the “Commission shall consider whether the volume of
imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.”**

The Commission generally considers the question of volume by examining both the absolute
volumes of subject imports and market shares calculated as a percentage of apparent U.S. consumption.
As noted previously, the parties advocated differing calculation methodologies for apparent U.S.
consumption. As in our consideration of the conditions of competition unique to the durum wheat and
HRS wheat markets, we use both proposed calculation methodologies to inform our analysis.”>’ We also
examine the volume of subject imports relative to production in the United States.?®

8 Hearing Tr. at 248 (Potter); U.S. Wheat Associates, 2002 Crop Quality Report at 22; Conf. Tr. at 29, 43
(Fisher), 150 (Potter).

19 NAMA’s Prehearing Brief at 10; Hearing Tr. at 248, 347 (Potter).

20 E.g., CWB’s Posthearing Brief at 4 & n.2.

#Z1 NAMA’s Prehearing Brief at 1-2, 10; Conf. Tr. at 161-63 (Miller) & (Zearfoss).

22 NAMA Prehearing Brief at 2; CWB Posthearing Brief at 13; Hearing Tr. at 48-49, 223-24 (Cunningham), 246-
47 (Potter), 348 (Bair), 349-50 { Anderson, Marten). :

*% Hearing Tr. at 71-74 (Fisher); petitioners’ Prehearing Brief at 51. Petitioners also argue that the actions of
“other players” in the U.S. market influence decisions regarding exports of U.S.-grown wheat. Petitioners’
Posthearing Brief, App. I at 6.

% CR and PR at Table ITI-7 (U.S. exports} and Tables IV-1 and IV-2 (U.S. imports).

25 We note, however, that the quality of HRS wheat exports was comparable or lower than the quality of U.S.
shipments. U.S. Wheat Assoctates; 2000, 2001, and 2002 Crop Quality Reports, each at pages 14, 16, and 23.

26 19 U.S.C. § L67HNOIE).

27 A calculation of apparent U.S. consumption including exports of domestic product by downstream purchasers
is useful because we ultimately examine the significance of volume in relation to the question of material injury to
the domestic industry (which here consists only of farmers) by reason of subject imports. From the perspective of
domestic producers, exports by downstream purchasers are an important source of demand. In addition, however,
apparent U.3. consumption excluding exports of domestic product by downsiream purchasers is also useful, because
those exports occur at the same level of trade at which subject imports appear in the market. As we examine
competition between the domestic product and subject imports, the volume of domestic product that is exposted
informs our analysis.

8 We generally used USDA data, rather than official Customs data to measure imports because USDA data
exclude transhipments from Canada. Official customs data were used, however, to observe monthly import trends
since the USDA data were not available on a monthly basis.
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In absolute terms, the volume of subject durum wheat rose from 12 million bushels in marketing
year 2000/01 to 18 million bushels in 2001/02, and then fell back to 13 million bushels in 2002/03.7%
When apparent U.S. consumption is calculated based on U.S. shipments of domestic product, the market
share held by the subject durum wheat rose from 18.0 percent in marketing year 2000/01 to 29.3 percent
in marketing year 2001/02, and then fell to 20.8 percent in 2002/03.7° ' When apparent U.S.
consumption is calculated based on total shipments of domestic product, the market share held by the
subject durum wheat rose from 9.9 percent in marketing vear 2000/01 to 16.1 percent in 2001/02, and
then fell to 12.8 percent in 2002/03.7* Relative to production in the United States, the volume of subject
durum wheat imports was equivalent to 11.1 percent of domestic production in marketing year 2000/01,
21.4 percent in 2001/02, and 15.8 percent in 2002/03.>* By all measures the volume of subject imports
rose from marketing year 2000/01 to 2001/02, and then fell in marketing year 2002/03 to levels slightly
higher than in 2000/0] .2 23% 236

In sum, the volume of subject durum wheat imports increased from marketing year 2000/01 to
2001/02, and then declined in marketing year 2002/03 to a level slightly higher than during 2000/01. We
find the volume of subject durum wheat imports to be significant when viewed in isolation. We note that
the greatest quantities of durum wheat imports from Canada, as well as from other sources, entered the
United States after the termination of USDA’s CRC program for durum wheat, which reduced the
harvested acreage for durum wheat in the United States. Moreover, as discussed below, we also find that

9 CR and PR at Table C-1,

#9 CR and PR at Table C-1.

31 As noted previously, in considering apparent U.S. consumption and market shares, Commissioner Koplan
includes exports of domestic production by downstream purchasers. Supran.117.

*2 CR and PR at Table C-1A.

3 CR and PR at Table C-1,

¥ Unlike for HRS wheat, drought conditions had a more limited impact on durum wheat yields and harvested
acreage in the United States in marketing year 2002/03. Drought resulted in lower yields in durum production in
Canada in marketing years 2001/02 and 2002/03 than in 2000/01. CR and PR at Table VII-1.

55 Chairman Okun and Commissioner Koplan observe that the decline in U.S. imports of durum wheat from
Canada in marketing year 2002/03 is consistent with the lower production volumes in Canada beginning in
marketing year 2001/02 and continuing into marketing year 2002/03. CR and PR at Table VII-!. The decline in
1.5, imports of durum wheat from Canada in marketing year 2002/03 also is consistent with the fower level of
exports from Canada in marketing year 2002/03, reflecting diminished exports to both the United States and to all
other markets. CR and PR at Table VII-1. Moreover, monthly export data compiled by the Canadian Grain
Commission indicate that exports of durum wheat from Canada to the United States and to other markets declined
irregularly over the course of marketing year 2002/03. Staff Work Papers, October 2, 2003, Table . Chairman
Okun’s and Commissioner Koplan’s analysis of these data lead them to conctude that changes in the volume of the
subject imports are not clearly related to the pendency of the investigations, and they do not reduce the weight
accorded to data for marketing year 2002/03. Indeed, discounting the final year of the three year period for which
data were collected does not, in their view, provide them with a sufficient basis for analyzing fully the volume, price
effects, impact, and likely threat posed by the subject imports.

¢ Vice Chairman Hillman and Commissioner Miller attribute the decline in subject durum wheat volumes in
marketing year 2002/03 in part to the pendency of these investigations and accord less weight to this period.
Importers reported cancelling or postponing purchases due to the pendency of these investigations. Petitioners’
Prehearing Brief at 90-91 and the questionnaire responses cited there. The decline in Canadian exports of durem
wheat in marketing year 2002/03 was more pronounced with respect to exports to the United States than to third
country markets. CR and PR at Table VII-1, Staff Work Papers at Table 1.
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the volume of subject durum wheat imports did not have significant price effects on domestic durum
wheat or a material adverse impact on the domestic durum wheat industry. ™’ =

2. Price Effects of the Subject Durum Wheat Imports

Section 771(7XC)(i1) of the Act provides that, in evaluating the price effects of the subject
imports, the Commission shall consider whether —

(I) there has been significant price underselling by the imported
merchandise as compared with the price of domestic like products of the
United States, and

(II) the effect of imports of such merchandise otherwise depresses prices
to a significant degree or prevents price increases, which otherwise
would have occurred, to a significant degree. ™

57 The CWB argued that the volume of subject durum wheat from Canada is not significant because, according to
the CWB, domestic producers are always able to sell all their production and thus they are not affected by the
volume of subject imports. E.g., Hearing Tr. at 50 (Cunningham). We do not agree, because in a given investigation
subject volumes can have significant price effects even if they do not depress the volume of sales by the domestic
industry. We discuss below the basis for our finding that the volume of subject imports, although significant in
isolation, is not having significant price effects on farm prices of domestic durum wheat.

The CWB also presented figures that it asserted were evidence that the volume of subject imports is not
significant because domestic durum wheat production is insufficient to meet demand for high-quality durum wheat
from 10.S. millers. The CWB’s figures deducted from supply domestic durum wheat that is exported. As described

above in regard to the conditions of competition, the record indicates that the quality of domestically-produced
* durum wheat that is exported is lower than that which remains in the United States. The record also indicates,
however, that Grade No. 1 durum from the Pacific Southwest is exported. We are unable to determine with
confidence the degree to which domestic production of durum wheat was unable to supply demand for high-quality
durum by millers. For the reasons given above, we determine that the volume of subject durum wheat imports is
significant when viewed in isolation.

% The petitioners assert that the subject wheats are incontrovertibly commodity products and that the Canadian
and U.S. products are interchangeable and substitutable one for another. Petitioners’ Prehearing Brief at 2.
Subsequently, at the Commission’s hearing they argued that regardless of changes in market share by the subject
imports in any particular year, the mere presence of dumped or subsidized imports must come at the expense of
competing interchangeable UJ.S. products. Hearing Tr. at 91 (Wechsler). The Commission rejects the assertion here,
that with respect to this commodity product the mere presence of subject imports is sufficient to demonstrate material
injury by reason of subject imports.

The statute directs the Commission, inter alia, to consider volume of imports of merchandise, the effect of
such imports on prices of like products in the U.S. and the impact of such imports on domestic producers. 19 11.S.C.
167T7(TH(B)({). As the CIT noted in Iwatsu Electric Co. v. United States (758 F. Supp. 1506, 1512-13 (Ct. Int’]
Trade 1991), “The court cannot envision a case in which causation could be proved by volume alone. If thatis a
theoretical possibility, it is not a theory which was invoked by the ITC. The ITC relied on both volume and price
data and its conclusions as to each will be reviewed.” See also USX v. United States, 11 CIT 82,85, 655 F. Supp.
487,450(1987) wherein the CIT held that “Congress, this court and the ITC itself have repeatedly recognized that it
is the significance of the quantity of imports, and not simply the absolute volume alone, that must guide the ITC’s
analysis under section 1677(7)" (emphasis in original).

%19 U.S.C. § 167HTHO)i).
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As noted in our discussion of the relevant conditions of competition, the record in these
investigations indicates that durum wheat is a commodity-like product, sold by grade. Most sales are by
contracts of varying duration, but approximately one-third of sales are on the spot market.**

Purchasers of durum wheat ranked quality and price as the most important factors used in
purchasing decisions.*’ Interchangeability between U.S.-grown and subject durum wheat is high, but
purchasers generally ranked the domestic product inferior to durum wheat from Canada in product
consistency and dockage.” Demand for durum wheat is not price sensitive, meaning that changes in
price do not substantially change quantity demanded,** and is consistent with the general lack of
substitute products for durum wheat in its primary application, pasta.”**

The Commission collected pricing data for durum wheat on a number of different bases.
Conventional price comparisons were measured based on the weighted average delivered prices of
purchases of U.S.-grown and Canadian number 1 and number 2 durum wheat.**® Both petitioners and the
CWB agreed that conventional price comparisons are influenced by various factors including, chiefly,
transportation costs. Therefore, Commission staff also developed price comparisons that were plant-
specific, to control for variations in transportation costs that were owing to differences in delivery
locations.?* Finally, the Commission utilized a statistical approach to incorporate the effects of
important attributes such as dockage, protein content, vitreous kemel content, and test weight on
prices. 7 248 249

0 CR at V-8, PR at V-6; CR and PR at Table V-3.

2! CR and PR at Table II-7.

%2 CR at I1-27, PR at I1-19 (purchasers report that wheat grown in Canada and the United States are used in the
same applications); CR and PR at Table II-13 (5 purchasers find domestic durum wheat inferior in consistency and 4
find it inferior in dockage compared to Canadian durum wheat). In addition, 4 purchasers rated U.S.-grown durum
wheat as inferior in terms of the availability of forward contracts. CR and PR at Table II-13.

24 CR at 11-30, PR at I1-21.

*CRatIl-14, PR at I1-9.

2 With respect to underselling, prices received by domestic producers and prices for the subject durum wheat are
not directly comparable because the transactions do not take place at the same level of trade. Domestic producers
generally sell to local grain elevators, which in turn sell to large grain-trading and milling firms. Subject imports
generally are not sold to local grain elevators but instead directly to large grain-trading and milling firms.

¢ CR at V-15, PR at V-10.

247 CR and PR at E-3.

#¥ Because the refinements in the plant-specific and statistical analyses allow them to take into account multiple
factors that directly impact price comparisons, Chairman Okun and Commissioner Koplan have placed relatively
greater weight on these forms of analysis than on conventional price comparisons.

% Tt was argued that other factors besides transportation costs skew price comparisons, including protein content,
and date of delivery. E.g., CWB’s Prehearing Brief at 61-63. See CR at V-12 to V-13, PR at V-0 (describing
Commission’s data collection, based in part on party comments on draft questionnaires). To incorporate the effects
on prices of dockage, protein content, vitreous kernel content, test weight, and mili location, the Commission
statistically analyzed prices for durum wheat. Based on 191 usable observations, the estimated mean of Canadian
number I durum wheat, controlling for the effects of these factors, was $194.61 per metric ton, higher than the
estimated mean of $179.53 for U.S.-grown number 1 durum wheat. Based on 200 usable observations, the estimated
mean of Canadian number 2 durum wheat was $180.87 per metric ton, higher than the estimated mean of $167.27 for
U.S.-grown number 2 duram wheat. Thus, on balance the estimated mean price of U.S. durum wheat was
statistically less than the estimated mean price of comparably graded durum wheat from Canada. CR at E-5 through
E-7, PR at E-4 to E-5.

Vice Chairman Hitlman and Commissioner Miller note, however, controlling for these additional variables
results in the discarding of many possible price comparisons. See Hearing Tr. at 340-41 (Potter). Although plant-
specific comparisons are imperfect, Vice Chairman Hillman and Commissioner Miller determine in their discretion
that the plant-specific data are the best on the record for purposes of evaluating underselling.
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Monthly price comparisons of No. 1 grade subject imported and domestically-produced durum
wheat,”™ on a plant-specific basis, show underselling by the subject imports in 8 of 32 monthly
comparisons, with 22 instances of overseélling and two comparisons at the same price.”! Margins of
overselling were much higher on average than margins of underselling, ranging from 0.7 percent to 39.8
percent.”?> Monthly price comparisons of Grade No. 2 subject imported and domestically-produced
durum wheat indicated underselling by the subject imports in only 2 of 18 observations, with overselling
in the 16 other comparisons.” Margins in the few comparisons exhibiting underselling were very low,
at 0.2 percent and 0.8 percent, while margins of overselling were much higher on average, ranging from
0.4 percent to 11.6 percent.”® Subsequent to August 2002, there were no reported purchase prices for
Canadian number 1 and number 2 durum wheat.

Using conventional price comparisons, evidence of underselling is highly limited. Prices for
Canadian number 1 and number 2 durum wheat were lower than prices for U.S.-grown number 1 and
number 2 durum wheat in 0 of 25 and 5 of 18 months, respectively, between June 2000 and August 2002.
Subsequent to August 2002, there were no reported purchase prices for Canadian number 1 and number 2
durum wheat. In total, out of 72 potential monthly observations, price comparisons were possible in 43
instances (60 percent of observations); durum wheat from Canada was priced below U.S.-grown wheat in
only 5 of those 43 comparisons (12 percent of comparisons).” '

Based on the record in these investigations, there has been no underselling by conventional
“measurements since July 2002, and no underselling on a plant-specific basis since November 2001.2%¢
Moreover, evidence of underselling was highly limited even during the earlier portions of the period
examined. Finally, statistical analysis indicates that mean prices for durum wheat from Canada were
higher than mean prices for comparable U.S.-grown durum wheat. In sum, overselling predominated in
price comparisons, and margins of overselling were much greater than in the comparisons showing
underselling. Therefore, having considered fully the concerns of the parties with respect to price
comparability for durum wheat grown in the United States and in Canada, we conclude that there has not
been significant price underselling by the imported merchandise as compared with the price of domestic
like product of the United States. '

We do not find evidence of significant price depressing or price suppressing effects by subject
durum wheat imports, whether prices are considered on a yearly basis or on a monthly basis. On a yearly
basis, average prices received by farmers rose from $2.66 per bushel in marketing year 2000/01 to $3.00
per bushel in 2001/02, and rose further to $4.04 in 2002/03.%*" Hence, the average farm price increased
from marketing year 2000/01 to 2001/02, even though the volume of subject durum imports increased.?®

% As mentioned previously, the subject imported product includes all varieties of durum wheat, but the leading
product actually traded is “Canadian Western Amber Durum.” This wheat comes within the scope of the subject
merchandise as defined by Commerce. 68 Fed. Reg, 52741, 52742 (Sept. 5, 2003); 68 Fed. Reg. 52747, 52748
(Sept. 5, 2003). For simplicity, we refer to subject durum wheat.

' CR at V-21 to V-22 and Tables V-8 and V-9, PR at V-11 and Tables V-8 and V-9. :

B2 CR at V-21 to V-22 and Tables V-8 and V-9, PR at V-11 and Tables V-8 and V-9. Margins of underselling
ranged from 0.2 percent to 8.4 percent. Id.

3 CR and PR at Tables V-10 and V-11.

#4CR and PR at Tables V-10 and V-11.

3 CR and PR at Tables V-4 and V-35.

%6 CR at V-21; PR at V-11; CR and PR at Tables V-4, V-5, V-8, V-9, V-10, and V-11; *** purchaser
questionnaire.

7 First Staff Work Papers at Table B.

%28 As noted previously the volume of subject durum wheat imports increased from marketing year 2000/01 to
2001/02 in absolute terms (from 12 million bushels to 18 million bushels), relative to consumption in the United
States (depending on the measure, from 18.0 percent of market share to 29.3 percent, or from 9.9 percent of market
share to 16.1 percent}, and relative to production of durum wheat in the United States (from 11.1 percent to 21.4
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Average farm prices increased further from marketing year 2001702 to 2002/03, while the volume of
subject imports decreased by all measures. In short, the yearly increases in the average farm prices of
domestic durum wheat do not correlate to changes in the volume of subject durum wheat imports and do
not show a pattern of price depression.”

Nor do fluctuations in monthly prices of durum wheat display significant price depressing or
price suppressing effects on domestic durum wheat prices. Rather, pricing data indicate that prices for
the domestic products increased over the period examined. U.S. prices for grades 1 and 2 durum wheat
fluctuated in marketing years 2000/01 and 2001/02, reaching period lows in August 2000 and highs for
the first two marketing years in December 2000.* By September 2002, however, U.S. prices for durum
wheat began to rise sharply, and remained at high levels throughout the remainder of the period
examined, despite softening somewhat in the last half of the marketing year.? Indeed, monthly prices
were higher in 20 of 24 possible product/month combinations in marketing year 2002/03 than in all
possible comparisons in the same months in both marketing years 2000/01 and 2001/02.** We conclude
that subject imports of durum wheat from Canada have not depressed prices for the domestic like product
to a significant degree, based on this record of fluctuating prices in marketing years 2000/01 and
2001/02,™ followed by price increases and generally high price levels in marketing year 2002/03.

In light of the overall rise in prices, we have considered whether subject imports have prevented
further price increases, which otherwise would have occurred, to a significant degree. The record in
these investigations, however, does not indicate a pattern of rising costs that might suggest the existence
of a “cost-price squeeze.” To the contrary, total direct and overhead expenses declined for owned, cash-
rented, and share-rented farms in North Dakota between 2000 and 2002.2%

Finally, given the nature of price competition in these markets, we do not view the absence of
lost sales or lost revenues allegations in the petition as meaningful to our analysis of the significance of
any price effects attributable to the subject imports of durum wheat from Canada.®

percent).

9 This finding is consistent with other domestic product data on the record. On an annual basis, the average unit
values of U.S. durum wheat reported by purchasers rose from $154.86 per metric ton in marketing year 2000/01 to
~ $164.80 in marketing vear 2001/02 and to $185.19 in marketing year 2002/03. CR and PR at Table II-3.

¥ CR and PR at Tables V-4 and V-5.

%! CR and PR at Tables V-4 and V-5. Generally similar trends are observable based on plant-specific price data
(lowest U.S. prices early in marketing year 2000/01, inttial price peaks in mid-marketing year 2000/0] for pumber 2
durum wheat and *** purchases of number 1 durum wheat but early in marketing year 2001/02 for *** purchases of
number 1 durum wheat, a substantial increase in prices in early-to-mid marketing year 2002/03, with continued high
prices despite some softening later in the marketing year). CR and PR at Tables V-8 through V-11.

%2 These comparisons are based on the Commission’s most complete price series for weighted average delivered
prices. CR and PR at Tables V-4 and V-5. Other price comparisons yield consistent results, however. Based on
plant-specific comparisons, U.S. durum wheat prices were higher in 46 of 33 poessible product-specific comparisons
in marketing year 2002/03 than in all possible comparisons the same months in both marketing year 2000/01 and
2001/02. CR and PR at Tables V-8 through V-11; purchaser questionnaires of ***,

% Vice Chairman Hillman and Commissioner Miller also considered price movements for durum wheat during
the time before and after the filing of the petition and do not join in the remainder of this sentence as they accord less
weight to the post-petition period. During marketing year 2001/02, farm prices for domestic durum wheat fluctuated,
from a low of $2.40 per bushel to a high of $3.49 per bushel. First Staff Work Papers at Table C. Monthly prices
for durum wheat rose in the month that the petition was filed, and in the two months after it was filed. The price
increases are explained in part by the pendency of the investigations.

4 Total and direct overhead expenses per acre declined from $95.40 in 2000 to $88.67 in 2002 for owned farms;
from $106.07 to $103.95 for cash rented farms; and from $74.61 to $70.85 for share rented farms. CR and PR at
Table VI-3.

2 See Petition at 59-60.
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In conclusion, the record in these investigations indicates that underselling by durum wheat from
Canada is not significant. Likewise, the record in these investigations indicates overall rising U.S. prices
and declining costs, leading us to conclude that subject imports have not depressed prices to a significant
degree or prevented price increases, which otherwise would have occurred, to a significant degree.
Therefore, on balance, we find that the subject imports have not had significant price effects,*®

3 Impact of the Subject Durum Wheat Imports

In examining the impact of the sabject imports on the domestic industry, we consider all relevant
economic factors that bear on the state of the industry in the United States.”’ These factors include
output, sales, inventories, capacity utilization, market share, employment, wages, productivity, profits,
cash flow, return on investment, ability to raise capital, and research and development. No single factor
is dispositive and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”®® 2%

We have considered each of the factors listed above, and reached conclusions where the data are
available to us. As noted previously, the Commission did not mail questionnaires to producers of durum
wheat because producers numnber in the thousands and because there was insufficient information about
the industry to develop a reliable representative sampling methodology. The Commission obtained
public information relating to the various statutory impact factors from government, academic, and
industry sources, including state agricultural extension services. The Comnission received extensive
information from the parties. The Commission asked the parties to identify any additional sources that
the Commission should consider.

Our evaluation of the condition of the domestic industry is based on available public data on the
record. Domestic production of durum wheat fell from 110 million bushels in 2000/01 to 84 million
bushels in 2001/02 and then declined further to 79 million bushels in 2002/03.> Acres planted with
durum wheat fell from 3.9 million in marketing year 2000/01 to 2.9 million each in 2001/02 and
2002/03.7" Acres harvested fell similarly, from 3.6 million in marketing year 2000/01 to 2.8 million in
2001/02, and then declined slightly to 2.7 million in 2002/03.>"* Average yields declined over the period
examined from 30.7 bushels per acre in 2000/01 to 30.0 bushels per acre in 2001/02 and to 29.4 bushels

% Commission Staff did not present a formal economic model in these investigations, but rather summarized
certain possible outcomes resulting from the imposition of duties on subject imports. Staff found that a reduction in
imports would result in a greater price effect than quantity effect; in essence, characterizing demand for U.S. wheat
as highly inelastic. CR at1I-3t, PR at II-21] to II-22. We have considered the possible outcomes reviewed by Staff,
and based on the record as a whole and for the reasons discussed in this section of cur Views, we do not conclude
that any negative price effects attributable to subject imports and subject to remedy under the statute rises to a
significant tevel.

#7 19 U.S.C. § 1677(7XC)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” Id. at 885).

28 19 11.8.C. § 167(TO)(ii1); see also SAA at 851 and 885 and Live Cattle from Canada and Mexico, Invs.
Nos. 701-TA-386 and 731-TA-812 to 813 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25, n.148.

* The statute instructs the Commission to consider the “magnitude of the dumping margin™ in an antidumping
proceeding as part of its consideration of the impact of timports. 19 U.S.C. § 1677(7¥C)(iii}(V). In its notice of
final determinations of sales at less than fair value, Commerce determined weighted average antidumping margins on
subject durum wheat from Canada of 8.26 percent ad valorem. 68 Fed. Reg. 52741, 52743 (Sept. 5, 2003).

¥® CR and PR at Table C-1.

T1CR and PR at Table C-1.

T2 CR and PR at Table C-1.
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per acre in 2002/03.” Thus, the bulk of the decline in domestic production is due to lower planted and
harvested acres. Inventories declined throughout the period examined, decreasing from 29 million
bushels in marketing year 2000/01 to 21 million bushels in marketing year 2001/02, and then to the
lowest level during the period examined, 15 million bushels, in marketing year 2002/03.7"

Similarly, sales of durum wheat declined throughout the period examined, matching the overall
decline in output by the domestic industry. The domestic industry’s total shipments decreased from 111
million bushels in marketing year 2000/01 to 93 million bushels in marketing year 2001/02 and to 85
million bushels in marketing year 2002/03.7”> U.S. shipments of durum wheat produced in the United
States decreased from 55 million bushels in marketing year 2000/01 to 43 million bushels in marketing
year 2001/02, but then increased to 47 million bushels in marketing year 2002/03.”® The domestic
industry’s market share, based on U.S. shipments of domestic durum, was 81.4 percent in marketing year
2000/01 and 69.3 percent in marketing vear 2001/02, but then recovered to 78.3 percent in marketing
year 2002/03.%"" The domestic industry’s market share, based on total shipments of domestic durum, was
89.8 percent in marketing year 2000/01 and 83.1 percent in marketing year 2001/02, but then recovered
to 86.6 percent in marketing year 2002/03.7®

Employment data are limited to hired labor and are largely extrapolated from existing data
compiled by the State of North Dakota. Wages paid to hired labor fell between 2000 and 2002 from $7.5
million to $5.3 million.”® This decline reflected the reductions in harvested acreage, partially offset by
rising labor costs per acre harvested.™ Productivity can be measured only indirectly through a
comparison of wages and production. Nonetheless, the observed decline in productivity between
marketing year 2000/01 and marketing year 2002/03 (as reflected by the increase in labor cost per
bushel) is consistent with the reduction in durum yields.”™

In examining the financial performance of the domestic durum wheat industry, we examine data
provided for durum wheat farms in North Dakota, which accounted for 61 percent of the harvest of
durum wheat in 2002.** Because the data are reported on a per-harvested-acre basis, we take into
account that fluctuations in per acre total product return is a function both of prices received and yields
per acre.” The data are segregated according to the three predominant land tenure arrangements found

73 CR and PR at Table C-1.

¥4 CR and PR at Table III-8. _

3 CR and PR at Table III-7. We focus on the quantity of total shipments as the nearest equivalent to sales
volume. Financial data on net sales are unavailable from USDA, as are data quantifying the value of total shipments,
Similarly, capacity utilization is not adequately captured in the data available from USDA. See CR and PR at III-8
and n.10.

76 CR and PR at Table III-7. The concept of “U.S. shipments,” as opposed to export shipments, is of mixed
usefulness in these investigations, as the U.S. growers that constitute the domestic industry seli much of their
production to grain elevators. E.g., Hearing Tr. at 101 (Klein), Petition at 59-60.

7 CR and PR at Table IV-9.

“® CR and PR at Table C-1A.

™ CR and PR at Table I1I-10. Economic returns are shown on a calendar year basis, We note that, for example,
economic returns in 2000 generally reflect industry conditions {such as price} in marketing year 2000/01, because the
econemic returns reflect the expenses and revenues associated with the crop harvested in the late summer or early
fall.

#% CR and PR at Table III-10.

%! Between marketing year 2000/01 and marketing year 2002/03, labor costs rose from $0.10 to $0.11 per bushel
in North Dakota. CR and PR at Table III-10.

*CR at VI-5, PR at VI-3.

3 As noted above, average yields declining from 30.7 bushels per acre in marketing year 2000/2001, to 30.0
bushels per acre in 2001/02 and to 29.4 bushels per acre in 2002/03,
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in the durum wheat industry: owned land, cash rented land, and share rented land.”® In North Dakota,
for all farms growing wheat, cash rented land is the most common form, accounting for just over half of
acres harvested.®® Owned land accounted for approximately 30 percent of all wheat acres harvested in
North Dakota, while share rented land accounted for approximately 15 percent of all wheat acres
harvested in that state.?®

In general, the experience of domestic producers of durum wheat was consistent across the forms
of land tenure. The domestic durum wheat industry experienced per-harvested-acre net returns on owned
land and net losses on cash rented and share rented land in 2000.%” In 2001, domestic producers
experienced poorer financial performance when measured by net returns. Net returns on owned land
declined from 2000 to 2001, and net losses increased on cash rented and share rented land.”®® In 2002,
per-harvested acre net returns improved on owned land to a level much higher than in 2000 or 2001.2%
Net losses were smaller in 2002 than in 2001, and about the same as in 2000, for cash rented and share
rented land.”®

We also examine total product return because it reflects market prices, although it also includes
loan deficiency payments.”® In this industry, we view total product return as the closest approximation
of the impact of changes in the price of durum wheat on the domestic industry’s performance (as noted,
vields also influence total product return, but declined only very slightly over the period examined).
Total product return increased from 2000 to 2001, and from 2001 to 2002 on cash rented and share rented
land.** On owned land, total product return increased from 2000 to 2001, and, while it declined in 2002
remained at a level that was higher than in 2000.%*

Based on the best information available to the Commission, net returns and total product returns
generally show a domestic industry that declined in financial health from 2000 to 2001, but then in 2002
reached a level the same as, or higher than, the level experienced in 2000, particularly in net returns on
owned land and total product return by all tenures. The poorer performance in 2001 is coincident with
higher volumes of subject durum wheat imports and lower volumes of U.S.-grown wheat. As discussed
above, however, subject imports of durum wheat did not significantly undersell the domestic product,
and did not have significant price depressing or price suppressing effects during the period examined.
Farm prices for durum wheat increased from marketing year 2000/01 to 2001/02 and again in 2002/03.

In addition, the lower net returns in 2002/02 were due to decreases in miscellanecus income, such as crop

8 When durum wheat is produced on share rented land, the producer pays rent to the land owner in the form of a
share of the crop harvested.

5 CR and PR at Table VI-3 n.1.

%% CR and PR at Table VI-3 n.1.

7 In North Dakota in 2000, per acre net returns without government payments were $3.21 for owned land, and
per acre net losses without government payments were $2.83 for cash rented land, and $3.12 for share rented land.
CR and PR at Table VI-3.

% In North Dakota in 2001, per acre net returns without government payments were $1.09 for owned land, and
per acre net losses without government payments were $8.09 for cash rented land, and $5.20 for share rented land.
CR and PR at Table VI-3.

%% In North Dakota in 2002, per acre net returns without government payments were $21.90 for owned land. CR
and PR at Table VI-3.

0 In North Dakota in 2002, per acre net losses without government payments were $2.66 for cash rented land,
and $3.21 for share rented land. CR and PR at Table VI-3.

#'CR and PR at Table VI-3 n.2.

2 In North Dakota, per acre total product return for cash rented land increased from $66.32 in 2000 to $82.04 in
2001 and 1o $85.97 in 2002. Per acre total product return for share rented land increased from $53.87 in 2000 to
$38.60 in 2001 and to $61.98 in 2002. CR and PR at Table VI-3.

3 In North Dakota, per acre total product return for owned land increased from $80.18 in 2000 to $90.68 in
2001, and declined to $86.94 in 2002. CR and PR at Table VI-3,
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insurance or disaster payments, and increases in total direct and overhead expenses, factors unrejated to
subject imports. When these factors improved in 2002,” so did the industry’s net returns. In addition,
total product return, the factor most nearly related to price changes, was higher in 2001 than in the
previous years for all types of land tenure and continued to improve in 2002 for both cash rented and
share rented land while it fell somewhat for.owned land, although remaining above the 2000 level.
Accordingly, we do not attribute changes in the financial performance of the domestic industry to subject
durum wheat imports in any significant respect. We thus do not find that subject tmports of durum wheat
from Canada are having significant adverse effects on the domestic durum wheat industry.”

We also consider any additional burden on government income or price support programs
relating to this agricultural product.”® On a per acre basis, government payments, including decoupled
payments under the Agricultural Market Transition Act and market loss assistance payments, declined
over the period examined.”’ In particular, we observe that as a result of rising market prices, loan
program and disaster/countercyclical payments for all types of wheat were lower in 2001 than in 2000
and virtually disappeared in 2002 and 2003.%

CONCLUSION

For the reasons stated above, we determine that the domestic industry producing durum wheat is
not materially injured by reason of subject durum wheat imports from Canada that are subsidized and
sold in the United States at less than fair value.

D. No Threat of Material Injury By Reagson of Subject Purum Wheat Imports

Section 771(7)(F) of the Act directs the Commission to determine whether an industry in the
United States is threatened with material injury by reason of the subject imports by analyzing whether
“further dumped or subsidized imports are imminent and whether material injury by reason of imports
would occur untess an order is issued or a suspension agreement is accepted.”” The Commission may
not make such a determination “‘on the basis of mere conjecture or supposition,” and considers the threat
factors *“as a whole.”® In making our determination, we have considered all factors that are relevant to
these investigations.”® Based on an evaluation of the relevant statutory factors, we find that an industry

4 Although miscellaneous income continued to decline for cash rented and share rented land, this was more than
offset by improved expenses and total product return. CR and PR at Table VI-3.

5 Both parties submitted economic models in their pre-hearing briefs and responded to requests for additional
information. Commission staff analyzed all information on the record regarding both models. See CR at I1-32 to II-
33 and App. E, PR at I1-22 and App. E. The Commission did not rely on the economic analyses provided by either
party in reaching its determinations in these investigations.

P8 19 U.8.C. § 167T(THD).

%7 CR and PR at Table VI-3.

#% CR at II-5, PR at II-2; CR and PR at Table 11-2.

M 19 U.S.C. § 1677d(b) and 1677(7}F)(ii).

019 U.8.C. § 1677(T)(F)ii). An affirmative threat determination must be based upon “positive evidence
tending to show an intention to increase the levels of importation.” Metallverken Nederland B.V, v. United States,
744 F. Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire Corp. v. Untted States, 390 F. Supp.
1273, 1280 (Ct. Int’l Trade 1984); see also Calabrian Corp. v. United States, 794 F. Supp. 377, 387-88 (Ct. Int’]
Trade 1992), citing H.R. Rep. No. 98-1156 at 174 (1984).

¥ 19 J.S8.C. § 1677(7THF). The Commission must consider, in addition to other relevant economic factors, the
following statutory factors in its threat analysis:

(I) if a countervailable subsidy is involved, such information as may be presented to it by the administering
authority as to the nature of the subsidy particularly as to whether the countervailabie subsidy is a subsidy
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in the United States is not threatened with material injury by reason of imports of durum wheat from
Canada that are subsidized and sold in the United States at LTFV **

Our consideration of threat takes into account conditions that may affect the volume of subject
durum wheat imports from Canada in the imminent future. The subject Canadian durum wheat industry
is highly export-oriented. Sales to the home market accounted for between *** percent and *** percent
of shipments of Canadian durum wheat production over the period examined.*® The bulk of exports of
Canadian durum wheat, however, was directed to third-country markets. The volume of exports directed
to third country markets was between *** and *** times the volume shipped to the United States over the
period examined, depending on the marketing year.”™ Nevertheless, the United States remains an
important export market for durum wheat produced in Canada.

Drought adversely affected production of durum wheat in Canada in marketing years 2001/02
and 2002/03, particularly in the former marketing year.*® Production of durum wheat in Canada fell by
nearly *** from marketing year 2000/01 to 2001/02, but then increased from 2001/02 to 2002/03.3% The
lower yields associated with drought were not projected to continue into the 2003/04 marketing year.>”

described in Article 3 or 6.1 of the Subsidies Agreement and whether imports of the subject merchandise

are likely to increase,

(II) any existing unused preduction capacity or imminent, substantial increase in production capacity in the

exporting country indicating the likelihood of substantially increased imports of the subject merchandise

into the United States, taking into account the availability of other export markets to absorb any additional
exports, _

(IIT} a significant rate of increase of the volume or market penetration of imports of the subject merchandise

indicating the likelihood of substantially increased imports,

(IV) whether imports of the subject merchandise are entering at prices that are likely to have a significant

depressing or suppressing effect on domestic prices and are likely to increase demand for further imports,

(V) inventories of the subject merchandise,

(VI) the potential for product-shifting if production facilities in the foreign country, which can be used to

produce the subject merchandise, are currently being used to produce other products,

{VII) in any investigation under this subtitle which invelves imports of both a raw agricultural product

(within the meaning of paragraph (4)(E}(iv)) and any product processed from such raw agricultural product,.

the likelihood that there will be increased imports, by reason of product shifting, if there is an affirmative

determination by the Commission under section 1671d(b}(1) or 1673d(b}1) of this title with respect to
either the raw agricultural product or the processed agricultural product (but not both),

(VIII) the actual and potential negative effects on the existing development and production efforts of the

domestic industry, including efforts to develop a derivative or more advanced version of the domestic like

product, and

(IX) any other demonsirable adverse trends that indicate the probability that there is likely to be

material injury by reason of imports (or sale for importation} of the subject merchandise (whether or not it is

actually being imported at the time).

Moreover, the Commission shall consider the threat factors “as a whole” in making its determination
“whether further dumped or subsidized imports are imminent and whether material injury by reason of imports would
occur” unless an order issues. In addition, the Commission must consider whether dumping findings or antidumping
remedies in markets of foreign countries against the same class of merchandise suggest a threat of material injury to
the domestic industry.

Factor VII is inapplicable to these investigations.

*Z In its notice of final affirmative countervailing duty determinations, Commerce did not provide any
information relevant to Factor I. 68 Fed. Reg. 52747 (Sept. 5, 2003).

“03 CR and PR at Table VII-1.

* CR and PR at Table VII-1.

35 CR and PR at Table VII-1.

%@ CR and PR at Table VII-1.

%7 CR and PR at Table VII-1.
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Drought conditions did not, however, immediately lead to lower exports to the United States.
Despite the very steep decline in production of duram wheat from marketing year 2000/01 to 2001/02,
exports to the United States increased, both in absolute volume and as a percentage of Canadian
shipments as stocks decreased.’® Later, when production of durum wheat in Canada increased from
marketing year 2001/02 to 2002/03, exports to the United States fell, in quantity and as a share of
Canadian shipments. Because home market demand is small in Canada relative to production, the
Canadian durum wheat is able to meet home market demand despite drought-induced declines in
domestic production.

Taking into account this and other record evidence, we do not find that substantial increases in
imports of durum wheat from Canada are likely in the imminent future. While the United States is an
important market for the Canadian durum wheat industry, it is far less important than the combined home
market and export sales to third country markets. The expected end of drought couditions in Canada
does not indicate a likelihood of significantly higher volumes because the record indicates no change in
the volume of subject imports as a result of the drought. To the contrary, the volume of subject imports
to the United States increased despite much lower production in Canada in 2001/02. Consistent with
CWRB projections, some increase in subject import volumes is likely compared with subject import
volume observed in marketing year 2002/03. There is no evidence, however, that subject durum wheat
volumes likely would increase substantially above the levels observed in 2000/01 or 2001/02, prior to the
filing of the petition.

Even with projected increases in production and stock levels, Canadian exports of durum wheat
to the United States are not expected to achieve even 2000/01 and 2001/02 marketing year levels. Asa
share of the projected U.S. market in 2003/04 (including U.S. shipments of 49 million bushels), Canadian
exports (*** bushels) would account for only about ¥** percent, which is lower than the share in the
initial year of the period examined (18.0 percent).”® Moreover, the record indicates that inventories of
Canadian durum wheat held by U.S. importers were reported to have fallen to *¥* by the end of
marketing year 2002/03, their lowest level during the period examined.*'°

The record indicates there is at best only a limited potential for product shifting from HRS wheat
(subject now to an affirmative determination) to durum wheat production due to certain impediments.
Agronomic conditions tend to favor one wheat over the other in a given region. As noted above, the
production of durum wheat is considered to be more risky than the production of HRS wheat because the
former is more susceptible to quality losses due to changes in weather. Shifting production from HRS
wheat to durum wheat is also complicated by the risk of add-mixture. Wheat that is co-mingled is
downgraded and is sold at a lower price. Moreover, in Canada, acres planted with durum wheat and HRS
wheat each declined from marketing year 2000/01 to 2002/03, contrary to the notion of significant shifts
between the two.*"!

Considered in isolation, the Commission’s affirmative material injury determination on HRS
wheat™? from Canada might create an incentive for producers of HRS wheat in Canada to shift to the
production of durum wheat. However, export sales to the United States account for a relatively small
share of Canadian durum wheat and HRS wheat shipments, given that shipments to the home market and
third country markets are much larger. Based on these facts, and the impediments to shifting discussed
above, we do not find that the entry of antidumping duty and countervailing duty orders on HRS wheat

%% CR and PR at Table VII-1.

¥ See CR and PR at Table VII-1 and Table C-1. If calculated based on total shipments, the share of Canadian
producers’ shipments is projected to be *** percent in marketing year 2003/04. See CR and PR at Table VII-1 and
Table C-1A.

30 CR and PR at Table VII-6.

3 CR and PR at Tables VII-1 and VII-2.

32 Chairman Okun and Commissioner Koplan dissenting.
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would likely result in a substantial increase in subject import volumes of durum wheat in the imminent
future.

The capacity of the Canadian durum wheat industry, measured in acres planted, is projected to be
lower in marketing years 2003/04 than in 2000/01 or 2002/03.>** End-of-period inventories of durum
wheat held in Canada declined by *** from *** bushels in marketing year 2000/01 to *** bushels in
2002/03.*** Nor is there a significant rate of increase in the volume or market penetration of subject
imports during the period examined indicating the likelihood of substantial increases of imported durum
wheat from Canada in the imminent future. As discussed above, the volume of subject imports of durum
wheat increased from marketing year 2000/01 to 2001/02, and then fell in 2002/03. We attribute declines
in 2002/03 in part to the pendency of these investigations, but we do not believe that the absence of that
factor would result in increases to levels above those in 2000/01 and 2001/02, given the importance of
the home market and third-country markets to the Canadian durum wheat industry.*'*

The record also indicates that transportation costs play an important role in determining the
ultimate destination of wheat grown in Canada. Transportation costs strongly influence whether durum
wheat from Canada is competitive for sales to particular markets. Accordingly, we would not expect that
substantial volumes of darum wheat would be directed away from their most competitive markets (often
third-country markets or the home market) to the U.S. market.

We also find no evidence in the record that subject durum wheat is likely to enter the United
States at prices likely to have a significant depressing or suppressing effect on domestic prices for durum
wheat. As discussed above, the subject durum wheat oversold the domestic durum wheat in most price
comparisons. The subject durum wheat did not have significant price-depressing or price-suppressing
effects during the period examined. Farm prices for durum wheat rose from marketing year 2000/01 to
2001/02 despite an increase in the volume of subject durum wheat imports. They rose again from
marketing year 2001/02 to 2002/03 when the volume of subject durum wheat was lower, but an
examination of monthly changes in the volume of subject imports and monthly farm prices does not show
a correlation. In addition, the USDA projects a 30-cent per bushel increase for U.S. wheat prices
generally for 2003/04.7'¢

The record does not indicate any actual or potential negative effects on the existing development
and production efforts of the domestic industry. As discussed above, the number of acres planted with
durum wheat declined over the period examined, but largely as a result of changes in the federal CRC
program. In the absence of any observable price effects or adverse impact by subject durum wheat, we
do not attribute any difficulties experienced by domestic durum wheat producers to subject imports in
significant part.

We have considered whether there are any other demonstrable adverse trends that indicate the
probability of likely material injury by reason of imports (or sale for importation) of the subject
merchandise (whether or not it is actually being imported at the time). In this regard, there are no known
dumping findings or antidumping remedies in third-country markets against the subject imports.

Based on an evaluation of all the relevant statutory factors, including those indicating a lack of
likely volume and price effects of subject imports, we do not find that further subsidized and dumped
subject imports from Canada are imminent or that material injury by reason of such imports would occur
absent countervailing duty and antidumping duty orders. Accordingly, we do not find that an industry in

33 CR and PR at Table VII-1.

34 CR and PR at Table VII-1.

33 For the reasons discussed in the “Volume” section of these Views, Chairman Okun’s and Commissioner
Koplan’s analysis of the data lead them to conclude that changes in the volume of the subject imposts are not clearly
related to the pendency of the investigations. They agree that significant increases in subject import volume are not
likely.

318 CR ai II-2, PR at II-1.
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the United States is threatened with material injury by reason of subject imports of durum wheat from
Canada that are subsidized and sold at less than fair value.

CONCLUSION
For the foregoing reasons, we determine that an industry in the United States is not materially
injured or threatened with material injury by reason of imports of durum wheat from Canada that

Commerce found to be subsidized and sold in the United States at less than fair value.

E. Material Injury by Reason of Subject Imports of Hard Red Spring Wheat®!’

In contrast to our negative determinations on durum wheat, we find that subject imports of HRS
wheat are causing material injury to the domestic industry, as explained more fully below. In addition to
a significant volume of subject imports, we find that subject HRS wheat imports, unlike subject durum
wheat imports, significantly undersold and had significant price depressing effects on the domestic
product. The domestic product and subject imports are highly interchangeable, price is an important
factor in purchases, and quality differences played a less important role in HRS wheat purchasing
decisions than in the case of durum wheat. The declines in the industry’s financial performance during
the period examined are attributable in significant part to the declines in prices when subject import
volumes were highest. As with durum wheat, we give less weight to the post-petition period when
subject imports declined sharply and prices rose abruptly.

1. Volume of Subject Imports of Hard Red Spring Wheat

Section 771(C)(i) of the Act provides that the “Commission shall consider whether the volume of
imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.”'®

The Commission generally considers volume by examining both the absolute volumes of subject
imports and the market shares held by subject imports calculated as a percentage of apparent U.S.
consumption. As noted, the parties advocated differing calculation methodologies for apparent U.S.
consumption. As we did for purposes of considering the conditions of competition unique to these
markets, we use both proposed calculation methodologies to inform our analysis. We also examine the
volume of subject imports relative to production in the United States.*”’

In absolute terms, the volume of subject HRS wheat rose from 41 million bushels in marketing
year 2000/01 to 46 million bushels in 2001/02, and then fell sharply to 11 million bushels in 2002/03.%*°
When apparent U.S. consumption is caicnlated not to include exports of domestic product by downstream
purchasers, the market share held by the subject HRS wheat rose from 12.8 percent in marketing year
2000/01 to 15.9 percent in marketing year 2001/02, and then fell to 5.8 percent in 2002/03.5%! 32 When
apparent U.S. consumption is calculated to include exports of domestic product by downstream

317 Chairman Okun and Commissioner Koplan do not join this section. See their dissenting views.

19 US.C. § 167H(N(CHI).

31 We generally used USDA data, rather than official Customs data 1o measure imports because USDA data
exclude transhipments from Canada. Official customs data were used, however, to observe monthly import trends
since the USDA data were not available on a monthly basis.

30 R and PR at Table C-2.

! CR and PR at Table C-2.

32 Apparent U.S. consumption, calculated by both methodologies, is reported above in the discussion of the
conditions of competition.
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purchasers, the market share held by the subject HRS wheat rose from 7.5 percent in marketing year
2000/01 to 9.1 percent in 2001/02, and then fell to 2.4 percent in 2002/03.*#* Relative to production in
the United States, the volume of subject HRS wheat imports was 8.3 percent of domestic production in
marketing year 2000/01, 9.7 percent in 2001/02, and 3.0 percent in 2002/03.”** By all measures the
volume of subject imports rose from marketing year 2000/01 to 2001/02, and then fell by a greater
amount from 2001/02 to 2002/03.

Significant to our analysis are observed declines in subject import volumes in marketing year .
2002/2003 after the filing of the petition in these investigations. The petition was filed on September 13,
2002.°% The questionnaire responses of several purchasers indicated that they canceled or postponed
purchases due to the pendency of these investigations.” Coincident with the filing of the petition, the
volume of subject imports of HRS wheat was sharply lower in October of 2002 and in the following
months compared with the months preceding the filing of the petition. The post-petition decline
accounted for the entire decline in subject import volume from the previous marketing year.*” 32
Exports of HRS wheat by Canada to the United States declined more sharply than did its exports of HRS
wheat to third country markets in marketing year 2002/03, despite the fact that production was also down
in the United States and prices for HRS wheat were higher in marketing year 2002/03 than during the two
previous marketing years.*” Accordingly, we attribute the decline in the volume of subject HRS wheat
from Canada in marketing year 2002/03 in significant part to the pendency of these investigations.
Consistent with the statutory scheme, we thus give less weight in our analysis to the lower post-petition
subject import volumes compared with those observed prior to the filing of the petition. ™ **

In sum, the volume of subject HRS wheat imports maintained a significant and increasing
presence in the U.S. market in marketing vears 2000/01 and 2001/02, whether measured in absolute
terms, relative to consumption in the United States under either measure, or relative to production in the
United States. We attribute less weight to volume data from marketing vear 2002/03 because import
volumes declined abruptly after the petition was filed and appear impacted by the pendency of these
investigations. Any effect on imports of lower vields in Canada, likely due to drought conditions in both

#3 CR and PR at Table C-2A.

34 CR and PR at Table C-2.

5 CRand PR atI-1.

26 Petitioners’ Prehearing Brief at 90-91 and the questionnaire responses cited there.

327 First Staff Work Papers (October 2, 2003) at Table A. Nor do we attribute lower monthly import volumes in
October, November, and December to any seasonal effect. Monthly volumes of subject imports in October,
November and December of 2002 were sharply lower than the volumes of subject imports in the same months of
2000 and 2001. Id.

%2 The CWB argued that declines in the volume of subject HRS wheat imports began in August 2002, one month
prior to the filing of the petition. CWB’s Prehearing Brief at 24 n.30. While subject imports of HRS wheat declined
in August 2002 from the prior month, declines were also present during the same period in 2001 and 2000. First
Staff Work Papers (October 2, 2003) at Table A.

3 CR and PR at Figure V-3 and Tables VII-2 and C-2. Preduction of HRS wheat in the United States fell from
476 to 357 million bushels from marketing year 2001/02 to0 2002/03. CR and PR at Table C-2.

30 See 19 U.S.C. § 1677(7)(D).

1 In contrast, we note that imports of subject durum wheat did not fall as abruptly in the month following the
filing of the petition as did HRS subject imports. After the filing of the petition in September of 2002, monthly
volumes of subject durum wheat from Canada continued to enter the United States during October, November, and
December in amounts somewhat lower on average than, but yet generally within the range of, the volume of monthly
subject durum wheat imports during 2002 before the petition was filed, as well as in October, November, and
December of 2001. First Staff Work Papers at Table A. Beginning in calendar year 2003, monthly volumes of
subject durum wheat imports were sharply lower, likely related in part to the filing of the petition. First Staff Work
Papers at Table A,
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marketing years 2001/02 and 2002/03, are more difficult to discem. Import volumes did not decline at ail
in marketing year 2001/02, but declined abruptly in 2002/03 after the petition was filed. In addition,
Canadian exports of HRS wheat to the United States declined by *** percent from marketing year
2001/02 to 2002/03 while its exports of HRS wheat to third country markets declined by *** percent
during the same period.* We therefore conclude that the volume of subject imports is significant both
in absolute and relative terms.

2. Price Effects of the Subject Hard Red Spring Wheat Imports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of the subject imports,
the Commission shall consider whether —

(I) there has been significant price underselling by the imported
merchandise as compared with the price of domestic like products of the
United States, and :

(II) the effect of imports of such merchandise otherwise depresses prices
to a significant degree or prevents price increases, which otherwise
would have occurred, to a significant degree.*®

As noted previously, HRS wheat is a commodity product, with quality ranges indicated by the
various grades into which it falls. Within a given grade, the subject HRS wheat and domestically
produced HRS wheat are highly, although not perfectly, interchangeable.**

Compared to the market for durum wheat, the HRS wheat market places more emphasis on price
than quality. According to purchasers, price is the most important factor in HRS wheat purchasing
decisions, whereas equal numbers of purchasers of durum wheat ranked quality and price as the most
important factor.™ Most sales are by contracts of varying duration, but sales on the spot market account
for nearly one-third of sales. There is also trading in HRS wheat futures. Information is readily available
for prices in the international market and in the United States. Demand for HRS wheat is not sensitive to
price, in the sense that changes in price do not substantially change quantity demanded.** 357 3%

%3 Figures derived from CR and PR at Table VII-2.

19 US.C. § 1677(THC)).

%% CR at 11-20, PR at II-13.

35 CR and PR at Tables I1-7 and I1-8.

¥ CR at I1-30, PR at I1-2 1.

37 The CWB argued that correlations in price movements of HRS wheat and HRW wheat demonstrate that the
two classes were highly substitutable and thus that subject HRS wheat did not have significant price effects on 1J.8.
HRS wheat. CWB'’s Prehearing Brief at 79-82. We note that, despite correlations in price movements, prices for
HRS wheat and HRW wheat were not the same. E.g., CRatI-11t0[-12, V-10to V-11; PR at I-8 and V-7 to V-8.
Moreover, the record shows correlations in price movements among wheat of all classes, and between wheat and
other agricultural products. CR at V-11; PR at V-8; CWRB’s Prehearing Brief at 50, 86 n.155, Exh. 22; Hearing Tr.
at 147 (Fisher). The price correlations are stronger between HRS wheat and HRW wheat, but a witness testified on
behalf of the CWB that even a smail amount of substitution between HRS wheat and HRW wheat (“substitution on
the margins”) can result in additional price correlations. Hearing Tr. at 382-83 (Sumner). Given the persistent
differences in price between HRS wheat and HRW wheat, and the existence of price correlations among wheat of
various classes and between wheat and other agricultural products, we do not subscribe to the CWB’s argument.

3 Prices for HRS wheat are influenced by both global and local factors. Changes in global supply and demand
affect prices worldwide, as demonstrated by the fact that prices for HRS wheat at different locations in the world
tend to fluctuate in tandem. See CWB’s Prehearing Brief at 83. Local factors also influence prices of HRS wheat,
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As in durum wheat, the Commission collected pricing data for HRS wheat on multiple bases.
Conventional price comparisons based on weighted average delivered prices at the level of downstream
purchasers were compiled for U.S.-grown and Canadian number | and 2 HRS wheat. Both petitioners
and the CWB agreed, however, that these price comparisons are influenced by various factors including,
chiefly, transportation costs.*® To control for variations in transportation costs that were due to
differences in delivery locations, Commission staff developed price comparisons that were company-
specific and place-specific. We look to both of the data sets in evaluating underselling.>*

Conventional price comparisons show predominant underselling. Weighted average delivered
prices for Canadian number 1 and 2 HRS wheat were lower than comparable U.S.-grown HRS wheat in
28 of 40 monthly comparisons during June 2000 to August 2002.3¢' *#

Company-specific and place-specific comparisons also show significant underselling. Monthly
price comparisons of Grade No. 1 subject imported and domestically-produced HRS wheat®* show
underselling by the subject imports in 5 out of 9 monthly comparisons on a company-specific basis and in
8 out of 15 monthly comparisons on a place-specific (Minnesota) basis.”* Margins of underselling
ranged from 0.5 percent to 8.2 percent (for company-specific comparisons) and less than 0.05 percent to
8.4 percent (for place-specific comparisons).**® Margins of overselling ranged from 3.6 percent to 8.1
percent (for company-specific comparisons) and from 1.9 percent to 17.5 percent (for place-specific

as a result of changes in local supply and demand, which changes are independent of global trends. See e.g., CWB's
Prehearing Brief at 84 (transportation costs and customs duties prevent perfect price arbitrage). The trade-limiting
effect of transportation costs results in “location economics,” with the result that HRS wheat flows to the best market
with the least transportation cost. E.g., Hearing Tr. at 267 (Linville). Events affecting supply and demand in local
markets, therefore, cause local HRS wheat prices to change relative to prices in other markets around the world. See
CWB'’s Prehearing Brief at 83 (showing that the price spread between certain HRS wheats at different worldwide
locations narrowed and even reversed over the course of the period examined).

These general observations are confirmed with respect to the U.S. market for HRS wheat. HRS wheat
grown in certain parts of Canada has a transportation cost advantage in serving large portions of the U.S. market
compared 10 HRS wheat from other parts of Canada, or from third countries. Hearing Tr. at 222 (Cunningharn),
304-07 (Steinke}, 336 (Cunningham), 339 (Hillman); Hearing Exhibit entitled “Outline: Testimony of Richard O.
Cunningham on Behalf of Respondent Canadian Wheat Board, at 1 and 4; CWB’s Prehearing Brief at 104-07. Asa
result, U.S. prices for HRS wheat move in reaction to changes in U.S. supply (including subject HRS wheat imports)
and demand, independent of global price movements, because HRS wheat cannot be replaced by other HRS wheat at
the same transportation cost. See, in addition to the parts of the record cited above, Hearing Tr. at 113-15 (Birdsall,
Szamosszegi, Wechsler). As explained elsewhere in these views, prices for HRS wheat in the U.S. market reacted to
changes in locai supply and demand, including drought and the pendency of these investigations.

3% With respect to underselling, comparisons of the prices received by domestic producers with the prices for the
subject HRS wheat paid by downstream purchagers are not meaningful because they are not made at the same level
of trade. Domestic producers generally sell to the local grain elevator, which in turn sells to large grain-trading and
milling firms. Subject imports generally are not sold to local grain elevators but instead directly to large downstream
purchasers.

30 CR at V-15, PR at V-10.

3! CR and PR at Tables V-6 and V-7.

2 Consistent with our finding that the volume of subject imports declined in 2002/03 due to the pendency of
these investigations, no prices for Canadian number 1 and 2 HRS wheat were reported for September 2002 to May
2003.

33 As mentioned previously, the subject imported product is known as “Canada Western Red Spring Wheat.”
This wheat comes within the scope of the subject merchandise as defined by Commerce. 68 Fed. Reg. 52741, 52742
(Sept. 5, 2003) and 68 Fed. Reg. 52747, 52748 (Sept. 5, 2003). For simplicity, we refer to Canada Western Red
Spring Wheat as subject HRS wheat. '

¥ CR at V-23 and Tables V-12 and V-13, PR at V-13 and Tables V-12 and V-13.

* CR and PR at Tables V-12 and V-13.
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comparisons).**® Monthly price comparisons of Grade No. 2 subject imported and domestically-produced
HRS wheat show underseiling by the subject imports in 9 out of 15 monthly comparisons (on a company-
specific basis) and in 6 out of 16 monthly comparisons (on a place-specific basis).**” Company-specific
margins of underselling by subject imports ranged from 1.5 percent to 7.0 percent, while margins of
overselling ranged from 1.3 percent to 18.0 percent.*® Place-specific margins of underselling ranged
from 0.1 percent to 5.6 percent and margins of overselling ranged from 0.5 percent to 21.8 percent.*

We find this mixed underselling to be significant, given that half of the combined place- and company-
specific comparisons showed underselling by subject imports, in a market for a commodity product sold
by grade, with pricing information readily available to market participants.**°

We also find evidence of significant price depressing effects by subject imports, both when
considering prices on a yearly basis and on a monthly basts. On a yearly basis, average prices received
by farmers fell from $2.94 per bushel in marketing year 2000/01 to $2.89 per bushel in 2001/02.*' This
decline was coincident with a significant increase in the volume of subject imports of HRS wheat, which
in absolute terms increased over 11 percent, from 41 million bushels in marketing year 2000/01 to 46
million bushels in 2001/02. Prices rose to $3.84 per bushel in marketing year 2002/03 when the volume
of subject imports fell to 11 million bushels, due in part to the pendency of these investigations. We
consider higher prices in marketing year 2002/03 in the context of drought conditions in the United
States, which resulted in lower domestic production of HRS wheat. Ali other things being equal, the
reduction in domestic production would result in higher prices for HRS wheat.’® We also consider that
the lower volume of subject HRS wheat imports in the last marketing year, due in significant part to the
pendency of these investigations, has likely contributed to increases in prices.

Our examination of changes in monthly prices also confirms that subject HRS wheat imports had
significant price depressing effects on sales of domestic HRS wheat. The monthly prices received by
farmers were among the lowest in 2001/02 when subject import volumes were the highest. During the
2001/02 marketing year, and through June of 2002, monthly import velumes of the subject HRS wheat
averaged about 4.4 million bushels, fluctuating between 2.6 million and 7.3 million bushels per month.>*
Over the same period, average monthly farm prices for domestic HRS wheat fluctuated in a narrow band,

6 CR and PR at Tables V-12 and V-13.

%7 CR and PR at Tables V-14 and V-15.

3 CR and PR at Table V-14.

% CR and PR at Table V-15.

350 Tt was argued that other factors skew price comparisons as well, including protein content, and date of
delivery. E.g., CWB’s Prehearing Brief at 61-63. See CR at V-12 to V-13, PR at V-9 (describing Commission’s
data collection, based in part on party comments on draft questionnaires). The Commission statistically analyzed
prices for HRS wheat incorporating the effects of dockage, protein content, vitreous kernel content, and test on
prices. The estimated mean prices for Canadian Western Red Spring and U.S. number 1 HRS wheat were $146.35
and $146.07 per metric ton, respectively. CR at E-8, PR at E-6. For comparable Canadian and U.S. number 2 HRS
wheat, the estimated mean prices were $146.90 and $141.50 per metric ton, respectively. CR at E-9, PR at E-7.
Given that these estimates include prices over the three-year period examined and the mean numbers for the
Canadian and U.S. product are close, particularly for number 1 HRS wheat, we find these estimated mean prices are
not inconsistent with the evidence of mixed underselling. Moreover, we would not expect significant underselling in
a commedity product, especially one traded on an open exchange.

We note, however, that controlling for these additional variables results in the discarding of all, or almost
all, possible price comparisons. Although company-specific and place-specific comparisens are imperfect, we
determine in our discretion that these data are the best on the record for purposes of evaluating underselling.

*1 First Staff Work Papers at Table B.

2 But see our discussion below, noting that apparent U S. consumption fell more steeply than the fall in domestic
production.

3 Average monthly import figure derived from First Staff Work Papers at Table A.
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from $2.80 to $3.03 per bushel, among the lowest of the entire period examined.”* In each of the latter
seven months of marketing years 2000/01 and 2001/02, prices were lower in the 2001/02 marketing year
than in the same month of the previous year.

With the filing of the petition in September 2002, HRS wheat prices rose dramatically and
subject imports fell off drastically. The single-highest monthly price received by farmers over the period
examined was in October of 2002, the first full month following the filing of the petition. These prices
increased from $3.67 per bushel in August 2002 to $4.49 in October 2002, remaining above $4 per
bushel until February 2003. For the three months following the filing of the petition, prices averaged
$4.33 per bushel compared with $2.93 per bushel for the same period in 2001.> In the same period, the
volume of subject HRS wheat fell in October of 2002 to 1.2 million bushels, and then to (.3 million
bushels in November 2002, lower than any previous single month of the period exarnined. During the
three months following the filing of the petition, average monthly subject import volumes were 607,532
bushels compared with 5.9 million bushels for the same period in 2001.

Respondents argue that the rise in wheat prices and decline in subject imports was attributable -
primarily to the drought.**® We would expect monthly price increases over the course of the late summer
and early fall as the market received information regarding the extent of drought-related effects on
domestic production. The price spike observed in October of 2002, however, was above and beyond the
price increases associated with drought conditions and occurred in the first full month following the
filing of the petition. We view that price spike as a reflection of how the market reacted to the pendency
of these investigations. That farm prices would rise in reaction to the pendency of the investigations
(signifying the potential increase in prices of subject HRS wheat and/or decrease in volume of subject
HRS wheat) confirms the strong price interactions between subject imports and domestic HRS wheat.
However, while we take note of this effect, we based our analysis of the price effects on the pre-petition
period, as discussed above.* 3%

¥ We would not expect monthly prices to vary very much as a function of normal monthly variations in subject
HRS wheat volumes. Price information is rapidly disseminated in this market and it would take more than normal
“background” noise to influence prices on a monthly basis.

5 Derived from First Staff Work Papers at Table C.

356 CWB’s Posthearing Brief at 2.

7 We note in addition that monthly U.S. prices for HRS wheat fluctuated in a much narrower range during
marketing year 2001/02 than did monthly U.S. prices for durum wheat. The narrower range of fluctuation increases
the significance of price increases observed in HRS wheat relative to the increases seen in durum wheat prices. First
Staff Work Papers at Table C.

358 Drrought conditions in the United States also likely contributed to the observed price increases late in the
period examined. We do not, however, attribute all price increases to the drought in the United States. We observe
that drought in the United States was responsible for a 25.1 percent decline in domestic production of HRS wheat
from marketing year 2001/02 to 2002/03. CR and PR at Table C-2. (We note that, in contrast, drought did not
depress per acre yields for durum wheat to any significant degree. CR and PR at Table C-1.) This decline is large
when viewed in isolation. When considered in the context of the conditions of competition unique to this industry,
however, the decline in domestic preduction is smaller than the 37.3 percent decline in apparent U.S. consumption,
when the latter is measured excluding exports of domestic production by downstream purchasers over the same
period. CR and PR at Table C-2. Accordingly, when examining drought-induced changes in preduction in the
United States from marketing year 2001/02 o 2002/03, we find that domestic production is not lower in the latter
marketing year relative to U.S.-derived consumption, despite drought induced declines in domestic production.
Higher prices in marketing year 2002/03 are not solely explained, therefore, by a relative decrease in supply relative
to U.S.-derived demand. When export-fueled demand is included in the calculation, apparent U.S. consumption
declined by a smaller amount: 13.9 percent. CR and PR at Table C-2A. The smaller decline when measured this
way is due to the rise in the volume of exports of domestic product by downstream purchasers, which increased from
216 million bushels in marketing year 2001/02 to 254 million bushels in 20602/03. CR and PR at Table C-2.
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Finally, given the nature of price competition in these markets, we do not view the absence of
lost sales or lost revenues allegations in the petition as meaningful to our analysis of the significance of
any price effects attributable to the subject imports of HRS wheat from Canada.?®
. In sum, we find that average farm prices for HRS wheat fell from marketing year 2000/01 to
2001/02 at the same time that there was a significant increase in the volume of subject HRS wheat
imports into the U.S. market. Monthly prices for HRS wheat were their highest over the entire period
examined in the first full month following the filing of the petition when the volume of subject imports
declined significantly. While drought in the United States likely had a contributing effect on the higher
observed prices, the record indicates that U.S.-derived demand for HRS wheat fell more rapidly than did
production in the United States, showing that the drought did not lower supply relative to U.S.-derived
demand, and thus does not account for the significant increase in prices.

On these bases, we conclude that the frequency of underselling was significant and that subject
imports of HRS wheat from Canada had significant price depressing effects during the period
examined.>® We attribute the decline in subject import volumes and the sharp rise in domestic prices at
the end of the period in significant part to the filing of the petition, and accord less weight to this period
in our price analysis.

3 Impact of the Subject Hard Red Spring Wheat Imports

In examining the impact of the subject imports on the domestic industry, we consider all relevant
economic factors that bear on the state of the industry in the United States.*® These factors include
output, sales, inventories, capacity utilization, market share, employment, wages, productivity, profits,
cash flow, return on investment, ability to raise capital, and research and development. No single factor
is dispositive and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”6% 33

We have considered each of the factors listed above, to the extent data on a particular factor are
available to us and relevant to assessing the condition of the industry. As noted previously, with the
implicit agreement of the parties, we did not mail questionnaires to producers of HRS wheat because they
number in the tens of thousands and because we lacked sufficient information about the industry to

3 See Petition at 59-60.

36 The CWB argued that subject HRS wheat from Canada did not have significant effects on farm prices for
domestic HRS wheat because there exists a “world price” set by global supply and demand considerations. As
discussed above, however, the CWB repeatedly acknowledged in other contexts that transportation costs play a very
important role in prices for HRS wheat. Due to its proximity to the United States, HRS wheat from Canada
delivered to U.S. purchasers incurs lower transportation costs than would HRS wheat from third countries.
Consistent with its lower transportation costs, HRS wheat from Canada accounted for 100.0 percent of all imports of
HRS wheat into the United States throughout the period examined. CR and PR at Table IV-2. Accordingly, HRS
wheat from Canada, which is subsidized and sold at LTFV, can and does have significant depressing effects on farm
prices for domestic HRS wheat, despite the existence of what is termed a world price.

¥ 19 U.S.C. § 1677(T(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” Id. at 883).

%2 19 U.8.C. § 1677(THCXiii); see also SAA at 851 and 885 and Live Cattle from Canada and Mexico, Invs.
Nos. 701-TA-386 and 731-TA-812 to 813 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25, n.148.

363 The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. 19 U.S.C. § 1677(7)(C)(iii)(V). In its notice of
final determinations of sales at fess than fair value, Commerce determined weighted average antidumping margins on
subject HRS wheat from Canada of 8.87 percent ad valorem. 68 Fed. Reg. 52741, 52744 (Sept. 5, 2003).
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develop a reliable representative sampling methodology. The Commission obtained public information
relating to the various statotory impact factors from government, academic, and industry sources,
including state agricultural extension services. The Commission received extensive information from the
parties and asked the parties to identify any additional sources that the Commission should consider.*s*

We evaluate the condition of the industry based on available public data on the record. Domestic
production of HRS wheat fell from 502 million bushels in 2000/01 to 476 million bushels in 2001/02 and
then declined further to 357 million bushels in 2002/03.%® While production declined, acres planted with
HRS wheat increased from 4.4 million in marketing year 2000/01 to 14.8 million in 2001/02 and to 14.9
million in 2002/03.3¢ Acres harvested increased from 13.6 million in marketing year 2000/01 to 13.8
million in 2001/02, but acres harvested declined sharply to 12.6 million in 2002/03.7" Thus, acres
harvested did not contribute to lower production from 2000/01 to 2001702, but acres harvested did
account for some of the decline in production in 2002/03. Average yields declined from 37.0 bushels per
acre in 2000/01 to 34.6 bushels per acre in 2001/02 and then dropped sharply to 28.2 bushels per acres in
© 2002/03.3% Lower yields accounted for all of the drop in production from 2000/01 to 2001/02 (because
harvested acres increased), and contributed to declines in production from 2001/02 to 2002/03. Drought
in the United States accounted for the sharp declines in production and yiclds in marketing year 2002/03,
while the drop in production from 2000/01 to 2001/02 appears due to normal fluctuations in agronomic
conditions, which resulted in lower yields.

Similarly, sales of HRS wheat declined throughout the period examined, matching the overall
decline in output by the domestic industry. The domestic industry’s total shipments decreased from 509
million bushels in marketing year 2000/01 to 460 million bushels in marketing year 2001/02 and to 425
million bushels in marketing year 2002/03.® U.S. shipments of HRS wheat produced in the United
States decreased from 282 million bushels in marketing year 2000/01 to 244 million bushels in marketing
year 2001/02, and to 171 million bushels in marketing year 2002/03.*® The domestic industry’s market
share, based on U.S. shipments of domestic HRS wheat, was 87.2 percent in marketing year 2000/01 and
84.1 percent in marketing year 2001/02, but then rose to 94.2 percent in marketing year 2002/03.*"" The
domestic industry’s market share, based on total shipments of domestic HRS wheat, was 92.5 percent in
marketing year 2000/01 and 90.9 percent in marketing vear 2001/02, but then rose to 97.6 percent in
marketing year 2002/03.>"

U.S. producers’ inventories increased from 194 million bushels in 2000/01 to 210 million
bushels in 2001/02, then declined to 141 million bushels in 2002/03. Consistent with subject HRS wheat
imports, inventories were highest during 2001/02, then declined in 2002/03 with decreasing subject HRS

3 We do not rely on the economic analyses provided by the parties. See CR at II-31 to II-33 and App. E; PR at
II-21 to 11I-22 and App. E.

3% CR and PR at Table C-2.

. ¥ CR and PR at Table C-2.

37 CR and PR at Table C-2.

%5 CR and PR at Table C-2.

3% CR and PR at Table I1I-7. We focus on the quantity of total shipments as the nearest equivalent to sales
volume. Financial data on net sales are unavailable from USDA, as are data quantifying the value of total shipments.
Similarly, the concept of capacity utilization is not adequately captured in the data available from USDA. See CR
and PR at I11-8 n.10.

% CR and PR at Table ITI-7. The concept of “U.S. shipments,” as opposed to export shipments, is of mixed
utility in these investigations, as the U.S. growers that constitute the domestic industry sell much of their production

to grain elevators. CR at I-11, PR at I-8; Hearing Tr. at 101 (Klein); Petition at 59-60; CWB’s Prehearing Brief at 9-
11,

31 CR and PR at Table IV-10.
32 CR and PR at Table C-2A.



wheat imports.”” As a share of total shipments, inventories increased from 38.1 percent in marketing
year 2000/01 10 45.6 percent in 2001/02 as subject import volumes increased, then inventories declined
to 33.1 percent in 2002/03, as subject import volumes declined sharply.*”

Employment data are limited to hired labor and are extrapolated from existing data compiled by
the States of North Dakota, Minnesota, and South Dakota, which collectively accounted for about two-
thirds of HRS wheat production in the United States.”” Wages paid to hired labor fell between 2000 and
2002 from $39.0 million to $29.4 million.”” This decline reflected the reductions in harvested acreage,
partially offset by rising labor costs per acre harvested.>”’ Productivity can be measured only indirectly
through a comparison of wages and production. Nonetheless, the observed decline in productivity
between marketing year 2000/01 and marketing year 2002/03 (as reflected by the increase in labor cost
per bushel) is consistent with the reduction in HRS wheat yieids.*

In examining the financial performance of the domestic HRS wheat industry, we examine data
provided for HRS wheat farms in North Dakota, northwestern Minnesota, and South Dakota; these states
accounted for 46 percent, 13 percent, and 10 percent respectively of the acres of HRS wheat planted in
crop year 2002/2003.°” Because the data are reported on a per-harvested-acre basis, we take into
account that fluctuations in per acre total product return is a function both of prices received and yields
per acre.*®

The data are segregated according to the three predominant land tenure arrangements found in
the HRS wheat industry: owned land, cash rented land, and share rented land.®' With respect to all
wheat farms in North Dakota, the state accounting for the bulk of the information available to us on the
financial performance of HRS wheat farmers, cash rented land is the most common form, accounting for
just over half of acres harvested.*** Owned land accounted for approximately 30 percent of all wheat
acres harvested in North Dakota, while share rented land accounted for approximately 135 percent of all
wheat acres harvested in that state.”® In northwestern Minnesota, approximately 75 percent of the HRS

3 CR and PR at Tabie III-8.

4 CR and PR at Tables C-2 and C-2A.

35 CR at Tables ITI-11 to ITI-13 and at page VI-7 & n.6, PR at Tables ITI-11 to ITI-13 and at page VI-3 & n.6.

%76 Derived from CR and PR at Tables ITI-11 to TII-13. As noted previously, economic returns are shown on a
calendar year basis. As we also noted, economic returns in 2000, for example, generally reflect industry conditions
(such as price) in marketing year 2000/01, because the economic returms reflect the expenses and revenues associated
with the crop harvested in the late summer or early fall.

¥7 CR and PR at Tables IT-11 s HI-13.

3% CR and PR at Tables I1I-11 to I1I-13 and C-2. Between marketing year 2000/01 and marketing year 2002/03,
labor costs rose from $0.09 to $0.10 per bushel in North Dakota, from $0.08 to $0.09 in Minnesota, and from $0.17
te $0.29 in South Dakota. CR and PR at Tables III-11 to I1I-13.

9 CR at VI-7 n.6, PR at VI-3 n.6.

30 As noted above, average yields declined from 37.0 bushels per harvested acre in marketing year 2000/2001, to
34.6 bushels per acre in 2001/02 due to normal fluctuations in agronomic conditions. Average vields were sharply
lower at 28.2 bushels per acre in 2002/03.

*! When HRS wheat is produced on share rented land, the producer pays rent to the land owner in the form of a
share of the crop he or she harvests. Because HRS wheat is planted in April and May and harvested during August
and September, the growing year does not perfectly match the marketing year. However, inasmuch as harvesting
and, to a large extent, sales of the HRS wheat to the elevators take place in the second half of the calendar vear and
the first half of the marketing vear, financial data for 2000 would closely align with farmers’ sales in marketing year
2000/01. Although the planting expenses would have been incurred in the previous marketing year, their
presentment in the marketing vear sold is not different from our treatment in other investigations where we collect
questionnaire expenses on the basis of cost of goods sold instead of cost of production.

%2 CR and PR at Table VI-4 n.1.

33 CR and PR at Table VI-4 n.1.
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wheat acres harvested is cash rented, with the remaining harvested acreage being owned land.*
Information for HRS wheat farms in South Dakota is not segregated by land tenure **

In general, the experience of domestic producers was consistent across states and forms of land
tenure. The domestic HRS wheat industry experienced per-harvested-acre net returns without
government payments that were positive for all states and types of land tenure in 2000.* In 2001,
domestic producers experienced per-harvested-acre net losses in North Dakota on cash rented and share
rented land, and in northwestern Minnesota on owned and cash rented land.*®” Net returns approached
zero in 2001 for owned land in North Dakota and in the combined tenures reported for South Dakota. 38
In 2002, per-harvested-acre net returns showed a significant improvement over the net losses generally
experienced in 2001, but in most cases net returns in 2002 did not approach net returns for 20003
Except in South Dakota, much of the improvement in net returns for each tenure type observed from
2001 to 2002 is the result of higher miscellaneous income, which includes crop insurance and disaster
payments, and so the improvement in net return is due in part to intervention rather than recovery in
market forces.”

We also examine total product return because it is not affected by miscellaneous income or direct
and overhead expenses. In this industry, we view total product return as the closest approximation of the
impact of changes in the price of HRS wheat on the domestic industry’s performance. As noted,
however, yields also influence total product return. Consistent with the highest yields experienced in
2000, total product return was highest for all states and all tenure types in that year.®®' Total product
return was lower for all states and all tenure types in 2001, a combined result of lower yields and lower

* CR and PR at Table VI-5 n.1.

35 CR at VI-9, PR at VI-6. See CR and PR at Table VI-6.

* In North Dakota in 2000, per acre net returns without government payments were $26.23 for owned land,
$9.35 for cash rented land, and $1.36 for share rented land. In northwestern Minnesota in 2000, per acre returns
without government payments were $53.31 for owned land and $28.38 for cash rented land. In South Dakota in
2000, per acre net returns without government payments were $19.74. CR and PR at Tables VIi-4 ta VI-6.

*¥7 In North Dakota in 2001, per acre net losses without government payments were $18.58 for cash rented land,
and $15.25 for share rented land. In northwestern Minnesota in 2001, per acre net losses without government
payments were $8.38 for owned land and $11.21 for cash rented land. CR and PR at Tables VI-4 and VI-5.

3 In North Dakota in 2001, per acre net returns without government payments were $0.08 for owned land. In
South Dakota in 2001, per acre net returns without government payments were $0.05. CR and PR at Tables V1-4
and VI-6.

3 In North Dakota in 2002, per acre net returns without government payments were $15.05 for owned land,
$5.80 for cash rented land, and $8.71 for share rented land. In Minnesota in 2002, per acre net returns without
government payments were $6.96 for owned land, compared with per acre net losses without government payments
of $6.78 for cash rented land. For South Dakota in 2002, per acre net returns without government payments were
$6.71. CR and PR at Tables VI-4 to VI-6. In general, these results were an improvement over 2031, but lower than
in 2000. The exceptions were share rented acres in North Dakota, which experienced higher net returns in 2002 than
during 2000 or 2001. CR and PR at Table VI-4. Cash rented land in northwestern Minnesota continued to
experience a net loss in 2002, albeit a smaller net loss than in 2001. CR and PR at Table VI-3.

3% In North Dakota, from 2001 to 2002, per acre miscellaneous income rose from $3.56 to $20.53 for owned
land, from $6.35 to $19.88 for cash rented land, and from $2.28 to $7.27 for share rented land. In northwestern
Minnesota, from 2001 fo 2002, per acre miscellaneous income rose from $10.20 to $30.92 for owned land, and from
$14.45 to $22.39 for cash rented land. In South Dakota, from 2001 10 2002, per acre miscellaneous income fell from
$4.69 to $0.59. CR and PR at Tables VI-4 to VI-6.

¥1 Tn North Dakota in 2000, per acre total product return was $118.53 for owned land, $113.58 for cash rented
land, and $73.98 for share rented land. In northwestern Minnesota in 2000, per acre total product return was
$187.65 for owned land and $179.63 for cash rented land. In South Dakota in 2000, per acre total product return
was $144.32. CR and PR at Tables VI-4 to VI-6.
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average prices.””® Despite higher average prices during the latter portion of 2002, total product return fell
further in 2002 in all states and tenure types except for the large number of harvested acres represented
by cash rented land in North Dakota, as well as the smaller number of harvested acres represented by
share rented land in North Dakota.”* When fluctuations in average yields are taken into account, the
record indicates that price-driven changes negatively impacted total product return and thereby
contributed to the industry’s worst performance of the period examined in 2001, when subject import
volumes were high and domestic prices were depressed.

More generally, the data show that fluctuations in the financial state of the domestic HRS wheat
industry is primarily a function of farm prices and yields per acre.”® Prices and yields determine total
product return (except for the much smaller contribution of loan deficiency payments). The fact that
vields fluctuate significantly from year to year leaves the domestic industry particularly vulnerable to
injury as a result of price depression by subject imports.*”*

Net returns without government payments and total product return show a domestic industry with
generally positive performance in 2000, much poorer performance in 2001 resulting in losses or break-
even situations, and an incomplete recovery in 2002 to levels generally below that of its performance in
2000. The change in performance demonstrates the precarious state of the domestic industry, and thus its
sensitivity to the price-depressing effects of subject imports. The domestic industry slipped from a
positive performance in 2000 to significant net losses or break-even product returns in 2001. The
industry did not experience drought conditions in 2001, yet a downward fluctuation in yield, coupled
with a decline in price, when subject import volumes were increasing, had a significant effect on the
domestic industry. We would not expect that normal fluctuations in yield in non-drought years would be
enough to tip an industry experiencing positive net retums in all states and tenure types to net losses or
net retums approaching zero. The fact that the indusiry experienced severe losses indicates that it is
extremely sensitive to changes in price, which declined on average from marketing year 2000/01 to
2001/02, and that prices were depressed, such that even minor downward fluctuations in yield had a
devastating impact. The critical role of price is confirmed by the evidence from 2002. In 2002, despite a
further decline in yields (this time attributable to drought conditions), the domestic industry showed a
recovery (measured in net returns without government payments), albeit an incomplete one, due to higher
miscellaneous income and higher prices during the last 4 or 5 months of the year, when subject imports
began to leave the market.

2 In North Dakota in 2001, per acre total product return was $100.87 for owned land, $95.49 for cash rented
land, and $64.59 for share rented land. In northwestern Minnesota in 2001, per acre total product return was
$127.57 for owned land and $134.79 for cash rented land. In South Dakota in 2001, per acre total product return
was $131.00. CR and PR at Tables VI-4 to VI-6.

*3 In North Dakota in 2002, per acre total product return was $90.88 for owned land, $96.12 for cash rented land,
and $71.52 for share rented land. In northwestern Minnesota in 2002, per acre total product return was $102.25 for
owned land and $115.74 for cash renied land. In South Dakota in 2002, per acre total product return was $126.03.
CR and PR at Tables VI-4 to VI-6.

¥+ Total overhead and direct expenses, while an important measure, were telatively stable over the period
examined. CR and PR at Tables VI-4 to VI-6.

¥ We have considered any additional burden on government income or price support programs relating 1o this
agricultural product. 19 U.5.C. § 1677(7)(D). On a per acre basis, government payments, including decoupled
payments under the Agricultural Market Transition Act and market loss assistance payments, were lower in 2002
than in 2000 for ali states and land tenures. CR and PR at Tables VI-4 and VI-5. These trends do not demonstrate
an additional burden on government income or price suppert programs relating to HRS wheat. In particular, we
observe that as a result of rising market prices, loan program and disaster/countercyclical payments for wheat were
lower in 2001 than in 2000 and virtually disappeared in 2002 and 2003. CR at II-5, PR at II-3; CR and PR at Table
I1-2. '
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The record indicates that subject HRS wheat imports had a material adverse impact on the
domestic industry through their significant volume and price effects. The volume of subject imports was
highest in absolute terms, relative to consumption, and refative to production, in 2001, which was also
the year of the domestic industry’s poorest performance, including net losses in most states and tenure
types. As explained above, the record indicates that subject HRS wheat had significant price-depressing
effects during the period examined, as evidenced by the underselling and price declines in U.S. prices
when subject import volumes peaked and the rapid increase in U.S. farm prices associated with the filing
of the petition when subject import volumes declined.**® Drought conditions in the United States
contributed to price increases observed at that time, but declines in apparent U.S. consumption indicate
that drought induced reductions in domestic production do not fully explain the price increases.

For these reasouns, we find that imports of subject HRS wheat have had a material adverse impact
on the domestic industry producing HRS wheat.

CONCLUSION

For the reasons stated above, we determine that the domestic industry producing HRS wheat is
materially injured by reason of subject HRS wheat imports from Canada that are subsidized and sold in
the United States at less than fair value.

¥ The CWB argues that the significant share of U.S. exports of HRS wheat during the period examined
establishes that subject imports are not causing significant price or volume effects. CWB’s Prehearing Brief at 97-
101. As a percentage of total shipments, U.S. exports of HRS wheat increased from 44.6 percent to 59.8 percent
during the period examined, and are traded or exported by downstream purchasers including grain-trading
companies. The decision to sell domestically or in intermational markets is made downstream from the farmer.
Given that an impact analysis is focused on the defined domestic industry, we do not attribute significant weight to
the actions of downstream users in regard to exports of HRS wheat.
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DISSENTING VIEWS OF
CHAIRMAN DEANNA TANNER OKUN AND COMMISSIONER STEPHEN KOPLAN

Based on the record in these investigations, we determine that an industry in the United States is
neither materially injured nor threatened with material injury by reason of imports of hard red spring
(HRS) wheat from Canada that are subsidized and sold in the United States at less than fair value
(LTFV).SQ? 398

I. OVERVIEW

Domestic producers of all classes of wheat operate in a demanding business climate that includes
unpredictable weather conditions, changing consumer tastes, and, increasingly, the concentration of
purchasing power by downstream consumers. Domestic producers of HRS wheat and durum wheat also
face the presence of imports from Canada.

The Commission is required to analyze the record evidence to determine whether the subject
imports from Canada are causing material injury or threatening to cause material injury to a domestic
industry. We join our colleagues in discussing the appropriate domestic like products, the pertinent
domestic indusiries, the conditions of competition that are distinctive to the affected industries, and the
reasoning supporting our negative determinations with respect to subsidized and LTFV imports of durum
wheat from Canada. As we observed in the Views of the Commission, many of the conditions of
competition pertain both to the domestic HRS wheat and dwrum wheat industries, although various
distinctions are noted. The record for HRS wheat is similar in many instances to the record for durum
wheat, and for the reasons we discuss below, we also reach negative determinations with respect to
subsidized and LTFV imports of HRS wheat from Canada.

The record in these investigations makes clear that this is not a case of a sudden, structural
change in the growing and marketing conditions of U.S. producers’ wheat. Nor is this a case where there
is a sudden emergence of a new exporter to the U.S. market. Imports of wheat from Canada, sold in the
United States by the Canadian Wheat Board, increased after the signing of the U.5.-Canada Free Trade
Agreement, and as the record indicates, have fluctuated, but have remained a consistent presence in the
U.S. market thereafter.””

In examining the facts on the rcecord in these investigations, we find that in a market of several
hundred million bushels, the volume of subject imports in absolute terms and relative to production and
consumption in the United States is not significant. Despite the moderate increase in volume in absolute
terms relative to domestic production and consumption in marketing year 2001/02, the record does not
indicate that subject imports gained significant market share at the expense of U.S. producers. Moreover,
as a result of the marked decline in subject imports in marketing year 2002/03, volume in absolute and
relative terms in the last year of the period examined decreased to very low levels. In our view, the
petitioners’ argument in this case that regardiess of the direction of changes in the Canadian market share
in any particular year, the mere presence of subsidized and LTFV imports in the U.S. market must come
at the expense of competing domestic producers,*™ is not sufficient to meet our statutory obligation to

7 Commerce determined the total estimated net subsidy rate for HRS wheat from Canada to be 5.29 percent. 68
Fed. Reg. 52747, 52749 (September 5, 2003). Commerce determined the weighted average antidumping margins on
subject HRS wheat from Canada to be 8.87 percent ad valorem. 68 Fed. Reg, 52741, 52744 (Sept. 5, 2003).

8 Material retardation is not an issuc in these investigations.

% Petitioner’'s Postconference Brief at 5; Hearing Tr., CWB Hearing Chart 4, page 4 (attached to non-corrected
and revised Hearing Transcript).

0 Hearing Tr. at 91.
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consider the significance of the volume, price effects, and impact of subject imports in determining
whether the domestic industry is materially injured by reason of subject imports.

After conducting several different types of price analyses, we find similar or higher Canadian
prices, rising U.S. prices, and declining U.S. costs, leading us to conclude that there is not significant
underselling, price depression, or price suppression. While the condition of the domestic industry
fluctuated over the period examined, and reflected steep declines in output and employment as a result of
declining yields and drought-induced reductions in harvested acres, we do not find that subject imports
from Canada contributed materially to these circumstances. In light of our findings with respect to
volume and price, we conclude that the impact of subject imports on the domestic industry, based on the
record before uvs, is not significant.

We also considered whether subject imports pose a threat of material injury to the domestic
industry producing HRS wheat in the imminent future. As adverse weather conditions recede, Canadian
production and exports to the United States of HRS wheat are projected to recover in marketing year
2003/04; however, even with the increase, exports to the United States will be below the observed levels
in marketing years 2000/01 and 2001/02. Canada has export commitments elsewhere and domestic
consumption requirements as well. In addition, HRS wheat stocks on both sides of the border are low.
Currently, prices remain near their highest levels over the period examined and USDA has projected an
increase in overall wheat prices of $0.30 per bushel for marketing year 2003/04. We therefore conclude
that subject imports do not pose a threat of material injury to the domestic industry producing HRS wheat
in the imminent future.

IL. NO MATERIAL INJURY BY REASON OF HRS WHEAT FROM CANADA THAT IS
SUBSIDIZED AND SOLD AT LESS THAN FAIR VALUE

In the final phase of antidumping and countervailing duty investigations, the Commission
determines whether an industry in the United States is materially injured by reason of the imports under
investigation.*”! In making this determination, the Commission must consider the volume of imports,
their effect on prices for the domestic like product, and their impact on domestic producers of the
domestic like product, but only in the context of U.S. production operations.*”® The statute defines
“material injury” as “harm which is not inconsequential, immaterial, or unimportant.” In assessing
whether the domestic industry is materially injured by reason of subject imports, we consider all relevant
economic factors that bear on the state of the industry in the United States.* No single factor is
dispositive, and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”*®

For the reasons discussed below, we determine that the domestic industry producing HRS wheat
is not materially injured by reason of subject imports from Canada found to be subsidized and sold at
LTFV.

019 U.8.C. §§ 1671d(b) and 1673d(b).

19 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shalt “identify each {such] factor . . . [a]nd explain in full its relevance to the determination.”
19 U.S.C. § 1677(7)(B). See also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998},

03 19 1J.8.C. § 167T(TH{A).

0419 U.S.C. § 1677(THC)(ii).

05 1d.
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A. Conditions of Competition

As we noted in the Views of the Commission, many conditions of competition pertain both to the
domestic HRS wheat and durum wheat industries, although various distinctions are noted. We identify
below the competitive conditions which are most pertinent to our analysis.

Dernand for HRS wheat is derived primarily from demand for bread and other bakery products,
where it can face a potential substitute product in BRW wheat, and secondarily from demand for seed,

- and animal feed and residual uses, where it can face competition from other agricultural products. Per
capita U.S. consumption of wheat flour fell sharply between 2000 and 2002, and apparent U.S.
consumption of HRS wheat exhibited a similar declining trend over the period examined.

U.S. supply primarily reflects U.S. production, plus available imports of HRS wheat from
Canada and U.S. stocks. U.S. production, in turn, reflects the harvested acreage devoted to HRS wheat
and yields, both of which can be, and in fact were in marketing vear 2002/03, influenced by weather
conditions, in this case, a significant drought. In addition, approximately one-half of total grower
shipments of HRS wheat are eventually exported by downstream purchasers.

HRS wheat is a widely traded commodity. The Minneapolis Grain Exchange (MGE), with a
cash market, futures market, and an options market, is the primary source of information regarding prices
of HRS wheat. Domestic producers, however, often sell their product to local grain elevators and are
considered to be price takers, as farm receipts largely reflect price trends at the MGE. Subject imports of
HRS wheat enter the U.S. market at a level] of trade that is downstream from sales by domestic producers,
selling to large milling firms that also purchase grain from local grain elevators. Many of the milling
firms are multinational and are largely responsible for the export of substantial volumes of U.S.-grown
HRS wheat.

HRS wheat grown in the United States and in Canada are largely interchangeable, though some
purchasers consider Canadian HRS wheat to be superior in terms of dockage. Although price, quality
(including protein content), and availability are all important considerations, there is no clear price leader
in the 10.S8. HRS wheat market. Most purchasers reported that HRS wheat grown in Canada and the
United States were comparable in terms of spot and forward prices. While forward contracting is viewed
as very important by purchasers, Canadian HRS wheat is not considered to be systematically superior in
terms of either availability or pricing of forward contacts. Protein over-delivery, and upward adjustment
of prices, were common in sales of domestic HRS wheat as well as in sales of subject imports.**

B. Yolume of the Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall consider whether the
volume of imports of the merchandise, or any increase in that volume, either in absolute terms or relative
to production or consumption in the United States, is significant.”"”’

While the volume of subject imports increased by 11.3 percent between marketing year 2000/01
and marketing year 2001/02 to 46 million bushels, the volume of subject imports from Canada decreased
by 74.5 percent over the period examined, from 41 million bushels in marketing year 2000/01 to 11
million bushels in marketing year 2002/03.“® Volume relative to U.S. production fell from 8.3 percent in

406 CR and PR at Table V-2.

W 19 US.C. § 16TH{T(THA).

8 We observe that the decline in U.S. imports of HRS wheat from Canada in marketing vear 2002/03 is
consistent with the significantly lower produclion volumes in Canada in marketing year 2002/03. CR and PR at
Table VII-2. The decline in U.S. imports of HRS wheat from Canada in marketing year 2002/03 also is consistent
with the lower level of exports from Canada in marketing year 2002/03, reflecting diminished exports to both the

{continued...)
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marketing year 2000/01 to 3.0 percent in marketing year 2002/03, after rising to 9.7 percent in marketing
year 2001/02. Volume relative to apparent U.S. consumption, excluding exports, was 12.8 percent, 15.9
percent, and 5.8 percent in marketing years 2000/01, 2001/02, and 2002/03, respectively.*® Volume
relative to apparent U.S. consumption, including exports, was 7.5 percent, 9.1 percent, and 2.4 percent in
marketing years 2000/01, 2001/02, and 2002/03, respectively.*"®

Despite the moderate increase in volume in absolute terms relative to domestic production and
consumption in marketing year 2001/02, the record does not indicate that subject imports gained
significant market share at the expense of U.S. producers. Moreover, as a result of the marked decline in
subject imports in marketing year 2002/03, volume in absolute and relative terms in the last year of the
period examined decreased to very low levels.

Based on the above, we find that the volume of subject imports in absolute terms and relative to
production and consumption in the United States is not significant.*'*

C. Price Effects of the Subject Imports

Section 771(7}C)ii) of the Act provides that, in evaluating the price effects of the subject
imports, the Commission shall consider whether —

(I) there has been significant price underselling by the imported merchandise as
compared with the price of domestic like products of the United States, and

48 (_.continued)

United States and to all other markets. CR and PR at Table VII-2. Moreover, monthly export data compiled by the
Canadian Grain Commission indicate that exports of HRS wheat from Canada to the United States and to other
markets declined irregularly throughout 2002 and into 2003. Staff Work Papers, October 2, 2003, Table 1. Finally,
U.S. imports of HRS wheat from Canada began to fall on a monthly basis (comparing 2002 to 2001 and 2000} as
early as April 2002, significantly in advance of the filing of the petition. First Staff Work Papers, October 2, 2003,
Table A. Our analysis of these data lead us to conclude that changes in the volume of the subject imports are not
clearly related 1o the pendency of the investigations, and we therefore do not reduce the weight accorded 1o subject
import data for marketing year 2002/03. Indeed, discounting the final year of the three year period for which data
were collected does not, in our view, provide us with a sufficient basis for analyzing fully the volume, price, impact,
and likely threat posed by the subject imports.

*? CR and PR at Table C-2.

“%CR and PR at Table C-2A.

#1l The petitioners assert that the subject wheats are incontrovertibly commodity products and that the Canadian
and U.S. products are interchangeable and substitutable one for another. Petitioners’ Prehearing Brief at 2.
Subsequently, at the Commission’s hearing they argued that regardless of changes in market share by the subject
imports in any particular year, the mere presence of dumped or subsidized imports must come at the expense of
competing interchangeable U.S. products. Hearing Tr. at 91 (Wechsler). We reject the assertion here, that with
respect to this commodity product the mere presence of subject imports is sufficient to demonstrate material injury
by reason of subject imports. '

The statute directs the Commission, inter alia, to consider volume of imports of merchandise, the effect of
such imports on prices of like products in the U.S. and the impact of such imperts on domestic producers. 19 U.S.C.
1677(7)B)(1). As the CIT noted in Iwatsu Eiectric Co. v. United States (758 F. Supp. 1506, 1512-13 (Ct. Int’]
Trade 1991}, “The court cannot envision a case in which causation could be proved by volume alone. If thatis a
theoretical possibility, it is not a theory which was invoked by the ITC. The TTC relied on both volume and price
data and its conclusions as to each will be reviewed.”). See also USX v. United States, 11 CIT 82,85, 655 F. Supp.
487,460 (1987) wherein the CIT held that “Congress, this court and the ITC itself have repeatedly recognized that it
is the significance of the quantity of imports, and not simply the absolute volume alone, that must guide the ITC’s
analysis under section 1677(7)” {emphasis in original}. ' :
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(IT) the effect of imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have occurred, to a significant
degree.*?

As noted in our discussion of the relevant conditions of competition, the record in these
mvestlgatlons indicates that HRS wheat is a commodity-like product, sold by grade. Most sales are by
contracts of varying duration, but nearly one-third of sales are on the spot market.*

Purchasers of HRS wheat ranked price, quality, and consistency as the most important factors
used in purchasing decisions.*" Interchangeability between U.S.-grown and subject HRS wheat is high,
but purchasers generally ranked the domestic product inferior to HRS wheat from Canada in dockage.*"
Although demand for HRS wheat is characterized as relatively price inelastic, such that changes in price
do not substantially change the quantity demanded,*'® HRS wheat faces competition from large volumes
of HRW wheat which is used interchangeably with HRS wheat in many applications.*’ Indeed, prices
for HRS wheat and for HRW wheat exhibited very similar trends over the period examined, despite the
near absence of imports of HRW wheat from Canada or any other import supply source.”’® Prices for
both types of wheat rose from lows in early marketing year 2000/01 to initial peaks late in marketing year
2000/01, fluctuated in marketing year 2001/02, then rose to their highest levels in marketin g year
2002/03.47

The Commission collected pricing data for HRS wheat on a number of different bases.
Conventional price comparisons were measured based on the weighted average delivered prices of
purchases of U.S.-grown and Canadian number 1 and number 2 HRS wheat. As petitioners and
respondents both pointed out, however, conventional price comparisons based on purchaser data do not
take into account important factors such as transportation costs.**® Therefore, in addition to assessing
conventional price comparisons, to account for differences in transportation costs, the Commission also
collected and presented plant/company-specific purchase price data as well as state-specific price data
based on deliveries within the State of Minnesota.*”! * Finally, the Commission utilized a statistical

219 U.8.C. § 1677(THC)G).

43 CR at V-8, PR at V-6; CR and PR at Table V-3.

4 CR and PR at Table II-8.

45 CR at II-27, PR at II-19 (purchasers report that wheat grown in Canada and the United States are used in the
same applications); CR and PR at Tables II-14 (5 purchasers find domestic HRS wheat inferior in dockage, 4 find it
comparable to Canadian HRS wheat, and 1 finds U.S. HRS wheat superior).

46 CR at 11-30, PR at I1-21.

47 Between marketing year 2000/01 and marketing year 2002/03, the quantity of domestic production of HRW
wheat was 1.7 times that of domestic production of HRS wheat, and 22.7 times the quantity of U.S. imports of HRS
wheat from Canada. CR and PR at Table II1-6 (domestic production of HRW wheat and HRS wheat) and Table IV-
2 (U.S. imports of HRS wheat from Canada).

¥ 11.S. imports of HRW wheat from Canada account for less than one percent of apparent U.S. consumption of
HRW wheat. CR and PR at Table C-3 (excluding exports) and Table C-3A (including exports).

“? CR and PR at Figure V-2; First Staff Work Papers, October 2, 2003, Table C.

“0 See, e.g., Hearing Transcript at 84-85 (testimony of Andrew Wechsler); Hearing Transcript at 226 (testimony
of Richard Cunningham); Petitioners’ Prehearing Brief at 98-103; CWB’s Prehearing Brief at 59-63; and NAMA’s
Prehearing Brief at 28.

1 CR at V-15 and V-22-23, PR at V-10 and V-12-13,

22 The Commission compared prices based on contract date as opposed to delivery date, based on data collected
in questionnaires that were reviewed by the parties. In the responses to the Commission’s questionnaire, pricing data
based on contract dates were reported in a uniform and consistent manner. In contrast, data based on delivery dates
were inconsistent and not uniform. Therefore, although we have considered arguments in favor of price data based

(continued...)
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approach to incorporate the effects of additional important attributes such as dockage, protein content,
vitreous kernel content, and test weight, on prices.*”® Because the refinements in the plant/company-
specific, Minnesota-wide, and statistical analyses allow us to take into account multiple factors that
directly impact price comparisons, we have placed relatively greater weight on these forms of analysis
than on conventional price comparisons.

To address concerns regarding the comparability of prices by taking into account transportation
costs, the Commission compared prices at specific plants that purchased comparable grades of wheat
grown in Canada and in the United States. These data provided mixed evidence of underselling. Prices
for Canadian number 1 and number 2 HRS wheat were lower than prices for U.S.-grown number 1 and
number 2 HRS wheat in 5 of 9 and 9 of 15 possible comparisons, respectively, between June 2000 and
August 2002, Subsequent to August 2002, there were no reported purchase prices for Canadian number
1 and number 2 HRS wheat. In total, HRS wheat from Canada was priced below U.S.-grown wheat in 14
of 24 comparisons (58 percent of comparisons).*?*

The Commission also compared delivered prices on a Minnesota-wide basis, whlch again,
continued to provide mixed evidence of underselling. Prices for Canadian number 1 and number 2 HRS
wheat were lower than prices for U.S.-grown number 1 and number 2 HRS wheat in 8 of 15 and 6 of 16
possible comparisons, respectively, between June 2000 and August 2002. Subsequent to August 2002,
there were no reported purchase prices for Canadian number 1 and number 2 HRS wheat. In total, HRS
wheat from Canada was priced below U.S.-grown wheat in 14 of 31 comparisons (45 percent of

comparisons).*?
' Even using conventional price comparisons, evidence of underselling was mixed. Prices for
Canadian number 1 and number 2 HRS wheat were lower than prices for U.S.-grown number 1 and
number 2 HRS wheat in 10 of 18 and 18 of 22 months, respectively, between June 2000 and August
2002. Subsequent to August 2002, there were no reported purchase prices for Canadian number 1 and
number 2 HRS wheat. In total, out of 72 potential monthly observations, price comparisons were
possible in 40 instances (56 percent of observations); HRS wheat from Canada was priced below U.S.-
grown wheat in 28 of those 40 comparisons (70 percent of comparisons).**¢

Finally, to incorporate the effects on prices of dockage, protein content, vitreous kernel content,
test weight, and mill location, the Commission statistically analyzed prices for HRS wheat. Based on
219 usable observations, the estimated mean of Canadian number 1 HRS wheat, controlling for the
effects of these factors, was $146.35 per metric ton, slightly higher but not statistically different than the
estimated mean of $146.07 for U.S.-grown number 1 HRS wheat. Based on 188 usable observations, the
estimated mean of Canadian number 2 HRS wheat was $146.90 per metric ton, higher than the estimated
mean of $141.50 for U.S.-grown number 2 HRS wheat. Thus, the estimated mean price of U.S. HRS
wheat was either lower but not statistically different than, or statistically less than, the estimated mean
price of comparably graded HRS wheat from Canada.*”’

Based on the record in these investigations, there has been no underselling by conventional
measurements since August 2002, no underselling on a plant/company-specific basis since January 2002,

2% continued)
on delivery dates (see, e.g., Petitioners” Posthearing Brief at 4), we view price data based on contact dates as sound
evidence to evaluate the sigmficance of any price effects.

2 CR at E-3, PR at E-3.

4 CR at V-22-23, PR at V-12-13; see also CR and PR at Tables V-13 and V-15.

2% CR and PR at Tables V-12 and V-15.

4§ CR and PR at Tables V-6 and V-7.

7 CR at E-7-9, PR at E-6-7. Location, protein level, dockage, and weight were found to be significant
determinants of price for No. | HRS wheat. Location and protein level were found to be significant determinants of
price for No. 2 HRS wheat. Id.
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and no underselling on a Minnesota-wide basis since August 2002. Moreover, evidence of underselling
was mixed even during the earlier portions of the period examined. Finally, statistical analysis evidences
that mean prices for HRS wheat from Canada were higher than mean prices for comparable U.S.-grown
HRS wheat during the portion of the period examined when direct price comparisons were possible.
Therefore, having considered fully the concerns of the parties with respect to price comparability for
HRS wheat grown in the United States and in Canada, we find that there has not been significant price
underselling by the imported merchandise as compared with the price of domestic like products of the
United States.

While evidence of underselling by HRS wheat from Canada was at most mixed,*”® pricing data
and other record information do not show price depression or suppression. Rather, pricing data indicate
that prices for HRS wheat increased over the period examined. U.S. prices for grades 1 and 2 HRS wheat
fluctuated in marketing years 2000/01 and 2001/02, reaching period lows in August 2000 and highs for
the first two marketing years in January and March 2001, respectively.*”® By August 2002, however,
U.S. prices for HRS wheat began to rise sharply, and remained at high levels throughout the remainder of
the period examined, despite softening somewhat in the last half of the marketing year.**® Moreover, it is
significant that monthly prices were higher in 19 of 22 possible product/month combinations in
marketing year 2002/03 than in the same months in marketing years 2000/01 and 2001/02.**" This
finding is consistent with other domestic product data on the record. On an annual basis, the average unit
values of U.S. HRS wheat reported by purchasers rose from $132.44 per metric ton in marketing year
2000/01 to $144.11 in marketing year 2001/02 and to $157.23 in marketing year 2002/03.42 U.S,
farmers’ prices for HRS wheat were stable overall between marketing year 2000/01 and 2001/02,
declining only slightly on an annual basis from $2.94 per bushel to $2.89 per bushel, before rising
sharply in marketing year 2002/03 to $3.84 per bushel.*” Based on this record of fluctuating prices early
in the period examined, followed by price increases and generally high price levels in marketing year

8 All 13 responding purchasers indicated that there is no price leader for the U.S. HRS wheat market in the
United States. CR at V-5, PR at V-3. Most purchasers reported that HRS wheat grown in Canada and in the United
States were comparable in terms of spot and forward prices (8 and 7 purchasers, respectively), although a minority
identified U.S. prices as lower (2 each for spot and forward prices), and a single purchaser identified Canadian
forward prices as being lower. CR and PR at Table II-14. We note that forward contracting is viewed as very
important by purchasers (CR and PR at Table II-11), but Canadian HRS wheat is not considered to be systematicaily
superior in terms of either availability or pricing of forward contacts. In short, the availability of forward contracting
of HRS wheat from Canada does not translate into price leadership or a direct price effect.

“¥ CR and PR at Tables V-6 and V-7.

439 CR and PR at Tables V-6 and V-7. Similar trends are observable based on plant/company-specific and
Minnesota-wide price data (lowest U.S. prices early in marketing year 2000/01, initial price peaks in mid-to-late
marketing year 2000/01, a substantial increase in prices in early-to-mid marketing year 2002/03, with continued high
prices despite some softening later in the marketing year). CR and PR at Tables V-12 through V-13.

1 These comparisons are based on the Commission’s most complete price series for weighted average delivered
prices. CR and PR at Tables V-6 and V-7. Other price comparisons yield consistent results, however. Based on
plant/company-specific comparisons, U.S. HRS wheat prices were higher in 13 of 14 possible product-specific
comparisons in marketing year 2002/03 than in the same months in marketing year 2000/01 and/or 2001/02. CR and
PR at Tables V-13 and V-14. Likewise, on a Minnesota-wide basis, U.S. HRS wheat prices were higher in 19 of 21
possible product-specific comparisons in marketing year 2002/03 than in the same months in marketing year 2000/01
and/or 2001/02. CR and PR at Tables V-12 and V-15.

#2 CR and PR at Table IF-3.

33 First Staff Work Paper, October 2, 2003, Table B. As with the purchaser price data examined above, prices
received by U.S. farmers were at their lowest early in the period examined, in August - September 2000, and at their
highest in September - December 2002. First Staff Work Paper, October 2, 2003, Table C.
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2002/03, we conclude that subject imports of HRS wheat from Canada have not depressed prices for the
domestic like product to a significant degree.

Further, we have considered whether subject imports have prevented price increases, which
otherwise would have occurred, to a si gnificant degree. The record in these investigations, however,
does not indicate a pattern of rising costs that might suggest the existence of a “cost-price squeeze”
caused by the subject imports. To the contrary, total direct and overhead expenses declined by up to 8.5
percent for owned, cash-rented, and share-rented farms in North Dakota between 2000 and 2002. A
similar declining trend in expenses of up to 8.7 percent was evident in Minnesota and in South Dakota.**®

Finally, given the nature of price competition in these markets, we do not view the absence of
lost sales or lost revenues allegations in the petition as meaningful to our analysis of the significance of
any price effects attributable to the subject imports of HRS wheat from Canada.**®

Respondents have argued that the law of one price (that is, the tendency for prices for a
commaodity to equalize across markets after accounting for transportation costs) holds for durum wheat
and HRS wheat.*” Petitioners, in contrast, argue that diverse national markets for durum wheat and HRS
wheat are not unified.””® We note that there is some published support for the law of one price in world
wheat markets, after taking into account transaction costs, transportation costs, and perhaps a period of
adjustment.*® We also observe that the United States is the world’s largest exporter of wheat,* and that
both the United States and Canada export substantial volumes of durum wheat and HRS wheat in
addition to consumption in their respective home markets.**' While we note the distinct linkages
between the U.S. durum wheat and HRS wheat markets and foreign markets for these products, our
determinations in these investigations are based on our evaluation of the record in light of the
Commission’s statutory obligations, and do not rest on the applicability of the law of one price.

The record in these investigations indicates that underselling by HRS wheat from Canada is not
significant. Likewise, the record in these investigations indicates overall rising U.S. prices and declining
costs, leading us to conclude that subject imports have not depressed prices to a significant degree or
prevented price increases, which otherwise would have occurred, to a significant degree. Therefore, we
find that the price effects of the subject imports are not significant.*?

** Total and direct overhead expenses declined from $97.66 per acre in 2000 to $96.36 per acre in 2002 for
owned farms; from $113.65 to $110.20 for cash-rented farms; and from $76.62 to $70.09 for share-rented farms. CR
and PR at Table VI-4.

% Total and direct overhead expenses declined from $136.75 per acre in 2000 to $126.22 per acre in 2002 for
owned farms in Minnesota, and from $154.73 1o $144.92 for cash-rented farms. CR and PR at Table VI-5. Total
and direct overhead expenses declined from $131.30 per acre in 2000 to $119.93 per acre in 2002 for farms in South
Dakota. CR and PR at Table VI-6.

46 See Petition at 39-60.

*7 CWB’s Prehearing Brief at exhibit 20 and CWB’s Posthearing Brief at 9 and exhibit 4 (pages 17-19).

438 Petitioners’ Posthearing Brief at 8-9 and attachment 2.

¥ CRatV-7,PRat V-5.

¥ CR atII-7, PR at II-5. :

*1 CR and PR at Table III-7 (U.S. shipments and U.S. exports of durum wheat and HRS wheat); CR and PR at
VII-1 (Canadian home market and export shipments of durum wheat); and CR and PR at VII-2 (Canadian home
market and export shipments of HRS wheat).

*2 Commission Staff did not present a formal economic model in these investigations, but rather summarized
certain possible outcomes resulting from the imposition of duties on subject imports. Staff found that a reduction in
imports would result in a greater price effect than quantity effect; in essence, characterizing demand for U.S, wheat
as highly inelastic. CR at I[-31, PR at 11-21-22. 'We have considered the possible outcomes reviewed by Staff, and
based on the record as a whole and for the reasons discussed in this section of our Dissenting Views, we do not
conclude that any negative price effects attributable to subject imports and subject to remedy under the statute rises

{continued...)
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D. Impact of the Subject Imports

In examining the impact of the subject imports on the domestic industry, we consider all relevant
economic factors that bear on the state of the industry in the United States.*** These factors include
output, sales, inventories, capacity utilization, market share, employment, wages, productivity, profits,
cash flow, return on investment, ability to raise capital, and research and development. No single factor
is dispositive and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”** #

At the outset, we note that agricultural cases in general can pose unique analytical challenges,
and these investigations are no exception. In some instances, available data do not align perfectly with
the statute. Capacity, for example, is only imperfectly approximated by acreage, and capacity utilization
is not truly applicable in cases such as these where harvest and yields can fluctuate dramatically in
response to weather conditions. Similarly, research and development is not always conducted primarily
by growers, but instead may reflect the efforts of third parties, such as land grant universities. In these
investigations, we have analyzed output, shipment, and inventory data, formal employment data (i.e.,
limited to hired labor), and data on costs, expenses and returns in major HRS wheat-producing states.
We consider the data that the Commission has collected and that we have analyzed to be sufficient to.
address the statutory criteria presented above, although we have had to combine our analysis of certain
criteria (e.g., by consolidating employment considerations and profitability/investment considerations).

Despite increases in the planted acreage devoted to HRS wheat in the United States, the domestic
industry’s output decreased over the period examined, declining from 502 million bushels in marketing
year 2000/01 to 476 million bushels in marketing year 2001/02 and to 357 million bushels in marketing
year 2002/03.4*¢ In large measure, the modest decline in output between marketing year 2000/01 and
marketing year 2001/02 reflected diminished yields, while the substantial decrease in output between
marketing year 2001/02 and marketing year 2002/03 reflected the impact of a major drought, resulting in
both a steep decline in yields and a reduction in the acreage harvested in the United States.**’ Inventories
fluctuated, rising from 194 million bushels in marketing year 2000/01 to 210 million bushels in
marketing year 2001/02, but then decreased to the lowest level during the period examined, 141 million
bushels, in marketing year 2002/03.%¢

42 (_continued)
to a significant level.

19 US.C. § 1677(7NC)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.™)

19 US.C. § 1677(THC)(ii); see also SAA at 851 and 885; Live Cattle from Canada and Mexico, Invs. Nos.
701-TA-386 and 731-TA-812-8E3 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25 n.148.

5 The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. 19 U.8.C. § 1677(N(C)(iii} V). Commerce
determined the weighted average antidumping margins on subject HRS wheat from Canada to be 8.87 percent ad
valorem. 68 Fed. Reg. 52741, 52744 (Sept. 5, 2003). We also note that Commerce determined the total estimated
net subsidy rate for HRS wheat from Canada to be 5.29 percent. 68 Fed. Reg. 52747, 52749 (September 3, 2003),

“6 CR and PR at Table I11-6.

“7TCR atI1-1, PR at II-1. Qutput declined by 29.0 percent during the period examined. Yields fell from 37.0
bushels per acre harvested in marketing year 2000/01 to 34.6 bushels per acre in marketing year 2001/02, offsetting
an increase in acreage harvested of 200,000 acres. In marketing year 2002/03, harvested acreage fell by 1.2 million
acres and yields declined substantially, to 28.2 bushels per acre. CR and PR at Table II1-6.

“% CR and PR at Table III-8.
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Similarly, sales of HRS wheat declined throughout the period examined, matching the overall
decline in output by the domestic industry. The domestic industry’s total shipments decreased from 509
million bushels in marketing year 2000/01 to 460 million bushels in marketing year 2001/02 and to 425
million bushels in marketing year 2002/03.*** U.S. shipments of HRS wheat produced in the United
States decreased from 282 million bushels in marketing year 2000/01 to 244 million bushels in marketing
year 2001/02 and to 171 million bushels in marketing year 2002/03.** The domestic industry’s market
share, based on U.S. shipments of domestic HRS wheat, was 87.2 percent in marketing year 2000/01 and
84.1 percent in marketing year 2001/02, but then increased to 94.2 percent, the highest level during the
period examined, in marketing year 2002/03.4°! Likewise, the domestic industry’s market share, based on
total shipments of domestic HRS wheat, was 92.5 percent in marketing year 2000/01 and 90.9 percent in
marketing year 2001/02, but then increased to 97.6 percent, the highest level during the period examined,
in marketing year 2002/03.%2

Employment data are limited to hired labor and are largely extrapolated from existing data
compiled by the States of Minnesota, North Dakota, and South Dakota. Wages paid to hired labor fell
between 2000 and 2002 for all three states, decreasing from $8.0 million to $3.7 million in Minnesota,
from $20.5 million to $16.7 million in North Dakota, and from $10.5 million to $7.0 million in South
Dakota.** These declines reflected both reductions in harvested acreage and, with the exception of
South Dakota, reduced labor costs per acre harvested.*** Productivity can be measured only indirectly
through a comparison of wages and production. Nonetheless, the clear decline in productivity between
marketing year 2000/01 and marketing year 2002/03 (as reflected by the increase in labor cost per
bushel) in all three states is consistent with the drought-related reduction in HRS wheat yields.***

Domestic HRS wheat growers on owned, cash-rented, and share-rented farms in Minnesota,
North Dakota, and South Dakota generated positive net returns (without government payments) in
2000.*° In contrast, in 2001, net returns per acre declined to breakeven or below for domestic HRS

¥ CR and PR at Table ITI-7. We focus on the quantity of total shipments as the nearest equivalent to sales
volume. Financial data on net sates are unavailable from USDA, as are data quantifying the value of total shipments.
Similarly, capacity utilization is not adequately captured in the data available from USDA. See CR at III-8 and n.10,
PR at ITI-8 and n.10.

%9 CR and PR at Table III-7. The concept of “U.S. shipments,” as opposed to export shipments, is of mixed
usefulness in these investigations, as the U.S. growers that constitute the domestic industry sell much of their
production o grain elevators and generally do not directly export HRS wheat. CR at I-11, PR at I-8; Hearing
Transcript at 10} (testimony of Harlan Klein); Petition at 59-60; CWB's Prehearing Brief at 4-5 and CWB's
Posthearing Brief at 5-6.

#! CR and PR at Table I1V-10.

%2 CR and PR at Table C-2A.

43 CR and PR at Table IIl-11 (Minnesoia), Table III-i2 {(North Dakota}, and Table III-13 {South Dakota).

4% CR and PR at Table ITI-11 (Minnesota), Table ITT-12 (North Dakota), and Table ITI-13 (South Dakota).

3 Between marketing year 2000/01 and marketing year 2002/03, labor costs rose from $0.08 to $0.09 per bushel
in Minnesota, from $0.09 to $0.10 in North Dakota, and from $0.17 to $0.29 in South Dakota. CR and PR at Table
IM-11 {(Minnesota), Table ITE-12 (North Dakota), and Table IT1-13 (South Dakota).

%6 Owned farms in North Dakota generated net returns of $26.23 per harvested acre of HRS wheat in 2000, while
cash-rented farms generated net returns of $9.35 per acre and share owned farms generated net returns of $1.36 per
acre. Owned farms in Minnesota generated net returns of $53.31 per harvested acre of HRS wheat in 2000, while
cash-rented farms generated net returns of $28.38 per acre. Farms in South Dakota generated net returns of $19.74
per harvested acre of HRS wheat in 2000. CR and PR at Table VI-4 {North Dakota), Table VI-5 (Minnesota), and
Table VI-6 (South Dakota).
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wheat growers in those States,*” as total product returns fell from peak levels**® and total direct and
overhead expenses increased.*™ Net returns recovered in 2002, however, as declining total product
returns (reflecting diminished yields due to drought conditions) were more than offset by increasing
miscellaneous income (including crop insurance) and declining expenses.”® As a result, with the
exception of cash-rented farms in Minnesota, domestic HRS wheat growers on owned, cash-rented, and
share-rented farms in Minnesota, North Dakota, and South Dakota generated positive net returns, albeit
usually but not always lower than in 2000.**

As discussed in the section of these Views entitled “Price Effects of the Subject Imports,”
increased price levels and declining costs over the period examined lead us to conclude that subject
imports have not contributed significantly to a “cost-price squeeze.” Even focusing on the limited period
of time in calendar year 2001 when total product returns decreased and total direct and overhead
expenses increased, import trends during this calendar year prevent us from attributing declining industry

performance to subject imports, which decreased in volume and increased in average unit value in
2001.%

7 Owned farms in North Dakota generated net returns of $0.08 per harvested acre of HRS wheat in 2001, while
cash-rented farms generated negative net returns of -$18.58 per acre and share owned farms generated negative net
returns of -$15.25 per acre. Owned farms in Minnesota generated negative net returns of -$8.38 per harvested acre
of HRS wheat in 2001, while cash-rented farms generated negative net returns of -$11.21 per acre. Farms in South
Dakota generated net returns of $0.05 per harvested acre of HRS wheat in 2001. CR and PR at Table VI-4 (North
Dakota), Table V1-5 (Minnesota}, and Table VI-6 (South Dakota).

“# Disaster/counter-cyclical and loan program payments declined markedly during this period. CR and PR at
Table II-2.

#? Owned farms in North Dakota saw total product returns fall from $118.53 to $100.87 and total direct and
overhead expenses rise from $97.66 to $104.35 per harvested acre of HRS wheat in 2001, while cash-rented farms
saw total product returns fall from $113.58 to $95.49 and total direct and overhead expenses rise from $113.65 to
$120.42 per acre and share owned farms saw total product returns fall from $73.98 to $64.59 and total direct and
overhead expenses rise from $76.62 to $82.12 per acre. Owned farms in Minnesota saw total product returns fall
from $187.65 to $127.57 and total direct and overhead expenses rise from $136.75 to $146.13 per harvested acre of
HRS wheat in 2001, while cash-rented farms saw total product returns fall from $179.63 to $134.79 and total direct
and overhead expenses rise from $154.73 to $160.44 per acre. Farms in South Dakota saw total product returns fall
from $144.32 to $131.00 per acre and total direct and overhead expenses rise from $131.30 to $135.64 per harvested
acre of HRS wheat in 2001. CR and PR at Table VI-4 (North Dakota), Table VI-5 (Minnesota), and Table VI-6
(South Dakota).

%0 Total product returns per acre decreased in 2002 for owned farms in North Dakota, increased for cash-rented
and share-rented farms in North Pakota, and decreased for farms in Minnesota and South Dakota. Miscellaneous
income per acre rose for North Dakota and Minnesota, but fell in South Dakota. Total direct and overhead expenses
fell for all forms of land tenure in all three states. CR and PR at Table VI-4 (North Dakota), Table VI-5
(Minnesota), and Table VI-6 (South Dakota).

“! Owned farms in North Dakota generated net returns of $15.05 per harvested acre of HRS wheat in 2002, while
cash-rented farms generated net returns of $5.80 per acre and share owned farms generated net returns of $8.71 per

-acre. Owned farms in Minnesota generated net returns of $6.96 per harvested acre of HRS wheat in 2002, while
cash-rented farms generated negative net returns of -$6.78 per acre. Farms in South Dakota generated net returns of
$6.71 per harvested acre of HRS wheat in 2002, CR and PR at Table VI-4 (North Dakota), Table VI-3 {Minnesota),
and Table VI-6 {South Dakota).

2 First Staff Work Papers, October 2, 2003, Table A. We rely on these unadjusted Commerce statistics for the
limited purpose of evaluating trends on a calendar year basis, since data adjusted according to USDA end use
certificates are not available on this basis.
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We also took into consideration any additional burden on govermment incoine or price suppott
programs relating to this agricultural product.*® On a per acre basis, government payments, including
decoupled payments under the Agricultural Market Transition Act and market loss assistance payments,
declined over the period examined.** In particular, we note that as a result of rising market prices, loan
program and disaster/countercyclical payments for all types of wheat were lower in 2001 than in 2000
and virtually disappeared in 2002 and 2003.*°

Based on the record in the final phase of these investigations, and in light of our analysis of the
significance of the volume, price effects, and impact of subsidized and LTFV sales of subject imports, we
determine that the HRS wheat industry in the United States is not materially injured by reason of imports
of the subject HRS wheat from Canada.**®

11k NO THREAT OF MATERIAL INJURY BY REASON OF HRS WHEAT FROM
CANADA THAT IS SUBSIDIZED AND SOLD AT LESS THAN FAIR VALUE

Section 771{7T)(F) of the Act directs the Commission to determine whether an industry in the
United States is threatened with material injury by reason of the subject imports by analyzing whether
“further dumped or subsidized imports are imminent and whether material injury by reason of imports
would occur unless an order is issued or a suspension agreement is accepted.”™® The Commission may
not make such a determination “on the basis of mere conjecture or supposition,” and considers the threat
factors “as a whole.”**® In making our determination, we have considered all factors that are relevant to
these investigations.*®® Based on an evaluation of the relevant statutory factors, we find that an industry

#3219 U.5.C. § 1677(T)(D).

44 CR and PR at Table VI-4 (North Dakota) and Table VI-5 (Minnesota).

46 CR at II-5, PR at II-3; CR and PR at Table 1I-2.

4% Both parties submitted economic models in their prehearing briefs and responded to requests for additional
information. Commission staff analyzed all information on the record regarding both modets. See CR at II-32 to II-
33 and App. E, PR at I1-22 and App. E. The Commission did not rely on the economic analyses provided by either
party in reaching its determinations in these investipations.

¥7 19 U0.S.C. § 1677d(b) and 1677(F)(F)(ii).

8 19 U.S.C. § 1677(T)(F)(ii). An affirmative threat determination must be based upon “positive evidence
tending to show an intention to increase the levels of importation.” Metallverken Nederland B.V. v. United States,
744 F. Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire Corp. v. United States, 590 F. Supp.
1273, 1280 (Ct. Int’l Trade 1984); see also Calabrian Corp. v. United States, 724 F. Supp. 377, 387-88 (Ct. Int’]
Trade 1992), citing H.R. Rep. No. 98-1156 at 174 (1984).

2 19 U.8.C. § 1677(7XF). The Commisston must consider, in addition to other relevant economic factors, the
following statutory factors in its threat analysis:

(I) if a countervailable subsidy is involved, such information as may be presented to it by the administering
authority as to the nature of the subsidy particularly as to whether the countervailable subsidy is a subsidy
described in Article 3 or 6.1 of the Subsidies Agreement and whether imports of the subject merchandise
are likely to increase, :

(II) any existing unused production capacity or imminent, substantial increase in production capacity in the
exporting country indicating the likelihood of substantiatly increased imports of the subject merchandise
into the United States, taking into account the availability of other export markets to absorb any additional
exports,

(III) a significant rate of increase of the volume or market penetration of imports of the subject merchandise
indicating the likelihood of substantially increased imports,

(IV) whether imports of the subject merchandise are entering at prices that are likely to have a significant
depressing or suppressing effect on domestic prices and are likely to increase demand for further imports,
(V) inventeries of the subject merchandise,

{continued..,)



in the United States is not threatened with material injury by reason of imports of HRS wheat from
Canada that are subsidized and sold in the United States at LTFV.*™

We conduct our analysis of threat of material injury with respect to the domestic industry for
HRS wheat only, and do not incorporate factors from other types of wheat to this analysis, with two
possible exceptions: data on end-of-the-year inventories and non-food consumption in Canada were
supplied by the CWB not on a disaggregated level individual to particular types of wheat, but rather for
all wheat. Accordingly, with regard to these data, we considered aggregated levels.

The United States did not account for the majority of the shipments of HRS wheat by the subject
Canadian producers during the period examined. The share of foreign producers’ shipments that was
exported to the United States was *** percent in 2000/01, and after increasing to *** percent in 2001/02,
fell noticeably to *** percent of Canadian shipments (excluding non-food Canadian consumption) in
2002/03.4! The share of Canadian shipments (excluding non-food Canadian consumption) that was
exported to all other markets also trended downward over the period examined from *** percent in
2000/01 to *** percent in 2002/03.*? As a result of the drought-related production declines and
attendant reductions in stock levels, the Canadian home market accounted for an increasing share of
Canadian shipments (excluding non-food Canadian consumption) during the period examined, reaching
#%% percent in 2002/03, compared to *** percent in 2000/01.4

There is not a significant rate of increase in the volume or market penetration of subject imports
indicating the likelihood of substantially increased imports in the imminent future. The share of
Canadian producers’ shipments of apparent U.S. consumption of HRS wheat declined significantly
during the period examined. Subject imports accounted for 5.8 percent of apparent U.S. domestic
consumption in the last marketing year of the period, down from 12.8 percent in the first marketing year
of the period examined.*’* If exports by downstream purchasers are inciuded as part of U.S.

49 (...continued)

(V] the potential for product-shifting if production facilities in the foreign country, which can be used to

preduce the subject merchandise, are currently being used to produce other products, '

{VII) in any investigation tunder this subtitle which involves imports of both a raw agricultural product

(within the meaning of paragraph (4)(EXiv)) and any product processed from such raw agricultural product,

the likelihood that there will be increased imports, by reason of product shifting, if there is an affirmative

determination by the Commission under section 1671d(b)(1) or 1673d(b)(1) of this title with respect to
either the raw agricultural product or the processed agricultural product (but not both),

(VIII) the actual and potential negative effects on the existing development and production efforts of the

domestic industry, including efforts to develop a derivative or more advanced version of the domestic like

product, and

(IX) any other demonstrable adverse trends that indicate the probability that there is likely to be

material injury by reason of imports (or sale for importation} of the subject merchandise (whether or not it is

actuatly being imported at the time).

Moreover, the Commission shall consider the threat factors “as a whole” in making its determination
“whether further dumped or subsidized imports are imminent and whether material injury by reason of imports would
occur” unless an order issues. In addition, the Commission must consider whether dumping findings or antidumping
remedies in markets of foreign countries against the same class of merchandise suggest a threat of material injury to
the domestic industry.

Factor VII is inapplicable to these investigations.

“70 In its notice of final affirmative countervailing duty determinations, Commerce did not provide any
information relevant to Factor I. 68 Fed. Reg. 52747 (Sept. 5, 2003).

4 CR and PR at Table VII-2.

2 CR and PR at Table VII-2.

47 CR and PR at Table VII-2.

“4 CR and PR at Table C-2.
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consumption, the share of Canadian producers’ shipments in apparent U.S. consumption declined from
7.5 percent in marketing year 2000/01 to 2.4 percent in marketing year 2002/03.47

We find that the reduction in exports to the United States from Canada to a low level in the last
year of the period examined contrasts with the levels in the previous two years. The decline in volume
was entirely consistent with lower production in Canada and an overall reduction in exports owing in
substantial part to drought conditions that affected both Canada and the United States. Absent forecasts
of a continuation of drought conditions in Canada and the United States, for purposes of evaluating the
likely threat posed to the domestic industry, we therefore do not view marketing year 2002/03 as
“typical.” Nonetheless, the record does not indicate that substantially increased imports of HRS wheat
from Canada in the imminent future are likely. The data show that Canadian production of HRS wheat is
projected to rebound in 2003/04. Canadian production is expected to increase by *** percent, from ***
bushels in 2002/03 to *** bushels in 2003/04; however the projected level of production is not expected
to meet the 2000/01 levels of *** bushels.*” In addition to lower production levels, Canadian stocks of
wheat are low relative to the levels that existed at the beginning of the period examined.*”” While stocks
are projected to increase *** from the 2002/03 level, in 2003/04 stocks are estimated to be *** percent
below the 2000/01 level.*™®-

Consequently, even with the projected increase in production and stock levels, Canadian exports
of HRS wheat to the United States are not expected to achieve even 2000/01 and 2001/02 marketing year
levels. As a share of the projected U.S. market in 2003/04 (including U.S. shipments of 205 million
bushels), Canadian exports (*** bushels) would account for only about *** percent, which is lower than
the share in the initial year of the period examined (12.8 percent).*”” Moreover, the record indicates that
there is no additional possibility of the release of any currently held inventories of Canadian HRS wheat
by U.S. importers, as these inventories were reported to have fallen to *** in the last year of the period
examined.**

We are mindful also that Canada has other export commitments and domestic consumption
requirements as well. Canada’s total exports as a share of total domestic production in 2003/04 (***
petcent) is projected below the shares in 2000/01 (*** percent) and 2001/02 (¥** percent), indicating
that lower stock levels are likely to constrain the exportation of Canadian output, both to the United
States and other third-country markets, in order to meet domestic demand requirements in Canada.

Canadian producers have the ability to product-shift to some extent (i.e., shift from producing
other crops to producing HRS wheat). Based on the projected production levels of HRS wheat in Canada
for 2003/04 (i.e., a lower level relative to the level in the beginning of the period examined), however,
the record indicates that significant product-shifting is not likely in the imminent future.

7 CR and PR at Table C-2A.

7% CR and PR at Table VII-2,

477 Petitioners assert that post-petition stock levels in Canada were high despite the drought and further assert that
the CWB chose to withhold stocks rather than exporting them to the United States. Petitioners’ Posthearing Brief at
3. In light of the steep decline in stocks, we do not find the Petitioners’ characterization of the stocks to be accurate,
In 2002/03, the CWB reported the lowest stock levels during the period examined. Stocks for all wheat fell
markedly from *** bushels in marketing year 2000/01 to *** bushels in marketing year 2002/03, representing a
nearly *** percent decline (CR and PR at Table VII-2.) Projected levels for 2003/04 are expected to reach
approximately *** bushels, which is well below the initial year of the pericd examined.

*% CR and PR at Table VII-2,

% See CR and PR at Table VII-2 and Table C-2. If calculated based on total shipments, the share of Canadian
preducers’ shipments is projected to be *** percent in marketing year 2003/04. See CR and PR at Table VII-2 and
Table C-2A. '

* CR and PR at Table VII-6.
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We also find no evidence in the record that subject HRS wheat is likely to enter the United States
at prices likely to have a significant depressing or suppressing effect on U.S. prices of HRS wheat.
Based on the record in these investigations, there has been no underselling since August 2002, and over
the period examined the estimated mean price of Canadian HRS wheat was found to be higher than that
of U.S. HRS wheat in the 1.S. market. Currently, prices of U.S. HRS wheat remain near their highest
levels over the period examined, and USDA has projected a $0.30 per bushel increase in overall wheat
prices for the 2003/04 marketing year.**! Further, there is no indication in the record of a likely and
imminent decline in the price of subject imports, particularly in light of the diminished stocks in both the
United States and in Canada.

The record does not indicate actual or potential negative effects on the existing development and
production efforts of the domestic industry. U.S. HRS wheat production and U.S. shipments are
expected to increase in 2003/04 relative to the last year of the period examined,” despite projected
increases in U.S. imports of HRS wheat from Canada. Additionally, with rising prices of HRS wheat
over the period examined and with projected further increases in prices of wheat, the financial condition
of the domestic industry is not likely to deteriorate.

We have considered whether there are any demonstrable adverse trends that indicate the
probability of likely material injury by reason of imports (or sale for importation) of the subject
merchandise (whether or not it is actually being imported at the time). In this regard, there are no known
dumping findings or antidumping remedies in third-country markets against the subject HRS wheat
imports.

Given the lack of likely volume and price effects of subject imports and the present condition of
the domestic industry, we find that material injury by reason of subject imports of HRS wheat from
Canada is not imminent.

Based on an evaluation of all relevant statutory factors, we do not find that further subsidized and
dumped subject imports from Canada are imminent or that material injury by reason of such imports
would occur absent antidumping and countervailing duty orders. Accordingly, we find that the HRS
wheat industry in the United States is not threatened with material injury by reason of subject imports
from Canada that Commerce found to be subsidized and sold in the United States at less than fair value.

CONCLUSION

For the foregoing reasons, we determine that an industry in the United States is neither materially
injured nor threatened with material injury by reason of imports of HRS wheat from Canada that are
subsidized and sold in the United States at less than fair value.

41 CR at I1-2, PR at II-1.
#2 R and PR at Table C-2.
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PART I: INTRODUCTION
BACKGROUND

These investigations result from a petition filed by counsel on behalf of the North Dakota Wheat
Commission (hard red spring wheat), Bismarck, ND; the Durum Growers Trade Action Committee
(durum wheat), Bismarck, ND; and the U.S. Durum Growers Association (durum wheat), Bismarck, ND
on September 13, 2002, alleging that an industry in the United States is materially injured and threatened
with material injury by reason of subsidized and less-than-fair-value (LTFV) imports of durum and hard
red spring wheat' from Canada. Information relating to the background of the investigations is provided
below.?

Date Action

September 13, 2002 . Petition filed with Commerce and the Commission; institution of Commission
investigations (67 FR 60256, September 25, 2002)

October 29, 2002 ... Commerce’s notices of initiation (67 FR 65947 (antidumping) and 67 FR 63951
{countervailing duty))

November 25,2002 . Commission’s preliminary determinations transmitted to Commerce

March 10,2003 .... Commerce’s preliminary countervailing duty determinations and alignment of

final countervailing duty determinations with final antidumping duty
determinations (68 FR 11374)

May 8,2003 ....... Commerce’s preliminary antidumping duty determinations (68 FR 24707);
scheduling of final phase of Commission investigations (68 FR 28253, May
23, 2003)°

! For purposes of these investigations, durum wheat includes all varieties of durum wheat from Canada. This
includes, but is not limited to, a variety commonly referred to as Canada Western Amber Durum. Durum wheat is
provided for in subheading 1001.10.00 of the Harmonized Tariff Schedule of the United States (HTS) with a special
free rate of duty, applicable to NAFT A-eligible iports from Canada. For purposes of these investigations, hard red
spring wheat includes all varieties of hard red spring wheat from Canada. This includes, but is not limited to,
varieties commonly referred to as Canada Western Red Spring, Canada Western Extra Strong, and Canada Prairie
Spring Red. Hard red spring wheat is provided for in subheadings 1001.90.10 and 1001.90.20 of the HTS with a
special free rate of duty, applicable to eligible imports from Canada. Although the HT'S subheadings are provided
for convenience and custem purposes, the written description of the merchandise is dispositive. Where an importer
fails to claim a special duty rate or the article fails to meet North American Free Trade Agreement (NAFTA)
requirements, the general duty rate applies; these rates are 0.65 cent per kilogram for 1001.10.00, 2.8 percent ad
valorem for 1001.90.10, and 0.35 cent per kilogram for 1001.90.20.

? Federal Register notices for the Commission’s notice of scheduling, the Commission’s notice of revised
scheduling, Commerce’s final determinations, and Commerce’s notice of amended final determination on sales of
hard red spring wheat at less than fair value are presented in app. A.

3 Due to Commerce’s extension of its countervailing duty and antidumping determinations (68 FR 35381, June
13, 2003), the Commission revised its schedule effective June 19, 2003 {68 FR 38384, June 27, 2003).
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August 28, 2003 . ... Commerce’s final antidumping determinations (68 FR 52741, September 3,
2003)* and countervailing duty determinations (68 FR 52747, September 53,

2003)°
September 4, 2003 .. Commission’s hearing®
Qctober 3, 2003 .... Commission’s voie
October 16, 2003 ... Commission determinations sent to Commerce

SUMMARY DATA

Summaries of data collected in the investigations are presented in appendix C, tables C-1 to C-7,
and C-1A to C-7A. With respect to data presented in the body of this report, except as noted, U.S.
industry data are based on publicly available data concerning 1.S. production of durum, hard red spring,
and hard red winter wheat. U.S, imports of durum and hard red spring wheat from Canada are based on
end-use certificate data of the U.S. Department of Agriculture (USDA), and all other imports are based
on official Commerce statistics.” Past and projected U.S. industry and U.S. import data are presented for
the most recent three marketing years and marketing year 2003/04 to the extent such data are publicly
available.

PREVIOUS INVESTIGATIONS

The Commission has conducted a number of investigations on wheat and wheat products. In
1941, in an investigation under section 22 of the Agriculiural Adjustment Act of 1933 (inv. No. 22-3),
the U.S. Tariff Commission determined in effect that wheat and wheat flour fit for human consumption
were practically certain to be imported under such conditions and in such quantities as to interfere
materially with USDA price support programs for wheat. After reviewing the Commission’s findings, on
May 29, 1941, President Roosevelt issued Presidential Proclamation No. 2489 establishing, effective on
that date, absolute annual global import quotas of 800,000 bushels of wheat fit for human consumption
and 4 million pounds of milled wheat products fit for human consumption.® These quotas essentially
remained in effect through 1974, although they were modified three times to provide certain exemptions
in extenuating circumstances.’

* Commerce’s final dumping margins were, for durum wheat, 8.26 percent for the Canadian Wheat Board (CWB)
and all others, and for hard red spring wheat, 8.87 percent for the CWB and all others. Commerce subsequently
(after the Commission voted in these investigations)} slightly revised the final dumping margin for hard red spring
wheat to 8.86 percent for the CWB and all others (68 FR 57666, October 6, 2003).

* Commerce’s final countervailing duty rate is 5.29 perceat for both durum and hard red spring wheat, for the
CWB and all others.

¢ App. B contains a list of witnesses appearing at the hearing.

? App. C tables C-1 (durum wheat) and C-2 (hard red spring wheat) present data on imports from Canada based
on USDA end-use certificate data; table C-3 (hard red winter wheat) is based on official Comumerce statistics; and
table C-4 (hard red spring and hard red winter wheat combined) is a2 summation of tables C-2 plus C-3. Alternate
surnmaries of data in which imports are based only on official Commerce statistics are presented in app. C, tables C-
5 to C-7. In addition, summaries of data in which apparent U.S. consumption includes U.S. exports are presented in
app. C, tables C-1A to C-7A. Certain official USDA data are presented in app. D.

¥ These included wheat flour, semolina, crushed or cracked wheat, and similar products.

® These exceptions were made for distress shipments of experimental or seed wheat, for puchases by the War
Food Administrator, and for certain wheat flour used for religious and ritual purposes in Passover matzo production.
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Global quotas effective during this period were allocated among countries on the basis of average
annual U.S. imports of the covered products during the period 1929-40. Canada received 99.4 percent of
the quota for wheat and 95.4 percent of the quota for milled wheat products.

At the request of President Nixon, the Tariff Commission, in 1974, conducted an investigation
under section 22 of the Agricultural Adjustment Act of 1933 (inv. No. 22-38) on wheat and milled wheat
products.” The Commission recommended that the President issue a proclamation suspending the
import quotas on wheat and milled wheat products for a 1-year period, July 1, 1974, to June 30, 1975,
inclusive. The President adopted the Commission’s recommendation, and decided to suspend the quotas.
No action was taken to reinstate the quotas until 1994,

In 1990, the Commission conducted an investigation regarding durum wheat under section 332 of
the Tariff Act of 1930."

At the request of President Clinton, the Commission, in 1994, conducted an investigation under
section 22 of the Agricultural Adjustment Act of 1933 to determine whether wheat classified under HTS
heading 1001, wheat flour classified under HTS heading 1101, and semolina classified under HTS
subheading 1103.11.00 were being or practically certain to be imported into the United States under such
conditions or in such quantities as to render or tend to render ineffective, or materially interfere with, the
USDA’s price support, payment, and production adjustment program for wheat.”? The Commission
determined that imports had materially interfered with the U.S. wheat programs,’ and the President
imposed a tariff-rate quota on wheat, wheat flour, and semolina imports for the duration of marketing
year 1994/95.

At the request of the United States Trade Representative, the Commission, in 2001, conducted an
investigation under section 332 of the Tariff Act of 1930, concerning the conditions of competition
between U.S. and Canadian wheat in the United States, and in certain third country markets.'

THE PRODUCT

Wheat (genus Triticum), the seed of an annual cereal grass, is the leading food grain of the
temperate regions of the world; among U.S. grains, wheat ranks second only to com in terms of the value
of production. Wheat is generally categorized as “hard” or “‘soft” wheat on the basis of kernel
characteristics. Then, wheat varieties are distinguished depending on when the wheat is planted—spring
or fall. Spring wheat is sown in the spring as soon as the ground can be worked, and grows until
harvested in late summer and early fall. Winter wheat is sown in the fall and germinates before cold
weather halts growth. After lying dormant during the winter, the wheat plant resumes growth until
maturation, in the summer.

® Wheat and Milled Wheat Products, inv. No. 22-38, TC Pub. 675, May 1974.

Y Durum Wheat: Conditions of Competition between the U.S. and Canadian Industries, inv. No, 332-285,
USITC Pub. 2274, June 1990,

12 Wheat, Wheat Flour, and Semolina, inv. No. 22-54, USITC Pub. 2794, July 1994.

2 Chairman Watson, Vice Chairman Nuzum, and Commissioner Crawford dissented, finding that wheat, wheat
flour, and semolina were not being imported under such conditions and in such quantities as to render, or tend to
render, ingffective the USDA wheat program, and that the evidence of the recent impact of increased wheat imports,
which were concentrated in one region of the United States and two segments of the wheat market, could support the
President finding either material interference, or no material interference.

Y Wheat Trading Practices, inv. No. 332-429, USITC Pub. 3465, December 2001.
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The USDA recognizes eight classes of wheat in the United States: hard red winter, hard red
spring, durum, soft red winter, soft white, hard white, unclassed, and mixed wheat.”” For the 2002/03
marketing year, the USDA reported the composition of the U.S. wheat crop, as follows: ™

Wheat class Production volume Share
Million bushels Percent

Hard RedWinter................ 609 38
Hard Red Spring . . .............. 357 22
Soft RedWinter . ............... 332 21
White (Softand Hard) .. .......... 239 15
Durum . ... 79 5
Total .. .. ..., ... 1,616 100

Note.--Because of rounding, figures may not add to the totals shown.

Durum wheat is a hard wheat, grown mainly in the spring, and is generally milled into a coarser
meal (called semolina) rather than flour, though durum flour is an inevitable byproduct of semolina.
Semolina is used chiefly for making macaroni, spaghetti, vermicelli, and similar pasta products.
Typically, 100 pounds of durum wheat are milled into 64 pounds of semolina, 13 pounds of durum flour,
and 23 pounds of mill feed byproducts.”” Durum flour is used chiefly to make “short-cut” pasta products
such as shells or elbow macaroni, blended with non-durum bakery flour to make Middle Eastern flat
breads or used in breakfast cereals, desserts, and as a filler for pastries.'®

Hard wheat has a kemnel that is high in protein and gluten content. It is produced in areas with
hot summers and moderate rainfall. The flour made from hard wheat readily absorbs water and produces
an elastic and tenacious dough well-suited to commercial bread baking. Wheat cereal breakfast foods to
be prepared by the consumer, such as farina, are also generally made from hard wheat. The two principal
classes of hard wheat grown in the United States are hard red winter wheat and hard red spring wheat.
Hard white wheat is a hard wheat grown in small commercial volumes in the United States.

Soft wheat has a kernel relatively low in protein content, and is grown: in areas of abundant
rainfall and moderate temperature. The flour made from soft wheat is used primarily for baking cakes,
crackers, biscuits, and pastry. Prepared breakfast food, such as wheat flakes, are made from soft wheat.
Soft red winter wheat is the leading soft wheat, and soft white wheat the second-leading soft wheat.

The classes of hard red spring wheat, soft white wheat, and durum wheat are further divided into
subclasses.'® Bach USDA class and subclass is divided into five U.S. numerical grades and U.S. sample

13 Under the United States Grain Standards Act, as amended, 7 U.S.C. Part §10.2204, and 57 CFR 58966,
December 14, 1992.

16 USDA, Economic Research Service (ERS), Wheat Outlook, August 14, 2003, table 2. The marketing year
begins June 1.

1" Brendan J. Donnelly, “Pasta: raw material and processing,” Handbook of Cereal Science and Technology, ed.
K.J. Lorenz et al., 1991, p. 768.

'8 J.W. Dick, and R.R. Matsuo, “Durum wheat and pasta products,” Wheat Chemistry and Technology, vol. 11, Y.
Pomeranz, ed., American Association of Cereal Chemists, St. Paul, MN, 1988, pp. 515-518; and Brendan J.
Donnelly, “Pasta: raw materials and processing,” Handbook of Cereal Science and Technology, ed. K.J. Lorenz et
al., 1991, p. 768.

1% The three subclasses for durum wheat are: hard amber durum wheat (HAD?}, amber durum wheat, and durum
wheat. Hard red spring wheat subclasses are: dark northern spring wheat (DNS), northern spring wheat, and red
spring wheat. The three subclasses for soft white wheat are soft white wheat, white club wheat, and western white
wheat. UUSDA, Grain Inspection, Packers and Stockyards Administration, Federal Grain Inspection Service, Grain

{continued...)
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grade, with grade No. 1 being the highest quality and sample grade the lowest.*” The five USDA
numerical grades are distinguished by test weight per bushel, and the percentage of damaged kernels,
foreign material, shrunken and broken kernels, defects, and wheat of other classes.”

The USDA grading system does not preclude the introduction of new wheat varieties.
Consequently, there are a large number of varieties of wheat grown in the United States. In 2003 in the
United States for example, there were 47 different hard red spring varieties grown in North Dakota, the
leading one being the Alsen variety, comprising 37.4 percent of the 2003 North Dakota crop.™

The U.S. system can be contrasted to the restrictive Canadian grading system that has permitted
fewer than a dozen wheat varicties. The Canadian Government is very restrictive as to the introduction
of new wheat varieties, and as a resuit, 80 percent of Canadian Western Red Spring wheat comes from
seven wheat varieties.”> NAMA indicated that this tight regulation of wheat varieties in Canada is an
important consideration why U.S. millers may select hard red spring wheat from Canada.*® NAMA
indicated that the Alsen variety is an inferior product based upon the fact that Alsen variety wheat can be
grown in Canada, but must be marketed as “feed wheat™ at a substantially lower price than milling grade
wheat.”® Petitioners dispute that the Alsen hard red spring wheat is inferior simply because it was denied
registration in Canada, noting that Asian and European buyers, as well as U.S. millers, continue to buy
U.S. Alsen hard red spring wheat.”

Minimum protein content levels are typically specified in commercial contracts. Millers and
bakers usually need specific and constant protein levels, depending on their customers’ needs. The
protein level of wheat varies greatly depending on growing conditions.”” Flour millers frequently
purchase hard red spring wheat to blend with the lower-protein hard red winter wheat in order to achieve
the desired protein level. The price premium that millers pay (the “protein premium™) can be quite high
in years when crop protein Ievels are low. After receiving the wheat, millers typically perform their own
quality tests, and may blend wheats together before milling in order to meet customer specifications.

In 2002/03, total domestic consumption of wheat was 1,126 million bushels, of which the
principal uses were:*®

1% ¢...continued)
inspection Handbook 1I, Wheat, as obtained online on September 22, 2003,
htp:frwww.nsda. gov/gipsafreference-library/handbooks/grain-insp/grbook2/bk2ch i3 pdf.

20 Under the United States Grain Standards Act, as amended, 7 U.S.C. Part 810.2204, and 57 CFR 58966,
December 14, 1992,

*! Special grades may be further provided to emphasize special qualities or conditions affecting the value of
wheat. Special grades are added to and made a part of the USDA grade designation, but do not affect the numerical
grade designation. The protein level (as a percentage of the total grain weight) may be used to distinguish a special
grade.

22 North American Millers” Assaciation’s (NAMA) prehearing brief, pp. 22-22.
B USITC, Wheat Trading Practices, USITC Pub. 3465, December 2001, pp. 2-32 to 2-33.
¥ NAMA's prehearing brief, pp. 19-20
 Ibid.
% See, petitioners’ posthearing brief, pp. 13-14, app. 1 at 58-60, and exh. 22.
T Walter Heid, USDA, ERS, U.S. Wheat Industry, August 1979, p. 13.
. BUSDA, ERS, Wheat Outlook, August 14, 2003, table 2.
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All wheat Hard red spring Durum Hard red winter

Use Share Share Share Share
Fercent Percemt Percent Percent

Food (milling) ........... 82 102 106 80
Seed ......... .. .. ... 7 2] 8 8
Feedandresidual ........ 11 -11 -12 13
Total ............... 100 100 100 100

Note.--The negative numbers reported for “feed and residual” use occurred because of underreporting of
production, stocks, imports, and/or exports. Totals may vary because of rounding.

Food use accounted for 82 percent of all wheat consumed in the United States in 2002/03, for nearly all
durum and hard red spring wheat, and for 80 percent of hard red winter wheat according to USDA data.
In the United States, most wheat used in food is first milled into flour and meal and further processed to
make products for human consumption.

Wheat is also used in significant quantities for seeding and as livestock feed, and in small
amounts for the manufacture of starch, gluten, and some industrial products. The “feed and residual” use
of wheat has been quite volatile, with animal feeding of wheat rising during years when wheat quality is
low or when large crops render wheat feeding costcompetitive to such alternative feedgrains as sorghum
or corn.

The five primary U.S. wheat classes shown below vary considerably in the end uses to which
they are put. In general, all wheat (with the exception of wheat grown expressly for seed for planting) is
planted with the goal of being milled and used in food, although often one-eighth or more of each year’s
crop ends up being fed to livestock. Therefore, desirable milling qualities strongly influence wheat
characteristics. The primary food uses of these five wheat classes are shown below:*

Classes Qualitative factors Primary food use
Hard red winter . .. ......... Goed milling and baking All flours, but primarily bread flour,
characteristics, wide range whole wheat breads

of protein levels

Hard redspring ............ Excellent protein level and All flours, primarily bread flour, white
milling qualities bakers’ bread and rolls
Durum ... .. ... Highest protein level Semolina for pasta products

Softwhite ................ Low protein Breakfast cereals, noodles, crackers,
. donuts, layer cakes, foam cakes

Softredwinter ............ Low protein Flour for cakes, pastries, quick
breads, crackers, snack foods

In previous investigations, the Commission has found evidence that wheat of comparable classes
from the United States and Canada tend to be perfect or near perfect substitutes on the basis of the
various physical characteristics of the wheats.*® In the 2001 section 332 investigation, U.S. wheat millers
reported few qualitative differences between Canadian hard red spring and domestic hard red spring

2 The Wheat Grower: Wheat Facts, 1998, p. 9; and Joy Harwood, Mack Leath, and Walter Heid, USDA, ERS,
The U.S. Milling and Baking Industries, December 1989, p. 17.

® Wheat, Wheat Flour, and Semolina, inv. No. 22-54, USITC Pub. 2794, July 1994, p. I1-83, and app. M; and
Wheat Trading Practices, inv. No. 332-429, USITC Pub. 3465, December 2001, p. 2-10.
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wheat, or between Canadian and domestic durum wheat within the same grade.”' Thus, #1 Canada
Western Red Spring wheat was found to be directly substitutable for #1 U.S. hard red spring wheat, and
#1 Canadian Western Amber Durum directly substitutable for #1 U.S. Hard Amber Durum.

DOMESTIC LIKE PRODUCT ISSUES

Petitioners argue that there are two domestic like products consisting of durum and hard red
spring wheat.”> They argue that hard red spring wheat is distinguished from other types of wheat based
on physical qualities, geographical origin, planting and harvest periods, end use, and pricing factors. The
CWB and NAMA argue that hard red spring and hard red winter wheat are highly substitutable and
constitute a single domestic like product.™ As discussed in further detail in Part II, the majority of the
purchasers’ questionnaire respondents reported that hard red winter wheat, sometimes with certain
qualifications, is substitutable for hard red spring wheat. The CWB and NAMA do not dispute that
durum wheat is a separate domestic like product.

In the United States, hard red spring wheat is grown primarily in the Northern Plains, whereas
hard red winter wheat is grown primarily in the Southern Plains. While several States produce both hard
red spring and hard red winter wheat, there was testimony at the conference in the preliminary phase of
the investigations that the actual overlap was small.** Hard red spring wheat is planted during April and
May and harvested during August and September. Hard red winter wheat is planted during September
through November and harvested during June and July. Flour from hard red spring wheat is traded in the
Minneapolis area as “Spring Short Patent” or “Spring Standard Patent” flour.*® Flour from hard red
winter wheat is marketed in the Kansas City area as “Bakers Short Patent” or “Bakers Standard Patent”
flour. Minneapolis Spring Standard Patent flour and Kansas City Bakers Standard Patent flour sold at
close to or nearly the same price during the past five years.® For example, in 2001/02, Kansas City
bakery flour sold for $8.98 per hundred pounds, and Minneapolis bakery flour sold for $9.11 per hundred
pounds, according to USDA.

Hard red spring wheat may be used alone® or blended with hard red winter wheat. These millers
blend hard red spring and hard red winter wheat to achieve both the desired protein characteristics and a
lower cost of the flour. Notwithstanding the variations in quantity and protein levels of hard red spring
and hard red winter wheat from crop year to crop year,” typical blends for some major product categories

3 Wheat Trading Practices, inv. No. 332-429, USITC Pub. 3465, December 2001, pp- 4-9to 4-19.
% Petition, pp. 26-30, petitioners’ postconference brief, pp. 2-3, and petitioners’ prehearing brief, pp. 10-47.

% CWB’s postconference brief, p. 11, CWB’s prehearing brief, pp. 68-78, and NAMA and its Ad Hoc AD/CVD
Committee’s prehearing brief, pp. 3-9. :

* Conference transcript, pp. 91-92 (Fisher). The following states were identified as having produced hard red
spring and hard red winter wheat in 2002: Colorado, Idaho, Minnesota, Montana, North Dakota, Oregon, Scuth
Dakota, Utah, Washington, and Wyoming. See Part III for further information.

% See Milling and Baking News, September 17, 2002, p. 46.

% USDA, ERS, Wheat Situation and Outlook Yearbook, March 2002, table B-12, p. B-9.

% Hard red spring wheat is used for products requiring high protein levels such as yeast breads, croissants, bagels,
multi-grain breads, frozen dough, high quality pizza dough, hard rolls, French bread, English muffins, and tortillas.
Petition, p. 27 and North American Millers” Association’s (NAMA) postconference brief, p. 1.

* The protein content of hard red spring and hard red winter wheat ranges from 12 to 16 percent and 10 to 14
percent, respectively. Petition, p. 28 and CWB's postconference brief, p. 12. Petitioners claim that the protein
quality of hard red spring wheat performs differently than that of hard red winter wheat in terms of strength and
absorption properties of a flour as it is being mixed into a dough. They state that the flours that have equivalent

(continued...)
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are the following: 75 percent hard red winter wheat and 25 percent hard red spring wheat for white pan
- bread; 50 percent hard red winter wheat and 50 percent hard red spring wheat for English muffins; and
20 percent hard red winter wheat and 80 percent hard red spring wheat for bagels.* Hard red winter
wheat is often supplemented with hard red spring wheat to elevate the protein level to specific customer
requirerents.*®

Channels of distribution are distinct but parallel for hard red spring and hard red winter wheat.
The two wheat classes are sold through different grain exchanges and are never co-mingled in grain
elevators or during transit. Despite some overlap, hard red spring and hard red winter wheat are
produced in different regions of the country. Nevertheless, the channels of distribution are otherwise
parallel. Wheat from farms is normally trucked to country elevators, although some farmers truck their
wheat directly to an export terminal. From country elevators, wheat then moves typically on rail cars or
barges to domestic mills or to export ports.*!

Historically, higher protein wheat commands a higher price than lower protein wheat. For
example, during the past three crop years (2000/01 to 2002/03), the price of 13-percent protein hard red
spring wheat averaged $3.81 per bushel, 14-percent protein hard red spring wheat averaged $3.90 per
bushel, and 15-percent protein hard red spring wheat averaged $4.09 per bushel.** Similarly, for hard red
winter wheat, the price of “ordinary protein” hard red winter wheat averaged $3.59 per bushel during
these three years, and 13-percent hard red winter wheat averaged $3.69 per bushel.’

Prices for hard red spring and hard red winter wheat can vary according to protein level, vitreous
kernel count, moisture level, and other factors, making comparisons between these classes problematic.
However, as a general indication of typical prices, the simple average marketing year 2002/03 prices of
hard red spring wheat (Minneapolis 13 percent protein), hard red spring wheat (Minneapolis 14 percent
protein), hard red winter wheat (Kansas City #1 ordinary* protein), and hard red winter wheat (Kansas
City 13 percent protein) were $4.45, $4.47, $4.22, and $4.24 per bushel, respectively.” Additional
information on prices is found in Part V of this report.

3# (...continued)
levels of gluten or protein can have different “strength™ qualities. Petition, p. 29. The CWB argues that the
absorption and strength properties of hard red spring wheat are largely functions of its relatively higher gluten
content, which corresponds to its relatively higher protein content. CWB’s postconference brief, p. 15.

¥ NAMAs postconference brief, p. 2.
¥ Petition, pp- 28-29 and conference transcript, p. 156.
M Industry and Trade Summary: Grain (Cereals), USITC Pub, 3350, September 2000, pp. 4 and 22-23,

~# Cash prices of Dark Northern Spring, HRS at Minneapolis; source: USDA, ERS, Wheat Qutlook, July 15,
2003, table 7; and Whear Situation and Outleok Yearbook, March 2003, app. table 21.

# Cash prices of No. 1. HRW at Kansas City; source: USDA, ERS, Wheat Qutlook, July 15, 2003, table 7; and
Wheat Situation and Outlook Yearbook, March 2003, app. table 21.

# QOrdinary protein Kansas City hard red winter wheat is wheat for which no protein premium is paid, and which
is no more than 1§ percent protein for marketing year 2003/04. The definition of ordinary protein varies each vear
and is set by the Kansas City Grain Exchange participants depending on the protein level of the hard red winter
wheat crop. Phone interview with ##% USDA, August 21, 2003.

* Thirteen percent protein level hard red spring wheat is believed to be the most commonly traded type of hard
red spring wheat in the Minneapolis Grains Exchange. #1 ordinary hard red winter wheat is believed to be the most
commonty traded hard red winter wheat in the Kansas City Board of Trade. Source: USDA, ERS, Wheat Outlook,
Tuly 15, 2003, table 7; and Wheat Situation and Outlook Yearbook, March 2003, app. table 21.
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PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET

SUPPLY OF US.-PRODUCED WHEAT

Available information indicates that U.S. durum and hard red spring wheat producers are likely
to respond to changes in demand with small changes in the quantity of wheat planted and shipped to the
U.S. market. Important determinants of this supply response are marginal production costs, available
crop land suitable for cultivating more than one type of crop, inventories, government programs, and
export markets. Costs are addressed in Part VL. '

Domestic Production

The five major types of wheat grown in the United States in order of greatest production are:
hard red winter wheat, hard red spring wheat, soft red winter wheat, white wheat, and durum wheat. The
area planted in durum wheat in 2002/03 was the same as in the previous marketing year but was 26.1
percent less than in marketing year 2000/01 (see table C-1). The area harvested and the per-acre yields
were down slightly, which led to lowered production of durum in 2002/03 by 5.4 percent compared to the
previous marketing year and by 27.8 percent compared to marketing year 2000/01. The area planted in
hard red spring wheat in 2002/03 increased from the previous year, but the arca harvested and per-acre
yields decreased because of the drought, and thus production decreased as well, though the protein and
dough properties were enhanced. Production of hard red spring wheat decreased by 25.1 percent
between 2001/02 and 2002/03 and by 29.0 percent between 2000/01 and 2002/03 (see table C-2). Hard
red winter wheat production declined in 2002/03 as both the area harvested and per acre yields
decreased. The largest single-year drops were in Kansas, Colorado, Oklahoma, and Texas. Production
of hard red winter wheat decreased by 20.6 percent between 2001/02 and 2002/03 and by 28.0 percent
between 2000/01 and 2002/03 (see table C-3).

Ending inventories of durum and hard red winter wheat each decreased in all three marketing
years from 2000/01 to 2002/03, and inventories of hard red spring wheat increased between marketing
years 2000/01 and 2001/02 but fell in marketing year 2002/03 below the level in marketing year 2000/01.
The ending inventory quantity of durum wheat in 2002/03 was only 15 million bushels. Although
apparently not the case for these marketing years, low inventories ar¢, sometimes, a signal that future
prices will rise, and farmers will be induced to increase plantings in the upcoming marketing year. For
2003/04, the USDA projects price increases of approximately 30¢ per bushel.' Although the domestic
arga planted in durum and hard red spring wheat is down in 2003/04 compared 2002/03, the projected
acreage harvested is 1.3 percent higher for durum wheat, 0.5 percent higher for hard red spring wheat,
and 31.2 percent higher for hard red winter wheat.’

11.S. wheat acreage and wheat production peaked in the 1980s. Since then, farmers have taken
some land out of production or switched to crops with higher retums. Some of the acreage taken out of
wheat production could be reverted to wheat use. Weather has large short-term effects on production.
Agronomic conditions limit the area suitable for durum and hard red spring wheat production. Barley
and oil seeds are alternative crops that can be grown in much of the northern plains. Despite the recent
downturn in U.S. wheat production, the potential still exists to expand production if prices, costs, and
government policies are favorable to wheat production compared with other production alternatives.

VUSDA/ERS, Whear Outlook, August 14, 2003, p. 1.
? Ibid., table 2.



Government Programs

U.S. Government programs have aided U.S. growers of wheat and the other principal field crops
during times of low prices and adverse growing conditions, and decoupled payments have increased
wealth.* The Farm Security and Rural Investment Act of 2002 (the 2002 Farm Act) provides support to
wheat growers mainly through direct fixed payments, counter-cyclical payments that are affected by
prevailing market prices, marketing loans (MLA) based on fixed loan rates, and crop insurance.* Direct
payments, which under the 1996 Farm Act (the Federal Agriculture Improvement and Reform Act of
1996) were called *“production flexibility contract payments” (PFC), provide fixed payments to the
farmer based on 85 percent of the historic base acreage and yield and a payment rate of $0.62 per bushel
of wheat. Participating farmers establish historic base acreage and yield for their farms using average
experience during 1998-2001. The farmer is not obligated to grow wheat and can plant any eligible
program crops, such as peas and lentils or soybeans, or not plant at all. Counter-cyclical payments are
made whenever the effective market price plus the direct payment rate is less than the fixed target price.
Nonrecourse loans continued under the 2002 Farm Act, and the loan rate for wheat increased slightly.

Although the U.S. wheat support program changed from the 1996 Farm Act to the 2002 Farm
Act, the underlying policy structure under the 2002 Act was largely the same for wheat, except for the
addition of a target price and slightly higher loan rates. Indirectly, more acreage included in the
Conservation Reserve Program (CRP) and the addition of peas and lentils as program crops (attractive
alternative crops compared to wheat) may eventually reduce wheat acreage.® Direct and counter-cyclical
payments increase expected farm income and reduce risk, but have little impact on the planting decision
for a particular year because these payments are decoupled from current production and planting.® Major
provisions of the wheat program under the two Farm Acts are shown in table TI-1.

Under the 2002 Farm Act, Congress directed the USDA to adjust loan rates, particularly those
for wheat and feed grains, by variety and county level. The loan rates under the 1996 Farm: Act had
failed to reflect price differences among wheat classes, were based on conditions existing in 1995, and
distorted producer decisions about what commodities to plant and produce and to market.” In June 2002,
the USDA established wheat loan rates by county and state and by wheat variety.*

? Decoupled payments are lump-sum income transfers to farm operators that do not depend upon current
production, factor use, or commodity prices. USDA, hitp:/fwww.ers.usda.gov/catalog/OneProductAtATime.asp?,
retrieved September 23, 2003.

S USDA, http://www.ers.usda. gov/featuresffarmbillftitlesttitlelcommodities. him, retrieved June 19, 2002.

3 Under the voluntary CRP, farmland owners may retire environmentally sensitive cropland from production for a
10-15-year period. The maximum acreage uader the CRP increased by 8 percent to 39.2 million acres under the
2002 Farm Act from the 1996 Act. Over 10 million acres already enrolled under the 1996 Act had been planted
previously in wheat. Philip Sronce, USDA, FSA, 2002 Act Cost-Benefit Assessment, September 19, 2002, and Paul
Westcott, C. Edwin Young, and J. Michael Price, USDA, ERS, The 2002 Farm Act: - Provisions and Implications
for Commodity Markets, November 2002, p. 9.

8 Philip Sronce, USDA, FSA, 2002 Act Cost-Benefit Assessment, September 19, 2002, p. 2
7 Ibid., p. 10.
8 htp:/rwww.fsa.usda.gov/dafp/psdfioanRate. htm, July 24, 2003.
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Table II-1
Summary of wheat program under the 2002 Farm Act and under the 1996 Farm Act

1996 Farm Act 2002 Farm Act
1996-2002 2002-03 2004-07

Suppont mechanism

Dollars (per bushel)

Decoupled direct payments $0.62 $0.52 $0.52
Loan rates 2.58 2.80 2.75
Target price No provision 3.86 3.92

Source: Phillip Sronce, USDA FAS, 2002 Act Cost-Benesfit Assessment, September 18, 2002, pp. 2 and 10; and
Paul Westcott, C. Edwin Young, and J. Michael Price, USDA, ERS, The 2002 Farm Act Provisions and
Implications for Commodity Markets, November 2002, pp. 4-6.

Under the Federal Crop Insurance Program, farmers can purchase yield insurance or crop
revenue (CRC) insurance through private companies at 40 to 50 percent of the total cost, with the USDA
paying the remainder.’ In 2000, roughly two-thirds or about 45 million acres of the 62 million acres
planted in all types of U.S. wheat were insured. USDA has indicated that the net effect of the insurance
program, although it lowers the risk to crop failure and price fluctuations to the farmer, amounted to less
than a 0.5 percent increase of total U.S. wheat production from 1996/97 to 2000/01." -

However, the USDA did indicate that the crop insurance program had an effect on durum
production in North Dakota during 1999-2000. In 1999, in spite of the fact that durum prices were at a
5-year low, planted durum acreage in North Dakota rose by 450,000 acres to 3.45 million acres as
farmers apparently responded to guaranteed higher durum prices under the CRC. In the following year,
2000, durum acreage dropped slightly to 3.25 million acres.!! In March 2001, the USDA dropped CRC
insurance coverage for durum wheat, and the North Dakota planted durum acreage dropped by 1 million
acres to 2.2 million acres in 2001. North Dakota growers may have shifted some acreage to HRS wheat
given that the acreage planted in hard red spring wheat in the State rose by 300,000 acres from 2000 to
2001.2

Government payments for wheat support declined from about $3.6 billion in 2000 to a forecasted
$1.17 billion in 2003, as shown in table II-2. With market prices rising since 2000, the decoupled
payments in 2003 account for virtually all government payments for wheat; payments for the loan
program and the MLA/CCP programs almost stopped.

® Wheat Trading Practices, inv. No. 332-429, USITC Pub. 3465, December 2001, p. 2-13.

1% Monte Vandeveer and C. Edwin Young, ERS, USDA, “The Effects of the Federal Crop Insurance Program on
Wheat Acreage,” Wheat Situation and Outlook Yearbook, March 2001, pp. 21-30.

' USDA, NASS, Crop Production, 2001 Summary, January 2002, p. 16.
2 USDA, NASS, Crop Production, 2001 Summary, January 2002, p. 17.
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Table II-2
U.S. Government payments for wheat, by type, crop years 2000-03

Decoupled payment Disaster/counter-cyclical Loan program
Crop year PFC/direct’ MLA/CCP? MLG/LDP? Total
Payments ($71 million)
2000 1,337.3 1,444 .4 8245 3.606.2
2001 1,076.0 1,223.4 174.3 2,473.7
2002° 1,166.6 0.0 15.8 1,182.4
2003° 1,166.6 0.0 1.1 1,167.7

! Production flexibility payment (PFC) and direct payments.

2 Marketing loss assistance {(MLA} and counter-cyclical payment (CCP).
3 Marketing loan gains (MLG) and loan deficiency payments (LDP}.

4 Preliminary estimate.

® Forecast estimate, as of June 12, 2003,

Source: Phillip Sronce {e-maily, USDA, FSA, “Wheat Government Payments,” June 12, 2003.

Three studies compared the 2002 Farm Act to the 1996 Farm Act and concluded that the 2002
Act will likely reduce U.S. wheat production and planted acreage. A Farm Service Agency (FSA) USDA
study indicated that, on average, the 2002 Farm Act would reduce the planted wheat acreage by 0.3
percent and production would fall by 0.4 percent, as compared to what would have happened if the 1996
Farm Act had remained.” As farmers switch to alternative crops like lentils and dry peas and enroll
more land in the CRP, wheat production may fall, despite rising USDA outlays during 2002-07.

An Economic Research Service (ERS) USDA study in November 2002 indicated that the 2002
Farm Act might initially increase the planted wheat acreage by 1 million acres in 2003, but by 2007
would result in an annual decline of nearly 0.8 million acres over the scenario under the 1996 Farm Act.!
However, the 2002 Act may provide indirect incentives that influence production decisions because the
base acreage and payment yields were updated and increased from the 1996 Act.!* Furthermore, the
counter-cyclical payments may lower risks to producers and thus raise production.'®

An OECD study in 2003 also emphasized that the counter-cyclical payments and higher loan
rates lead to a significant reduction in the risk faced by U.S. grain producers.”” However, the area
planted in wheat declines on average by 1 percent under the 2002 Farm Act (as compared to the 1996
Farm Act scenario), but the area in other grain and oilseeds rises.”® The OECD analysis shows a 0.2
percent gain in U.S. wheat production in 2003, but thereafter U.S. wheat production falls and, by 2007,
would be 1.2 percent below the scenario under the 1996 Farm Act.” The OECD study indicated that the
rate of U.S. production subsidies (PSE) for all U.S. crops rises only slightly from 23.4 percent based on

13 Philip Sronce, USDA, FSA, 2002 Act Cost-Benefit Assessment, September 19, 2002, p. 29.

1 Paul C. Westcott, C. Edwin Young, and I. Michael Price, USDA, ERS, The 2002 Farm Act: Provisions and
Implications for Commodity Markets, November 2002, app. table B-13.

5 Tbid., p. 27.
"® Ibid., p. 28.

" QECD, Working Party on Agricultural Policies and Markets, Agricultural Poticies in OECD Countries:
Monitoring and Evaluation 2003, Analysis of the 2002 Farm Act in the United States, March 31-April 2, 2003, p.
12.

8 Ibid., p. 13.
® Ibid., p. 34.
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the 1996 Farm Act (along with the ad hoc support disaster/market loss assistance actually provided) to
24.9 percent under the 2002 Farm Act.”

Export Markets

The United States is the world’s largest exporter of wheat. In past three marketing years, exports
as a ratio to the domestic food use have ranged from 46 to 69 percent for durum wheat, from 85 to 118
percent for hard red spring wheat, and from 81 to 105 percent for hard red winter wheat.”! The USDA
states that wheat exports in 2002/03 are expected to be the lowest since 1971/72. Relatively high prices,
increased competition from “minor exporters,” and major U.S. customers turming to competitors have
contributed to the decline. Over the past ten years, Egypt, Japan, Mexico, the Philippines, and South
Korea have been the largest purchasers of 1.5. wheat. However, in the 2001/02 marketing year, Nigeria
moved ahead of the Philippines and South Korea, and, in the 2002/03 marketing year, Egypt reduced its
purchases of U.S. wheat to about a third of the previous year’s level. Egypt is likely to change from
being the United States’ largest customer to being somewhere between the fourth and sixth largest.
Egypt is buying mainly from the Black Sea area and the European Unicn. Japan was the largest
purchaser in 2002/03, but its commitments are 4 percent below those of a year ago. European Union
purchases of U.S. wheat have also fallen. The United States remains the world’s largest exporter of
wheat, although competition has increased from a number of countries, particularly those of the former
Soviet Union. In marketing year 2002/03, Russia may be the second largest exporter, and Ukraine is
expected to be the fifth or sixth largest. However, supplies from some major competitors are down, as
Australia and Canada have suffered from droughts, and Argentina has experienced financial problems,
Thus, ability to access foreign markets remains, but it is somewhat diminished, although overall wheat
export prospects are forecast to be higher in 2003/04 than in 2002/03.*

Respondents stated that U.S. farmers sell wheat primarily to local elevators or to small local
mills and do not directly compete with the CWB.? As such, U.S. farmers are not exporters because they
sell their wheat to elevators that, in tumn, sell to grain trading companies, which do compete with the
CWB and which also export wheat. There were some reports that farmers are unaware whether their
wheat is exported or consumed domestically.* * This viewpoint implies that exports by the grain trading
companies should not be counted as exports for purposes of calculating apparent domestic consumption
because these transactions occur subsequent to farmers’ sales of all U.S.-grown wheat to U.S. companies.

2 bid., p. 19.

2L USDA, ERS, Wheat Situation and Outlook Yearbook, March 2003, pp. 23-26; and Wheat Outlook, July 15,
2003, p. 7. Domestic uses of wheat besides food are seed and feed and residuals.

2 USDA/ERS, Wheat Outlook, August 14, 2003, pp. 5-6. Most of the increase is projected to be in hard red
winter wheat; hard red spring wheat exports are projected to be steady: and durnm wheat exports are projected to
decrease slightly.

2 Hearing transcript, pp. 47-48 and CWB’s posthearing brief, pp. 5-6.
2 sk NAMA’s posthearing brief, exh. 2.

¥ There was contrary testimony from one farmer who indicated an elevator operator informed him of bidding
driving the price of wheat and of the origin of the bid. Hearing transcript, p. 105.
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SUPPLY OF IMPORTED CANADIAN WHEAT

Production conditions in Canada, the relative attractiveness of different markets, and any
government interventions affect the supply of Canadian wheat in the U.S. market. Information on these
factors suggest that Canadian exporters are likely to respond to changes in the U.S. demand for wheat
. with moderate changes in the quantity of shipments of durum and hard red spring wheat to the U.S.
roarket.

Canadian durum preduction dropped by *** percent between its marketing years 2000/01 and
2001/02, increased *** percent between 2001/02 and 2002/03, but production in 2002/03 was still ***
percent below that of 2000/01 (see table ViI-1). Exports of durum to the United States grew by ***
percent between 2000/01 and 2001/02 but fell by *** percent between 2001/02 and 2002/03. Exports to
third-country markets fell by *** percent between 2000/01 and 2001/02 and by *** percent between
2001/02 and 2002/03. Total home market consumption ranged between *** percent and *** percent of
total shipments.

Canadian western red spring wheat production dropped by *** percent between its marketing
years 2000/01 and 2001/02 and by *** percent between 2001/02 and 2002/03 due to low rainfall and
adverse growing conditions (see table VII-2). Exports of Canadian western red spring wheat to the
United States grew by *** percent between 2000/01 and 2001/02 but fell by *** percent between
2001/02 and 2002/03. Exports to third-country markets fell by *** percent between 2000/01 and
2001/02 and by *** percent between 2001/02 and 2002/03. Home market consurnption as a share of
total shipments increased from *** percent in 200(/01 to *** percent in 2001/02 and to *** percent in
2002/03.

Petitioners allege that the CWB withheld stocks from the market despite low harvesis in 2002/03
in order to avoid a pool deficit.*® The petitioners also allege that imports are lower as a result of the trade
case.”” The CWB alleged that the drought was responsible for decreased exports, both to the United
States and the rest of the world, that it did not withhold stocks from the market to avoid a pool deficit,
and that its stocks are the lowest in 40 years.”

Under the more normal favorable growing conditions, Canada has considerable potential to
produce wheat. The petitioners state that the CWB is capable of increasing exports to the United States
and that acres Canadian farmers had shifted into other crops could be shifted back to durum and western
red spring wheat.”® Both durum production and western red spring wheat production are projected to
recover in marketing year 2003/04, although hot temperatures and spotty rains in some areas, especially
durum regions, could result in lower than average exports.*

Alternative Markets

The CWB is the sole exporter and marketer for wheat grown in the prairie provinces, where over
90 percent of Canadian durum and western red spring wheat is grown. The CWB is the largest single
seller of wheat and barley in the world and holds a sizeable share of world durum exports.* During
2000/01 and 2002/03, Canada exported over **¥* of its durum and hard red spring shipments. Most

%6 Hearing transcript, p. 39 and petitioners’ posthearing brief, p. 3.

7 Petitioners’ posthearing brief, p. 3.

* Hearing transcript, pp. 308-309.

* Petitioners’ posthearing brief, p. 3.

% ERS/USDA, Wheat Qutlook, August, 14, 2003, pp. 5-6.

1 1n 2000401, Canadian durum exports accounted for approximately 55 percent of world exports.
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Canadian durum exports are shipped through the Great Lakes to foreign buyers in North Africa, Europe,
and South America, and most Canadian western red spring wheat is shipped from ports on its West
Coast. Canadian exports mainly enter the United States through the Minnesota/Great Lakes region. As
indicated, Canada has many third-country markets; it exported *** percent of its durum shipments and
*** percent of its western red spring shipments to these markets during the period examined.

Government Intervention

Canada has several agricultural programs at the federal and provincial levels to assist its
agricultural sector, including wheat producers.”> Some government interventions were the subject of
Commerce’s countervailing duty investigations. For example, programs determined to be
countervailable relate primarily to the provision of government-owned and leased railcars and related
issues; the final net subsidy rate for both durum and hard red spring wheat that applies to the CWB and
all other exporters is 5.29 percent.®

U.S. DEMAND
Demand Characteristics

Most durum wheat is ground into either semolina or durum flour and used to make pasta,
although a small quantity of durum is made into couscous, and there are some mill-feed by-products. In
2002/03, the food use of durum wheat is estimated at approximately 100 percent of total domestic use, as
compared to 95 percent in 2000/01 and approximately 100 percent in 2001/02.> The level of food
consumption of durum wheat was relatively steady over the three marketing years.

Hard red spring wheat is milled into bread flour and other specialty flours. It is used to make
certain products and is also blended with lesser protein flours to make all-purpose flour. Hard red spring
wheat’s baking properties and protein levels make it well-suited for hearth bread, yeast bread, croissants,
bagels, pizza crust, and hard rolls. In 2002/03, food use of hard red spring wheat is estimated to be
approximately 100 percent of total domestic use, as compared to 78 percent in 2000/01 and 82 percent in
2001/02. Because production declined between 2000/01 and 2002/03, the quantity of hard red spring
wheat in food use was relatively steady despite an increasing share of hard red spring devoted to food
use.

More hard red winter wheat is consumed in the U.S. market than any other type of wheat. It is
used to produce all-purpose flour, other flours, and ultimately a variety of bread products. In 2002/03,
food use of hard red winter wheat is estimated at 80 percent of total domestic use, as compared to 75
percent in 2000/01 and 78 percent in 2001/02.%¢ The level of hard red winter wheat in food use was at

*2 Some of these programs are summarized in Durum and Hard Red Spring Wheat from Canada, Investigations
Nos. 701-TA-430A and 430B and 731-TA-1019A and 1019B (Preliminary), USITC Pub. 3563, December 2002, p.
I1-7.

¥ 68 FR 52747-52749, September 5, 2003.

* USDA/ERS, Wheat Situation and Outlook Yearbook, March 2003, p. 26 and Wheat Outlook, August 14, 2003,
table 2.

B USDA/ERS, Wheat Situation and Outlook Yearbook, March 2003, p. 24 and Wheat Qutlook, August 14, 2003,
table 2,

® USDA/ERS, Whear Situation and Outlook Yearbook, March 2003, p. 23 and Wheat Outlock, August 14, 2003,
table 2.

-7



375 million bushels in 2000/01, fell to 366 million bushels in 2001/02, and increased to 383 million
bushels in 2002/03. _

The quality of the wheat crop fluctuates annually depending upon rainfall, harvest conditions,
and the presence of crop pests or diseases, such as wheat smut {vomitoxin or fusarinm head blight
(FHB)).*” Although some purchasers reported high levels of damage in durum purchases, the quality of
durum harvested in 2002 from North Dakota and Montana, where 80 to 85 percent of the durum crop is
grown, was better than that harvested in 2001. Approximately 54 percent of the 2002 crop graded No. 2
hard amber durum or better;* the average test weight was up; the percentage of damaged kernels was
down; and protein levels were steady, although slightly down from the previous year. Overall quality of
the 2002 durum crop was characterized as average to good with significant differences among crop
growing regions.>

Similarly, the 2002 hard red spring crop had better qualitative characteristics, such as higher
protein, stronger dough properties, and improved bread-making performance.** The small 2002 hard red
spring wheat crop in the Dakotas, Minnesota, and Montana averaged at the grade No. 1 northern spring;
the vitreous kernel count and test weight were slightly lower than in 2001; the percentage of damaged
kernels was lower than average; and the average protein level was high.* There was less fusarium head
blight in the 2002 crop than in the previous crop.* A wet harvest raised concerns about sprouting, but
flour extraction rates were high, and dough properties were improved from the 2001 harvest.

Purchasers were asked to comment on any changes in demand that occurred since the beginning
of 2000. *** and *** reported that per-capita consumption of bread products was down due to the
popularity of low carbohydrate diets. USDA data show that consumption of wheat flour was at 146.3
pounds per capita in 2000, which was near its 40-year high of 146.8 pounds per capita in 1997.%
Consumption fell to 140.9 pounds per capita in 2001 and to 136.9 pounds per capita in 2002.%* *** and
*#* reported a need for more durum due to increased market share. *** reported that demand for its
products resuited in an increased need for hard red spring wheat.

Supply and demand conditions in the rest of the world influence wheat purchases by 1J.8.
exporting firms. The USDA projects that global use in 2003/04 will be 582.9 million metric tons, which
is 1.3 million tons less than in 2002/03.* Lower world production and higher prices are projected to
increase the proportion consumed by humans and to decrease feed and residual vse.*

Purchasers reported the values and quantities of their wheat purchases. Unit values of durum
from Canada and the United States increased between the 2000/01 and 2002/03 marketing years (table

* Petitioners contend that FHB has significantly decreased in U.S. hard red spring wheat because of the
introduction of resistant wheat varieties, such as Alsen wheat in 2000 and that FHB bas actually increased in Canada.
"Petitioners” posthearing brief, p. 13 and prehearing brief, pp. 78-81 and exhs. 25-30. The CWB contends that FHB
has had a substantial negative impact on the production and quality of durum and hard red spring crops during 1998-
2001 in North Dakota. CWB’s postconference brief, October 16, 2002, pp. 36-41.

*# U.S. Northern Grown Durum Wheat: 2002 Regional Quality Report, p. 1; and U.S. Wheat Associates, Crop
Quality Report 2002, pp. 22-24.,

¥ Tbid.
% U.8. Wheat Associates, Crop Quality Report 2002, p. 12.
4 U1.8. Hard Red Spring Wheat: 2002 Regional Quality Report, p. 1.
“21.S. Wheat Associates, Crop Quality Report 2002, p. 12.
- BUSDA/ERS, Wheat Sitnation and Outlook Yearbook, March 2003, p- 80.
¥ USDA/ERS, Wheat Outlook, August 14, 2003, p. 3.
* Thid., p. 5.
“* Ibid., pp. L and 5.
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II-3). The quantity of purchases of U.S. durum declined between 2000/01 and 2001/02 but increased
between 2001/02 and 2002/03, while the movernents were reversed for purchases of Canadian durum.
Purchasers reported buying smail quantities of desert durum from Mexico. Unit values of Canadian and
U.S. hard red spring wheat increased between 2000/01 and 2002/03. The quantity of purchases of
Canadian hard red spring wheat were markedly lower in 2002/03. Although the vast majority of
purchases of hard red winter wheat were of U.S. origin, purchasers reported buying some hard red winter
wheat from Canada in 2002/03.

Table 1I-3

Durum, hard red spring (HRS), and hard red winter (HRW) wheats: Unit values and quantities as
reported by purchasers, by market year, 2000/01, 2001/02, and 2002/03

2000/01 ' . 2001/02 2002/03
Wheat

source Unit value Quantity Unit value | Quantity Unit value Quantity

and type ($per My | (MT) | (SperMn) | (MD) | ($permmy | (MM
U.S. durum $154.86 1,237,865 $164.80 | 1,218,505 $185.19 1,412,426
ga”ad‘a” 17457 | 307,423 17791 | 510,719 18076 | 404,426

urum

Mexican durum RN ok kL) ek e A
U.S. HRS 132.44 | 6,522,583 144.11 5,893,143 157.23 | 5,943,790
Canadian HRS 127.97 1,340,838 14134 | 1,140,011 150.88 265,358
U.S. HRW 125.19 | 9,988,148 123.50 | 10,433,028 156.06 | 11,618,792
Canadian HRW - - - - — ek
Note —MT=metric ton,
Source: Compiled from data submitted in response to Commission questicnnaires.

Substitute Products

Most purchasers reported that durum had no substitutes. ***’s comment was typical: “Good
pasta requires the use of durum wheat.” However, *** stated hard white wheat could be used for pasta,
and *** stated that some pasta products are also made with spring wheat and winter wheat.

Eight purchasers reported that other products could be substituted for hard red spring wheat, and
six purchasers stated that there were no substitutes. Purchasers narrative responses concerning
substitutes for hard red spring wheat are reported in table I1-4.

Table I1-4

Hard red spring wheat: Purchasers’ responses to the question, Are there other products, such as
different types of wheat, that could be substituted for hard red spring wheat in its end uses?



Nine purchasers reporied that there were substitutes for hard red winter wheat and five reported
that there were no substitutes. **¥ stated that, if the price gap narrowed, hard red spring wheat, if
available, would probably be used for all yeast-raised baked goods. *** stated that low strength spring
wheat is substituted for hard red winter wheat in less than 10 percent of the cases. *** stated that high
protein soft red winter wheat, low protein hard red spring wheat, or hard white winter wheat could all be
substituted for hard red winter wheat.

Several purchasers noted that gluten prices had decreased since June 1, 2000, *** noted that the
lower gluten prices and recent high protein winter wheat made it attractive to shift away from hard red
spring wheat. *** stated that prices had moved proportionately for all products, but that the availability
of high protein hard red winter wheat in 2002 led to increased use of this product.

The Commission’s questionnaire asked if hard red spring wheat and hard red winter wheat were
comparable for purposes of producing the flour types used in the production of similar baked goods.
Nine purchasers responded affirmatively and five negatively. *** stated that they were comparable, but
that the degree of comparability depended on the crop year and on the product. *** noted that it used a
65-percent hard red winter, 35-percent hard red spring blend in 2001/02 to make bread flour, but that it
made the same product in 2002/03 with 100-percent hard red winter wheat because of its higher protein
level in that year. *** stated that the higher absorption and other baking characteristics made hard red
spring and hard red winter wheats incomparable.

The Commission’s questionnaire asked if firms purchased hard red spring and hard red winter
wheats and blended them to achieve customer requirements for a particular flour. Ten purchasers
responded in the negative and ten in the affirmative. The questionnaire also asked if firms blended hard
red spring wheat with wheats other than hard red winter wheat. Four purchasers responded in the
affirmative and 15 in the negative. *** stated that it blended a small amount of soft red wheat with hard
red spring wheat to achieve the specific needs of a customer. *** stated that it blended hard red spring
wheat with durum to produce a type of noodle. *** stated that it occasionally blended hard red spring
wheat with durum or white wheat. *** reported that it blended hard red spring wheat with soft red
winter wheat to make pizza dough flour and all-purpose flour.

Purchasers were asked to report the average protein content of their wheat purchases.
Purchasers’ responses were weighted by the quantity of their purchases of each wheat type in each of the
three marketing years (table II-5). The protein content of durum was relatively steady. Hard red spring
wheat had the highest protein content, and the gap between hard red spring wheat and hard red winter
wheat narrowed in 2002/03.

Table lI-5

Durum, hard red spring (HRS), and hard red winter (HRW) wheats: Protein level, by marketing
ear, 2000/01-2002/03

Wheat type 2000/01 2001/02 2002/03
Protein {percent)
Durum 13.3 13.4 138
HRS 14.2 14.4 14.7
HRW 11.7 11.9 12.7
Source: Compiled from data submitied in response to Commission questionnaires.

Millers reported that the protein content of hard red spring and hard red winter wheats overlap.
They reported that 71 percent and 45 percent of the hard red spring wheat crops and 57 percent and 74
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percent of the hard red winter wheat crops harvested, respectively, in 2001 and 2002 were between 12.0
and 14.9 percent protein.*’ Available data indicate that hard red spring wheat consistently has a higher
protein level than hard red winter wheat (table 1I-6). Hard red winter wheat appeared to be distributed in
higher protein levels in 2002 than in 2000 and 2001. However, some overlap of protein levels occurred
each year between the 12 and 14 percent protein levels, but the degree of overlap varied by year. There
was very limited overlap at the 11 and 15 percent protein levels and no overlap at the 10 and 16 percent
protein levels.

Table lI-6
Hard red spring (HRS) wheat and hard red winter (HRW) wheat: Share (in percent) of export

shipments, by protein levels and by products 2000-2002

2000 2001 2002
Protein
level HRW HRS HRW HRS HRW HRS
Gulf ports and/or Guif ports and Great Lakes porls’
10 percent 23 0 18 0 3 o
11 percent 34 0 39 0 16 0
12 percent 26 7 3 8 24 o
13 percent 12 30 10 23 25 5
14 perceﬁt 4 39 2 42 21 40
15 percent ' 1 20 1 23 11 39
16 percert 0 4 0 4 0 16
Pacific Northwest ports
1¢ percent 18 0] 5 0 3 0
11 percent 25 4 30 6 5 2
12 percent 35 11 33 7 22 4
13 percent 14 25 16 18 36 14
14 percent 7 21 8 30 16 34
15 percent 1 23 9 28 18 17
18 percent a 16 o 13 : 0 29
"HRW shipments are entirely out of Gulf ports; HRS data are for Gulf ports and Great Lakes ports combined.
Note.—Because of rounding, figures may nct total to 100 percent.
Source: U5, Wheat Asscciates, 2000 Crop Quality Report, 2001 Crop Quality Repoert, and 2002 Crop Quality Report.

T NAMA’s posthearing brief, p. 3.



Staff gathered data on the cash prices of hard red spring wheat and hard red winter wheat, both at
the 13-percent protein level, at the Minneapolis Grain Exchange. The price of hard red winter wheat was
subtracted from the price of hard red spring wheat. Usually, but not always, hard red spring wheat was
priced higher, as shown by the positive difference (figure II-1); the mean of this series of differences was
$0.11.

Figure II-1
Price of hard red spring wheat minus the price of hard red winter wheat in dollars per bushel, both
with 13 percent protein content, by months, June 2000-April 2003
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Source: USDA/ERS, Wheat Situation and Outlook Yearbook, March 2003 and Wheat Outfook, July 15, 2003,

Millers that blend hard red spring and hard red winter wheats to make flour or some other
product reported that they typically set the proportions of hard red winter wheat and hard red spring
wheat once a year based on protein level, availability, overall quality, and price.*® Petitioners allege that,
because millers purchase in “fixed proportions” during a given year, hard red spring wheat and hard red
winter wheat are complements, although they acknowledge some degree of substitution.*” Millers also
reported that it is not difficult to alter the blend. If hard red spring and hard red winter wheats were
complements, it implies that output would be fixed if one of the two inputs were fixed, even though
supplies of the other input were amply available. For example, if hard red spring wheat suddenly became
unavailable, then additional production of flour requiring a certain proportion of hard red spring wheat
would become impossible. Over some range of the production and availability of inputs, it is likely that
flour meeting certain common specifications could not be produced without hard red spring wheat.
However, the more normal situation is that there is flexibility in how certain flours are produced. For
example, some, but not all, millers reported that they were able to use blends with different protein levels
of hard red winter wheat. In addition, wheat gluten can be used to bolster protein levels. The facts that

* For example, see the testimony of John Hillman of Bay State, hearing transcript, pp. 237-239.

* Petitioners state in their posthearing brief (p. 1 1) that there is fixed proportion in blends and not substitution.
However, they reported that there is some technical substitution between hard red spring and hard red winter wheat
in their prehearing brief {p. 25).
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millers have produced the same product in different years with different combinations of hard red winter
and hard red spring wheats and that price is a factor in determining the proportions are consistent with
the view that these two types of wheat are substitutes within the common range of prices and protein
levels.

When two inputs are perfect substitutes, usually only the lower priced substitute is used. The
fact that both types of wheat are typically blended suggests that hard red spring wheat and hard red
winter wheat are imperfect substitutes in the production of certain products.

Cost Share

Purchasers reported that durum wheat accounted for approximately 80 percent of the total cost of
semolina and about 50 percent of the total production cost of pasta. Although responses varied, hard red
spring wheat and hard red winter wheat typically represented from 75 to 90 percent of the cost of flour.

SUBSTITUTABILITY ISSUES

The substitution between domestic and imported durum and hard red spring wheat depends upon
relative prices, quality, and the conditions of sale. Available data on these factors suggests that imported
Canadian western red spring wheat is highly, although not perfectly, substitutable with U.S.-grown hard
red spring wheat and, similarly, that imported Canadian durum wheat is highly, although not perfectly,
substitutable with U.S.-grown durum wheat.

Factors Affecting Purchasing Decisions

Purchasers were asked to identify the three most important factors (in order of importance) in
their purchase decision. For purchasers of durum, quality and price were the most important factors,
followed by availability and consistency (table II-7). Price, followed by quality, were most frequently
mentioned as important factors in the decision to purchase hard red spring wheat (table 11-8). Similarly,
purchasers cited price and quality as the most important factors regarding their purchases of hard red
winter wheat (table 11-9).

;Zt::lerr:'\:heat: Ranking of factors used in pUrchasingdecisions, as reported by U.S. purchasers
Number of firms reporting
Factor Number one factor Number two factor Number three factor
Availability 2 2 0
Consistency 2 1 1
Price 3 2 5
Protein 1 0 0
CQluality 3 4 0
Other : 1 3 6
! Other includes supplier performance, delivery period, logistics, deferred positions, transportation, and milling
characteristics.
Source: Compiled from data submitied in response to Commission questionnaires.




Table l1-8

Hard red spring wheat: Ranking of factors used in purchasing decisions, as reported by U.S.

urchasers
Number of firms reporting
Factor Number one factor Number two factor Number three factor
Availability 1 1 2
Consistency 3 1 0
Price 5 4 8
Protein 0 3 0
Quality 4 3 0
Other! 2 3 6
! Other includes supplier performance, vomitoxin, logistics, transportation, meets specifications, shipment
peried, and integrity.
Note.—One purchaser who responded to factors one and two did not report on factor three,
Source: Compiled from data submiited in response to Commission questionnaires.
Table I1I-9
Hard red winter wheat: Ranking of factors used in purchasing declsions, as reported by U.S.
urchasers
Number of firms reporting
Factor Number one factor Number two factor Number three factor
Availability 2 1 2
Consistency 2 1 0
Price 3 5 6
Protein 1 3 0
Cluality 4 2 1
Other 3 3 4
' Other includes shipment period, meets specifications, protein content, stability, delivery execution, firm
history, vomitoxin, and logistics.
Note.--Two purchasers whe responded to factors one and two did not report on factor three.
Source: CGompiled from data submitted in response to Commission questionnaires.

Purchasers were asked to rate the importance of 19 factors in their decisions to purchase durum,
hard red spring, and hard red winter wheat. For durum wheat, purchasers rated most factors as very
important or somewhat important (table II-10). Availability, test weight, moisture-adjusted protein
content, and reliability of supply garnered the greatest number of very important responses. *** added
that customer service orientation, disease-related damage, durum ash levels, and durum pigmentation
were also very important. For hard red spring wheat, availability, delivery terms, product consistency,
and reliability of supply had the greatest number of very important ratings (table II-11). For hard red
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Table lII-10

Durum wheat: Importance ranking of purchase factors, as reported by U.S. purchasers

Factor

Number of firms reporting

Very important

Somewhat important

Not important

Availability

1

Delivery terms

Delivery time

Discounts oftered

=l d|a]w

Lowest spot price

Lowest forward price

Minimum quantity requirements

Packaging

Dockage

Test weight

Moisture-adjusted protein content

Vitreous kernel count

Product range

Product consistency

Reliability of supply

Technical support/service

s l~|@|vfm|vNH]|m|w]j]o]lOo]|lWv| &

Transportation network

U.S. transportation costs

6 1 I A

Availability of forward contracts

5

Glaj~Ni@emMm| Al |IN]IRARIS|O|D|O] AR O

olojlelw|lo|lolw|lo|lo|loljlolw]|lLwlo|lolo|lo|lo| o

Source: Compiled from data submitted in response to Commission questionnaires.

winter wheat, availability, delivery terms, delivery time, reliability of supply, and availability of forward
contracts had the greatest number of very important ratings (table II-12).
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Table 1I-11

Hard red spring wheat: importance ranking of purchase facters, as reported by U.S. purchasers

Factor

Number of firms reporting

Very important

Somewhat important

Not important

Availability

1

—

Delivery terms

Delivery time

Discounts offered

Lowest spot price

Lowest forward price

= | SjJOoO|O|O| O

Minimum gquantity requirements

Packaging

Dockage

Test weight

Moisture-adjusted protein content

Vitreous kernel count

Product range

Wl =] =2 |O]1O] | W

Product consistency

Reliability of supply

Technical support/service

= lo|lwo|l|b]iN]|~N|O{~r|lW|R|~N|RRIT]|OC|OC

Transportation network

U.S. transportation costs

00|

|l w| o] =

Availability of forward contracts

8

Wlweklaje|l MRl ]| ]| W

Source: Compiled from data submitted in response to Commission questionnaires.
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Table lI-12
Hard red winter wheat: Importance ranking of purchase factors, as reported by U.S. purchasers

Number of firms reporting

Factor Very important | Somewhat important Not important

Availability 1

Delivery terms 1

—

Delivery time

Discounts offered

Lowest spot price

Lowest forward price

Minimum guantity requirements

Packaging

Dockage

Test weight

Moisture-adjusted protein content

“|lw|[nv]w] o
oclololo|m|nw|olelelololo

Vitreous kernel count

—_

Product range

Product consistency

Reliability of supply

Technical support/service

Transportation network

alej]lojlaoamm|IMM|O|lbB]|R|]OWINM ORI NM]|IO]D] D

U.S. transportation costs

= InN|WlR]|]OIM]|RR[A]M]w]| W

S| O | O W]Oo| o

Availability of forward contracts 6

Source: Compiled from data submitted in response to Commission guestionnaires.

Comparisons of U.S. and Canadian Wheat

Purchasers were asked to compare U.S. and Canadian durum and hard red spring wheat on the 19
purchase factors. Purchasers’ perceptions that U.S. durum was superior to Canadian durum were
strongest with respect to discounts offered, lowest spot price, and moisture-adjusted protein content
(table II-13). U.S. durum was rated inferior to Canadian durum with respect to dockage, product
consistency, reliability of supply, and availability of forward contracts. Millers stated that forward
contracting plays an important role in risk management, but does not affect price and that the risk-
reduction features of U.S. government programs reduce the incentives for U.S. producers to participate in
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Table 1I-13

Comparisons between U.S.-produced and imported Canadian durum wheat, as reported by U.S.

urchasers

Factor

Number of firms reporting

U.S. superior

Comparable

U.S. inferior

Availability

Delivery terms

-

—

Delivery time

Discounts offered

Lowest spot price

Lowest forward price

= I Ww| o

Minimum quantity requirements

Packaging

Dockage

Test weight

Moisture-adjusted protein content

oMl ERlj]lOoO|lOjOo]| 2O M

Vitreous kernel count

—_

Product range

= | olNM|O]|OoO| O

—_

Product consistency

Reliability of supply

Technical support/service

ol w]wx,

Transportation network

—

U.S. transportation costs

o|lolo|Oo| O

o

Availability of forward contracts

0

WlN]|o ||| W( MmO ||| &

Source: Compiled from data submitted in response to Commission questionnaires.

forward contracting™. *#* rated U.S. durum infertor with respect to customer service orientation,
discase-related damage, durum ash levels, and durum pigmentation. Purchasers usually rated U.S.-
produced hard red spring wheat superior or comparable on most factors (table II-14). The Canadian
product was usually rated comparable or better with respect to dockage and product consistency.

¢ NAMA’s posthearing brief, pp. 8-11.
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Table 1I-14

Number of firms reporting

Hard red spring wheatl: Importance ranking of purchase factors, as reported by U.S. purchasers

Factor U.S. superior Comparable L).S. inferior
Availability 2 8 0
Delivery terms 2 8 0
Delivery time 2 7 1
Discounts offered 0 0 0
Lowest spot price 2 8 0
Lowest forward price 2 7 1
Minimum quantity requirements 2 8 0
Packaging 1 b 0
Dockage 1 4 5
Test weight 1 9 0
Moisture-adjusted protein content 2 7 1
Vitreous kernel count 1 9 0
Product range 2 7 1
Product consistency 1 5 3
Reliability of supply 1 8 0
Technical suppori/service 1 6 1
Transportation network 1 g 0
U.5. transportation costs 1 9 0
Availability of forward contracts 1 7 1

Source: Compiled from data submitted in response to Commission questionnaires.

Purchasers were asked if imported Canadian wheat and domestically grown wheat could be used

in the same applications. All 12 responding purchasers replied in the affirmative. *** responded that

wheat from both sources is used for bread making and other yeast-raised baked goods. *** reported that
there were some limitations; for instance, Canada produces virtually no hard red winter wheat.
Purchasers were asked if they specifically ordered durum or hard red spring wheat from one
country in particular over other possible sources of supply. Out of 17 responding purchasers, 11
responded affirmatively and six responded negatively. *** stated that each year wheat in different
locations has different baking and milling characteristics and it purchases wheat based on qualities
available from specific locations. *** stated that Canadian durum has less damage and dockage, greater

uniformity, better color, and lower ash levels and that Mexican durum provides strong gluten and lower

moisture, damage, and ash levels. *** reported that some customers require wheat of U.S. origin;

therefore, its first choice is to purchase wheat of U.S. origin.
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Purchasers were asked if certain grades or types of durum and hard red spring wheat were
available from only a single source. Seven purchasers responded in the affirmative and nine in the
negative. *** reported that over the last several years No. 1 and No. 2 Canadian western amber durum
have had distinct attributes useful to its milling operations. *** reported that its durum mill is set up for
desert durum and that northern durum, whether U.S. or Canadian, is less efficient. *** added that higher
protein hard red spring wheat can only be purchased from northern plains states, in particular, North
Dakota, and that Kansas is the primary source of hard red winter wheat based equally on quality, price,
and availability. ***, which responded affirmatively, stated that less than 1 percent of its total purchases
of hard red spring and hard red winter wheat was available from a single source; some spring wheat from
Canada had an exceptionally high falling number. *##* stated that Canada and the United States have
different varieties of wheat, such as Canadian western extra strong and Canadian western red spring. *#*
stated that Canadian western extra strong (a variety of Canadian western red spring) has very high gluten
strength but only accounts for about 1 percent of its hard red spring wheat requirements.

Purchasers were asked their reasons for purchasing from only one source. *** stated that the
better quality of Canadian durum justifies the typical premium for the Canadian product. It added that
forward contracting is important and Canada has been more active in long-term contracting, but certain
1J.S. groups have taken longer positions over the last 12 to 18 months. *** stated that it occasionally
bought durum from one source at a premium because of the ability to forward contract. **¥ stated that
the ability to forward contract and the consistency of spring wheat from Canada tend to be better. Also,
Canadian wheat tends to be cleaner, and delivery is more reliable on rail shipments. **%¥ stated that
Canadian and U.S. wheat is approximately the same, but that it prefers to purchase from certain entities
based on consistency over entire shipment, transportation arrangements, and a “no-hassle” relationship.
*%% reported that it has always purchased from the lowest-price origin that has the required service,
characteristics, and availability. *** stated that it purchases U.S.-origin wheat.

ELASTICITY ESTIMATES AND WELFARE MODELS

The estimates of elasticities, as discussed in the report for the preliminary phase of the
investigations,” have only been slightly modified. Petitioners presented an econometric model that
concerns the effect of Canadian imports on U.S. producers income, which is discussed at the end of this
section.

Supply Elasticities

The domestic supply elasticity indicates how U.S. producers will respond to changes in the
market prices of durum wheat and hard red spring wheat. Research at the USDA®* and North Dakota
State University® found the own-price supply elasticity of U.S. wheat to range between about 0.3 and
1.0. The supply elasticity for durum wheat was higher than that of hard red spring wheat. A range of 0.5
to 1.0 is suggested for both products, with durum being in the upper part of that range.

The import supply elasticity for Canadian wheat reflects production possibilities in Canada and
also how easily it can shift shipments from one market to another. Although transportation advantages

3! Durum and Hard Red Spring Wheat from Canada, invs. Nos. 701-TA-430A and 430B and 731-TA-1019A and
1019B (Preliminary}, USITC Pub. 3563, December 2002, pp. 1I-13-11-14.

3 Walter Gardiner, Vernon Roninger, and Karen Liu, Elasticities in the Trade Liberalization Database,
ERS/USDA, May 1989, table 3.

* Won Koo, et al., Economic Analysis of the Proposed North Dakota Wheat Pool, Dept. of Agricultural
Economics, North Dakota State University, January 1999, p. 44.
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influence the choice of export markets, it nevertheless appears that the CWB could switch to different
export markets without tremendous difficulty. An import supply elasticity in the range of 5 to 10 is
suggested.

U.S. Demand Elasticity

The U.S. demand elasticity shows how consumers will respond te changes in the U.S. market
prices of durum and hard red spring wheat. Petitioners cited research that shows the own-price elasticity
of demand for hard red spring wheat to range from -1.87 to -0.21.>* Barnes and Shields found own-price
demand elasticities to range from -0.47 to -0.21 for hard red spring wheat and from -0.15 to -0.16 for
durum.”® Available information suggests that the demand is inelastic; a range of -0.6 to -0.2 is suggested
for both durum and hard red spring wheat.

Substitution Elasticities

The elasticity of substitution, as usually referred to in trade cases, is a measure of the substitution
possibilities between the imported and similar domestic products. As discussed, Canadian western amber
durum and U.S. hard amber durum appear to be close substitutes, and Canadian western red spring wheat
and U.S. hard red spring wheat appear to be close substitutes. The substitution elasticity is likely to
range from 10 to 15.

There is a limited amount of empirical work on estimates of cross-price elasticities that indicate
how easily different types of wheat can be substituted for each other. Barnes and Shields found positive
cross-price ¢lasticities for hard red winter wheat and for hard red spring wheat while estimating demand
equations, respectively, for hard red spring wheat and for hard red winter wheat. Positive coefficients are
an indication that the two products are substitutes. Because the coefficient was larger (0.75) for hard red
spring wheat in the hard red winter wheat equation than for hard red winter wheat in the hard red spring
wheat equation (0.19), they concluded that hard red spring wheat was more substitutable for hard red
winter wheat than hard red winter wheat is for hard red spring wheat.*

Welfare Models

Without presenting a formal model, key facts are summarized and some possible outcomes of the
less-than-fair-value pricing and countervailable subsidies are discussed. The Canadian market share for
durum wheat (see table C-1) was 18.0 percent in 2000/01, 29.3 percent in 2001/02, and 20.8 percent in
2002/03. The Canadian market share for hard red spring wheat (see table C-2) was 12.8 percent in
2000/01, 15.9 percent in 2001/02, and 5.8 percent in 2002/03. These market shares, in a sense, represent
upper bounds of the effects on U.S. producers if Canadian imports were eliminated from the market.
Commerce’s margins total 13.55 percent for durum wheat and 14.16 percent for hard red spring wheat
(see footnotes 4 and 5, Part I). If these margins had been applied as duties in recent marketing years, they
likely would have greatly reduced imports, although not completely shutting imports out of the U.S.
market. With higher import prices, demand for the similar domestic products would shift out. Given the
inelastic nature of both U.S. supply and demand, the resulting equilibrium would likely show a very

> Petitioners’ prehearing brief, exh. 7.

35 James N. Barnes and Dennis Shields, “The Growth in U.S. Wheat Food Demand,” Wheat Yearbook, March
1998, USDA, pp. 27-28.

% Barnes and Shields, pp. 18-26. These were the results from ordinary least squares estimation. Using other
estimation techniques sometimes reversed the magnitudes of the coefficients.
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small increase in quantity and a larger increase in price relative to the quantity change.”” The CWB upon
finding barriers to exporting to the United States would likely increase shipments to third-country
markets. Because Canada is a large exporter, particularly of durum, its increased exports may be enough
to affect price in some markets; thus, a slightly lower world price could resuit. Also, U.S. exporting
firms, after discovering relatively higher domestic prices compared to the rest of the world, would likely
divert some export shipments to domestic consumption.

Petitioners presented a model to examine the effects of Canada wheat imports on the income of
U.S. wheat producers.® Their model is briefly summarized and then some comments are made. A profit-
like function is posited (equation 1} and set equal to income. The cost portion of this equation is
specified as a linear function of production quantity and inserted into equation 1, and then they divide
this equation by production quantity (equation 6). The U.S. supply of durum and hard red spring wheat
is defined as beginning stocks plus production quantity plus imports (equation 7). The U.S. demand is
- defined as domestic consumption plus exports. The farm price of wheat is asserted to be a linear
function of supply and demand (equation 10). Equation 7 is substituted into equation 10 (equation 11).
Equation 10 is substituted into equation 6 (equation 12). Equation 11 is substituted into equation 6
{equation 13). Equattons 11 and 12 are estimated empirically. The following claims are made: (1)
supply and demand conditions accurately explain wheat farmers’ income; (2} increases in domestic
wheat supply do not decrease wheat farmers’ income as much as increases in imports; and (3) each 10
million bushels of Canadian wheat imports decreases wheat farmers incomes by about $107 million.

While specifying farm costs as a simple linear function of production costs might be adequate for
theoretical work, and would imply constant marginal costs, it is inadequate for empirical work. An
empirically specified profit or cost function should include input prices, such as prices of labor, land rent,
and other inputs and either output or output price. A typical specification of demand would include the
own price, prices of substitutes, and income or quantity or price of some product produced from wheat,
such as flour. Not including these factors risks mis-specification and could seriously bias estimates of
the included variables. It is interesting to note that domestic demand was defined to include exports,
although imports into the United States would not directly affect the price of exports. Income per bushel
is an unusual dependent variable; it is unclear whether it is net incorne (costs subtracted out) or gross
income. In either case, wheat price is a prominent factor in the left-hand side variable. Right-hand side
variables include supply and demand, which are endogenously determined with price. There are no tests
for endogeneity, and simultaneous equation bias ts likely. Also, time series data were used from 1990 to
2002, and these data are typically autocorrelated. Regressions using such time-series data typically lead
to autocorrelated residuals and spurious regression results. No tests or adjustments were made for
autocorrelation. Besides these problems, the statistical results were not encouraging; R-squares range
from (.356 to 0.365. Based on these problems, their conclustons 2 and 3 are totaily unsupported from
this work.

7 Models presented by petitioners and respondents regarding price effects are discussed in app. E.

% Petitioners” prehearing brief, exh. 17.
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PART III: U.S. PRODUCERS’ PRODUCTION, SHIPMENTS, AND
EMPLOYMENT!

The Comimission analyzes a number of factors in making injury determinations (see 19 U.S.C. §§
1677(7)(B) and 1677(7}C)). Information on the final margins of dumping was presented earlier in this
report and information on the volume and pricing of imports of the subject merchandise is presented in
Parts IV and V. Information on the other factors specified is presented in this section and/or Part VI and
(except as noted) is based on publicly available data. Official statistics as published by USDA and
unrevised by staff are presented in appendix D.

U.S. PRODUCERS

According to the 1997 Census of Agriculture,” there were 243,568 farms growing all types of
wheat; 46,268 farms growing spring wheat;’ 6,887 farms growing durum wheat; 40,737 farms growing
winter wheat;* and 161,324 farms growing non-specified wheat in 1997.% Table III-1 shows the number
of durum wheat farms, acres harvested, and quantity grown by state in 1997. Table HI-2 shows the
number of spring wheat farms, acres harvested, and quantity grown by state in 1997. Table I1I-3 shows
the number of winter wheat farms, acres harvested, and quantity grown by state in 1997. Table IIl-4
shows the number of unspecified wheat farms, acres harvested, and quantity grown by state in 1997.
Table II-5 shows the number of farms of all types of wheat, acres harvested, and quantity grown, arrayed
by size in 1997.° With regard to land tenure of the 243,000 wheat farms in the United States, 71,000,
138,000, and 34,000 wheat farms were operated by full owners, part owners, and tenants (rented),
respectively.” Part owners own some of the land farmed and rent the remainder. In 1997, part owners
produced about two-thirds of wheat production in the United States, while full owners and tenants each
produced about one-sixth of wheat production in the United States. Thus, most wheat is typically grown
in the United States by farmers who both own and rent.

! Some of the USDA data presented in this report do not match data presented in the staff report of the
preliminary phase of the investigations due to changes in its historical data.

? The USDA conducts a Census of Agriculiure survey every five years. The 2002 Census of Agriculture is not
expected to be published until 2004,

3 The variations of spring wheat consist of hard red spring and hard white spring. The 1997 Census of
Agriculture does not present data on the number of farms growing red vs. white spring wheat. Petitioners estimate
that there are 40,407 TLS. producers of hard red spring wheat. Petition, p. 5.

* The variations of winter wheat consist of hard red winter, hard white winter, soft red winter, and soft white
winter. USDA does not present data on the number of farms by type of winter wheat.

SUSDA, 1997 Census of Agriculture, vol. 2, Part 51, ch. 2, table 26. Non-specified wheat was shown when a
type not commonly produced in a State was reported on a form not intended for use in that State or when reporting
errors were suspected. The large number of non-specified wheat farms indicates that the actual number of durum,
spring, and/or winter wheat farms may be substantially understated.

¢ The number of farms arrayed by size is not available by type of wheat.

TUSDA, 1997 Census of Agriculture, table 46, p. 60. USDA does not provide data separately for farms that are
cash rented and/or share rented.
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Table Il

Durum wheat: Number of U.S. growers, acres harvesied, and quantity grown, by state, 1997

State Number of farms Acres harvested Quantity (in bushels)
Arizona 272 92,412 8,208,026
California 353 134,710 12,490,437
Minnesota 30 3,823 142,151
Montana 631 289,211 7,483,240
North Dakota 5457 2,540,885 56,415,384
South Dakota 144 38,691 1,063,228
Total--United States 6,887 3,099,732 85,802,466

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

Table IlI-2

Spring wheat: Number of U.S. growers, acres harvested, and quantity grown, by state, 1997

State Number of farms Acres harvested Quantity (in bushels)
Arizona 2 " (")
California 187 32,108 2,244 963
Colorado? 373 49,674 3,857,762
Idaho? 2,708 567,369 45,270,813
Michigan 119 4,574 211,185
Minnesota® 9,051 2,329,490 72,702,523
Montana® 6,536 3,835,928 111,027,909
Nevada’® 25 " 8
New Mexico 20 3,972 293,140
North Dakota® 16,915 8,270,597 202,714,112
Oregon? 786 117,363 6,401,636
South Dakota® 7,093 1,852,380 51,327,468
Utah? 278 18,779 910,295
Washington? 1,723 379,142 20,973,057
Wisconsin® 298 6,393 256,716
Wyoming® 154 14,979 487,188
Total--United States 46,268 17,488,113 519,176,940

! Data withheld by USDA to avoid disclosing information of individual firms.
2 |dentified as a state preducing hard red spring wheat in 2002.

Source: Compiled from official statistics of the U.S. Department of Agriculture.
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Table IlI-3

Winter wheat: Number of U.S. growers, acres harvested, and quantity grown, by state, 1997

State Number of farms Acres harvested Quantity (in bushels)
Arizona' 47 G )
California’ 1,554 414,253 27,636,777
Colorada’ 5,166 2,465,426 72,798,764
Idaho’ 3,693 843,609 63,671,036
Michigan' 8,896 ‘495,168 28,220,974
Minnesota’' 906 58,285 1,686,400
Montana' 3,229 1,477,197 53,703,333
Nevada 59 (%) )
New Mexico' 694 260,218 8,311,917
North Dakota' 352 62,644 1,392,764
Oregon' 2217 765,499 48,293,267
South Dakota' 4,481 1,286,456 37,080,115
Utah' 981 163,693 6,922,018
Washington' 3,677 2,043,364 130,151,086
Wisconsin 4,334 144,076 7,826,934
Wyoming’ 571 208,062 6,033,475
Total--United States 40,737 10,710,228 496,041,365

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

! |dentified as a state producing hard red winter wheat in 2002, lllinois, lowa, Kansas, Kentucky, Louisiana,
Missouri, Nebraska, New York, Oklahoma, and Texas weve listed as states producing hard red winter wheat in
2002, but were not listed as winler-wheat-producing states in 1997,

2 Data withheld by USDA to avoid disclosing information of individual firms.




Table 1l1-4
Nonspecified wheat: Number of U.S. growers, acres harvested, and quantity grown, by state, 1997

State Number of farms Acres harvested Quantity (in bushels)
Alabama 732 82,440 3,326,421
Alaska 3 (") ("}
Arkansas 3,361 763,388 35,361,702
Connecticut 2 M "
Delaware 652 75,265 4,687,739
Florida 189 16,231 685,557
Georgia 2,115 299,188 12,691,834
lllinois 14,822 883,558 53,954,013
indiana ' 10,658 545,027 29,208,090
lowa 719 22,123 905,333
Kansas 30,392 9,560,615 407,515,802
Kentucky 3,180 408,771 21,658,648
Louisiana 528 98,911 3,755,759
Maine 15 551 32,881
Maryland 2,339 199,351 12,711,370
Mississippi 697 155,049 6,547,211
Missouri 12,394 1,055,664 52,178,347
Nebraska 9,826 1,772,069 61,578,806
New Jersey 541 38,104 2,191,141
New York 1,887 120,927 6,339,980
North Carclina 5,849 616,397 30,357,728
Ohic 18,747 994,276 55,105,157
Okiahoma 13,935 4,825,074 141,302,977
Pennsylvania 6,381 167,488 8,526,375
South Carolina 2,138 306,935 14,500,101
Tennessee 2,380 305,175 . 13,482,402
Texas 13,669 3,860,325 108,242,787
Vermont 14 448 21,695
Virginia 2,888 257,063 15,504,394
West Virginia ' 191 7,620 421,453
Total--United States 161,324 27,538,271 1,103,005,913
' Data withheld by USDA to avoid disclosing information of individual firms.
Source: Compiled from official statistics of the U.S. Department of Agriculture.
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Table llI-5
Wheat: Number of U.S.

rowers, acres harvested

and quantity grown, by size of farm, 1997

Farm size Number of farms Acres harvested Quantity (in bushels)

1 1o 14 acres 28,965 248,693 11,216,066
15 to 24 acres 24,665 465,940 21,666,119
25 to 49 acres 37,785 1,315,505 61,697,015
50 to 99 acres 39,246 2,692,636 121,738,637
100 to 249 acres 49,304 7,637,971 317,088,525
250 to 499 acres 29,308 10,206,821 389,975,533
500 to 999 acres 21,514 14,684,021 530,083,445
1,000 to 1,999 acres 9,998 13,211,391 464,776,868
2,000 to 2,999 acres 1,848 4,298,531 144,195,078
3,000 to 4,999 acres 736 2,631,362 88,925,050
5,000 acres or more 199 1,445,468 52,664,348
Total 243,568 58,836,344 2,204,026.684

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




ACREAGE PLANTED, ACREAGE HARVESTED, PRODUCTION, AND YIELD®

Data on acreage planted, acreage harvested, production, and vield for durum, hard red spring,
hard red winter, and hard red spring and hard red winter wheat, combined, are presented in table ITI-6.
Approximately 90 percent of spring wheat (excluding durum wheat) produced in the United States was
accounted for by the production of hard red spring wheat in 2002. Approximately 53 percent of winter
wheat produced in the United States was accounted for by the production of hard red winter wheat in
2002.°

¥ The Commission requested all parties and several state extension services to provide information or sources of
information on the following 5 factors concerning the U.S. durum and hard red spring industries if they had any such
information or sources of information: (1) the extent to which U.S. farmers switch between growing durum and non-
durum wheat; (2) factors that affect acres of durum and hard red spring wheat planted and harvested in the United
States; (3) the effect of government support programs on U.S. farmers’ durum and hard red spring wheat planting
decisions; (4) the reasons for any reduction in acreage of durum and hard red spring wheat planted in the United
States; and (5) factors other than imports that may bear on the state of the U.S. durum and hard red spring wheat
industries, such as product quality and availability. Responses were received from counsel to petitioners, counsel to
the CWB, the Montana Wheat & Barley Committee, the Scuth Dakota Wheat Commission, and the American Italian
Pasta Co.

None of the responses to the Commission’s inquiry included any published data on the extent to which U.S.
farmers switch between growing durum and non-durum wheat. It is believed that no such literature and precise data
on this issue exist. Therefore, this information is unknown. However, all responses stated that U.S. farmers have the
ability to switch between growing durum and non-durum wheat, but several noted numerous reasons against such an
action including weather, environmental restrictions, seil conditions, the problem of “add mixture,” transportation
costs to elevators, and profitability.

Prices, environmental factors, weather, crop rotation, and growing alternative crops were reported as factors that
affect the acres of durum and hard red spring wheat planted and harvested in the United States. However, higher
seeding and fertilizing costs and the delisting of durum wheat futures contracts on the Minneapolis Grain Exchange
which eliminated hedging on durum wheat make durum wheat a riskier wheat to produce.

Counsel to the CWB stated that the marketing assistance loan program, the Crop Revenue Coverage (CRC)
program, and the 1996 Farm bill have influenced durum and hard red spring wheat planting decisions in the United
States. The CRC program became no longer available for durum wheat planted in 2001. The Montana Wheat and
Barley Committee and the South Dakota Wheat Commission stated that, although the higher government loan rates
for alternative crops can possibly affect planting decisions for farmers in Montana and South Dakota, no government
support programs have had any effect on planting decisions in those States due to environmental factors and other
risks that limit them from growing other alternative crops. Petitioners stated that current U.S. government support
programs do not impact the planting decisions of durum and hard red spring wheat producers due to “de-coupled”
programs and the lag in payments that typically come after the crop season is over. See Part II for further
information on government programs.

Cyclical factors mentioned such as weather, crop rotations, and soil conditions were reported as factors that
affect acreage of durum and hard red spring wheat planted in the United States. Other reported factors include low
prices, risk of growing alternative crops, increased production of alternative crops, and quality risk due to major
diseases.

Reported factors other than imports that bear on the state of the durum and hard red spring wheat industries
include the cyclical factors mentioned above, wheat farmers’ inability to move in and out of production due to high
capital investments made, inventories of wheat held in the United States, supply of wheat in the world market, and
wheat diseases such as Fusarium Head Blight.

9 USDA, ERS, Wheat Situation and Outlook Yearbook, WHS-2003, March 2003, p. 34.
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Table -6

Durum, hard red spring, and hard red winter wheat: U.S. producers’ acreage planted, acreage

Marketing year’

harvested, production, and yield, marketin? years 2000/01, 2001/02, 2002/03, and 2003/04

ltem 2000/01 2001/02 2002/03° 2003/04°

Durum wheat:

Acreage planted (million acres) 3.9 2.9 29 2.8

Acreage harvested (million acres) 36 2.8 27 27

Production (million bushels) 110 84 79 87

Yield {bushels per acre harvesied) 30.7 30.0 29.4 341
Hard red spring wheat:

Acreage planted (million acres) 14.4 14.8 14.9 13.0

Acreage harvested (million acres) 13.6 13.8 12.6 12.7

Production {million bushels) 502 476 357 460

Yield (bushels per acre harvested) 37.0 34.6 28.2 36.7*
Hard red winter wheat:

Acreage planted (miltion acres) 30.4 29.0 29.8 32.0

Acreage harvested (million acres) 23.6 20.9 19.6 257

Production {miflion bushels) 846 767 609 1,093

Yield (bushels per acre harvested) 35.9 38.7 311 424
Hard red spring and hard red winter wheat:

Acreage planted (miflion acres)® 448 43.8 447 45.1

Acreage harvested (miflion acres)® 37.2 34.7 323 384

Production (mitfion bushels)® 1,348 1,243 966 1,553

Yield (bushels per acre harvested) 36.2 35.8 29.9 40.4

* Yield figure as reported by USDA.

" The U.S. marketing year begins June 1 and ends May 31.
2 Marketing year 2002/03 data are estimates.
3 Marketing year 2003/04 data are projections.

Note.--Because of rounding, figures may not add te the totals shown.

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




U.S. PRODUCERS’ DOMESTIC SHIPMENTS AND EXPORT SHIPMENTS

U.S. producers’ shipments data, per se, are not available. Shipment data for domestic durum,
hard red spring, hard red winter, and hard red spring and hard red winter wheat, combined, are shown in
table IM1-7.%°

U.S. PRODUCERS’ INVENTORIES

U.S. producers’ end-of-period inventories of durum wheat and end-of-period inventories of
domestic hard red spring, hard red winter, and hard red spring and hard red winter wheat, combined, are
shown in table III-8 (although inventories held by the farmers are available for durum wheat, other wheat
inventory data are available only as a combined figure encompassing inventories held at all levels of
trade).

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

Employment data related to the production of durum and hard red spring wheat are limited."!
Estimated data on wages and productivity for all wheat producers in the United States (table 111-9),
durem wheat producers in North Dakota (table II-10), and hard red spring wheat producers in Minnesota
(table III-11), North Dakota (table 111-12), and South Dakota (table ITI-13) are presented.'?

Data on the total number of workers, hours worked, and wage rates do not exist for U.S. wheat
growers for reasons intrinsic to farming. Wheat is grown on cash-grain farms that employ both the
farmer, often unpaid family members, hired laborers, and contracted service workers. The farmer
provides most of the farm labor, and is compensated through a combined single economic return for the
labor provided and management at the end of the year. Most wheat farmers employ contract (custom)
services, such as wheat combining or farm chemical application, but some choose to do these tasks
themselves. These cash-grain farms'® also grow other crops such as sunflower-seed, barley, canola,
soybeans, or forage crops, and sometimes raise livestock which also occupy the time of the farmer and
hired laborers. As a result, there is no meaningful way to allocate employment data solely to wheat
production, and no such data are collected.

The USDA does collect information on wages and the number of “hired field and livestock
workers and agricultural service workers,” but such data exclude farmers.” In October 2002, for
example, total employment of hired field and livestock workers on farms and ranches amounted to 1.2

1 USDA does not collect data on the value of shipments of domestic product. Average unit values of shipments
of domestic product also are not available.

" The petition included employment data for hired workers and wage rates for field crop and livestock workers.
Petition, exh. 1-42, However, such data are not specific to wheat farmers.
Petitioners claim that employment in the domestic industries is down. Hearing transcript, pp. 42-43.
Staff contacted state extension services of the major wheat producing states for employment information, but
none were available. It is believed that data on the number of employees and hours worked do not exist.

12 These data are derived from the financial data obtained from USDA and the appropriate States, as discussed in
Part VI of this report.

1 The term “cash-grain farms™ is drawn from the Standard Industrial Classification (SIC #0111). Tt is defined
under the 1997 North American Industry Classification System (NAICS) as the following: this industry group
comprises establishments primarily engaged in (1) growing oilseed and/or grain crops and/or (2) producing oilseed
and grain seeds. NAICS, 1997, p. 38.

#USDA, NASS, Farm Labor, November 15, 2002, pp. 3 and 11.
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Table IWll-7
Durum, hard red spring, and hard red winter wheat: Shipments of domestic product, by types,
marketing years 2000/01, 2001/02, 2002/03, and 2003/04

Marketing year’

ltem 2000/01 2001/02 2002/03% 2003/04°

Quantity {million bushels)

Durum wheat;:

U.S. shipments® 55 43 47 49
Export shipments® 56 50 37 35
Total shipments 111 93 86 84

Hard red spring wheat:

U.S. shipments* 282 244 171 205
Export shipments® 227 216 254 255
Total shipmehts 509 460 425 460

Hard red winter wheat:

U.S. shipments* 500 466 472 485
Export shipments® 393 349 311 460
Total shipments 893 815 783 945

Hard red spring and hard red winter wheat:

U.S. shipments* 782 711 643 690
Export shipments® 620 565 565 715
Total shipments 1,402 1,276 1,209 1,405

' The U.S. marketing year begins June 1 and ends May 31.

2 Marketing year 2002/03 data are estimates.

3 Marketing year 2003/04 data are projections.

4 USDA does not collect the quantities of .S, producers' U.S. shipments, U.S. producers’ U.S. inventories
{except for durum wheat), and U.S. producers’ exports. Quantities of U.S. shipments of domestic product were
derived by subtracting U.S. expoit shipmenis and U.S. end-of-period inventories (adjusted for hard red wheats to
exclude inventories of imports} from the sum of UJ.5. beginning-of-period inventories (adjusted for hard red wheats
1o exclude imports) and U.5. production. For wheats other than durum, U.S. imports were excluded from U.S.
inventories by multiplying U.S. inventories by a factor of U.S. production to U.S. production pfus U.S. imports.
Official USDA and Commerce statistics, which do not include flour and wheat products, were used as import data.

% 1).8. export data published by the USDA include flour and wheat products. Approximately 96 and 97 percent
of all wheat exports were accounted for by unmilled wheat in marketing years 2000/01 and 2001/02, respectively.
Approximately 92 percent of durum wheat exports were accounted for by unmilled durum wheat in marketing year
2001/02. Data received from ***, USDA, September 30, 2002 and October 7, 2002. Exports can include
imported products. However, these guantities are believed to be immaterial.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Compiled from official Commerce statistics and official LUSDA statistics.
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Table IIi-8
Durum, hard red spring, and hard red winter wheat: End-of-period inventories of U.S. product, marketing years 2000/01,
2001402, 2002/03, and 2003/04

Marketing year’
Item 2000/01 2001/02 2002/03* 2003/04°

Dururmn wheat:*

Inventories (miflion bushals) 29 21 15 19

Ratio to production (percent) 28.5 245 19.0 215

Ratio to U1.S. shipments® (percent) 52.7 48.5 31.8 38.6

Ratio to total shipments® (percent) 26.2 223 17.8 225
Hard red spring wheat:®

inventories (million bushels) : 194 210 141 141

Ratio to protuction {percent) 38.6 44.1 39.5 30.7

Ratio to U.S. shipments® (perceni) 68.7 85.8 821 89,0

Ratio to total shipments® {percen) 38.1 45.6 331 a0.7
Hard red winter wheat:®

Inventories {million bushels) 411 382 188 336

Ratio to production (percent) 488 47.2 30.9 30.8

Ratio to U.5. shipments® (percent) 822 777 39.9 §9.3

Ratio 1o total shipments® (percent) 48.0 44.4 24.1 5.6
Hard red spring and hard red winter wheat:®

Inventories (million bushels) 605 572 az9 - 477

Ratio to production {percent) 44.9 46.0 341 307

Ratio to U.S. shipments® (parcenf) 77.3 80.5 51.2 §9.2

Ratio to total shipments® (percentf) 431 44.8 27.2 34.0

' The U.8. marketing year begins June 1 and ends May 31.

2 Marketing year 2002/03 data are estimates.

2 Marketing year 2003/04 data are projections.

4 USDA collects data for on-farms inventory of durum wheat. However, it does not publish projections of these data.
Therefore, dururn wheat inventory data for U.S. producers in marketing years 2000/01, 2001/02, and 20G2/03 are based on on-
famms inventory data already collected by USDA. Projsctions for U.S. producers’ durum wheat inventory in marketing year
2003/04 are adjusted to exclude USDA projected imports. U.S. producers’ end-of-period inventories of durum wheat were
derived by muttiplying end-of-period inventories, including imports, by a factor of U.S. production to U.S. production plus U.S.
imports. Because durum wheat inventory data for marketing year 2003/04 include inventory held at all levels of trade including
mills, elevators, warehouses, terminals, and processors, inventory data for durum wheat in marketing year 2003/04 are believed
to be greatly overstated. Official USDA on-farms and off-farms inventory data for durum wheat are presented in table D-2.

% Data on U.S. shipments and total shipments uised in the ratios to inventories were also adjusted te exclude imports.

® USDA does not callect guantities of LS. producers’ end-of-period inventories of hard red spring and hard red winter wheat.
In addition, on-farms inventory data are not available for hard red spring and hard red winter wheat. U.S. producers’ end-of-
pericd inventories of hard red spring and hard red winter wheat were derived by multiplying end-of-period inventories, including
imports, by a factor of U.S. production to U.S. production plus L1.S. imports. Because data on hard red spring and hard red
winter wheat inventory collected by USDA include inventory held at all levels of trade including mills, elevators, warehouses,
terminals, and processors, such data are believed to be greatly overstated. It is not believed that USDA inventory data collected
for hard red spring and hard red winter wheat either follow or do not follow the same trend as that of on-farms inventory data for
all wheat. Official USDA on-farms and off-farms inventory data for afl wheat are presented in table D-2.

Note.--Ratios are computed from the unrounded inventory figures.
Source: Compiled from official Commerce statistics and official statistics of the U.S. Department of Agriculture.
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Table -9

All wheat: Production, hired labor expense, planted acres, harvested acres, wages,' and

roductivity,? marketing years 2000/01, 2001/02, and 2002/03

Marketing year®
ltem 2000/01 2001/02 2002/03*
Production (miffion bushels) 2,232 1,957 1,616
Hired labor (per planted acre)} $2.30 $2.45 $2.49
Planted acres (miflions) 62.6 59.6 60.4
Harvested acres (millions) 53.1 48.6 45.8
Wages (millions of doffars) 143.98 146.02 150.40
Productivity (per bushel) $0.06 $0.07 $0.09

dIVIdIl"Ig wages by production.

3 The U.S. marketing year begins June 1 and ends May 31.
* Marketing year 2002/03 data are estimates.

Source: Compiled from official USDA statistics and commodity costs and returns at
http/www.ers. usda.gov/data/costsandreturns/data.

' Wages are not published by the U.S. Department of Commerce. These figures were calculated by multiplying
the dollars of hired labor per planted acre by the number of planted acres.
2 Productivity data are not published by the U.S. Department of Commerce. These figures were calculated by

Table 1lI-10

Durum wheat: North Dakota’s production, hired labor expense,’ planted acres, harvested acres,

wages,” and productivity,® 2000-2002

Year®
Item 2000 2001 2002
Production (milfion bushels) 78.30 54.60 48.75
Hired labor (per harvested acre) $2.60 $2.93 $2.74
Planted acres (millions) 3.25 2.20 210
Harvested acres (millions) 2.90 2.10 1.95
Wages (millions of dollars) 7.54 6.15 6.34
Productivity (per bushel) $0.10 $0.11 $0.11

dl\ndmg wages by production.

calendar years.

USDA.

' The hired labor rates presented are the simple averages of hired costs for owned land and cash rented land
for durum wheat in North Dakota. Neither the USDA nor Nerth Dakota keeps records on the percentages of land
owned versus rented for durum wheat.

2 Wages are not published by the U_S. Department of Commerce. These figures were calculated by multiplying
the dollars of hired abor per harvested acre by the number of harvested acres.

3 Productivity data are not published by the U.S. Department of Commerce. These figures were calculated by

* Production, planted acres, and harvested acres are based on marketing years. Hired labor data are based on

Source: North Dakota Farm Business Management Education Program, Crop Enterprise Analysis, and the
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Table IlI-11

Hard red spring wheat: Minnesota’s production, hired labor expense,’ planted acres, harvested

acres, wages,” and productivity,’ 2000-2002

Year!
ltem 2000 2001 2002
Production {million bushels) 95.55 79.20 61.20
Hired labor {per harvested acre) $4.10 $4.28 $3.16
Planted acres (millions) 2.00 1.85 2.00
Harvested acres (milfions) 1.95 1.80 1.80
Wages (millions of doflars) 8.00 7.70 5.69
Productivity (per bushel) $0.08 $0.10 $0.09

! The hired labor rates presented are the simple averages of hired costs for owned land and cash rented land
for hard red spring wheat in Minnesota. Neither the USDA nor the state extension services of Minnesota keeps
records on what percentage of land is owned versus rented for hard red spring wheat.

2 Wages are not published by the U.S. Department of Commerce. These figures were calculated by muitiplying
the dollars of hired laber per harvested acre by the number of harvested acres.

% Productivity data are not published by the U.S. Department of Commerce. These figures were calculated by
dividing wages by preduction.

* Production, planted acres, and harvested acres are based on marketing years. Hired laboer data are based on
calendar years.

Source: Northwesterm Farm Business Management Averages, Crop Enterprise Analysis, and the USDA.

million, 14 percent of whom were employed on field crop farms, like wheat, soybean, comn, rice, and
cotton farms. USDA does not report the number of hired farm workers employed only on wheat farms.

Petitioners used the reported total number of hired field and livestock and agricultural workers to
estimate the employment of hired workers on durum and hard red spring wheat farms in four leading
states during 1999-2001." Petitioners estimated that in 2001 there were 47 hired agricultural workers on
durum farms in the four-state area, and 263 employees on hard red spring wheat farms, a decline from 65
and 314 employees, respectively in 1999, These data are based on reported agricultural labor
employment including farmworkers and laborers involved in farming, fishing, forestry, crop, nursery,
greenhouses, and ranch animals.'¢

13 Petitioners’ posthearing brief, exh. 32. The four States are North Dakota, South Dakota, Minnesota and
Montana.

18 Given the widely varying types and activities of the agricultural workers included in these data, no reliable
conclusions on employment trends of hired labor on durum and hard red spring wheat farms can be drawn from this
work.
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Table IH-12
Hard red spring wheat: North Dakota’s production, hired labor expense,’ planted acres, harvested
acres, wages,” and productivity,® 2000-2002

Year*
Hem 2000 200 2002
Production (million bushels) 233.60 234.60 165.20
Hired labor {per harvested acre) $3.20 $3.10 $2.83
Planted acres (miflions) 6.80 710 6.90
Harvested acres (millions) 6.40 6.90 5.90
Wages (millions of dollars) 20.48 21.39 16.70
Productivity (per bushel) $0.09 $0.09 $0.10

dividing wages by preduction.

calendar years.

USDA.

' The hired labor rates presented are the simple averages of hired costs for owned land and cash rented land
for hard red spring wheat in North Dakota. Neither the USDA nor North Dakota keeps records on the
percentages of land owned versus rented for hard red spring wheat.

2 Wages are not published by the U.S. Department of Commerce. These figures were calculated by multiplying
the doliars of hired labor per harvested acre by the number of harvested acres.

® Productivity data are not published by the U.S. Department of Commerce. These figures were calculated by

* Production, planted acres, and harvested acres are based on markeling years. Hired labor data are based on

Scurce: North Dakeota Farm Business Management Education Program, Crop Enterprise Analysis, and the

Table lI-13

Hard red spring wheat: South Dakota’s production, hired labor expense, planted acres, harvested

acres, wages,‘ and productivity,? 2000-2002

Year®
Iltem 2000 200 2002
Producticn (million bushels) 60.04 64.35 24.00
Hired labor {per harvested acre) $6.63 $4.65 $7.01
Planted acres {miltions) 1.65 1.70 1.70
Harvested acres (millions) 1.68 1.65 1.00
Wages (miltions of doHarS) 10.48 7.67 7.01
Productivity (per bushel) $0.17 $0.12 $0.29

hired labor by land tenure.
dividing wages by production.

calendar years.

' Wages are not published by the U.S. Department of Commerce. These figures were calcutated by multiplying
the dollars of hired labor per harvested acre by the number of harvested acres. South Dakota does not breakout

2 Productivity data are not published by the U.S. Depariment of Commerce. These figures were calculated by

? Production, planted acres, and harvested acres are based on marketing years. Hired labor data are based on

Source: Compiled from data derived from South Dakota Annual Reports, Farm/Ranch Business Management
Averages, Crop Production by Enterprise,
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PART IV: U.S. IMPORTS, APPARENT U.S. CONSUMPTION, AND
MARKET SHARES

U.S. IMPORTERS

The Commission sent gquestionnaires to 55 firms and received 27 responses, 11 of them
indicating that they do not import durum and/or hard red spring wheat from any source. On the basis of
Bureau of Customs and Border Protection (Customs) data, ¥#* accounted for *#*, ®## ##¥ qpd *+*
percent of imports of durum,' hard red spring,” hard red winter,’ and hard red spring and hard red winter
wheat combined from Canada, respectively, in marketing year 2001/02.* It was the largest importer of
durum and hard red spring wheat from Canada in marketing year 2001/02 and the ***,

*#%  No importers reported imports of durum wheat under temporary import bond.

! Twenty-six firms imported durum wheat from Canada in marketing year 2001/02. All but the following four
importers individuatly accounted for less than 1 percent of imports of durum wheat from Canada in marketing year
2001/02: #+¥

% Fifty-three firms imported hard red spring wheat from Canada in marketing year 2001/02. All but the following
Tiine importers accounted for less than 1 percent of imports of hard red spring wheat from Canada in marketing year
2001/02: ***,

3 Six firms imported hard red winter wheat from Canada in marketing year 2001/02. The three largest importers,
**% accounted for more than *** percent of the hard red winter wheat imports from Canada in marketing year
2001/02.

* Full marketing year 2002/03 Customs data will not become available until October 2003.
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U.S. IMPORTS®

USDA end-use certificate data are used for imports of durum and hard red spring wheat from
Canada and official Commerce statistics are used for all other imports. These are the best available data
because coverage of questionnaire data is incomplete.®

The quantity and value of U.S. imports of durum wheat are presented in table IV-1.” Hard red
spring wheat data are presented in table IV-2.* Hard red winter wheat data are presented in table IV-3;°

*> The CWB argues that based on a comparison of U.S. import data on durum and hard red spring wheat from
Canada as reported in official Commerce statistics, and Canada’s export data on hard red spring wheat to the United
States maintained by the Canadian Grains Commission, U.S. imports of wheat from Canada contain transshipments
to Latin America and the Caribbean. Such transshipments reporied by the CWB equal ***, **#% and *** bushels of
durum wheat and ***, *¥* and *** bushels of hard red spring wheat in U.S. marketing years 2000/01, 2001/02, and
2002/03, respectively. CWB’s posiconference brief, exh. 8 and foreign producer/exporter questionnaire response,
exh. 1. End-use certificate data received from the USDA confirm that there are transhipments of Canadian wheat
through the United States. All parties were requested on whether the Commission should use these data to estimate
the volume of transshipments. Petitioners claim that official Commerce statistics accurately reflect imports of wheat
from Canada and argue that official Commerce statistics should be used. Petitioners’ posthearing brief, app. 1, p. 5.
U.S. import, U.S. apparent consumption, and U.S. market share data using USDA end-use certificate data for
imports of durum and hard red spring wheat from Canada are presented in tables C-1 to C-4. The same data
including U.S, exports in apparent U.S. consumption are presented in tables C-1A to C-4A. U.S. import, U.S.
apparent consumption, and U.8. market share data using official Commerce statistics as imports data are presented in
tables C-5 1o C-7. The same data including U.S. exports in apparent U.S. consumption are presented in tables C-5A
to C-7A.

® The CWB stated that USDA end-use certificate data are the best option for determining imports of wheat from
Canada. CWB’s posthearing brief, exh. A-17, p. 146, Petitioners stated that the Commission should use official
Commerce statistics to determine the imports of wheat from Canada. Petitioners’ posthearing brief, app. 1, p. 5.
However, since official Commerce statistics do not reflect transhipments of Canadian goods through the United
States and thus do not-account for differences in imports for consumption and general imports, USDA end-use
certificate data are used to present imports of durum and hard red spring wheat imports from Canada for
consumption in the United States.

7 Import data on durum wheat are based on HTS statistical reporting numbers 1001.10.0010, {001.10.0091,
1001.10.0092, 1061.10.00935, E001.10.0096, and 1001.10.0099. Imports of durum wheat from Canada as shown in
this part of the report and in tables C-1 and C-1A are based on USDA data.

¥ Import data on hard red spring wheat from Canada are based on HTS statistical reporting numbers
1001.90.1000, 1001.90.2005, 1001.90.2011, 1001.90.2012, 1001.90.2013, 1001.50.2014, 1001.90.2016,
1001.90.2019, 1001.90.2021, 1001.90.2022, 1001.90.2023, 1001.90.2024, 1001.90.2026, 1001.90.2029, and
1001.90.2035. Imports of hard red spring wheat from Canada as shown in this part of the report and in tables C-2
and C-2A are based on USDA data. Imports of hard red spring wheat from Canada and all other sources based on
official Commerce statistics are slightly understated because HTS statistical reporting number 1001.90.2096, a
basket category mostly containing nonsubject imports, was not included for purposes of calculating hard red spring
imports. On an annual basis, approximately *** of wheat imported from Canada entered under HTS number
1001.90.2096 is believed to be hard red spring. Phone interview with *** USDA, Qctober 10, 2002. The two
largest importers of wheat imported under HTS number 1001.90.2096 from all sources other than Canada, ***,
account for the vast majority of wheat imported under that HTS number during June 2002 to March 2003 according
to Customs data. *** did not import hard red spring wheat. It imported soft red winter wheat. Telephone interview
with *¥*¥_ TJuly 16, 2003. ***_ Telephone interview with ***, August 12, 2003.

* Import data on hard red winter wheat are based on HTS statistical reporting number 1001.90.2050. The HTS
describes this category as “Canadian” western red winter wheat. Given its physical characteristics, all “Canadian”
western red winter wheat is a hard wheat. Therefore, imports of hard red winter wheat are believed o account for all

{continued...)
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Table IV-1
Durum wheat: U.S. imports, by sources, marketing years 2000/01, 2001/02, and 2002/03

Marketing year"

Source 2000/01 2001/02 2002/03
Quantity (bushels)?
Canada 12,228,230 17,947,129 12,577,808
All others 350,082 910,003 545,979
Total 12,678,312 18,857,132 13,123,788

Share of quantity (percent)

Canada 97.2 982 95.8
All others 2.8 4.8 4.2
Total 100.0 100.0 100.0

' The U.S. marketing year begins June 1 and ends May 31.
% To convent from kilograms to bushels, kilograms were muttiplied by 0.0367437, World Agricultural
Production, USDA, June 2003, p. 5.

Note.—Because of rounding, figures may not add to the totals shown. Shares are calculated from the unrounded
tigures.

Source: Compiled from official Commerce statistics and USDA end-use cerlificate data.

? {...continued)
of the merchandise imported under HT'S number 1001.90.2050. Since that HTS number captures imports only from
western Canada, data on U.S. imports of hard red winter wheat from Canada are believed to be understated by the
quantity of any imported hard red winter wheat from eastern Canada. Imports of hard red winter wheat from all
sources other than western Canada (including eastern Canada) are classified under HTS number 1001.90.2096. On
an annuat basis, approximately 15 percent (or 1,063,659 bushels in marketing year 2002/03) of wheat imported from
Canada under HT'S number 1001.90.2096 is believed to be hard red winter. Telephone interview with ***, USDA,
October 10, 2002. Therefore, 15 percent of the quantities imported under HT'S number 1001.90.2096, a basket
caiegory mostly containing nensubject imports, was included for purposes of calculating hard red winter wheat
imports.
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Table IV-2

Hard red spring wheat: U.S. imporls, by sources, marketing years 2000/01, 2001/02, and 2002/03

Marketing year’
Source 2000/01 2001/02 2002/03
Quantity (bushels)?
Canada 41 425,813 46,109,669 10,560,837
All others 709 993 3,155
Total 41,426,622 46,110,662 10,563,992
Share of quantity (percent)
Canada 100.0 100.0 100.0
Ali others ) ) ()
Total 100.0 100.0 100.0

! The U.S. marksting year begins June 1 and ends May 31.

2 To convert from kilograms to bushels, kilograms were multiplied by 0.0367437. World Agricuftural
Production, USDA, June 2003, p. 5.

? Less than 0.05 percent.

Note.—Because of rounding, figures may not add to the totals shown. Shares are calculated from the unrounded
figures.

Source: Compiled from official Commerce statistics and USDA end-use certificate data.

Ilzl::ler:a‘:i:lmer wheat: U.S. imports from Canada,’ marketing years 2000/01, 2001/02, and 2002/03
Marketing year’
Source 2000/01 2001/02 2002/03
Quantity (bushels)®
Canada 470,676 1,264,747 1,299,457

' HTS statistical reporting numbers 1001.90.2050 and 1001.90.2098 were used 1o calculate imports of hard
red winter wheat. Statistical reporting number 1001.80.2050 contains only hard red winter wheat imports from
western Canada. Therefore, all quantities imported under that number were applied to imports of hard red winter
wheat presented in this table and throughout the report. Only 15 percent of statistical reporting number
1001.90.2096 is believed to represent for hard red winter wheat from Canada. Therefore, that share of quantities
imported under that number was applied to hard red winter wheat presented in this table and throughout the
report.

2 The U.S. marketing year begins June 1 and ends May 31.

3 To convert from kilograms to bushels, kilograms were multiplied by 0.0367437. World Agricuftural
Production, USDA, June 2003, p. 5.

Source: Compiled from official Commerce statistics.
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data for hard red spring and hard red winter wheat, combined, are presented in table IV-4. Imports of
durum, hard red spring, and hard red spring and hard red winter combined from Canada and all sources
increased from marketing year 2000/01 to 2001/02 and then fell in marketing year 2002/03. Imports of
durum wheat from Canada, which accounted for over 95 percent of total imports of durum wheat
throughout the period examined, increased by 2.9 percent (based on USDA end use certificate data and
increased by 15.0 percent based on Commerce data) from marketing year 2000/01 to marketing year
2002/03. Imports of durum wheat from all other sources were from Germany, Mexico, Taiwan, and
Thailand, with imports from Mexico accounting for the vast majority of imports from nonsuhject
sources. Imports of hard red spring wheat from Canada decreased by 74.5 percent (based on USDA end
use certificate data and decreased by 69.4 percent based on Commerce data) from marketing year
2000/01 to marketing year 2002/03 while imports from all other sources increased by 343 percent but
still captured less than 1 percent of the share of total imports in marketing year 2002/03. Imports of hard
red spring wheat from all other sources were from Egypt, France, Germany, Jordan, Mexico, Turkey, and
the United Kingdom. Imports of hard red winter wheat from Canada increased by 1?6 1 percent from
marketing year 2000/01 to marketing year 2002/03.

Table IV-4

Hard red spring and hard red winter wheat: U.S. |mports, by sources, marketing years 2000/01,
2001/02, and 2002/03

Marketing year’
Source 2000/01 2001/02 2002/03
Quantity {(bushels)’
Canada 41,896,589 47,374,416 11,860,204
All others 709 993 3,155
Total 41,897,298 47,375,409 11,863,449
Share of quantity (percent)
Canada 100.0 100.0 100.0
All others ') O %)
Total 100.0 100.0 100.0

figures.

' The U.S. marketing year begins June 1 and ends May 31.

2 To convert from kilograms te bushels, kilograms were multiplied by 0.0367437. World Agricultural
Production, USDA, June 2003, p. 5.
® Less than 0.05 percent.

Note.—Because of rounding, figures may not add to the 1otals shown. Shares are calculated from the unrounded

Source: Compiled from official Commerce siatistics and USDA end-use certificate data.

APPARENT U.S. CONSUMPTION

The volume of apparent U.S. consumption of durum, hard red spring, hard red winter, and hard
red spring and hard red winter wheat combined are presented in tables IV-3, TV-6, IV-7, and IV-8,
respectively. With respect to these tables, imports from Canada are based on USDA end-use certificate
data which reflect transshipments of Canadian wheat through the United States and imports from all

V-5



Table IV-5

Durum wheat: U.S. shipments of domestic product, U.S, imports, by sources, and apparent U.5.
consumption, marketing years 2000/01, 2001/02, and 2002/03

Marketing year

ltem 2000/01 2001/02 2002/03
Quantity {million bushels)
U.8. producers’ shipments 55 43 47
u.s. impdrts from--
Canada 12 18 13
All other sources 0.4 1 1
Total imports 13 19 13
Apparent U.S. consumption 68 61 61
' The U.S. marketing year begins June 1 and ends May 31.
Note.--Because of rounding, figures may not add to the totals shown.
Source: Compiled from official USDA statistics and official Commerce statistics.
Table V-6
Hard red spring wheat: U.S. shipments of domestic product, U.S. imports, by sources, and
apparent U.S. consumption, marketing years 2000/01, 2001/02, and 2002/03
Marketing year'
ltem 2000/1 2001/02 2002/03
Quantity (million bushels)
U.S. producers’ shipments 282 244 171
U.S. imports from--
Canada 41 46 i1
All other sources &) ) 1)
Total imports 4 46 11
Apparent U.S. consumption 324 290 182

2| ess than 500,000 bushels.

} The U.S. marketing year begins June 1 and ends May 31.

Note.--Because of rounding, figures may not add 1o the totals shown.

Source: Compiled from official USDA statistics and official Commerce statistics.




Table IV-7

Hard red winter wheat: U.$. shipments of domestic product, U.S. imports, by sources, and
apparent U.S. consumption, marketing years 2000/01, 2001/02, 2002/03

Marketing year

Item 2000/01 2001/02 2002/03
Quantity (million bushels)
| U.S. producers’ shipments 500 466 472
U.S. imports from Canada® ) 1 1
Apparent U.S. consumption 500 468 473

3 Less than 500,000 bushels.

! The U.S. marketing year begins June 1 and ends May 31.
2 Imports from all other sources are unavailable, but are believed to be minimal.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Compiled from official USDA statistics and official Commerce statistics.

Table IV-8

Hard red spring and hard red winter wheat: U.S. shipments of domestic product, U.S. imports, by
sources, and apparent U.S. consumption, marketing years 2000/01, 2001/02, 2002/03

Marketing year

Item 2000/01 2001/02 2002/03
Quantity (million bushels)

U.S. preducers’ shipments 782 711 643
U.S. imports from--

Canada 42 47 12

All other sources (%) ) (%)

Total imports 42 a7 12

Apparent U.S. consumption 824 758 655

2 Less than 500,000 bushels.

! The U.S. marketing year begins June 1 and ends May 31.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Compited from official USDA statistics and official Commerce statistics.
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other sources are based on official Commerce statistics. Apparent U.S. consumption of durum, hard red
spring, and hard red spring and hard red winter wheat combined continued to fall from marketing year
2000/01 to 2002/03. Volume of imports-as percentages of U.S. production are presented in appendix C.

The CWB has argued that exports made by the purchasers of domestic wheat should be added to
apparent U.S. consumption because U.S. export shipments are not directly made by the farmers."
Apparent U.S. consumption reflecting exports included in apparent U.S. consumption are presented in
appendix C, tables C-1A to C-7A.

U.S. MARKET SHARES

Shares of consumption of durum, hard red spring, hard red winter, and hard red spring and hard
red winter wheat combined are presented in tables IV-9, IV-10, IV-11, and IV-12, respectively. With
respect to these tables, imports from Canada are based on USDA end-use certificate data which reflect
transshipments of Canadian wheat through the United States and imports from all other sources are based
on official Commerce statistics.

Table IV-9

Durum wheat: Apparent U.S. consumption and market shares, marketing years 2000/01, 2001/02,
and 2002/03

Marketing year'

Item 2000/01 2001/02 2002/03

Quantity (million bushels)

Apparent consumption 68 61 81

Share of quantity (percent)

U.S. producers’ shipments 81.4 69.3 78.3

U.S. imports from--

Canada 18.0 29.3 20.8
Ali other sources 0.5 1.5 0.9
Total import shipments 18.6 30.7 21.7

T The U.8. marketing year begins June 1 and ends May 31,
Note.--Because of rounding, figures may not add 1o the totals shown.

Source: Compiled from official USDA statistics and officiat Commerce statistics.

® Hearing transcript, pp. 47, 204-205 and CWB’s posthearing brief, pp. 5-6.
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Table 1V-10

Hard red spring wheat: Apparent U.S. consumption and market shares, marketing years 2000/01,

2001/02, and 2002/03
Marketing year’
item 2000/1 2001/02 2002/03

Quantity (million bushels)
Apparent consumption 324 290 182

Share of quantity (percent)
U.S. producers’ shipments 87.2 84.1 94.2

U.S. imports from--

Canada 12.8 15.9 58
All other sources * * *
Total import shipments 12.8 159 5.8

2 Less than 0.05 percent.

! The L).S. marketing year begins June 1 and ends May 31.

Note.--Bscause of rounding, figures may not add to the totals shown.

Source: Compiled frem official USDA statistics and official Commerce statistics.

Table IV-11

Hard red winter wheat: Apparent U.S. consumption and market shares, marketing years 2000/01,

2001/02, and 2002/03

Marketing year'

tem 2000/01 2001/02 2002/03
Quantity (million bushels)
Apparent consumption 500 468 473
Share of quantity (percent)
U.S. producers’ shipments 99.9 99.7 99.7
U.S. imports from Canada® 0.1 0.3 0.3

' The .8, marketing year begins June 1 and ends May 31.
2 imports from all other sources are unavailable, but are believed 1o be minimal.

Note.--Because of rounding, figures may not add te the totals shown.

Source: Compiled frem official USDA statistics and official Commerce statistics.




Table IV-12 _
Hard red spring and hard red winter wheat: Apparent U.S. consumption and market shares,

marketing years 2000/01, 2001/02, 2002/03
' Marketing year’

Item 2000/01 2001/02 2002/03

Quantity (million bushels)

Apparent consumption 824 758 655

Share of quantity (percent)

U.S. producers’ shipments 94.9 893.8 898.2

U.S. imports from--

Canada:
Hard red spring wheat 5.0 6.1 1.6
Hard red winter wheat G.1 0.2 0.2
Total Canada 5.1 6.2 1.8
All other sources ) 9! )
Total import shipments 5.1 6.2 1.8

' The U.S. marketing year begins June 1 and ends May 31.
2 Less than 0.05 percent.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Compiled from official USDA statistics and official Commerce statistics.
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PART V: PRICING AND RELATED INFORMATION

FACTORS AFFECTING PRICES'

Transportation Costs

The costs for Canadian exporters of durum and hard red spring wheat to access the U.S. market
were estimated by calculating the increment that insurance and freight add to customs value. For 2002,
these access costs were estimated at 6.2 percent of the customs value of imported Canadian durum wheat
and 5.6 percent of the customs value of imported Canadian hard red spring wheat.

Farmers usually truck their wheat to a grain elevator. The grain elevator stores wheat and
eventually sells to millers or exporters. Rail is the major mode of inJand transport for both Canadian and
U.S. wheat, and wheat typically moves from the grain elevator to the miller or port by this mode. Rail
service can be purchased directly from the railroad by auction for guaranteed service or by tariff for non-
guaranteed service, some purchasers of guaranteed service resell freight service on the secondary rail
market.” Some wheat also travels by barge down the Mississippi River. Fuel costs are a major
determinant of freight rates, and some traders monitor the long-term relationship between grain prices at
different locations and fuel costs in order to profit from temporary anomalies in the system. Bid prices at
various locations for selected recent dates are shown in table V-1. As expected, prices at the ports

exceed those at the grain elevator.

Table V-1

Durum, hard red spring (HRS), and hard red winter wheat (HRW): Grain bid summary at various

locations by selected dates

April 10, 2003 May 29, 2003 July 24, 2003
Durum | HRS HRW | Durum | HRS HBW | Durum | HRS HRW
Location | (Sbu) | ($bu) | (S/bu) | (Su) | (Sbu) | (Sbu) | (Sbu) | (8/bu) | ($0)
ggcgtg’r?k"‘a $4.27 | $3.54 2| sa12| s3.46 | sa15| $335 .
Sovator -] -] s32e | -] saa7 -] ssor
Portland, OR? | azo| 417 | as7| 447 | 438| 370
Gradl Lakos 536 | 417 | 531 409 | sa2| 400 .
Gulf Loulsiana? 585 | 457| 391 s571| 441 392| s82| 440| 398

' Elevator bid.
2 30-day-to-arrive price.

Source: USDAJAMS, Grain Transportation Report, various issues.

! Both petitioners and respondents presented econometric models on the effects of imports on U.S. wheat prices.

Those models are discussed in app. E.

P USDA/AMS, Grain Transportation Report, May 29, 2003, p. 4.
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#k* reported in its questionnaire that transportation costs account for approximately *** percent
of the total delivered costs of both duram and hard red spring wheat. It added that this cost was **¥*,
*#* another importer of Canadian wheat, reported that its transportation costs accounted for *** percent
of the cost of durum wheat.

Many purchasers reported not knowing transportation costs because they bought on a delivered
basis. Some purchasers, however, make transportation arrangements themselves and reported
transportation costs with their pricing data (discussed later in this section). Transportation costs, for the
reporting purchasers, averaged 5.6 percent, 6.3 percent, 4.9 percent, and 7.9 percent of the total delivered
prices of, respectively, Canadian western amber durum, Canadian western red spring, U.S. hard amber
durum, and U.S. hard red spring wheats.

Exchange Rates

The nominal value of the Canadian dollar relative to the U.S. dollar depreciated by 8.6 percent
between the first quarter of 2000 and the first quarter of 2002 and then began to increase irregularly. In
the second quarter of 2003, it was 3.9 percent above its first quarter 2000 value (figure V-1). The real
value of the Canadian dollar in U.S. dollar terms fell by 7.8 percent between the first quarter of 2000 and
the first quarter of 2001, it has since fluctuated but trended slightly upward.

Figure V-1

Exchange rates: Indexes (first quarter 2000=100) of the nominal and real U.S. dollar price of the
Canadian dollar, by quarters, first quarter 2000 to second quarter 2003
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Note.—Data are not availabie to calculate a real-exchange rate for the second quarter of 2003.

Source: International Monetary Fund, Iniernational Financial Statistics, August, 2003.



Level of Trade

In the preliminary phase of the investigations, the petitioner alleged that differences in the level
of trade camouflaged price differences between Canadian and U.S. wheat.’

The Comumission's purchaser questionnaire asked if the terms of sale (protein level, test, weight,
transportation costs, delivery peints, etc.) differed between purchases of domestically grown and
imported Canadian wheat. Concerning durum wheat, three purchasers responded in the affirmative and
four in the negative. *** stated that it prepays 90 percent for Canadian wheat shipments in coutrast to 50
to 90 percent for U.S. shipments. It added that damage and dockage levels are usually lower for the
Canadian product than for the domestic preduct, but U.S. suppliers commit to higher minimum protein
levels, and freight costs to ship wheat to its mill are higher for the Canadian product. Conceming both
durum and hard red spring wheat, *** replied that there are different customary forms of contracts and
government standards in Canada and in the United States. Six purchasers reported that there were no
differences in terms of sale between the Canadian and U.S. hard red spring wheat, and one purchaser
(***) replied that there were differences.

The Commission’s purchaser questionnaire asked if differences in the point in the distribution
system (country elevator, grain merchandiser, cooperative, grain exchange, etc.) at which Canadian
wheat and U.S. wheat are purchased affect its price. Conceming durum wheat, two purchasers responded
in the affirmative and five in the negative. ***, which responded affirmatively, stated that more handling
of grain adds to its cost. ***, which also responded affirmatively, stated that quality, specific point of
origin, and many other factors affect price. Concerning hard red spring wheat, four purchasers responded
in the affirmative and six in the negative. Both *** and *** responded affirmatively and made the same
comments for hard red spring wheat that they made for durum wheat. *** reported that milling and
baking qualities and flour extraction rates differed by point of origin and that it valued wheat
accordingly. *** reported that it preferred to purchase from a grain elevator.

Price Leadership

The petitioners alleged that the CWB is a price leader and that it is able to do so through forward
contracting.* The Commission’s purchaser questionnaire asked if durum, hard red spring, and hard red
winter wheat markets had price leaders. Eight purchasers reported that there were no price leaders in the
durum wheat market, and three purchasers reported that there was a price leader. *** reported that, at
times, a farmer-owned cooperative in the United States is unwilling to sell the durum wheat that it owns
and by neutralizing offers can influence price. It added that the durum market is not as liquid as other
markets and purchasers need more liquidity. *** and *** reported that *** was 4 price leader in the
durum market. All 13 responding purchasers reported that there was no price leader in the hard red
spring wheat market. Similarly, all 13 responding purchasers reported that there were no price leaders in
the hard red winter wheat market.

The Commission’s purchaser questionnaire asked if the Canadian Wheat Board, any other
foreign exporter, or any U.S. grain company influenced prices in the U.S. markets for dwrum wheat, hard
red spring wheat, or hard red winter wheat. Responses were as follows: four affirmative and seven
negative for durum wheat; four affirmative and nine negative for hard red spring wheat; and three
affirmative and ten negative for hard red winter wheat. *** reported that many factors influence price
in¢cluding actions by the Canadian Wheat Board, the Australian Wheat Board, U.S. farmers, U.S. millers
and bakers, and speculators. *** stated that the Canadian Wheat Board provides liquidity to the durum

? Petitioners’ postconference brief, p. 41.
* Hearing franscript, pp- 85 and 117-118.

V-3



market and that it almost always offers product, although its prices may be unfavorable. *** stated that
Canada could sometimes offer less expensive durum because of its subsidies. *** stated that the
Canadian Wheat Board, other exporters, and the U.S. grain companies affect supply and demand and thus
influence price.

Product Attributes

Contracts for wheat typically specify protein content, test weight, dockage, vitreous kernel
content, and possibly other factors because these attributes affect the milling and baking characteristics
and thus market price. For example, cash prices of western red spring wheat at the Minneapolis Grain
Exchaunge at the 15 percent protein level averaged 26.9 percent more than cash prices of the similar
product at the 13 percent protein level over the last three marketing years. The data were variable,
however, with a maximum positive difference of 74¢ per bushel and the lower protein product was priced
higher than the higher protein product in several months.

The Commission’s purchaser questionnaire asked what adjustments are made when the attributes
of the delivered product do not match those of the contract. *** stated that, for durum, if the delivered
quality is less than contracted quality, the price is discounted but higher-than-contracted quality is
accepted at no premivm. It added that suppliers in southwest North Dakota generally over-deliver
protein because that is a characteristic of the crop in that region. *** added that, for hard red spring
wheat and hard red winter wheat, the origin may be changed for quality purposes. *** stated that the
purchase will be rejected if it is under the contracted specifications. *** stated the price may be adjusted
or the purchase rejected if a problem is severe enough, but that price was generally not adjusted for
overperformance. *** reported that overdelivery of protein can happen and that it negotiates price
adjustments case by case.

Price data gathered in response to the Commission’s purchaser questionnaire provide information
on price changes when the delivered protein content does not match the contracted protein content (table
V-2). The available data show that Canadian suppliers overdelivered protein on 50 percent of sales and
that U.S. suppliers overdelivered protein on 65 percent of sales. When protein was overdelivered, the
delivered price as compared to the contract price increased in 33 percent of purchases from Canadian
suppliers and in 38 percent of purchases from U.S. suppliers. Underdelivery of protein was more

g?l?llaemvaid hard red spring wheat: Contracts with overdelivery and underdelivery of wheat
Number of purchases reported
ltem Canada United States
Purchases with sufficient data 224 1,168
Delivered protein matches contract 97 215
Overdslivery of protein - 113 760
Cverdelivery of protein and price increases 37 285
Underdelivery of protein 14 193
Underdelivery of protein and price decreases 5 35
Source: Compiled from data submitted in response to Commission questionnaires.
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unusual, occurting in 6 percent of purchases of Canadian wheat and in 17 percent of purchases of U.S.
wheat. When protein was underdelivered, the delivered price was reportedly reduced in 36 percent of
purchases of the Canadian product and in 18 percent of purchases of the U.S. product.

Publicly Available Information

A large amount of information concerning wheat prices and other factors is publicly available on
a daily or even more frequent basis. Respondents have alleged that public information and few barriers
to trade result in the law of one price holding in wheat markets.”> Staff notes that much, although not all,
published research supports the law of one price in world wheat markets after taking into account
transactions costs, transportation costs, and perhaps of a period of adjustment.® Petitioners objected to
the law of one price and stated that it is an exaggeration and that markets are not unified.”

One function of the public information is to aid the industry in price discovery. The Minneapolis
Grain Exchange is a primary source of information regarding hard red spring wheat. It has a cash market,
a futures market with five futures contracts (based on five different delivery months), and an options
market. Previously the Minneapolis Grain Exchange had a futures contract for durum wheat, but the
durum contract was closed in February 2003 after some months of inactivity. The Minneapolis Grain.
Exchange stated that durum is a small volume commodity with very specific uses. The durum futures
contract traded sporadically for several years, and the Exchange declared the durum futures market
dormant after there were no trades and no open interest in any futures contracts.® Also, in recent months,
there have been no quotes in the durum cash market at the Minneapolis Grain Exchange. Petitioners
state that the large CWB influence contributed to the downfall of the durum futures market. Millers state
that the lack of participation by U.S. farmers contributed to the downfall.’ Usually a futures price is
greater than a current cash price because if the grain were actually held, there would be a carry charge.
Millers assert that the CWB does include a carrying charge in forward contracts for wheat and that
forward contracts do not depress current market prices. ™

In May 2003, the Minneapolis Grain Exchange began offering hard red winter wheat index
futures and options contracts. The Minneapolis Grain Exchange stated that the hard winter index
contract offers unique risk management alternatives because it is financially settled and hard red winter
has the greatest number of cash price reporting points of any U.S. wheat product.!’ However, the primary
market for standard futures and options for hard red winter wheat remains the Kansas City Board of
Trade. Wheat is also traded at the Chicago Board of Trade and several smaller markets.

The Commission’s questionnaire asked whether the public availability of price information
resulted in the same types of U.S.-grown and imported Canadian wheat being priced the same when the

* CWB's prehearing brief, exh. 20. Staff note that the co-integration of two prices alone does not establish co-
integration. The so-called strong law of one price is discussed in exh. 20 but apparently was not tested.

® See, for example, Barry K. Goodwin, “Multivariate Cointegration Tests and the Law of One Price in
International Wheat Markets,” Review of Agricultural Economics, v. 14(1), January 1992, pp. 117-124; Goodwin,
Grennes and Wohlgenant, “Testing the Law of One Price when Trade Takes Time,” Journal of International Money
and Finance, v. 9, 1990, pp. 21-40; and Protopapadakis, “The Law of One Price in International Commodity
Markets: A Reformulation and Some Formal Tests, Journal of International Money and Finance, v. 5, 1986, pp.
335-360.

’ Petitioners’ posthearing brief, pp. &9 and att. 2, pp. 11-13.

¥ L etier from the Minneapolis Grain Exchange, July 23, 2003,
? Hearing transcript, pp. 269-270.

1" NAMA's posthearing brief, p. 8.

' Letter from the Minneapolis Grain Exchange, July 23, 2003.
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attributes are similar. Purchasers were equally split regarding whether the same types of durum from
Canada and the United States were priced the same. *** and *** stated that Canadian durum is usually
priced higher. Seven purchasers reported that hard red spring wheat from Canada and the United States
are similarly priced if the attributes are the same. *** stated that it sometimes pays more than the
perceived market price for wheat from certain areas because the milling and baking characteristics are
superior, although the standard specifications may be the same.

PRICING PRACTICES

Purchasers reported that 36 percent of their purchases of durum wheat were in the spot market
and 64 percent were by forward contract and that 30 percent of their purchases of hard red spring wheat
were in the spot market and 70 percent were by contract.'”

Purchasers were asked to report the length of contracts as short (under 30 days), medium
(between 30 and 90 days), or long (over 90 days). Generally, contracts for U.S. durum and hard red
spring wheat tended to be for shorter terms than the contracts for the similar Canadian product (table
V-3).

Table V-3
Durum and hard red spring wheat: Percentage of U.S. purchasers’ contracts that are of short,
medium, and long duration'

Short Medium Leng
Source and wheat type (percent) (percent) {perceni)
U.S. durum 35 46 | 19
U.S. hard red spring 42 36 22
Canadian durum 28 44 27
Canadian western red spring 27 38 35

' Short is defined as under 30 days; medium as between 30 and 90 days; and long as over 90 days.

Note.—Some rows may not total 100 due to rounding.

Source: Compiled from data submitted in response to Commission questionnaires.

Many producers, merchandisers, and grain millers buy and sell wheat futures as a way of hedging
expected price movements. The futures markets are linked to the commodity markets but respond
differently to information. Basis trading is a commonly used method of hedging. Basis equals the
difference between the futures price and the cash price in a particular location. For example, if a
merchant buys wheat at the local cash price and simultaneously sells 4 futures contract, the difference
between the two contracts is the basis. Later, when the merchant sells the wheat and offsets the futures
contract with a buy, the merchant has profited if the basis has narrowed between the two times and
otherwise has a loss. Basis trading is a way of shifting risk from commodity price movements to basis
movements, which are believed to be steadier and follow certain patterns throughout the year.

2 These percentages of weighted by the quantities of purchases of durum wheat and hard red spring wheat,
respectively.
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*%%_a purchaser for ***, stated that contract prices for the future delivery of wheat are usually
set as a certatn number of cents above or below the futures price at the Minneapolis Grain Exchange.”
He may simultaneously hold a futures contract which is offset to pay for the wheat when delivery is due.

PRICE DATA
Public Data

Although duram is often regarded as the highest priced wheat, national average prices received
by farmers, as reported by the USDA, showed that durum wheat was priced higher than hard red spring
only about half of the time (figure V-2). In marketing year 2000/01, durum reached a low of $2.26 per
bushel in September and a high of $3.04 per bushel in December. In marketing year 2001/02, durum
prices reached a low of $2.40 per bushel in August and a high of $3.49 per bushel in February. In
marketing year 2002/03, durum prices were at a low of $3.40 per bushel in June, increased sharply
between August and November when they reached a high of $4.53 per bushel, and have since decreased
somewhat.

Figure V-2
Durum, hard red spring (HRS}, and hard red winter wheat (HRW): National average prices received
by farmers in $/bushel, by months, June 2000-May 2003

5.00
4.50
4.00
3.50
3.00
2.50
200 +-------4
1.50 |

Source: ERS/USDA, Wheat Situation and Qutiook Yearbook, WHS-2003 March 2003 and Wheat Outlook, WHS-
0603, July 15, 2003.

In marketing year 2000/01 hard red spring wheat prices were at a low of $2.63 per bushel in
August and at a high of $3.17 per bushel in May. In marketing year 2001/02 hard red spring wheat prices
were at a low of $2.80 per bushel in July and at a high of $3.03 per bushel in June. In marketing year

13 Telephone conversation with ***, June 10, 2003.



2002/03, hard red spring wheat prices increased sharply from a low of $2.97 per bushel in June to a high
of $4.49 per bushel in October.

In marketing year 2000/01 hard red winter wheat prices were at a low of $2.40 per bushel in
August and at a high of $2.97 per bushel in May. In marketing year 2001/02 hard red winter wheat prices
were at a low of $2.63 per bushel in September and at a high of $2.86 per bushel in June. In marketing
year 2002/03, hard red winter wheat prices increased sharply from a low of $2.92 per bushel in June to a
high of $4.49 per bushel in October. Prices for hard red spring wheat were greater than those for hard
red winter wheat in 34 out of 36 months.

From June 2000 to May 2003, the mean price of durum ($3.28 per bushel) was greater than that
of hard red spring ($3.22 per bushel} and hard red winter ($3.02). The durum series was also more
variable than the other two series. All series were positively coordinated, with the following correlation
coefficients: durum and hard red spring, 0.841; durum and hard red winter, 0.794; and hard red spring
and hard red winter, 0.971.

Cash prices for durum wheat and hard red spring wheat at the Minneapolis Grain Exchange and
hard red winter wheat at the Kansas City Board of Trade are also available. These prices series were less
variable than the series to farmers (figure V-3). Prices for No. 1 hard amber durum ranged from $3.62
per bushel to $5.51 per bushel June 2000 and May 2003. In 18 of these months, there were no quotes for
durum in this cash market. Prices for No. 1 dark northern spring wheat (a subclass of hard red spring
wheat) ranged between $3.17 per bushel and $5.24 per bushel. Prices for No. 1 ordinary hard red winter
wheat ranged between $2.89 per bushel and $5.10 per bushel.

Figure V-3
Durum, hard red spring (HRS), and hard red winter wheat (HRW): Cash prices at major markets in
$/bushel, by months, June 2000-May 2003
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Note —Dur-1 is No. 1 hard amber durum at the Minneapolis Grain Exchange; HRS-14 is No. 1 dark northern spring
wheat {a subclass of hard red spring wheat) with a 14-percent protein content at the Minneapolis Grain Exchange;
and HRW-ord is No. 1 hard red winter wheat (ordinary protein) at the Kansas City Board of Trade.

Source: ERS/USDA, Wheat Situation and Outlook Yearbook, WHS-2003 March 2003 and Wheat Cutlook, WHS-
0603, July 15, 2003.



Questionnaire Price Data

The Commission requested that U.S. importers of durum and hard red spring wheat provide data
for the total quantity and value of shipments to unrelated customers in the U.S. market. Purchasers were
asked to report data on their three largest purchases based on total weight of each product each month.
They were asked to identify the location of their U.S. facility receiving the product; the following
contracted characteristics: quantity, net delivered price, contract execution data, contract date of
delivery, dockage, test weight, vitreous kernel count, and moisture-adjusted protein content; and the
- following characteristics as actually delivered: dockage, test weight, vitreous kernel count, moisture-
adjusted protein content, total quantity, transportation costs, and total delivered price. Monthly data were
requested from June 2000 through May 2003 from both importers and purchasers. The products for
which pricing data were requested are as follows:

Canadian wheat items with a protein content between 12.8 and 14.3 percent at a moisture basis of
13.5 percent:

Product 1: No. 1 Canadian western red spring wheat
Product 2: No. 2 Canadian western red spring wheat
Product 3: No. 1 Canadian western amber durum wheat
Product 4: No. 2 Canadian western amber durum wheat

1.S. wheat items with a protein content between 13.0 and 14.5 percent at a moisture basis of
12.0 percent:

Product 5: U.S. No. 1 hard red spring wheat
Product 6: U.S. No. 2 hard red spring wheat
Product 7: U.S. No. 1 hard amber durum wheat
Product 8: U.5. No. 2 hard amber durum wheat

*+* provided usable importer pricing data.® These data totaled *** metric tons between June
2000 and May 2003. Data by *** represented *** percent of this total.

*¥* provided usable purchaser pricing data. Many purchasers complained that providing all of
the requested pricing data was extremely burdensome. Although much useful information was received,
many purchasers were unable to provide all of the requested information. Purchaser pricing data for U.S.
durum represented about 53.7 percent of U.S. shipments during June 2000-May 2003, and purchaser
pricing data for U.S. hard red spring represented about 10.2 percent of U.S. shipments. Purchaser pricing
data for Canadian durum represented 74.5 percent of Canadian imports during the period examined, and
purchaser pricing data for Canadian western red spring represented 21.2 percent of Canadian imports.
Almost no pricing data were reported for the Canadian products after August or September 2002, Partial
data were received for several purchases of Canadian wheat, whose contracts were executed during the
later months of the reporting period, that had not yet been delivered. These purchases were not used
because the final levels of price and quantity were not set.

1 x4% and *** also provided pricing data but were unable to present the data in the requested categories.
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Price Trends

Importer pricing data showed no clear trend between June 2000 and April 2003, the last month
for which importer pricing was reported (figure V4). Prices for the two durum wheats (product 3 and
product 4) were almost always higher than those for the Canadian western red spring wheat. The
available data are very limited after November 2002. For No. 1 Canadian western red spring wheat
(product 1), prices ranged between *** and *** per metric ton, and the April 2003 price was *** percent
higher than the June 2000 price. For No. 2 Canadian western red spring wheat (product 2), prices ranged
between *** and *** per metric ton, and the October 2002 price (the last month for which data were
available for this product) was *** percent higher than the June 2000 price. For No. 1 Canadian westem
amber durum wheat (product 3), prices ranged between *** and *** per metric ton, and the January 2003
price (the last month for which data were available for this product) was *** than the June 2000 price
after prices dropped *** between December 2002 and January 2003. For No. 2 Canadian western amber
durum wheat (product 4), prices ranged between *** and *** per metric ton, and the December 2003
price (the last month for which data were available for this product) was *** percent higher than the June
2000 price.

Figure V-4
Durum and hard red spring wheat: Importer pricing data (dollars per metric ton), by months, June
2000 to Aprll 2003

Price Comparisons

Regular price comparisons, not considering the additional attributes, are made using data from
the purchaser questionnaires based on the reported delivered prices and discussed in the following
paragraph. To address problems arising from different plant locations having different transportation
costs, comparisons on a company or place-specific basis are discussed next. Appendix E presents a
statistical approach to the price comparisons that takes the additional attributes into consideration.

Canadian No. 1 western amber durum oversold U.S. No. 1 hard amber durum in 25 months (all
available comparisons) by margins ranging from 8.8 percent to 41.9 percent (table V-4). Canadian No. 2
western amber durum undersold U.S. No. 2 hard amber durum in 5 months and oversold the similar
domestic product in 13 months (table V-5). Underselling margins ranged from less than 0.03 percent to
3.7 percent, and overselling margins ranged from 0.5 percent to 14.2 percent. Canadian No. 1 western
red spring wheat undersold U.S. No. 1 hard red spring wheat in 10 months and oversold the similar
domestic product in 8§ months (table V-6). Underselling margins ranged from less than 0.05 percent to
9.3 percent, and overselling margins ranged from 0.4 percent to 25.9 percent. Canadian No. 2 westem
red spring wheat undersold U.S. No. 2 hard red spring wheat in 18 months and oversold the similar
domestic product in 4 months (table V-7). Underselling margins ranged from 0.4 percent to 23.1 percent,
and overselling margins ranged from 0.3 percent to 19.7 percent.

Table V-4
Weighted-average net delivered prices and quantities of U.S.-grown No. 1 hard amber durum and

imported Canadian No. 1 western amber durum wheat and margins of everselling, by months,
June 2000-May 2003
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Table V-5

Weighted-average net delivered prices and quantities of U.S.-grown No. 2 hard amber durum and
imported Canadian No. 2 western amber durum wheat and margins of underselling/overselling, by
menths, June 2000-May 2003

* * % % % # %

Table V-6

Weighted-average net delivered prices and quantities of U.S.-grown No. 1 hard red spring and
imported Canadian No. 1 western red spring wheat and margins of underselling/overselling, by
menths, June 2000-May 2003

L] * # # * # *

Table V-7

Weighted-average net delivered prices and quantities of U.S.-grown No. 2 hard red spring and
imported Canadian No. 2 western red spring wheat and margins of underselling/overselling, by
months, June 2000-May 2003

# ¥ # * ok * *
No. I hard amber durum

Plant-specific comparisons of the delivered prices for No. 1 hard amber durum wheat from the
United States and Canada were made. Comparisons were available from *¥*,

*#% often did not buy from both Canadian and 11.8. sources in the same month. At its *** plant
in September 2000, *** metric tons of Canadian No. 1 western amber durum undersold *** metric tons
of U.S. No. 1 hard amber durum by a margin of 6.1 percent. Also at the *** plant, *** metric tons of
Canadian product oversold *** metric tons of the domestic product by 1.8 percent in October 2000, *%*
metric tons of Canadian product oversold *** metric tons of the domestic product by 9.0 percent in
February 2001, and *** metric tons of the Canadian product were priced exactly the same as *** metric
tons of the domestic product in December 2000. At its plant in ***, *** metric tons of the Canadian
product undersold *¥** metric tons of the U.S. product by 4.3 percent in July 2001.

At *¥* (Canadian No. |1 western amber durum undersold the similar domestic product in three
months by margins ranging from 1.1 to 8.4 percent on Canadian volumes ranging from *** metric tons to
#%* metric tons and U.S. volumes ranging from *** metric tons to *** metric tons.

At #¥% Canadian No. 1 western amber durum oversold the similar domestic product in three
months by margins ranging from 6.8 to 14.4 percent on Canadian volumes ranging from *** metric tons
to *** metric tons and U.S. volumes ranging from *** metric tons to *** metric tons.

kg

*** purchased Canadian No. 1 western amber durum at prices greater than the comparable U.S.
product in nine months by margins ranging from 3.1 percent to 39.8 percent (table V-8). *** purchased
Canadian No. 1 westem amber durum at prices less than the comparable U.S. product in three months by
margins ranging from 0.2 to 0.8 percent and at prices greater than the comparable domestic product in
eight months by margins ranging from 0.7 percent to 5.5 percent (table V-9). There was one month with
a price tie.
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Table V-8

Weighted-average net delivered prices and quantities of U.S.-grown No. 1 hard amber durum and
imported Canadian No. 1 western amber durum wheat as reported by *** and margins of
underselling/overselling, by months, June 2000-May 2003

#* & & #* £ * &

Table V-9

Weighted-average net delivered prices and quantities of U.S.-grown No. 1 hard amber durum and
imported Canadian Na. 1 western amber durum wheat as reported by *** and margins of
underselling/overselling, by months, June 2000-May 2003

* * * 3 # ® *
No. 2 hard amber durum

**% purchased Canadian No. 2 western amber durum for less than the comparable U.S. product
in one month by a margin of 0.2 percent and for more than the comparable U.S. product in nine months
by margins ranging from 0.4 to 11.6 percent (table V-10). *** purchased Canadian No. 2 western amber
durum for less than the comparable U.S. product in one month by a margin of 0.8 percent and for more
than the comparable U.S. product in seven months by margins ranging from 0.7 to 8.6 percent (table
V-11).

Table V-10

Weighted-average net delivered prices and quantities of U.8.-grown No. 2 hard amber durum and
imported Canadian No. 2 western amber durum wheat as reported by *** and margins of
underselling/overselling, by months, June 2000-May 2003

* * * ¥ * ¥ *

Table V-11

Weighted-average net delivered prices and quantities of U.S.-grown No. 2 hard amber durum and
imported Canadian No. 2 western amber durum wheat as reported by *** and margins of
underselling/overselling, by months, June 2000-May 2003

* % % % % * %
Neo. 1 hard red spring

**% presented price data on No. 1 hard red spring wheat for purchases for ***, *** presented
information so that its purchases of hard red spring wheat could be put on a Minneapolis basis.
Comparisons of these companies’ data show eight months of underselling with margins ranging from less
than 0.05 percent to 8.4 percent and seven months of overselling with margins ranging from 1.9 to 17.5
percent (table V-12}.

B3 Letter from ***_ He stated that freight costs from Minneapolis, through which both Canadian and U.S. hard red
spring wheat pass, is ***.
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Table V-12

Weighted-average net delivered prices and quantities of U.S.-grown No. 1 hard red spring and
imported Canadian No. 1 western red spring wheat on a Minnesota basis and margins of
underselling/overselling, by months, June 2000-May 2003

* * * * % £ *

*** presented data on both the Canadian and U.S. product. The ***-specific data show
underselling in four months by margins ranging from 0.5 percent to 3.9 percent and three months of
overselling by margins ranging from 3.6 percent to 8.1 percent (table V-13). In June 2000 *** bought
*#% metric tons of Canadian product for 8.2 percent less than it paid for *** metric tons of the similar
U.S. product. In January 2001 *** bought *** metric tons of Canadian product for 3.6 percent more than
it paid for *** metric tons of the similar U.S. product.

Table V-13

Weighted-average net delivered prices and quantities of U.S.-grown No. 1 hard red spring and
imported Canadian No. 1 western red spring wheat as reported by *** and margins of
underselling/overselling, by months, June 2000-May 2003

* * * * * * *

No. 2 hard red spring

After adjusting *** data as explained in the previous footnote, its data for No. 2 hard red spring
wheat could be compared. There were nine months of underselling with margins ranging from 1.5 to 7.0
percent and five months of overselling with margins ranging from 1.3 to 18.0 percent (table V-14). ***
reported data for plants in ***. The #*** data can be put on a *** basis by subtracting out the
transportation costs. The only match was in June 2000 when *** metric tons of the Canadian product
oversold *** metric tons of the similar domestic product by 6.4 percent.

Table V-14

Weighted-average net delivered prices and quantities of U.S.-grown No. 2 hard red spring and
imported Canadian No. 2 western red spring wheat as reported by *** and margins of
underselling/overselling, by months, June 2000-May 2003

* * £ * * £ *

Data for No. 2 hard red spring wheat were put on a Minneapolis basis where possible. *** .S,
and Canadian pricing data were adjusted as previously explained. *** presented one sale of Canadian
No. 2 western red spring wheat from *** that did not require adjustment. *** presented data for U.S.
No. 2 hard red spring wheat that included transportation costs from Minneapolis to their plants that
permitted their price data to be adjusted to a Minneapolis basis (table V-15). Canadian No. 2 western red
spring wheat undersold U.S. No. 2 hard red spring wheat in 6 months by margins ranging from 0.1
percent to 5.6 percent. The Canadian product oversold the similar domestic product in 10 months by
margins ranging from 0.5 percent to 21.8 percent.
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Table V-15

Weighted-average net delivered prices and quantities of U.S.-grown No. 2 hard red spring and

imported Canadian No. 2 western red spring wheat on a Minnesota basis and margins of
underselling/overselling, by months, June 2000-May 2003

E S * * * e
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PART VI: FINANCIAL EXPERIENCE OF THE U.S. INDUSTRY
BACKGROUND

The financial information presented in this section is primarily derived from USDA sources for
all wheat grown in the United States and the Northern Great Plains, and from state Farm Business
Management Programs for durum and hard red spring wheat. USDA data are projected on the basis of
survey year 1998, whereas state data are collected on an annuval basis. The Commission did not send
producer questionnaires in these investigations because producers number in the thousands and any data
collected would likely not be representative of the industry.! The data presented differ from the typical
income and loss data that the staff usually presents in the financial section. In addition, there are no data
available for producers’ assets, capital expenditures, or research and developrent expenses, and no
narrative information on the impact of imports on the growers of durum and hard red spring wheat.

WHEAT OPERATIONS

Wheat is grown under a wide range of conditions in the United States. Wheat production costs
vary widely across the country because of regional differences in cropping practices, yields, and costs of
land, labor, and capital. The low proportion of farms covering all their costs raises concerns about the
long-term sustainability of many wheat producers. Although government program payments are not
included in the USDA’s Economic Research Service (ERS) data on costs and returns, wheat growers who
participated in the program received additional receipts through the marketing assistance loan program,
production flexibility contracts, and crop insurance. In addition, some wheat producers received income
from secondary preducts such as grazing and wheat straw. While these additional revenues vary widely
among wheat growers, the revenues offset some production costs. Nevertheless, if wheat prices remain
low, producers may look for alternative crops that offer higher returns, such as corn, soybeans, and
sorghum in areas where they can be grown. This substitution of competing crops for wheat has been
facilitated by legislation passed in the 1990s, allowing crop-planting decisions to be more market-
oriented.?

ERS publishes wheat cost and return estimates for the United States and for major production
regions. The costs and returns estimation program uses surveys conducted every 5-8 years for each
commodity, and methods that conform to standards endorsed by the American Agricultural Economics
Association. The latest Agricultural Resource Management Study for wheat farms was done in 1998,

With respect to all wheat, the gross value of production less cash expenses of U.S. wheat
producers declined from $31.43 per acre in 1999 to $20.00 per acre in 2001 (table VI-1). U.S. wheat
producers used about 69 percent of their total acres planted for winter wheat, about 26 percent for spring
wheat, and about 5 percent for durum wheat in 20032

' The parties filed comments on the Commission’s draft questionnaires. No party advocated that the Commission
mail out producers” questionnaires.

2 USDA, ERS, Wheat Situation and Outlook Yearbook/WHS-2002/March 2002: How wheat production costs
vary, by Mir Ali and Gary Vocke, pp. 36-42.

FUSDA, NASS, Field Crops - Graphics, found at http:/Avww.usda.gov/nass/aggraphs/crops.htm, downloaded
July 30, 2003, '
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Table VI-1

Estimated U.S. wheat production cash costs and returns, 1999-2002'

ltem 199 | 2000 2000 [ 2002
Per planted acre
Gross value of production:
Primary product. Wheat grain $95.80 $92 57 $95.22 =
Secondary product: Straw/grazing 3.05 3.20 3.18 ™
Total, gross vaiue of production 98.85 9577 98.40 Bl
Cash expenses;
Seed 538 614 6.34 674
Fertilizer 16.95 17.28 23.90 2293
Chemicals 722 7.13| 7.20 7.28
Custom operations 6.47 6.50 637 8.28
Fuel, lube, and electricity 653 913 919 B.60
Repairs 9.44 997 10.24 10.67
Purchased irmigation water 057 0.59 n.e2 0.61
Hired labor 217 230 245 249
Total, variable cash expenses 55.73 £59.04 68 65.60
Gengral farm ovethead 5.69 6.84 710 7.14
Taxes and insurance 374 382 391 3.97
tnterest 1.26 1.84 1.08 0.48
Total, fixed cash expenses 11.69 12.30 12.09 11.58
Total, cash expenses 67.42 71.34 78.40 77.19
Gross value of production [ess cash expenses 31.43 24.43 20.00 &
Supporting information:
¥ield {bushels per planted acre) 3863 3783 34.50 "
Price {dollars per bushei at harvest) 248 245 2.76 i
Enterprise size (planted acres)? 296 296 286 "
Production practices:?
Winter wheat {percent of acres} &7 67 687 ™
Spring wheat {percent of acres) 27 27 27 ~
Durum wheat (percent of acres) 8 8 8 ‘3}
Irigated {percent of acres) 5 5 5 h
Dryland {percent of acres) 95 85 95 ™
Fallow {percent of acres} & 2] w ™
Dauble-cropped (percent of acres) ® R ™ ki
Straw (percent of acres) 7 7 7 ®l
Home-grown seed (percent of seed) &0 1] ™ "

in indexes of prices paid for famm inputs to the 2001 production costs.
2 Developed for survey base year, 1998, and assumed to be constant during the period.
? Not available.
* 0.1 to less than 5 percent.

Mots.--Data do not include direct government payments,

Source: USDA, ERS, Commodity costs and returns at AtfpAwww.ers, usda. govidatalcostsandretumns/data.

! Data through 2001 are estimated and projected on the basis of a survey conducted in 1838, Cost data for 2002 are projected by applying changes
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Estimated wheat production cash costs and returns for the Northern Great Plains are presented in
table VI-2. The Northern Great Plains region was selected because hard red spring wheat accounts for 66
percent and durum wheat accounts for 15 percent of total wheat production in that region. The Northern
Great Plains region consists of all of North Dakota and portions of South Dakota, Minnesota, Nebraska,
Montana, Wyoming, and Colorado. The gross value of production less cash expenses for the Northern
Great Plains region wheat producers declined from $27.00 per acre in 1999 to $10.70 per acre in 2001.

DURUM WHEAT OPERATIONS

Durum production is geographically concentrated in North Dakota and the surrounding area
because it demands a special agronomic environment. North Dakota produced 61 percent of the U.S.
durum crop in 2002.* Other domestic durum wheat producers can be found in Montana (16 percent),
Arizona (11 percent), California (11 percent), Minnesota (0.2 percent), and South Dakota (0.1 percent).
These states do not maintain actual revenue and cost data for durum wheat production; in recent years
South Dakota and Minnesota have grown very little durum wheat.

North Dakota State University publishes data collected from farms across North Dakota,
excluding the Red River Valley, for durum wheat production on an average per-acre basis for (1) all
reporting farms, (2) farms in the low 20 percent based on return, and (3) farms in the high 20 percent
based on return. Detailed data are presented by type of land tenure in appendix F. The key data for these
farms are shown in table VI-3.

Total durum wheat return to growers (dollars per acre) for owned land rose from 1999 to 2001,
then declined slightly in 2002, Total durum wheat return for both cash rented and share rented land rose
throughout the 1999-2002 period. Miscellaneous income, which includes crop insurance and/or disaster
payments for crops, declined continually during the 1999-2002 period for both cash rented and share
rented land and decreased during 1999-2001 before increasing in 2002 for owned land. Net return
(including government payments) declined each year during 1999-2002 for both cash rented land and

share rented land. For owned land, net return was highest in 1999 and lowest in 2001,

HARD RED SPRING WHEAT OPERATIONS

‘North Dakota leads the nation in the production of hard red spring wheat, with the state’s farmers
growing 44 percent of U.S. production.” Montana is the second-largest hard red spring wheat-producing
state, followed by Minnesota and South Dakota.® Staff were able to obtain revenue and cost data for
North Dakota, Minnesota, and South Dakota; Montana did not collect revenue and cost data for its hard
red spring production during 1999-2003.

* USDA, NASS, Crop Production, 2002 Summary, January 2003, p. 16.

* North Dakota Wheat Commission, information on wheat at http://www.ndwheat.com/wi/, downloaded July 30,
2003,

§ North Dakota accounts for 46 percent and Montana accounts for about 21 percent of hard red spring wheat acres
planted in the United States during crop year 2003. Minnesota and South Dakota account for 13 and 10 percent of
the acres planted in crop year 2003, respectively. Farms in Washington, Idaho, and Oregon produce most of the
remainder of the U.S. hard red spring wheat crop. See USDA, NASS, Field Crops - Graphics, found at
http:twww.nsda. govinassfaggraphs/crops.hirm, downloaded July 31, 2003,
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Table VI-2

Estimated wheat production cash costs and returns for the Northern Great Plains, 1999-2001*

fern 1999 | 2000 | 2001
Per planted acra
Gross value of production:
Primary product: Wheat grain $85.49 $83.98 $77.94
Secondary product. Straw/grazing 1.42 1.67 1.85
Total, gross value of production 86.91 B85.85 79.79
Cash expenses:
Seed 6.38 6.19 6.34
Fertilizer 13.46 1391 19.66
Chemicals 10.28 10.15 10.34
Custom operations 382 4.00 377
Fuel, lube, and glecticity 418 6.06 6.03
Repairs 8.85 9.85 9.66
Purchased irrigation water and baling 016 .16 0.17
Hired labor 1.48 1.80 1.67
Total, variable cash expenses 48.57 5192 57.44
General farm overhead 6.42 6.49 8.76
Taxes and insurance 3.81 385 3.95
interest 1.11 1.45 0.94
Tatal, fixed cash expenses 11.34 11.79 11.65
Total, cash expenses 5991 63.71 65.09
Gross valus of production less cash expenses 27.00 21.94 1070
Supporting information:
Yield (bushels per planted acre) 31.80 33.58 29.30
Price (dollars per bushel at harvest) 268 250 266
Enterprise size {planted acres)? 527 527 52y
Production practices:?
Winter wheat (percent of acres) 19 18 19
Spring wheat (percent of acres} 68 &6 66
Durum wheat (percent of acres) 15 15 15
Irrigated (percent of acres) - R ™
Dryland (percent of acres) 99 99 a9
Failow (percent of acres) 22 22 m
Deuble-cropped (percent of acres) 0 0
Straw {percent of acres) 8 8
Home-grown seed {percent of seed} 70 70

20.1 to less than 5 percent,
* Not available.

! Data are estimated and projected on the basis of a survey canducted in 1998,
¢ Developed for survey base year, 1998, and assumead to be constant during the period.

Mote.--Data do not include direct government payments. 2002 data are not available.

Source: USDA, ERS, Commodity costs and returns at hitp:/www.ers.usda. gov/data/costsandrefums/data.

VIi4




Table VI-3
Net return on production of durum wheat, by land tenure’ in North Dakota, 1999-2002

ltem 1999 L 2000 2001 2002
Value (per acre}
Qwned. i ) o
| Total product return? $56.08 $80.18 $90.68 $86.94
Miscellanecus income 49.83 | 18.43 9.95 23.62
Gross return 1 105.91 98.61 100.62 110.56
Total direct and overhead expenses 93.67 95.40 99.54 88.67
Net return | 12.24 3.21 1.09 21.90 |
Government payments® 22,24 20.79 16.07 9.35
Net return with government payments 3448 24.00 17.18 31.25 ¢
Cash rented:
Total product return® _ 53.62 66.32 82.04 85.97
Miscellaneous income ' | 5354 36.92 1717 15.32
Gross return 107.16 103.24 9921 . 101.29
Total direct and overhead expenses 110.42 106.07 107.29 103.95
Net return {3.26) (2.83) {8.09) {2.66)
| Government payments® ~ \ 2158 20.86 - 16.16 7.26
Net return with government payments 18.32 18.03 | 8.07 4.60
Share rented:
~ | Total product return® ' 41.87 53.87 |  58.60 61.98
Miscellaneous income e 27.78 17.82 14.78 5.66
Gross return 69.65 71.49 73.38 67.64
Total direct and overhead expenses 69.68 | 74.61 78.58 70.85
Net return (0.04) | (3.12) (5.20) (3.21)
- i o
Government payments® 15.15 | 14.65 11.30 512
i !
Net return with government payments 151t | 11.53 6.10 1.91_i
- " Data from the North Dakota Farm Business Management Education Program for North Dakota farms growing wheat i
Indicate that farms reporting acreage for the cost-retum survey held 31.1 percent owned acreage, 50.8 percent cash rented
acreage, and 18.1 percent share rentad acreage in 1999, In 2002, those percentages were 28.9 percent owned, 55.2 parcent
i cash rented, and 15.9 share rented. For each year during 1998-2002, the percentages of owned and share rented acreage
declined, while cash rented acreage increased. Although the data ara for North Dakota farms growing any type of wheat,
land tenure for durum wheat in North Dakota should be roughly equivalent. E-mails from, *, North Dakota State University,
Sept. 11, 2003 and Sept. 12, 2003.
2 Includes loan deficiency payments.
* Government payments include decoupled payments known as production flexibility contract or Agricultural Market
Transition Act payments and market loss assistance payments. For each type of land tenure, 1999 government payments
werg estimated by multiplying the ratio of total decoupled payments in each of those years to total decoupled payments in
2000 by the amount of govemment payments per acre in 2000, as per telephone conversation with, and e-mail from, ***,
North Dakota State University.
Source: Compited from data derived from North Dakota Farm Business Management Education Program, Crop Enterprise
Analysis, 1899-2002 at hitp://www.ag.ndsu. nodak.edu/aginfo/farmmemt/ndfbm/fbim. hitm.
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The North Dakota Farm Business Management Education Program of North Dakota State
University publishes data collected from farms across North Dakota, excluding the Red River Valley, for
hard red spring wheat production on an average per-acre basis for (1} all reporting farms, (2) farms in the
low 20 percent based on return, and (3) farms in the high 20 percent based on return. Detailed data are
presented by type of land tenure in appendix F. The key data for these farms are shown in table VI-4.
During 1999-2002, net returns (including government payments) for North Dakota growers for all three
land tenures (owned, cash rented, and share rented lands) were lowest in 2001 before increasing in 2002.

Northland Community and Technical College publishes data collected voluntarily from farms in
northwestern Minnesota, where most of the state’s hard red spring wheat crop is grown. Similar to North
Dakota, data for hard red spring wheat production were collected on an average per-acre basis for (1) all
reporting farms, (2} farms in the tow 20 percent based on return, and (3) farms in the high 20 percent
based on return. Detailed data are presented by type of land tenure in appendix F, and the key data are
shown in table VI-5. For both owned and cash rented land, total product return, which includes loan
deficiency payments from the Federal government, declined in 2001 and 2002 when compared to the
year before, but the total product retum in each year from 2000 to 2002 was higher than in 1999. Net
teturn with government payments was highest in 2000 for each type of land tenure.

The South Dakota Farmy/Ranch Business Management Program publishes data collected from
farms throughout South Dakota. Data for hard red spring wheat production in South Dakota were
collected on an average per-acre basis, without regard to land tenure, for (1) all reporting farms, (2} farms
with high return fields, and (3) farms with low return fields. Detailed data are presented in appendix F,
with key data shown in table VI-6. Both total product return, which includes no payments from the
Federal government, and net return were highest in 2000.

PRICE SUPPORT FOR WHEAT FARMERS’

The 1996 Farm Bill programs include nonrecourse marketing assistance loans and loan
deficiency payments (LDPs) to assist farmers facing low market prices for the 1996-2002 wheat crops.
Producers who enrolled in 7-year production flexibility contracts (PFCs) with USDA during the one-time
signup held in 1996 are eligible to participate in these programs.

For each of the 1996-2002 crops, the 1996 Farm Bill allotted a fixed amount of funds to holders
of wheat PFCs. Wheat PFC payment rates are based on the eligible contract quantities that are computed
by multiplying a producer’s wheat contract acres times the wheat program yield on the farm times 0.85.
Additional payments for 1998-2000 were provided by special statute.

Nonrecourse marketing assistance loans provide interim financing to eligible producers of wheat.
Producers pledge their wheat as collateral and obtain a loan equivalent to the loan rate established in
their county by the Farm Service Agency (FSA) of USDA. The loan proceeds can cover short-term cash
needs.

The loans may be forfeited to the Commodity Credit Corporation (CCC) at maturity or repaid at
the loan repayment rate at, or before, maturity. The loan repayment rate may actually be less than the
loan rate if the posted county price (PCP), a proxy for the local price, falls below the local loan rate. The
PCP, calculated each day the Federal government is open, is based on terminal market prices and fixed
differential to each county, largely reflecting transportation and other marketing factors. When a farmer
repays the loan at a lower PCP, the difference between the loan rate and the PCP is called a “marketing
loan gain.”

TUSDA, Farm Service Agency, Fact Sheet, Wheat, February 2001, and USDA, ERS, Whear Situation and
Outlook Yearbook/WHS-2002/March 2002, p. 12.
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Table VI-4

Net return on production of hard red spring wheat, by land tenure’ in North Dakota, 1999-2002

Item 1989 2000 2001 2002
Value (per acre) ]
Owned:
Total product retumn? $91.47 |  $118.53 $100.87 | $90.88
Miscellaneous income 5.45 5.36 3.56 20.53
Gross return 96.92 - 123.89 104.43 111.44
Total direct and overhead expenses 91.72 97.66 104.35 96.36
Net return 5.20 26.23 0.08 15.05
Government payments® 20.23 19.56 17.88 8.49
Net return with government payments 25.43 45.79 17.96 23.54
Cash rented: _
Total product return? 92.85 113.58 95.48 96.12
-Miscellaneous income 5.44 9.42 8.35 ; 19.88
Gross return 98.29 123.00 101.84 116.00
| Total direct and overhead expenses 111.22 113.65 120.42 110.20
| Net return (12.93) 9.35 (18.58) 5.80
Government payments® 21.07 20.37 17.15 8.76
Net return with government payments 8.14 29.72 (1.43) 14.56 |
Share rented: L o
Total product return? 61.39 73.98—;'[ 64.59 71.52
Miscellaneous income 5.02 4.00 2.28 7.27
Gross return 66.42 77.98 |  66.87 78.80
g Total direct and overhead expenses ! 71.51 76.62 82.12 70.09
' Net retumn | (5.00) 136 | (1525 | 871
Government payments® 15.13 14.63 12.26 6.02 ;
Net return with government payments i 10.04 15.99 (2.99) 14.73

' Data from the North Dakota Farm Business Management Education Program for North Dakcta farms growing wheat
indicate that farms reporting acreage for the cost-return survey held 31.1 percent owned acreage, 50.8 percent cash rented
acreage, and 18.1 percent share rented acreage in 1999, In 2002, those percentages were 28.9 percent owned, 55.2
percent cash rented, and 15.9 share rented. For each year during 1999-2002, the percentages of owned and share rented
acreage declined, while cash rented acreage increased. Alhough the data are for North Dakota farms growing any type of
wheat, land tenure for hard red spring wheat in North Dakota should be roughly equivalent. E-mails from, ***, North Dakota
State University, Sept. 11, 2003 and Sept. 12, 2003.

2 Includes loan deficiency payments.

* Government payments inctude decoupled payments known as production flexibility contract or Agricultural Market
Transition Act payments and market loss assistance payments. For sach type of land tenure, 1999 government payments
were estimated by multiplying the ratio of total decoupled payments in each of those years to total decoupled payments in
2000 by the amount of government payments per acre in 2000, as per telephone conversation with, and e-mail from, ***,
North Dakota State University.

Source: Compiled from data derived from North Dakota Farm Business Management Education Program, Crop Enterprise
Analysis; 1999-2001 at hitp//www.ag.ndsu.nodak, edu/aginfo/farmmgmt/ndform/Abm. hitm and 2002 from ***, North Dakota
State University.
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Table VI-5
Net return on production of hard red spring wheat, by land tenure' in northwestern Minnesota,
1999-2002

Hem 1999 | 2000 | 2001 | 2002 |
- Value (per acre) _ |
Owned: _ |
Total product return? | $82.83 | $187.65 | $127.57 | $102.25
Miscellaneous income 37.82 . 2.41 | 10.20 30.92
Gross retum 120.65 | 190.06 i 137.77 13317
— :
Total direct and overhead expenses 125.33 136.75 . 146,15 | 126.22
| Net return (4.67) 53.31 (8.38) 6.96
Government payments® 27.95 27.97 23.02 11.37
hents” — % N L - L
| __Net return with government payments 23.28 | 81.28 | 14.64 18.33
Cash rented:
Total product return® 83.96 | 179.63 |  134.79 115.74
| Miscellaneous income 43.01 3.48 ‘ 14.45 22.39
Gross return _ . 126.98 \ 183.11 J 149.24 | 138.14
| Total direct and overhead expenses 14077 | 15473 | 160.44 144.92
Netretun (1379) | 2838 (1121)| (678),
Government payments® 30.26 | 2924 . 2456 12.34
— T ! !
___Net return with government payments 16.47 . 57.62 ; 13.35 5.56 |
' Data from the Northwestern Farm Business Management Averages, Crop Enterprise Analysis, for ].
i Minnesota farms growing hard red spring wheat, indicate that farms reporting acreage for the cost-return
survey held approximately 25 percent owned acreage and approximately 75 percent cash rented acreage in
1998. Land tenure for hard red spring wheat in Minnesota during 2000-2002 should be roughly equivaient.
E-mail from ***, University of Minnesota, Sepi. 10, 2003.
2 Includes loan deficiency payments.
? Government payments include decoupled payments known as production flexibility contract or Agricultural
Market Transition Act payments and market loss assistance payments,
Note.--Share rented data not available.
Source: Compiled from data derived from Northwestern Farm Business Management Averages, Crop
Enterprise Analysis, 1999-2002 at hitp://www. northland.cc.mn.us/FBM/Toolshed him.




Table VI-6
Net return on production of hard red spring wheat in South Dakota, 1999-2002

ltem . 1999 2000 2001 2002

Value {per acre)
$104.26 | $144.32 | $131.00

Total product return’

: l $126.05
Miscellaneous income? ] [

692| 672 469 | 059 |
Gross return ] 1mas| 15104 13569 | 12664 |

| Total direct and overhead expenses® ;l 11140 | 131.30 135.64 119.93
Net return (excluding government payments) [ {0.22} 19.74 0.05 6.71

' Includes loan deficiency payments.

2 Includes crop insurance receipts and stubble grazing. _

? Includes actual land ownership or rental costs. Actual land ownership costs are real estate interest
actually paid plus real estate taxes divided evenly over ali of the operator's ewned land. |f the land was
rented, then the real estate cost is the value of the landlord’s share of the crop minus the value of the
expenses or the cash rent paid.

Source: Compiled from data derived from South Dakota Annual Reporits, Farm/Ranch Business
Management Averages, Crop Production by Enterprise, 1999-200?.

If the PCP is below the county loan rate, eligible producers may opt for an LDP on part or all of
the crop in lieu of securing a loan. The LDP rate is the amount by which the county loan rate exceeds the
PCP on the date the application is made. The wheat cannot be placed under loan once an LDP is paid. If
producers take the LDPs and immediately sell their crop, and if the PCP accurately reflects local prices,
producers effectively receive a per-unit revenue equal to the loan rate, partly from the market and partly
from the government. After an LDP is accepted, the farmer can sell the crop and avoid storage expense
or hold it in the expectation of a price rally later in the marketing season.

The following tabulation shows the types of government payments per bushel of wheat on a crop
year basis:

Item 1999 2000 2001 2002
Produgction flexibility contracts 1 $0.64 | ___$0.59 $0.47 $0.52 |
Marketing loan gain .] 0.41 : 0.43 a.12 0.11 ]
Loan deficiency payments ‘, 0.47 | 0.44 0.24 0.16 ;
Source: Commodity Estimates Book, FY 2001 & 2002 President’s Budget and www.fsa.usda.gov.

Detailed information on government support programs, including fact sheets on wheat prepared
by FSA, dated February 2001 (describing government pregrams under the 1996 Farm Bill) and August
2003 (describing government programs under the 2002 Farm Bill), are presented in appendix G.
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PART VII: THREAT CONSIDERATIONS

The Commission analyzes a number of factors in making threat determinations (see 19 U.S.C. §
1677(7)(FX1)). Information on the nature of the subsidies was presented earlier in this report and
- information on the volume and pricing of imports of the subject merchandise is presented in Parts IV and
V. Information on inventories of the subject merchandise; foreign producers’ operations, including the
potential for “product-shifting;” any other threat indicators, if applicable; and any dumping in
third-country markets, follows.

THE INDUSTRY IN CANADA'

The number of growers of durum, hard red spring, and hard red winter wheat in Canada is
unknown. However, the CWB collects information concerning the number of individuals who hold
permits to deliver grain to CWB elevators. In the Canadian marketing year 2002/03,° there were %¥*
permit holders who indicated that they planned to grow non-durum wheat and *** permit holders who
indicated that they planned to grow durum wheat. There were a total of *** permit holders for all types
of wheat. More than one person at a particular farm can hold a permit. Also, there is some overlap of
permit holders among the different types of wheat (e.g., durum, spring, and winter wheat). Therefore, the
number of permit holders does not equal the actual number of farms growing wheat.?

Aggregate data on acreage planted, acreage harvested, production, shipments, and inventories of
durum wheat in Canada* and hard red spring, hard red winter, and hard red spring and hard red winter
wheat combined in western Canada,’ are presented in tables VII-1, VII-2, VII-3, and V-4, respectively.

Table VII-1
Durum wheat: Canada’s acreage planted, acreage harvested, production, shipments, and inventories,
marketing years 2000/01, 2001/02, and 2002/03 and projections for marketing year 2003/04

% * * % * & #

Table VII-2

Hard red spring wheat: Western Canada’s acreage planted, acreage harvested, praduction,
shipments, and inventories, marketing years 2000/01, 2001/02, and 2002/03 and projections for
marketing year 2003/04

Table VII-3

Hard red winter wheat: Western Canada’s acreage planted, acreage harvested, production,
shipments, and inventories, marketing years 2000/01, 2001/02, and 2002/03 and projections for
marketing year 2003/04

' Data on the Canadian durum and hard red spring industries are based on the questionnaire response of the CWB.
? The Canadian marketing year is from August 1 to July 31.

3 CWB’s response to staff questions, August §1, 2003,

* The CWB reported that production of durum wheat for all of Canada and for western Canada were equal.

5 Western Canada is defined by the CWB as consisting of Manitoba, Saskatchewan, Alberta, and the Peace River
region of British Celumbia. CWB’s postconference brief, exh. 28, p. 3.
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Table VII-4
Hard red spring and hard red winter wheat: Western Canada’s acreage planted, acreage
harvested, production, shipments, and inventories, marketing years 1999/00, 2000/01, and 2001/02

* % * * % % 5

U.S. IMPORTERS’ INVENTORIES OF PRODUCT FROM CANADA

Reported inventories of imported durum and hard red spring wheat are shown in tables VII-5 and
VII-6. *** reported inventories of imported durum wheat from Canada. *** imports of durum wheat in
marketing years 2000/01, 2001/02, and 2002/03 accounted for *** percent, respectively, of imports of
durum wheat from Canada compared to official Commerce statistics. *** imports of durum wheat in
marketing years 2000/01, 2001/02, and 2002/03 accounted for *** percent, respectively, of imports of
durum wheat from Canada compared to official USDA statistics. *** reported inventories of imported
hard red spring and eastern hard red winter wheat® from Canada. No other importers reported inventories
of imported hard red spring and hard red winter wheat from Canada. *** imports of hard red spring
wheat in marketing years 2000/01 and 2001/02 accounted for *** percent, respectively, of imports of
hard red spring wheat from Canada compared to official Commerce statistics. *** imports of hard red
spring wheat in marketing years 2000/01 and 2001/02 accounted for *** percent, respectively, of imports
of hard red spring wheat from Canada compared to official USDA statistics. *** did not import any hard
red spring wheat in marketing year 2002/03. There were no reported importers” inventories of imported
western hard red winter wheat from Canada or of imported durum, hard red spring, or hard red winter
wheat from all other sources.

Table VII-5

Durum wheat: U.S. importers’ end-of-perlod inventories of imports, by source, marketing years
2000/01, 2001/02, and 2002/03

# & * * % & #*

Table VII-6
Hard red spring wheat: U.S. importers’ end-of-period inventories of imports, by source, marketing
years 2000/01, 2001/02, and 2002/03

* % * # % * *

U.S. IMPORTERS’ IMPORTS SUBSEQUENT TO MAY 2003

The Commission requested importers to indicate whether they imported or arranged for the
importation of durum and/or hard red spring wheat from Canada after May 2003. *** reported that it
arranged for the importation of *** bushels of durum wheat from Canada during October-December
2003. *** reported that it arranged for the importation of *** bushels of hard red spring wheat from
Canada during June-July 2003.

DUMPING IN THIRD-COUNTRY MARKETS

The CWB reported no knowledge of import relief investigations regarding the subject product in
any country other than the United States.

6 ek
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INTERNATIONAL TRADE
COMMISSION

[Investigations Nos. 701-TA—430A and 430B
(Final) and 731-TA-1019A and 1015B
{Final)]

Durum and Hard Red Spring Wheat
From Canada

AGENCY: United States International
Trade Comnmission.

ACTION: Scheduling of the final phase of
countervailing duty and antidumping
investigations.

SUMMARY: The Commissicn hereby gives
notice of the scheduling of the final
phase of countervailing duty
investigations Nos. 701-TA—430A and
430B (Final) under section 705(b) of the
Tariff Act of 1930 {19 U.S.C. 1671d(b))
(the Act) and the final phase of
antidumping investigations Nos. 731—
TA-1019A and 1019B (Final) under
section 735(b) of the Act (19 U.S.C.
1673d(b}) to determine whether an
industry in the United States is
materially injured or threatened with
material injury, or the establishment of
an industry in the United States is
materially retarded, by reason of
subsidized and less-than-fair-value
imports from Canada of durum and hard
red spring wheat, provided for in
subheadings 1001.10.00, 1001.90.10,
and 1001.90.20 of the Harmonized Tariff
Schedule of the United States.?

For further information concerning
the conduct of this phase of the
investigations, hearing procedures, and
rules of general application, consult the

1 For purposes of these investigations, the
Drepartment of Commerce has definecd durum wheat
as “all varieties of durum wheat from Canada. This
includes, but ig not limited to, a variely commonly
referred to as Canada Western Amber Durum.” The
Departrnent of Commerce has delined hard red
spring wheat as “all varieties of hard red spring
wheat frorm Canada. This includes, but is not
limited to, varieties commonly referred to as
Canada Western Red Spring, Canada Western Extra
Strong, and Canadla Praivie Spring Red.”

Commission’s Rules of Practice and
Procedure, part 201, subparts A through
E (19 CFR part 201), and part 207,
subparts A and C (19 CFR part 207).
EFFECTIVE DATE: May 8, 2003.
FOR FURTHER INFORMATION CONTACT: D.].
Na (202-708-4727), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436, Hearing-
impaired persons can obtain
information on this mattor by contacting
the Commission’s TDD terminal on 202-
205-1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202—205-2000.
General information concerning the
Commission may also be obtained by
accessing its Internet server (hitp://
www.usitc.gov]. The public record for
these investigations may be viewed on
the Commiission’s electronic docket
(EDIS) at hitp://edis.usitc.gov.
SUPPLEMENTARY INFORMATION:
Background. The final phase of these
investigations is being scheduled as a
result of affirmative preliminary
determinations by the Department of
Commerce that certain benefits which
constitute subsidies within the meaning
of section 703 of the Act {19 U.8.C.
1671b) are being provided to
manufacturers, producers, or exporters
in Canada of durum and hard red spring
wheat, and that such products are being
sold in the United States at less than fair
value within the meaning of section 733
of the Act (19 U.5.C. 1673b). The
investigations were requested in
petitions filed on September 13, 2002,
by counsel on behalf of the North
Dakota Wheat Commission (hard red
spring wehat), Bismarck, ND; the Durum
Growers Trade Action Committee
{durum wheat), Bismarck, ND: and the
U.5. Durumn Growers Association
{durum wheat), Bismarck, ND.
Farticipation in the investigations and
public service list. Persons, including
industrial users of the subject
merchandise and, if the merchandise is
sold at the retail level, representative
consumer organizations, wishing to
participate in the final phase of these
investigations as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in
section 201.11 of the Commission’s
rules, no later than 21 days prior to the
hearing date specified in this notice. A
party that filed a notice of appearance
during the preliminary phase of the
investigations need not file an
additional notice of appearance during
this final phase, The Secretary will
maintain a public service list containing
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the names and addresses of all persons,
or their representatives, who are parties
to the investigations.

Limited disclosure of business
proprietary information (BPI} under an
administrative protective order (APO)
and BPI service fist. Pursuant to section
207.7(a) of the Commission's rules, the
Sccretery will make BPI gathered in the
final phase of these investigations
available to authorized applicants under
the APQO issued in the investipations,
provided that the application is made
no later than 21 days prior to the
hearing date specified in this notice.
Authorized applicants must represent
interested parties, as defined by 19
U.5.C. 1877(9), who are parties to the
investigations. A party granted access to
BPI in the preliminary phase of the
investigations need not reapply for such
access. A separate service list will be
maintained by the Secretary for those
parties authorized to receive BPI under
the APO.

Staff report, The prehearing staff
report in the final phase of these
investigations will be placed in the
nonpublic record on July 15, 2003, and
a public version will be issued
thereafter, pursuant to section 207.22 of
the Commission’s rules.

Hearing. The Commission will hold a
hearing in connection with the final
phase of these investigations beginning
at 9:30 a.m. on July 28, 2003, at the U.S,
International Trade Commission
Building. Requests to appear at the
hearing should be filed in writing with
the Secretary to the Commission on or
before July 21, 2003. A nonparty who
has testimony that may aid the
Commission’s deliberations may request
permission to present a short statement
at the hearing. All parties and
nonparties desiring to appear at the
hearing and make oral presentations
should attend a prehearing conference
to be held at 9:30 a.m. on July 23, 2003,
at the U.S. International Trade
Commission Building. Oral testimony
and written materials to be submitted at
the public hearing are governed by
sections 201.6(b)(2), 201.13(f), and
207.24 of the Commission’s rules.
Parties must submit any request to
present a portion of their hearing
testimony in camera no later than 7 days
prior to the date of the hearing.

Written submissions. Each party who
is an interested party shall submit a
prehearing brief to the Commission.
Prehearing briefs must conform with the
provisions of section 207,23 of the
Commission’s rules; the deadline for
filing is July 22, 2003. Parties may also
file written testimony in connection
with their presentation at the hearing, as
provided in section 207,24 of the

Commission’s rules, and posthearing
briefs, which must conform with the
provisions of section 207.25 of the
Commission’s rules. The deadline for
filing posthearing briefs is August 4,
2003; witness testimony must be filed
no later than three days before the
hearing. In addition, any person who
has pot entered an appearance as a party
to the investigations may submit a
written statement of information
pertinent to the subject of the
investigations on or before August 4,
2003. On August 18, 2003, the
Commission will make available to
parties all information on which they
have not had an opportunity to
comment. Parties may submit final
comments on this information on or
before August 20, 2003, but such final
comments must not contain new factual
information and must otherwise comply
with section 207.30 of the Commission's
rules. All written submissions must
conform with the provisions of section
201.8 of the Commission’s rules; any
submissions that contain BPI must also
conform with the requirements of
sections 201.6, 207.3, and 207.7 of the
Commission’s rules. The Commission’s
rules do not authorize filing of
submissions with the Secretary by
facsimile or electronic means, except tg
the extent permitted by section 201.8 of
the Commission’s rules, as amended, 67
FR 68036 {November 8, 2002).

In accordance with sections 201.16(c)
and 207.3 of the Commission’s rules,
each document filed by a party to the
investigations must be served on all
other parties to the investigations (as
identified by either the public or BPL
service list), and a certificate of service
must be timely filed. The Secretary will
not accept a document for filing without
a certificate of service.

Authority: These investigations are being
conducted under authority of title VII of the
Tariff Act of 1930; this notice is published
pursuant to section 207.21 of the
Commission's rules.

By order of the Commission.

Issued: May 19, 2003.

Marilyn R. Abbett,

Secretary to the Commission.

[FR Doc. 03—12934 Filed 5-22-03; 8:45 am]
BILLING CODE 7020-02-F
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INTERNATIONAL TRADE
COMMISSION

[Investigations Nos. 701-TA—430A and 430B
and 731-TA-1019A and 1019B (Final)]

Durum and Hard Red Spring Wheat
From Canada

AGENCY: United States International
Trade Commission.

ACTION: Revised schedule for the subject
investigations.

EFFECTIVE DATE: June 19, 2003.

FOR FURTHER INFORMATION CONTACT: D.].
Na (202-708-4727), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202-
205-1810. Persons with mobility
impairments whao will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202-205-2000.
General information concerning the
Commission may alsc be obtained by
accessing its internet server (http://
www.usite.gov). The public record for
these investigations may be viewed on
the Commission's electronic docket
(EDIS) at http://edis.usitc.gov.

SUPPLEMENTARY INFORMATION: On May 8,
2003, the Commission established a
schedule for the conduct of the final
phase of the subject investigations {68
FR 28253, May 23, 2003). Subsequently,
the Department of Commerce extended
the date for its final countervailing duty
and antidumping determinations in the
investigations from July 21, 2003, to
Aupust 28, 2003 (68 FR 35381, June 13,
2003). The Commissien, therefore, is
revising its schedule to conform with
Commerce’s new schedule,

The Commission’s new schedule for
the investigations is as follows: Requests
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to appear at the hearing must be filed
with the Secretary to the Commission
nct later than August 28, 2003; the
prehearing conference will be held at
the U.S. International Trade
Commission Building at 9:30 a.m. on
September 2, 2003; the prehearing staff
report will be placed in the nonpublic
tecord on Aungust 21, 2003; the deadline
for filing prehearing briefs is August 28,
2003; the hearing will be held at the
U.S. International Trade Commission
Building at 9:30 a.m. on September 4,
2003; the deadline for filing posthearing
briefs is September 11, 2003; the
Commission will make its final release
of information on September 26; and
final party comments are due on
September 30.

For further information concerning
these investigations see the
Commission’s notice cited above and
the Commission’s Rules of Practice and
Procedure, part 201, subparts A through
E (19 CFR part 201), and part 207,
subparts A and C (19 CFR part 207).

Authority: These investigations are being
conducted under authoerity of title VII of the
Tariff Act of 1930; this notice is published

pursuant to section 207.21 of the
Commission’s rules,

Issued: fune 24, 2003, By order of the
Commission.
Marilyn R. Abbott,
Secretary to the Commission.
[FR Doc. 03-16363 Filed 6-26—03; 8:45 am]
BILLING CODE T020-2-F
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DEPARTMENT OF COMMERCE

International Trade Administration
[A—122-845b, A-122-847]

Notice of Final Determinations of Sales
at Less Than Falr Value: Certain
Durum Wheat and Hard Red Spring
Wheat from Canada

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

ACTION: Notice of Final Determinations
of Antidumping Duty Investigations.

SUMMARY: On May 8, 2003, the
Department of Commerce published the
preliminary determinations in the
antidumping duty investigations of
durum wheat and hard red spring wheat
from Canada. We gave interested parties
an opportunity to cornment on the
preliminary determinations, Based upon
the results of verification and our
analysis of the comments received, we
have made certain changes to the
margin calculations presented in the
final determinations of these
investigations. We continue to find that
durum wheat and hard red spring wheat
from Canada were sold in the United
States below normal value during the
period of investigation. The final
weighted-average dumping margins are
listed below in the section entitled
“Continnation of Suspension of
Liquidation.”

EFFECTIVE DATE: September b, 2003,

FOR FURTHER INFORMATION CONTACT: Julie
Santoboni or Cole Kyle, Import
Administration, International Trade
Administration, U.8. Department of
Commerce, 14th and Constitution
Avenue, NW, Washington, DC 20230;
telephone (202) 482-4194 or (202) 482—
1503, respectively.

SUPPLEMENTARY INFORMATION:

Background

On May 8, 2003, the Department of
Commerce (“the Department™)
published in the Federal Register the
preliminary determinations in its
investigations of durum wheat and hard
red spring wheat from Canada (Notice of
Preliminary Determinations of Sales at
Less Than Fair Value: Certain Durum
Wheat and Hard Red Spring Wheat
From Canada, 68 FR 24707 (May 8,
2003} ("' Preliminary Determinations™)).

Since the Preliminary Determinations,
the following events have occurred:

In May and June 2003, we conducted
verifications of the sales and cost of
production (“COP”) questionnaire
responses submitted by the Canadian
Wheat Board (*CWB”) and Canadian
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hard red spring ("HRS") wheat farmers
at the CWE’s headquarters, at the offices
Meyers Norris Penny LLP and at certain
farm locations. We issued verification
reports in July 2003. We received case
briefs from the petitioners! and the
CWB on July 30, 2003. We received
rebuttal briefs from the petitioners and
the CWB on August 5, 2003.

Scope of Investigations

For purposes of these investigations,
the products covered are (1) durnum
wheat and (2) hard red spring wheat.

1. Durum Wheat

Imports covered by this investigaticn
are all varieties of durum wheat from
Canada. This includes, but is not
limited to, a variety commonly referred
10 as Canada Western Amber Durum.
The merchandise subject to this
investigation is currently classifiable
under the following Harmonized Tariff
Schedule of the United States
(“HTSUS") subheadings: 1001.10.00.10,
1001.10.00.91, 1001.10.00.92,
1001.10.00.95, 1001.10.00.96, and
1001,10.00.99. Although the HTSUS
subheadings are provided for

convenience and customs purposes, our

written description of the scope of this
proceeding is dispositive.

2. Hurd Bed Spring Wheat

Imports covered by this investigation
are all varieties of hard red spring wheat
from Canada. This includes, but is not
limited to, varieties commonly referred
to as Canada Western Red Spring,
Canada Western Extra Strong, and
Canada Prairie Spring Red. The
merchandise subject to this
investigation is currently classifiable
under the following HTSUS
subheadings: 1¢01.90.10.00,
1001.50.20.05, 1001.90.20.11,
1001.90.20.12, 1001.90.20.13,
1001.50.20.14, 1001.90.20.16,
1001.90.20.19, 1001.90.20.21,
1001.90.20.22, 1001.90.20.23,
1001.90.20.24, 1001.90.20.26,
1001.90.20.29, 1001.90.20.35, and
1001.90.20.96. This investigation does
not cover imports of wheat that enter
under the subheadings 1001.90.10.00
and 1001.90.20.96 that are not
classifiable as hard red spring wheat.
Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this proceeding is dispositive.

1 The petitioners are the North Dakota Wheat
Commission (“NDWC") (hard red spring wheat), the
Purum Growers Trade Action Committee [durum
wheat), and the U.5. Durum Growers Association
[durum wheat).

Scope Comments

We have received several requests for
exclusions from and clarifications of the
scope of these investigations. On April
24, 2003, Montana Flour & Grains and
Kamut International requested that the
Department exclude Khorasan wheat
from the scope of these investigations.
The Government of Canada [*GOC™)

~ made the same request on July 31, 2003.

On June 27, 2003, the Organic Trade
Association requested that the
Department exclude crganically
produced wheat from the scope of these
investigations. On July 29, 2003, Cargill,
Incorporated (““Cargill”) requested that
the Department clarify the scope of
these investigations and specifically
exclude from the scope Canadian
Eastern Soft Red Winter Wheat and
Canadian Eastern Hard Red Winter
Wheat. On July 30, 2003, the petitioners
submitted comments on all but the
Cargill submission and also raised an
additional issue concerning Canadian
feed wheat. We have considered these
requests and the comments from
interested parties. We have determined
that organically grown wheat is covered
by the scope of these investigations and
that the scope of the hard red spring
investigation should be clarified by
adding the following language 1o the
scope: ““This investigation does nat
cover Imports of wheat that enter under
the subheadings 1001.90.10.00 and

' 1001.90.20.96 that are not classifiahle as

hard red spring wheat.” For a complete
discussion of these scope issues, see the
August 28, 2003, Scope Exclusion and
Clarification Requests: Khorasan Wheat,
Organic Wheat, Canadian Eastern Soft
Red Winter Wheat, Canadian Eastern
Hard Red Winter Wheat, and Canadian
Feed Wheat memorandum, which is on
file in the Central Records Unit, Room
B-0499 of the Department (“CRU”).

Period of Investigation

The period of investigation (“POI”) is
July 1, 2001, through June 390, 2002.

Use of Facts Available

As explained in the Prefiminary
Determinations, we based the COP in
part on the use of facts otherwise
available, in accordance with section
776 of the Tariff Act of 1930, as
amended effective January 1, 1995 (“the
Act”], by the Uruguay Round
Agreements Act ("URAA").

Of the twenty-seven producers
selected, one producer (i.e., cost
respondent 2)? chose not to respond to

Ze to the proprietary nature of the name of
each producer, we have assighed a number ta cach
farmer [“cost respondent”} that will be used
throughout this notice when referring to that

the Department’s questionnaire, and twe
other producers (i.e., cost respondents
10 and 27) did not respond based on
extennating circumstances discussed
below. Therefore, as described in detail
below, because these producers have
not provided the necessary information
on the record to calculate the simple-
averagoe COP within their respective
stratum, the use of facts ctherwise
available is warranted.

Section 776(a)(2) of the Act provides
that, if an interested party or any other
person (A) withholds information that
has been requested by the administering
authority; (B) fails to provide such
information by the deadlines for the
submission of the information or in the
form and manner requested, subject to
subsections (c)(1) and (e) of section 782
of the Act; (C) significantly impedes a
proceeding under this title; or (D)
provides such information but the
information cannot be verified as
provided in section 782(i) of the Act, the
Department shall, subject to section
782(d) of the Act, use the facts
otherwise available in reaching the
applicable determination under this
title.? Section 776(b) of the Act further
provides that adverse inferences may be
used when a party has failed to
cooperate by not acting to the best ol its
ability to comply with a request for
information.

With respect to cost respondent 2, this
producer chose not to respond to the
Department’s questionnaire. As a result,
use of facts available is appropriate
pursuant to section 776({a)(2){A) of the
Act. In accordance with section 776(b)
of the Act, if the Department finds that
“an interested party failed to cooperate

specific farmer. A list or code key identifying the
name assoctated with each cost respondent mumber
can be found in the Cost of Production and
Constructed Value Adjustments for the Preliminary
Determination dated May 1, 2003 at Altachment 1,
which is on tile in the CRU.

4 Where the Department determines that a
response to a request for information does not
camply with the request, seclion 782(d) of the Act
provides that the Departinent will so inform the
party submitiing the response and will, to the
extent practicable, provide that party the
opportunity to remedy or explain the deficiency. If
the party fails to remady the deficiency within the
applicable time limits, the Department may, subject
to section 782(g) of the Act, disregard all or part of
the original and subsequent reaponaes, as
appropriate. Section 782(e) of the Act provides that
the Department “shall not decline ta consider
information that is subamitted by an interested party
and iz necessary to the determination but does not
meet ail the applicable requirements established by
lhe administering authority ™ if the information is
limely, can be verified, and is not so incomplete
that it cannot be used, and if the interested party
acted to the best of its ability in providing the
information. Where all of these conditions are met,
the statute requires the Department to use the
information, if it can da so without undue
difficulties.
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by not acting to the best of its ability to
comply with a request for information,”
an adverse inference may be used in
determining the facts otherwise
available. In the instant case, cost
respendent 2 did not cooperate to the
best of its ability by failing to provide
any of the information requested in the
section D cost questionnaire with no
rationale for why it could not provide
such information when other producers
could. Therefore, as adverse facts
available for the final determination on
HRS wheat for this cost respondent, we
have continued to use the higher of the
COP from the petition for the same
province and soil type or the highest
reported cost of other cost respondents
within the same stratum. Based on cur
comparison of the amounts, we found
that the reported cost of one of the other
cost respondents within the same
stratum was higher. As a result, we used
the other respondent’s COP within the
same stratum as the surrogate cost for
cost respondent 2.

Both cost respondents 10 and 27 did
not respond to the Department’s cost
questionnaire based on extenuating
circumstances. With respect to cost
respondent 10, the CWB explained that
this farmer had deliveries of HRS wheat

-to the CWB during the POI, but did not
produce HRS wheat during the 2001
growing season. However, cost
respondent 10 did have an affiliated
party that produced HRS wheat during
the cost reporting period. Therefore, as
a surrogate, cost respondent 10 reported
its affiliate’s COP for the cost reporting
period. We note that this affiliate was
not considered a cost respondent in the
sample selection and, as such, we
determined it would not be appropriate
to include the affiliate’s COP in our
overall calculation of COP.

Similar to cost respondent 10, cost
respondent 27 did not provide cost data
for the 2001 growing season because the
information was not available,
Specifically, cost respondent 27 sold its
farming operations and ceased farming,
Becausec neither cost respondent 10 nor
27 had information available that would
enable them to respond to the
Department’s cost questionnaire and in
the case of cost respondent 10 they
attempted to provide some cost
information, we applied neutral facts

available for the HRS wheat preliminary
determination pursuant to scctions
776(a}(2)(A} and (B} of the Act, As
neutral facts available, we have relied
on the cost data submitted by the other
cost respondents within the same
stratum, Therefore, we have not
included an amount for these cost
respendents in the simple average
calculation within their respective
stratums.

Fair Value Compariscns

We calculated export price and
normal value based on the same
methodology used in the Preliminary
Determinations with the following
exceptions:

» We based our calculations on the
CWB’s updated and verified sales data.
We used the revised sales data
submitted by the CWB on June 20, 2003,
and the revisions stated in the CWB’s
July 9, 2003, submission.

= We revised the level of trade {“LOT”)
classification to include only producer
direct sales in LOTH/U2.

* We corrected a clerical error in the
calculation of the LOT adjustment.

+ We revised the cost of production
calculation for HRS wheat to include
certain changes noted in the August 28,
2003 Cost of Production and
Constructed Value Adjustments for the
Final Determinations Canadian Wheat
Board Cost Respondents Memorandum
(“*Final Determination Cost Calculation
Memorandum®)

For a complete discussion of these
changes, see the August 28, 2003, Issues
and Decision Memorandum for the
Final Determinations of the
Antidumping Duty Investigations of
Certain Durum Wheat and Hard Red
Spring Wheat from Canada (“Decision
Memorandum”), Durum Wheat Final
Determination Calculation
Memorandum for the Canadian Wheat
Board, Hard Bed Spring Wheat Final
Determination Calculation
Memorandum for the Canadian Wheot
Board, and the Final Determination Cost
Caleulation Memorandum.

Currency Conversions

We made currency conversions in
accordance with section 773A of the Act
in the same manner as in the
preliminary determinatiens.

Durum WHEAT

Verifications

As provided in section 782{i){1) of the
Act, we verified the information
submitted by the CWB and selected
farmers during May and June 2003. We
used standard verification procedures,
including examination of relevant
accounting and production records, as
well as original source documents
provided by the CWB and certain
individual cost respondents (i.e.,
farmers).

Analysis of Comments Received

All issues raised in the petitioners’
and the CWB's case briefs are addressed
in the Decision Memorandum which is
hereby adopted by this notice. Attached
to this notice as an appendix is a list of
the issues which the petitioners and the
CWB have raised and to which we have
responded in the Decision
Memorandum. Parties can find a
complete discussion of all issues raised
in these investigations and the
correspending recommendations in this
public memorandum which is on file in
the Department’s CRU. In addition, a
complete version of the Decision
Memorandum can be accessed directly
on the Web at http://ia.ita.doc.gov/frn/
summary/list.htm. The paper copy and
electronic version of the Decision
Memorandum are identical in content.

Continuation of Suspension of
Liguidation

In accordance with section 733({d)(2)
of the Act, we are directing the U.S.
Bureau of Customs and Border
Protection ["BCBP™) to continue to
suspend liquidation of all imports of
subject merchandise from Canada that
are entered, or withdrawn from
warehcuse, for consumption on or after
May 8, 2003, the date of publication of
the Preliminary Determinations in the
Federal Register. The BCBP shall
continue to require a cash deposit or the
posting of a bond equal to the weighted-
average amount by which the NV
exceeds the EP, as indicated in the chart
below. These suspension-of-liquidation
instructions will remain in effect until
further notice. The weighted-average
dumping margins are as follows:

Exporter/Manufacturer

Weighted-Average Margin Percentage

Canadian WHEat BOAIT ..o coirniirviri i srssssrerss ererenes serss s ses semss s ses ss semss ss s susessnses
Bl TNBIS oo o issie s cee e seereeesaa seerar bes bt os e sssa e s ameste e red beeesstmes oesdman anen s en e eae e ae e

8.28
8.28




52744

Federal Register/Vol. 68, No. 172/Friday, September 5, 2003 /Notices

HaRD RED SPRING WHEAT

Exponter/Manufacturer

Weighted-Average Margin Percentage

Canadian Wheat Board

All Cthers

a.a7
8.87

IT'C Notification

In accordance with section 735(d) of
the Act, we have notified the
International Trade Commission {“ITC")
of our determinations, As cur final
determinations are affirmative, the ITC
will, within 45 days, determine whether
these imports are materially injuring, or
threaten material injury to, the U.5.
industry. If the ITC determines that
materizl injury, or threat of material
injury, does not exist, the proceeding
will be terminated and all securities
posted will be refunded or canceled. If
the ITC determines that such injury
does exist, the Department will issue
antidumping duty orders.

This notice also serves as a reminder
to parties subject to administrative
protective order (""APQO”) of their
responsibility concerning the
disposition of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305. Timely
notification of return or destruction of
APOD materials, or conversion to judicial
protective order, is hereby requested.
Failurc to comply with the regulations
and the terms of an APO isa
sanctionable violation. _

These determinations are issued and:

ublished in accordance with ections
735(d) and 777(ij(1) of the Act.

Dated: August 28, 2003,
James J. Jochum,
Aszsistant Secretary for Import
Administration.

APPENDIX

List of Comments in the Issues and
Decision MemorandumSales Issues

Comment 1; Particular Market Situation
Comment 2: Inclusion of Certain
Product Characteristics in Model Match
Criteria

Comment 3; Date of Sale

Comment 4; Exclusion of Channel 6
Sales from LOTH 1

Comment 5: Treatment of Sales Made
Above Normal Value

Comment &: Clerical Error in the
Calculation of the LOT Adjustment

Common Cost Issues

Comment 7: Farmer Estimates and
Representations

Comment 8: Representative COPs
Comment 9: Eliminate Outliers in
Calculating the Average COP
Comment 18: Collapsing

Comment 11 Seed Costs

Comment 12: Imputed Labor Costs
Comment 13: Personal Expenses
Comment 14: Overhead Allocation Basis
Comment 15: Financial Statement
Depreciation

Comment 16: Affiliated Party
Transactions Received Methodelogy
Comment 17: Costs of Services Provided
to Qutside Parties

Comment 18: Land Use

Comment 19: Crop Insurance Proceeds
Comiment 20: Straw By-Product Offset
Comment 21: G&A and Interest Expense
Denominators

Comment 22: Valus of Bockkeeping
Services

Farmer Specific Issues
Farmer 1

Comment 23: Production Quantities
Comment 24: Well Expenses

Comment 25: Over-Excluded Livestock
Costs

Farmer 3

Comment 26: Imputed Seed Costs
Comment 27: Actual Labor Costs
Comment 28: Chemical Costs
Comment 29: Revenue from Green
Barley

Comment 3¢: Country Elevator Charges

Farmer 4

Comment 31: Imputed Interest Expense
Comment 32: Short-Term Interest
Inceme

Comment 33: Overhead Expenses
Allocation Between Crops

Comment 34: Gustom Work Costs
Comnment 35: Land Use Cost

Comment 36: Machinery Repair
Expenses

Farmer 5

Comment 37: Depreciation Expense of
the Omitted Asset

Comment 38: Labor Cost for Non-Crop
Activity

Farmer 6

Comment 39: Trucking Expense

Farmer 7

Comment 40 Unsupported Corrections
to Normal Records

Comment 41: Reallocate Fertilizer Costs
Comment 43: Interest Expense Offsét
Comment 43: Capitalization of Costs

Fariner 8
Comment 44: Imputed Seed

Comment 45: Production Quantity
Comment 46: Offset to Fertilizer Costs

Farmer 9
Comment 47: Depreciation Expense
Farmer 11

Comiment 48: Fixed Assets
Comment 49: Land Use Costs

Farmer 12

Comment 50: Seed Cleaning Costs
Comment 51: Production Quantity
Comment 52: Custom Work Costs
Comment 53: Interest Charge on a Trade
Payable Account

Farmer 14

Comment 54: Overstatement of Other
Crop Costs

Comment 55: Understaternent of
Fertilizer Costs

Comment 56: Overhead Adjustment
Comment 57: Interest Expense
Comment 58: G&A Expense

Farmer 15

Comment 53: Tax Return Errors
Cominent 60: Omitted Expenses
Cominent 61: Livestock Costs

Farmer 16

Comment 62: Input Values for Seed,
Fertilizer, and Chemicals
Comment 63: Cost Allocation Basis

Farmer 17
Comment £4; Omitted Actual Labor Cost
Farmer 19

Comment 65: Imputed Seed Costs
Comment 66: Depreciation Should be
Included in Fixed Overhead
Comment 67: Revised Cash Ticket
Analysis is Correctly Reported
Comment 68: Crop Insurance Profit
Factor and Recoveries Should be
Recalculated

Farmer 21

Comument 68: Fertilizer and Chemical
Costs

Comment 70: Capitalization of Costs
Comment 71: Costs Not Associated With
the Farmers' Livestock Operations
Farmer 22

Comment 72: Overhead Allocations,
New Factual Information

Farmer 23 '

Comment 73: G&A Expenses
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Comment 74: Production (Quantitias

Farmer 26

Comment 75: Exclusion of the 2000
Sced from the 2001 Production Quantity
Comment 76: Improper Allocation of the
Cost of Chemicals

[FR Doc. 03—22661 Filed 9—4-03; 8:45 am]
BILLING CODE 3510-D5-S
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DEPARTMENT OF COMMERCE
International Trade Administration

[C-122-848]
[C—122-848]

Final Affirmative Countervailing Duty
Determinations: Certain Durum Wheat
and Hard Red Spring Wheat from
Canada

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce,

ACTION: Notice of Final Affirmative
Countervailing Duty Determinations:
Certain Durum Wheat and Hard Red
Spring Wheat from Canada.

SUMMARY: The Department of Commerce
has made final determinations that
countervailable subsidies are being
provided to certain producers and
exporters of certain durum wheat and
hard red spring wheat from Canada. For
information on the estimated
countervailing duty rates, please see the
“Suspension cf Liquidation” section,
below.

EFFECTIVE DATE: September 5, 2003,

FOR FURTHER INFORMATION CONTACT:
Audrey Twyman, Stephen Cho, or
Daniel Alexy, Office of Antidumping/
Countervailing Duty Enforcement,
Group 1, Import Administration, U.S.
Department of Commerce, Room 3099,
14th Sireet and Censtitution Avenue,
NW, Washington, DC 20230; telephone
(202) 482-3534, (202) 482-3798 and
(202) 482-1540, respectively.

SUPPLEMENTARY INFORMATION:
Petitioners

The petitioners in these investigations
are the North Dakota Wheat
Commission (hard red spring wheat},
TUnited States Durum Growers
Association (durum wheat), and the
Durum Growers Trade Action
Committee (durum wheat} (collectively,
the “petitioners”).

Period of Investigations

The period for which we are
measuring subsidies is August 1, 2001
to July 31, 2002, which coincides with
the fiscal year of the Canadian Wheat



52748

Federal Register/Vol. 68, No. 172 /Friday, September 5, 2003 / Notices

Board (“CWB™), the sole responding
exporter. See 19 CFR § 351.204(b}(2).

Case History

The following events have occurred
singe the publication of the preliminary
determinations in the Federal Register
on March 10, 2003. See Preliminary
Affirmative Countervailing Duty
Determinations and Alignment of Final
Countervailing Duty Determinations
with Final Antidumping Duty
Determinations: Certain Durum Wheat
and Hard Red Spring Wheat from
Canado, (68 FR 11374) (“Preliminary
Determinations’’).

On March 17, 2003, the petiticners
submitted ministerial error allegations
relating to the Preliminary
Determinations. The Department of
Commerce ("the Department”) addressed
these ministerial allegations in the April
1, 2003, memorandum ta Susan
Kuhbach-entitled “Ministerial Error
Allegations for Preliminary
Determination,” which is on file in the
Department’s Central Records Unit in
Room B-099 of the main Department
building (*CRU”). The Department sent
out supplemental questionnaires to the
Government of Canada (“GOC”) and the
CWB on March 18, 2003 and received
responses to these supplemental
questionnaires between March 27 and
April 14, 2003. On May 5, 2003, the
Department issued a memorandum
entitled ""Preliminary Determination for
the Initial Payment Guarantee Program”
in which the Department preliminarily
determined that the GOC’s guarantee of
the CWB’s initial payment to producers
does not confer a measurable subsidy on
hard red spring or durum wheat. See
May 5, 2003, memorandum tc Acting
Assistant Secretary Joseph A. Spetrini
from Deputy Assistant Secretary Jeffrey
May which is on file in the CRU. The
Department’s Preliminary
Determinations had not addressed this
new subsidy allegation raised by the
petitioners.

On May 16, 2003, the CWB requested
an extension of the final determinations
for the dumping and countervailing
duty investigations, therefore the
Department published a Notice of
Postponement of Final Antidumping
Daterminations and Extension of
Provisional Measures and
Postponement of Final Countervailing
Duty Determinations: Certain Durum
Wheat and Hard Red Spring Wheat from
Canada, (68 FR 35381) on June 13,
2003,

The Department conducted
verifications of the questionnaire
responses submitted by the GOC, the
provincial governments (e.g., the
Government of Alberta (“GOA’) and the

Government of Saskatchewan (“G0OS8™)),
and the CWB from May 5 through May
14, 2003 in Canada. We received case
briefs from the GOC, GOA, GOS, CWB
and the petitioners between June 20 to
23, 2003. These same parties submitted
rebuttal briefs between June 27 to June
30, 2003. We held a hearing in these
investigations on July 8, 2003.

Scope of Investigations

For purposes of these investigations,
the products covered are (1) durum
wheat and (2) hard rcd spring wheat.

1. Durum Wheat

Imports covered by this investigation
are all varieties of durum wheat from
Canada. This includes, but is nat
limited to, a variety commonly referred
to as Canada Western Amber Durum.
The merchandise subject to this
investigation is currently classifiable
under the following Harmonized Tariff
Schedule of the United States
(“HTSUS”} subheadings: 1001.10.00.10,
1001.10.00.91, 1001.10.00.92,
1001.10.00.95, 1001.10.00.96, and
1001.10.00.99. Although the HTSUS
subheadings are provided for
convenience and customs purposes, our
written description of the scope of this
proceeding is dispositive,

2. Hard Red Spring Wheat

Imports covered by this investigation
are all varieties of hard red spring wheat
from Canada. This includes, but is not
limited to, varieties commonly referred
to as Canada Western Red Spring,
Canada Western Extra Strong, and
Canada Prairie Spring Red. The
merchandise subject to this
investigation is currently classifiable
under the following HTSUS
subheadings: 1001.90.10.00,
1001.90.20.05, 1001.90.20.11,
1001.90.20.12, 1001.90.20.13,
1001.90.20.14, 1001.90.20.16,
1001.90.20.19, 1001.90.20.21,
1001.90.20.22, 1001.80.20.23,
1001.90.20.24, 1001.50.20.26,
1001.50.20.29, 1001.90.20.35, and
1001.90.20.96. This investigation does
not cover imports of wheat that enter
under the subheadings 1001.90.10.00
and 1001.90.20.96 that are not
classifiable as hard red spring wheat.
Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this proceeding is dispositive.

Scope Comments

Since the Department’s Preliminary
Determinations, we have received
scveral requests for exclusions from and
clarifications of the scope of these
investigations. On April 24, 2003,

Montana Flour & Grains and Kamut
International requested that the
Department exclude Khorasan wheat
from the scope of these investigations.
The GOC made the same request on July
31, 2003. On June 27, 2003, the Organic
Trade Association requested that the
Department exclude organically
produced wheat from the scope of these
investigations. On July 24, 2003, Cargill,
Incorporated (“Cargill”) requested that
the Department clarify the scope of
these investigations and specitfically
exclude from the scope Canadian
Eastern Soft Red Winter Wheat and
Canadian Eastern Hard Red Winter
Wheat. On July 30, 2003, the petitioners
submitted comments an all but the
Cargill submission, and also raised an
additicnal issue concerning Canadian
fecd wheat. We have considered these
requests and the comments from
interested parties. We have determined
that organically grown wheat is covered
by the scope of these investigations and
that the scope of the hard red spring
investigation should be clarified by
adding the following language to the
scope: “This investigation does not
cover imports of wheat that enter under
the subheadings 1001.90.10.00 and
1001.90.20.96 that are not classifiable as
hard red spring wheat.” For a complete
discussion of these scope issues, see the
Aungust 28, 2003, Scope Exclusion and
Clarification Requests: Khorasan Wheat,
Organic Wheat, Canadian Eastern Soft
Red Winter Wheat, Canadian Eastern
Hard Red Winter Wheat, and Canadian
Feed Wheat memorandum, which is on
file in the CRU,
Injury Test

Because Canada is a “Subsidies
Agreemont Country” within the
meaning of section 701(b) of the Tariff
Act of 1930, as amended (*‘the Act”), the
International Trade Commission {“ITC")
is required to determine whether
imports of the subject merchandise from
Canada materially injure, or threaten
material injury to, a U.S. industry. On
November 25, 2002, the ITC transmitted
to the Department its preliminary
determinations finding that there is a
reasonable indication that an industry
in the United States is being materially
injured by reason of imports from
Canada of durem and hard red spring
wheat. See Durum and Hard Red Spring
Wheat from Canada, 67 FR 71589
{(December 2, 2002).

Analysis of Comments Received

All issues raised in the case and
rebuttal briefs by parties to these
investigations are addressed in the
“Issues and Decision Memorandum for
the Final Countervailing Duty
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Determinations of the Investigations of
Certain Durum Wheat and Hard Red
Spring Wheat from Canada” from Jeffrey
May, Deputy Assistant Secretary, Import
Administration, to James J. Jochum,
Assistant Secretary for Import
Administration, dated August 28, 2003,
(“Decision Memorandum”), which is
hereby adopted by this notice, Attached
1o this notice as an Appendix is a list

of the issues which parties have raised
and to which we have responded in the
Decision Memorandum, Parties can find

a complete discussion of all issues
raised in these investigations and the
corresponding recommendations in this
public memorandum which is on file in
the CRU. In addition, a complete
version of the Decision Memorandum
can be accessed directly on the Internet
at http://www.ia.ita.doc.gov/frn/
summary/list.htm under the heading
“Canada.” The paper capy and
electronic version of the Decision
Memorandum are identical in content.

Suspension of Liguidation

In accordance with section
705(c)(1)(B)(i) of the Act, we have
calculated an individual net subsidy
rate for each manufacturer of the subject
merchandise. In accordance with
sections 777A(e)(2)(B) and 705(c)(5)(A)
of the Act, we have set the “all others™
rate as CWB’s rate, because it is the only
exporter/manufacturer investigated, We
determine the total estimated net
subsidy rate for the CWB and “all
others™ to be:

Exporter/Manufacturer

MNet Subsidy Rate {(Hard
Red Spring Wheat}

Net Subsidy Rate
(Burum Wheat)

Canadian Wheat Board ...,
All HNEIS (oviiirenie s r e s e e e s

5.2%8 percent
- 5.29 percent

5.29 percent
5.29 percent

As a result of our Preliminary
Determinations and pursuant to section
705(c)(1){B)(ii) of the Act, we instructed
the U.S. Bureau of Customs and Border
Protection (“"BCBP”) to suspend
liquidation of all entries of durum
wheat and hard red spring wheat from
Canada which were entered or
withdrawn from warehouse, for
consumption on ar after March 10,
2003, the date of the publication of the
Preliminary Determinations in the
Federal Register. In accordance with
section 703(d) of the Act, we instructed
the BCBP to discontinue the suspension
of liquidation for subject merchandise
for countervailing duty purposes
entered on or after July 8, 2003, but to
continue the suspension of liquidation
of entries made from March 10, 2003,
through July 7, 2003.

- We will issue countervailing duty
orders and reinstate the suspension of
liquidation under section 706(a) of the
Act if ITC issues final affirmative injury
determinations, and will require a cash
deposit of estimated countervailing
duties for such entries of merchandise
in the amounts indicated above. If the
ITC determines that material injury, or
threat of material injury, does not exist,
these proceedings will be terminated
and all estimated duties deposited or
securities posted as a result of the
suspension of liquidation will be
refunded or canceled.

ITC Naotification

In accordance with section 705(d) of
the Act, we have notified the ITC of our
* determinations. In addition, we are
making available tc the ITC all non-
privileged and non-propristary
information related to these
investigations. We will allow the ITC
access to all privileged and business
proprietary information in our files,

provided the ITC confirms that it will
not disclose such information, either
publicly or under an Administrative
Protective Order (“AP0O"), without the
written consent of the Assistant
Secretary for Import Administration.

Return or Destruction of Proprietary
Information

In the event that the ITC issues final
negative injury determination, this
notice will serve as the only reminder
to parties subject to an APQ of their
responsibility concerning the
destruction of propristary information
disclosed under APO in accordance
with 19 CFR 351.305(a}(3). Failure to
comply is a violation of the APO.

These determinations are published
pursuant to sections 703(f) and 777(i) of
the Act.

Dated: August 28, 2003.

James J. Jochum,

Assistant Secretary for Import
Administration.

APPENDIX

List of Comiments and Issues in the
Decision Memorandum

Comment 1: The Department Should
Treat the Government-Leased Railcars
Differently from the Government-
Owned Railcars.

Comment 2: The Provision of
Government-Owned and Leased
Railcars is Tied to Non-U.5, Markets.

Comiment 3: The Provision of Rail Cars
Does Not Result in an Indirect Subsidy
to the CWB.

Comment 4: Countervailablility of
Subsidies Given to Third Party Service
Providers.

Comment 5: The Governments’

Entrustment or Direction of the
Railways to Provide Rail Service,

Comment 6: The Provision of
Government-Owned and Leased Railcar .
Confers No Benefit,

Comment 7: Measurement of Benefit
from the Government-Provided Railcars.
Comment 8: The Revenue Cap Does
Confer a Benefit,

Comment 9: The Rail Freight Revenue
Cap Does Not Provide a Financial
Contribution.

Comment 10: The Department Should
Determine That the Revenue Cap Does
Not Provide a Financial Contribution
Because It is Consistent With Market
Principles.

Comment 11: The Benefit of the

- Revenue Cap Extends to All CWB

Shipments, Including Shipments to the
United States.

Comment 12: The Closure Fee for Grain
Dependent Branch Lines Confers a
Financial Contribution.

Comment 13: Impact of the Lending and
Initial Payment Guarantees on the
CWB’s Cost of Borrowing.

Comment 14: The Benchmark.
Comment 15: The Borrowing Guarantee
is Tied to Non-U.S. Markets.

Comment 16: The Departinent’s
Analysis of the Initial Payment
Guarantee is Based on Incomplete and
Inaccurate Data.

[FR Doc. 03-22662 Filed 9-4-03; 8:45 am}
BILLING CODE 3610-DS-8
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DEPARTMENT OF COMMERCE

International Trade Administration
[A-122-847]

Notice of Amended Final
Determination of Sales at Less Than
Fair Value: Hard Red Spring Wheat
From Canada

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

ACTION: Notice of Amended Final
Determination of Sales at Less Than Fair
Value.

EFFECTIVE DATE: October 6, 2003,

FOR FURTHER INFORMATION CONTACT: Julie
Santoboni or Cole Kyle, Office 1, AD/
CVD Enforcement, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW, Washington DC 20230;
telephone (202) 482-4104 or (202) 482—
1503, respectively.

Scope of the Investigation

For purposes of this investigation, the
products covered are all varieties of

hard red spring (“HRS”) wheat from
Canada. This includes, but is not
limited to, varieties commonly referred
to as Canada Western Red Spring,
Canada Western Extra Strong, and
Canada Prairie Spring Red. The
merchandise subject to this
investigation is currently classifiable
under the following Harmonized Tariff
Schedule of the United States
("HTSUS'} subheadings: 1001.90.10.00,
1001.90.20.05, 1001.90.20.11,
1001.90.20.12, 1001.90.20.13,
1001.90,20.14, 1001.90,20.16,
1001.90.20.19, 1001.90.20.21,
1001.90.20.22, 1001.90.20.23,
1001.90.20.24, 1001.90.20.286,
1001.90.20.29, 1001.90.20.35, and
1001.90.20.96. This investigation does
not cover imports of wheat that enter
under the subheadings 1001.90.10.00
and 1001.90.20.96 that are not
classifiable as hard red spring wheat.
Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this proceeding is dispositive.

Amended Final Determination

On August 28, 2003, the Department
of Commerce {“the Department™)
determined that HRS wheat from
Canada is being, or is likely to be, sold
in the United States at less than fair
value (“LTFV"), as provided in section
735(a) of the Tariff Act of 1930, as
amended (“the Act”). See Notice of
Final Determinations of Sales at Less
Than Fair Value: Certain Durum and
Hard Red Spring Wheat from Canada,
68 FR 52741 (September 5, 2003). On
September 8, 2003, we received
ministerial error allegations, timely filed
pursuant to 19 CFR. 351.224(c)(2), from
the Canadian Wheat Board [“the CWR”)
regarding the Department’s final margin
calculations. The CWB requests that we
correct the errors and publish a notice
of amended final determination in the
Federal Register, pursuant to 19 CFR,
351.224(e). The CWB’s submission
alleges the following with regard to the
Department’s cost of production
{“COP”) calculations.

Farmer 8—The CWB alleges that the
Department inadvertently double-
counted seed cleaning costs.

Farmer 17—The CWB alleges that the
Department inadvertently double-
counted certain labor costs.

Former 19—The CWB alleges that the
Department inadvertently used an
incorrect production quantity for the
calculation of the crop insurance offset.

Farmer 20—The CWB alleges that the
Department inadvertently allocated
water rights costs to owned and rented
land, rather than just owned land. The
CWB also alleges that the Department
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inadvertently mis-allocated fixed and
variable overhead costs.

Farmer 23—The CWB alleges that the
Department inadvertently understated
actual labor costs allocated to livestock,
thereby overstating the gencral and
administrative (“G&A"} and interest
expenses allocated to HRS. The CWB
also alleges that the Department
inadvertently excluded variable
overhead costs related to non-farming
activitics, thereby overstating the G&A
and interest expenses allocated to HRS.

The North Dakota Wheat Commission
(““the petitioner”) submitted comments
on the CWB’s ministerial error
allegations on September 10, 2003. The
petitioner did not comment on the
CWB’s ministerial error allegations for
Farmer 8 and the allocation of labor
costs to livestock for Farmer 23. In
response to the CWB’s other allegations,
the petitioner argues that they were not
ministerial.

In accordance with section 735(e) of
the Act, we have determined that
certain ministerial errors were made in
the calculation of the CWB’s COP and
- constructed value (“CV™’) in our final
margin calculations. For a detailed
discussion of the above-cited ministerial
error allegations and the Department’s
analysis, see Memorandum to Jeffrey A.
May, “Allegation of Ministerial Errors;
Final Determination in the
Antidumping Duty Investigation of
Certain Hard Red Spring Wheat from
Canada’’ dated September 26, 2003,
which is on file in room B—099 of the
main Commerce building.

Therefore, in accordance with 19 CFR
351.224(e), we are amending the final
determination of the antidumping duty
investigation of HRS Wheat from
Canada to correct the ministerial errors
found in the calculation of the COP and
CV. The final weighted-average
dumping margins are:

after May 8, 2003, the date of
publication of the Notice of Preliminary
Determinations of Sales at Less Than
Fair Value: Certain Durum and Haord
Red Spring Wheot from Canada, 68 FR
24707 (May 8, 2003) in the Federal
Register. The BCBP shall continue to
require a cash deposit or the posting of
a bond equal to the weighted-average
amount by which the NV exceeds the
EP, as indicated in the chart above.
These suspension-of-liquidation
insiructions will remain in effect unti!
further notice.

ITC Notification

In accordance with section 735(d) of
the Tariff Act, we have notified the
International Trade Commission of our
amended final determination.

This determination is issued and
published in accordance with sections
735(d) and 777(i)(1) of the Act.

Dated: September 29, 2003.

James J. Jochum,

Assistarnt Secretary for Import
Administration.

[FR Doc. 03-25279 Filed 10—-3-03; §:45 am]
BILLING CODE 3510-DS-P

Criginal { Amended
weighted- | weighted-
Experter/manufac- average average

furer margin margin
percent- | percent-
age age
Canadian Wheat
Board .... 887 8.86
Al Others .o B8.87 8.86

Continuation of Suspension of
Liquidation

In accordance with section
735{c)(1)(B)(ii) of the Act, we are
directing the U.S. Bureau of Customs
and Border Protection ("BCBP”) to
continue to suspend liquidation of all
imports of subject merchandise from
Canada that are entered, or withdrawn
from warehouse, for consumption on or
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States International Trade
Commission’s hearing:

Subject: Durum and Hard Red Spring Wheat from Canada
Inv. Nos.: 701-TA-430A and 430B and 731-TA-1019A and 1019B
(Final)

Date and Time: September 4, 2003 - 9:30 a.m.

Sessions were held in connection with these investigations in the Main Hearing Room (room
101), 500 E Street, S.W., Washington, D.C.
CONGRESSIONAL APPEARANCES:
The Honorable Kent Conrad, United States Senator, State of North Dakota
The Honorable Byron L. Dorgan, United States Senator, State of North Dakota
The Honorable Earl Pomeroy, U.S. Congressman, 1¥ District, State of North Dakota
STATE LEGISLATIVE APPEARANCE:

The Honorable Jack Dalrymple, Lieutenant Governor, State of North Dakota, on
behalf of Governor John Hoeven

OPENING REMARKS:

Petitioners (Charles A. Hunnicutt, Robins, Kaplan, Miller & Ciresi L.L.P.}
Respondents (Richard O. Cunningham, Steptoe & Johnson LLP)
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In Support of the Imposition
of Countervailing and Antidumping Duties:

Robins, Kaplan, Miller & Ciresi L.L.P.
Washington, D.C.
on behalf of

North Dakota Wheat Commission
U.S. Durum Growers Association
Durum Growers Trade Action Committee

Alan Lee, Chairman, U.S. Wheat Associates; Ward
County Representative, North Dakota Wheat
Commission; and Immediate Past President,
Berthold Farmers Elevator Co.

Mark Birdsall, Current Director and Past President,
U.S. Durum Growers Association; and Member,
Durum Education, Rescarch, and Marketing
Committee of Dakota Growers Pasta Company

Harlan Klein, Vice Chairman, North Dakota Wheat
Commission; and Chairman, Southwest Grain

Division, Cenex Harvest States

Neal Fisher, Administrator, North Dakota Wheat
Commission

Jim Peterson, Marketing Director, North Dakota
Wheat Commission

Andrew Wechsler, Managing Director, LECG, LLC
Andrew Szamosszegi, Managing Consultant, LECG, 1LLC
Yincent Smith, Professor of Agricultural Economics

and Co-Director, Agricultural Marketing Policy

Center, Montana State University

Charles A. Hunnicutt } - OF COUNSEL
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In Opposition to the Imposition
of Countervailing and Antidumping Duties:

Steptoe & Johnson LLP
Washington, D.C.
on behalf of

The Canadian Wheat Board

David Przednowek, Analyst, Weather and Crop
Surveillance Department, Canadian Wheat Board

Dwayne Lee, Market Analyst, Canadian Wheat Board

Rick Steinke, Marketing Manager, USA, Canadian
‘Wheat Board

Richard Boltuck, Vice President, International Trade,
Charles River Associates, Inc.

Danie] A. Sumner, Director, University of California
Agricultural Issues Center; and Frank H. Buck, Jr.
Chair Professor, Department of Agricultural and
Resource Economics, University of California, Davis

Richard O. Cunningham
Edward J. Krauland

Matthew S. Yeo

)
)
)= OF COUNSEL
)
David S. Lorello )



In Opposition to the Imposition

of Countervailing and Antidumping Duties (continued):

Weil, Gotshal & Manges LLP
Washington, D.C.
on behalf of

North American Millers” Association

David B. Potter, Vice President, Procurement and Industrial
Markets, American Italian Pasta Company

Greg Viers, Wheat Procurement Manager, Barilla America, Inc.
James M. Meyer, Executive Vice President, Italgrani USA, Inc.

John L Hillman, Executive Vice President, Bay State
Milling Company

James Wilmes, Vice President, Grain and Feed Operations,
Bay State Milling Company

Alan Koenig, Director, Grain, Milner Milling Company
John Miller, President, Miller Milling Company
Randy Marten, Vice President, Miller Milling Company

John Griffith, Vice President, Commedities, American
Italian Pasta Company

Mark Vermylen, Vice President, A. Zerega’s Sons, Inc.
Glenn Zearfoss, Vice President, Logistics, New World Pasta

James A. Bair, Vice President, North American
Millers” Association

M. Jean Anderson )
) - OF COUNSEL
John M. Ryan )



In Opposition to the Imposition
of Countervailing and Antidumping Duties:

National Grain Trade Council
Washington, DC

Randy Linville, Chicf Executive Officer, Scoular Company

Kent Horsager, President, Minneapolis Grain Exchange

REBUTTAL/CLOSING REMARKS:

Petitioners (Charles A. Hunnicutt, Robins, Kaplan, Mitler & Ciresi L.L.P.; and
Andrew Wechsler, LECG, LLC)
Respondents (Richard O. Cunningham, Steptoe & Johnson LLP)






APPENDIX C

SUMMARY TABLES

C-1






Table C-1
Curum wheat: 5 y data ning the U.S. market, marketing years 2000/2001 - 2003/2004 (1}

_ [Quantity=million bushels, vatlue=million dollars, urit values are per bushel, period changes=percent, except where noted)

Reported data Feriod changes
200042001 - 200062001 - 200172002 - 20K12/2003 -
Item 200042001 200M/2002 20022003 200342004 200242003 200172002 200212003 20032004
U.5. eansumption quantity:
Amount .. oL 65 &1 &1 {2} -10.6 -85 -1.2 ()]
Producers' share {3}, ... ........... .. ... ... B14 693 ¥B.3 2 31 122 a1 {2)
fmparters' share (3):
Canada . ... .. e 180 293 208 (2 27 1.2 4.5 {2)
Allothersources .. .. .............. ... ... 0.5 1.5 08 (2] 04 1.0 08 (2}
Tatalimports ... ... ... ..o 186 307 217 {2 31 122 -8.1 [2)
U.8. imports from:
Canada .. ... . ... . ... ...l e 12 18 13 (4] 249 46.8 -29.9 {2}
Al Gler SOUFCES .. _ ... ... L) 1 1 {4} 6.0 159.9 -40.0 {2y
A SOURCES - .. L. L e 13 18 C 13 {4} 4.3 499 -30.4 {2
LS. producers”:
Acreage planted imillicnacres) . .. ... ........ ... a8 28 29 28 281 -261 {53 A6
Acreage harvested (millonacres) ... ... ... 36 28 2.7 27 243 219 31 i3
Production . .. ... .. ... ... 110 84 9 a7 278 236 5.4 10.0
¥ield {bushelsfacre harvested) (3} . .. ... ... .. ... 307 30.0 294 {F) 31 -13 L7 06 47
Shipment quantity:
US shipments . ... &5 43 47 4 -14.0 -23.0 1.7 25
Export shipments . . ... .................... .. A 50 37 3 -33.1 107 250 55
Tolal shipments .. _. ... .. ... 111 a3 BS 84 =235 -16.8 -B.2 BE-)
Ending inventory quantity 28 21 15 18 -48.1 -29.2 -26.7 245
Inventoriesftotal shipments (3. ... ... ..., 262 223 17.8 22.5 B4 -39 4.5 4.7
U5, imports as percentage of U.S, production (3):
L. 5. imports from Canadal LL.8. praduction . . ... ... i1 214 158 (2) 47 102 55 2}
U.S. imports from all other sources! U. 3. production 0.3 11 07 (2 0.4 0.8 0.4 {2}

B (1) June-fay.
(2} Not applicable.
{3) "Repaorted data” are in percent and "pericd changes” ar in percentags points.
{4} Not available.
{5} Less than 500,000 bushels.
{6) Less than negative .05 percent.
{71 As reported by USDA,

Note.—Because of rounding, figures may nol add to the lotals shown. Unit values and shares are calcutated from the unrounded figures.

Source: Compiled from US0A and Commerce data, using official USDA statisties far imports from Canada (excluding Canadian lransshipmenta), Commerce statistics for

imports from alt other sources, and not including export shipments in U.S. apparent consumption.

Cc-3



Table C-2

Hard red spring wheat: Summary data concerning the U.S. market, marketing years 2000/2001 - 2003/2004 (1}

(Qu_a__nlity:million bushels. valug=million dellars, unit values are per bushel; period changes=percent, except where noled)

{2 Not applicable.

(3} "Reparted data" are in percant and "period changes™ are in pereentage points.

{4} Less than 0.08 percent.

(2} Less than 0.05 percentaga points,
{E) Not available.

(7] Less than 500,000 bushsls.

(&) As repaorted by USDA.

Nots,—Becausea of rounding. figures may not add to the totals shown. Unit values and shares are calculated from the unraunded figures.

o _Reporteddata _ R Period changes
2000/2001 - 2000/2001 - 20012002 - 200212003 -
item o 200012001 200112002 200242003 20032004 200272003 200172002 20022003 20032004
U.5. consumption guantity:
Amount. ... ... O 324 290 182 2 438 103 373 2)
Producers'share (3). ... ... ............ AU ar.z 841 94.2 {2} 7.0 3.1 101 {2
Importers’ share {3):
Canada............ ... ...l 128 159 58 2] 7.0 31 =101 {2)
Allothersources .. ... ... e _ 4] {4} {4} (2] {5} {5} 5] {2
Total imports . ... ... e 12.3 153 58 {2} -T.Q 31 =101 (2}
115, imports from:
Canada...... . ..... 41 46 11 {6} 745 113 771 12
Allother SOUICES . . ... ..oovieea . AT} {7} {7 8y 3449 400 2178 (2
Allsaurees . ... .. 41 48 ial (&) -7d.5 11.3 LT {2}
W5, producers';
Acreage planied (milionacres) . ... ......... ... 14.4 14.8 14.9 13.0 3.3 28 08 -12.4
Acreage harvested {milion acres) . .............. 136 13.8 126 127 B 1.5 -84 0.5
Praduction . ... .. ... 502 476 357 450 284 -5.2 =251 290
Yield (bushelsfacre harvested) (3) 370 e 282 {8y 36.7 S8 24 £.4 85
Shiprment quantity:
US. shipments ... ... ... ... ... ... ... 282 244 171 205 393 -13.5 -28.8 183
Exportshipments ........................... = 227 215 254 255 18 48 176 D4
Total shipments ... 508 80 a5 480 ABS 96 76 80
Ending mventory quantity . ... ... 0000 194 210 141 141 -27.4 8.1 -32.8 0z
Inventoriesfictal shipments (3) ., .. ... .. ... .. 331 456 3341 307 -5.0 75 -1256 24
U.5. imports as percerage of U.S. production (3):
U.5. imports from Cenadal U.5. production . . ... ... 83 a7 3.0 {2) 53 14 8.7 i2)
U.8. imports from all other sourcess U.S. production . i4) {4) 1] {2) {5) {5) (5 2)
Ty JuneMay. ' ) T T

Source: Compiled from USDA and Commerce data, using official USDA statistics for imports from Canada fexcluding Canadian wransshipments), Commerce statistics for
imparts from zll other sourees, and not including export shipments in U5, apparent consumption.
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Table C-3
Hard red winter wheat: Summary data cencerning the U.S. market, marketing years 2000/2001 - 2003/2004 (1)

{Quantity=million bushels, vatus=million dollars, unit vatues are per bushel, pericd changes=percent, except where noted)

Reported data Periodehanges
T 200072001 - 2OUCIZ001 - 2001/200Z - 2002/2003 -
em o 200042001 2001/2002  Z002/2003  2003/2004 2002/2003  2001/2002 200202003 20032004
.5, consumption guantity:
Amaunk. ... ... e e LS00 458 473 2} 5.5 £5 1.2 {2)
Producers' share {3}. .. .. .. ................ .. 908 99.7 o9a.7 {21 0.2 3.2 {4 {23
Importers' share {31
Camada . ......... ... ... .. ... ....... 4.1 0.3 03 (23 G2 0.2 [E)] (2}
Allothersoureas . ... ... ... 12} {2) {2} (2 {2} i2) {2) (2)
Total iMpOrts . ..o AT a3 0.3 2 0.2 02 (5} @
U8, imporis from;
Canada. . ... .. ... ... ... ... ..., B} 1 1 {7} 1761 168.7 27 {2
Allcthersources .. ... ... ... ... .__........... (73 {7} i {7) 2} 2} {2} {2)
AllSaurcss . . ... ... {6} 1 1 g 178.1 1687 27 2}
L8, producers
Acreage planted (million acres) ... ... ... 304 29.0 238 32.0 -1.8 -4.6 28 .4
Acreage harvested {milion acresy .. .........., .. 36 208 186 257 -16.9 -11.4 6.2 3z
Praduction ., ... ............... ............. B46 767 608 1,083 =284 43 -208 79.4
Yield (bushelsiacre harvestedy (3) .. ... ..., .. 350 3B.7 31 42 4 -4.8 11:] 568 1.3
Shipment gquantity: .
US shiprents . .. ... ... ... .. 500 456 472 485 . 56 &7 12 28
Expottshipments . .......................... 393 348 31 480 207 1.2 -10.8 477
Totatshipments ... ... ... 893 815 783 8ds 123 87 39 07
Ending inventory quantity . ... ... ... ..., 411 362 188 338 =541 -11.8 =480 785
Inventories/totat shipmenls {3} ... ... ... ... ... 46.0 44.4 241 35.6 219 16 -20.4 11.5
U.5. imports as percertage of U.S, production (3):
U5 imports from Canadaf LS. produstion . .., | 0.1 c2 02 [#4] 0.2 0.1 (5} {2)
1.5, imports from all other sources/ U.S. production . 12) {2} {2) 2y {2} {2) 2) {2)
{1} June-May.
{2} Not applicable.

{3) "Reported data" are in percent and "period changes” are in percentage points.
(4} Less than negativa 0,05 percentage points.

[5) Less than 0.05 percentage paints.

(6} Less than 500,000 bushels.

[7) Mat available.

Note --Because of raunding, figures may not add 1o the totals shown. Unit values and shares are calculated from the unrounded figures.

Sourea; Compiled from USDA and Commerce data, using official Commerce statistics for imports, and net including export shipments in U.S, apparsnt consumgtion,
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Tabie C-4
Hard red spring and hard red winter wheat: S y data ning the U.S. market, marketing years 200002001 - 2003/2004 {1)

~_ {Quanlity=millien bushels, valua=million dollars, unit values are per bushel, period changes=percent, xcept where noted)

Reperled dala . Period changes
. o 200062001 - 200042001 - 200172002 -  2002/2003 -
tem L Z000di2004 200172002 20022003 2003/2004 20022003 200442002 2002/2003  2003/2004
LS. consumption quantity:
AMOUIE. ..o e ie et e 824 758 855 {2} 205 8.0 136 2)
Producers' share {3). .. ... ... .. ... 94.9 938 882 2y 32 -12 4.4 {2)
imponers” share {3):
Canada:
Hard red springwheal ... ... _........... 50 6.1 1.6 12) 24 1.1 45 {2)
Hard red winter wheat. ... ... ... .. ... .. 01 02 G2 2 a1 01 {4 (2}
Total e 51 6.2 18 [¢] 33 12 -4.4 {2}
Allother sources ... .. . ... B {5) {5} {5} @ _ {4 {4y {4) 2}
Tolalimports .. ... ... e 51 6.2 1.8 (23 -3.3 12 4.4 {2}
U.5. imports from:
Canada (herd red winlerwheat) . . ............. .. 41 46 11 (5 -7d4.5 11.3 771 (2)
Canada (hardred winterwheat) . . ............... o N 1 L (&) 176.1 1687 27 {2}
Canadadftotal) . . ............. . ... ... ... 42 47 12 (5} 717 131 -75.0 2)
Allathersources ... ... ... ... . ... ..o _ [ . n {f A8 34458 40.0 2178 [2)
AlSOUICES . ... oot 42 4 12 {6} F17 13.1 75,0 3
U.5. producers’ —
Acreage planted (millenacres) . ... ... L 448 438 447 451 4.3 -2.2 20 431
Acreage harvested (milionacres) . .. ......... ... 372 347 323 38.4 -133 57 70 182
Production. . ... ovr e e 1348 1,243 066 1,553 -28.4 78 223 60.8
Yield (bushels/aere harvested) (3 .. ........... .. 36.2 358 289 40.4 6.3 04 5.9 105
Shipment guantity: .
US. shipments ., ... 000 782 71t 843 690 178 42 85 V.2
Export shipments ... ..o 620 585 565 s -88 4.9 0.1 26.4
Total shipments ... ......... ... .. ... 1402 1276 1,208 1,405 138 9.0 53 16.2
Ending invenlary quantity . ... .. ... ... L. 606 572 329 477 -45.6 5.4 425 45.0
Inventoriesftotal shipments {3) .. ... ......... .. .. 43.1 448 vz 34.0 -15.8 17 476 B8
LS. imporis as percentage of U.S. production (3)
U.5. impons from Canadaf U.S. production . . ... . .. 31 38 1.2 {2} -9 or -28 {2)
.5, imports fram ail other sourcess U.S. production | {5) 5) {5} {2} {4} {4 (4) {2}
(1) Juna-May. -

{2) Mot applicable.

{3) "Reported data” arg in percent and "period changes” are in percentage paints,
(4} Lerss than 0.05 percenlage points.

{5) Less than 0.05 percent.

(8} Not available.

{7) Less than 500,000 bushels.

Note —Because of rounding, figures may not add Lo the tolals shown, Unit values and sharss ara cakeulated fram the unrounded figures.

Source: Compiled from USDA and Commerce dala, using official USDA statistics for imparts of hard red spring wheat from Canada (excluding Canadian transshipments), Commerce
stalistics for imports of hard red winter wheat from Canada and imports from all other sources, and not including export shipments in U.S. apparent consumption.
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Tahla C-1A
Durum wheat: Summary data concarning the U.S. {including axports) market, marketing years 200072004 - 2003/2004 (1)

{Quantity=million bushels, valus=million dollars, unit values are par bushel, period changas=percent, except whers noted)

Reporied data B Perind changes

2000/2001 - 2000/2001 - 2001/2002 -

M _. . 2000001 200172002 200212003 _ 2003i2004

U.3. consumption gquartity:

AMOUnt ... e 124 AR N 93 (2} 208 -0

Producers' share {3} ... ... .. ... .. ... ... 898 B3.1 886 [2) -3.2 £.8

Imparters’ share (3);

Canada . . ... e 8.8 16.1 128 {23 29 B.2
Allathersources . ........... ..o 03 na 1X:] {2y a3 as
Tolalimports ... ... ... . ... ... ... 10.2 188 13.4 2] 3.2 8.5

U.5. imports from:

Canada....... 12 18 13 (4} 28 48,8
Allother sourees . ... L {5) 1 1 (4] 56.0 15289
AllSOURSES ... 13 19 13 {4} 43 429
U.5. producers';
Acreage planted fmilion acres) ... ... ... 39 29 2.9 28 =261 261
Acreage harvested (millionacres) ... ... ... ... 38 28 27 27 24,3 218
Produetion . . ... ... L 110 84 74 a7 -2r.8 -23B
Yield {bushelsfacre harvested) (3} .. ... .. 07 00 294 (7} 3441 -1.3 0.7
Shiprant quantity:
UB. shipments . ... ... ... ... 55 43 47 49 -14.0 220
Exportshipments .. ... ... o0l 58 o - 1 35 =231 -10.7
Total shipments ... ... ... Lo 111 23 85 84 236 -16.8
Ending inventory quantity .. ............ . .. 29 21 15 19 481 292
Inventorieshtotal shipments (3). ... ... ... ... 282 223 17.8 25 8.4 as
{.5. imports as percentage of U.S. production (3): ’
U 5. imports from Canada/ .5, production ., ..., . 11,1 214 15.8 (2 4.7 10,2
{.5. imports from all other sources! U.S. production a3 11 0.7 {2 0.4 08

(1) Eﬁé-ﬁay. "Exports _are -ih_clu.t.i-ed in.ﬁ_é:éamplion. Export sI';F;n(-;ts é; nélEp.iE;ﬁy}Edé_b;’ .ljg'fﬁers.
{2} Not applicable.

{3) "Reported data” are in percent and “period changes” are in percentage points.

{4} Not available.

{5) Lass than 500,000 bushels.

(6} Less than negative 0.05 percent.

(7} As reported by USDA,

Note --Because of rounding, figures may not add Lo the tolals shown, Unit values and shares are caloulated from the unrounded figures,

-11.3
3.8

-3.3
0.3
=36

-28.9
~40.0
-30.4

(8}

-3.1
54
<06

1.7
-25.0
82
25T
4.5

55
04

20022003 -

200212003 20012002 20022003 200372004

(2)
4

{2
(2
2}

2}
2)
(2}

-36
13
10.0
47

25
56
-1.6

245

47

2}
(2)

Source: Compiled from USDA and Commerce data, using official USDA statistics for imperts from Canada {excluding Canadian transshipments), Commerce statistics for

imports from all other sources, and including export shipments in .5, apparent consumplion.
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Table C-2A

Hard red spring wheat: Summary data concerning the U.5. {Including exports) market, markating years 2000/2001 - 20032004 (1)

{Quantity=rillion bushels, value=million doliars, unit values are per bushel, peried changes=percent, except where noted)

kem

L. 8. consumption guantity:
Amount . ...l
Producers'share{3}. ... ....... ... ... .. .....
Importers' share (3);
Camada . . ..... ... .
Allothersources . ......................... .
Totalimports .. ... ... ... ... ... ... ...

LS. imports from:
Camada . ...
Alothersourses ... ... ..
Allsourees . ... . ... ..ol

U5, producers'
Acreage planted (millionacres) . . ... ... ...
Acreage harvested (millicn acres) . _......... . ...
Preduction . ... ..o
Yield {bushels/acre harvested) {(3) . .. ... ... ......
Shipment quantity:
US shipments ... ... ... ... ...
Exportshipments ... .. ... .. ... _.............
Totalshipmerts . _ ... _........ ... ... ...
Ending invenlory quantity . .. ... ... ... ...
Inventoriesftotal shipments (3. ... ... ... ...
U.3. imports as percentage of LL.S. production (3):
U.5. imports from Canadaf U.S. production .. ... ...
1.8, imports from all other sources/ LS. production .

_"{'1_}' Jﬁhé-Méy.' E%poﬁs"é'ré- inchuded i U.S. consumptin_r{ .“E_xport sitipments are nel typically made by U5, farmers.

{2} Not applicable.

Reported data . Period chaf';;}és .
20002001 - 2000/2001 - 200172002 - 200262003 -
2000/200% 20012002 200272003  2003/2004 2002/2003  2001/2002 20022003 200342004
551 506 436 2 -20.8 81 -13.9 {2)
925 90.9 a78 {2} 5.1 -1.6 67 (2}
7.5 9.1 24 2} 5.1 1.6 47 2
4) ) R ey (5) (5} (5 @
7.8 8.1 24 2} -5.1 1.6 B7 (2)
41 45 1 (&) -T45 113 771 el
LGOI €} {73 (&) B 344.9 400 2178 (2
41 46 11 6} -74.5 1.3 771 {2)
14.4 14.8 14.9 130 a3 28 05 -124
136 13.8 126 12.7 7.0 15 -B.4 0.5
502 476 357 460 -28.0 52 =251 29.0
0 346 282 &) 8.7 -88 2.4 £.4 8.5
282 244 171 206 -39.3 -13.5 -29.8 193
227 218 254 255 11.9 48 176 0.4
509 460 425 460 -16.5 -9.8 -7.6 8.0
184 210 141 141 274 8.1 -328 0.2
381 456 a1 30.7 S0 7.4 125 2.4
8.3 a7 3.0 {2) 53 1.4 07 {2)
4 4 {4) 2) (5) {5) 5 {2

{3) "Reportad data” are in percent and "period changes® ars in percentage points.

{4) Less than 005 percent.

[5) Less than 0.05 percentage points.
[6) Mot available.

(¥} Less than 500,000 bushels.

(B) As reported by LISDA

Note --Batause of raunding, figures may nat sdd to the totals shown, Unit values and shares are calculated from the unrounded figures.

Source; Compiled frem USDA and Commerce data, using official USDA statistics for imports from Canada {excluding Canadian transshipments), Commerce statisiics for

imports from all ather sourees, ard including export shipments in U8, apparant consumption.
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Table C-3A
Hard red winter wheat; Summary data concerning the U.5. (including exports} market, marketing yeaars 2000/2001 - 2003/2004 {1)

{Quanlity=millien bushels, value=million dellars, unit values are per bushel; pericd changes=percent. except whars noted)

o Reporieddate Period changes
2000/2001 - 200042001 - 2001/2002 - 200272003 -
lem . 2000/200% 200172002 2002/2003  2003/2004 200202003 200142002 200272003 2003/2004
U5 consumplion quantity:
AMOUNE . e 893 817 785 (2 2.2 &85 a9 {2)
Producers' share (2} .. ... ... ... 9349 998 9598 {2y -0.1 0.1 {4} 2}
importers' share {3):
Candtda . ... o1 : 02 0z ) 01 0.1 {5) 2
Allothersources . .. ... ........_.._........ @ @2 [ {2) {2) {2) {2}
Totalimporte . . o 0.1 0.2 0z 2 01 o1 (5} 2
U.5. imperls from:
Canada . ... . e [{=]] 1 1 {7} 176.1 168.7 27 {2}
Alotherseuress ... ....._...................._ @ {7 7 7} 12y {2) 12y {2
Allsourees ... L. {8} 1 1 {7 1781 168.7 27 {2)
U.5. producers”:
Acreage planted {millionacres) . ... ... 304 290 208 320 1.8 4.6 28 74
Acreape harvasted (milionacres) . .............. 236 209 196 257 -16.9 -11.4 B2 31.2
Pradustion . . ... ... e 846 767 608 1,003 -28.0 -5.3 =206 764
Yield {oushelsfacre harvested) (2} .. .......... ... 359 387 311 42.4 48 08 -5.6 113
Shipment quantity.
.5, shipmenls . . . .. 500 456 472 485 56 47 12 28
Export shipments . .......................... - - S - R £} 460 207 1.2 -10.8 417
Totalshipments . ............... .. ... 893 818 783 945 2.3 8.7 -39 207
Ending inventory quantity - ... ... ............ 411 362 188 336 -54.1 -11.8 -48.0 785
nventoriesftolal shipments (3} ... ..., ... ... 4560 44 .4 241 3586 218 18 204 11.5
.5 imports a5 parcentage of U.S, production (3):
.8, imports from Canadal LS. production. . ... .. 0.1 0.2 az 2} 02 o1 {5) {2)
U.8. imports from all other sources! U.S. production . (2 {2 2) {2) (2} (2 (2) {2)

{13 Jure-May. Exports are included in LS. consumption. Export shipments are nat typic'.a'i'ly made by U.S. farmers,
{2} Mol applicable.

{2) "Reparted data” are in percent and "period changes” are in percentage points.

{4) Less than negative (.05 percentage poinis.

(5] Less than 0.05 percentage points.

{6} L.ess than 500,000 bushels,

{7} Not available,

Note --Because of rounding, figures may not add to the totals shown. Unit values and shares are caloulated from the unrounded figures,

Seuree: Compiled from USDA and Commerca data, using official Commerce statislics for imports, and inchuding sxport shipments in U.S. apparent consumptian.



Table C-4A
Hard red spring and hard red winter wheat: S y data ing the U.5. {including exports} market, markating years 2000/2001 - 2003/2004 (1)

[Quartity=million bushels. value=milion dollars, unil values are per bushal; period changes=percent, sxcent where noted]

Reported data _ o ) Fariod cha_nges'_ _' o
o 2000/2001 - 200002001 - 2001/2002 - 20022003 -
ltem o 200042001 2001/2002  2002/2003  2003/2004  2002/2003  2001/2002  2002/2003  2003/2004
L8, consumption quantity:
Amount ... e 1,444 1,323 1,221 ¥4} -155 -8.4 77 {2)
Producers'shara (3) ... ... ... .. ....... 971 96.4 29.0 2 1.9 07 26 (2t
importers' share (3}
Canada:
Hard red springwheat. .. .. ... ... . _ ... ... 29 35 [} ] {2y 2.0 06 2.5 2)
Hardredwinterwheal ... ... . ... ... ..., {4} B 01 {2) a1 oA {5) (2)
Tolal . ..., P .. 29 38 1.0 i2) -1.8 a7 28 (23
All other sources 4y & {4 2y (5) (5} (5 (2
Totalimparts ... ... e 28 36 1.0 2 -18 L1 26 {2}
U.B. imports from;
Canada (hard red winter wheat) . . ............... 41 48 11 {6} 745 113 F7A (2}
Canada (hardred winterwheat) . . ............... {7} 1 1 {B) 176.1 168.7 27 (2}
Canadafiotaly . . ... ... 42 a7 12 {6) 717 131 750 2}
Allgther sourees ... ... 8] 7} {6} 344.9 40.0 217.8 2
AINSOUMTES . oottt 2 & 12 16) 717 131 -75.0 12}
US producers>
Acreage plantad {million acres) . ... ... ... 44.8 438 447 45,1 03 22 20 0.8
Acreage harvested (milionacres) .. .......... ... 372 347 323 384 133 &7 7.0 182
Producton . ... ... e 1,348 1,243 968 1553 -28.4 18 223 a0.8
Yield {bushelsfacre harvested) (3) ... ... ... .. .. 362 358 259 40.4 6.3 0.4 59 105
Shipment gquantity:
S shipments , . ... ... ....... ... .. 782 Fahl 643 €90 -17.8 -5.2 -85 7.2
Exportshipments . ... ... ... ....__........ 820 563 565 715 -B.8 -39 a1 6.4
Total shipments . . ... ... .. ... . ... ........ 1,402 1,276 1,200 1,405 -13.8 8.0 -5.3 16,2
Ending inventary quantity . .. ... ... ... 605 572 329 477 -45.6 5.4 425 450
Invantoriesftotal shipments {3} .. ... ........... 431 448 27.2 M0 -15.9 1.7 78 5.4
U.S. imports as percentage of LS. production (3}
U.S. imports from Canadal U.S. production. ... .. .. a1 38 t2 {2) -1.2 o7 -26 [#3]
LS. imports from alt other sources/ U.S. production . (4} {4) {4} {2) {5) {5) {5) {2

- {1} .Im.él\u'lay. Exports are inctluded in U.S. eonsurnption. Expo.r.t.s.h.i.prh.eﬁis are not typically mada by U.5. farmers.
{2) Not applicable.
{3) "Reported dala” are in percent and "period changes” are in parcentage points.
{4) Less than 0.05 parcent.
{5) less than 0.05 percentage points,
{63 Mot available.
(71 Less than 500,000 bushels.

Nole. —Because of raunding, figures may not add to the tolals shown. Unit values and shares are caloulaled from the unrounded figures,

Source: Compiked from USDA and Commeree data, using official USDA slatistics for imports of hard red spring wheat from Canada (excluging Canadian transshipments), Commerce
statistics for imports of hard red winter wheat from Canada and imports from all other sources, and including expont shiprants in 1.5, appargnt consumption.
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Table C-§&

Burum wheat: Alternative summary data concerning the U.S. market, marketing years 2000/2001 - 2002/2004 {1)

fn_illian bushels, value=million dollars. unit values are per bushel, period changes=percent, excepl where noled)

Period changes

. _ Reporteddata
2000/2001 - 2000/2001 -
'Eer_g_ 200072001 20012002 200272003 20032004 200212003 20012002
U.5. consumption quantity:
AMOUNt ... 68 63 62 2 83 79
Producers'share (3}, ................... ... ... 811 &7.8 76.1 2) -50 -13.3
Importars' shars (3}
Camada ., ... ... oL 1B8.4 308 231 {2} 47 124
Allolher soUrces . ... s 15 038 (2} 04 09
Totalimpons. .. ... 1849 22 239 (2} 50 133
L5, imports from:
Canada:
Quantity . ... 13 18 14 {4} 15,0 541
Malue . &5 86 G5 {4} 18.2 57.3
URIEWAILE . .. e $4.37 §4.46 54,49 (2) 28 20
All other sources:
Quantify . ... e 153 1 1 (4} 56.0 159.5
Malue. ... ..o 1 4 2 {4} 76.4 189.5
Unitwvalue .. ... ..o L $3.51 3391 $3.97 {2) 131 11.4
All sources:
Cuantity .. ......oovn . i3 20 15 4) 16.1 57.0
Value . . .. 86 o0 67 {4} 194 60.2
Unitvaloe. ... 00 e e $4.24 $4.43 $4.47 {2) 29 2.0
U.S. producers™
Acrgage plarted (milion acres) . ... ... L. 39 29 29 28 26,1 -26.1
Acreage harvested (millonacres) .. .. ... ... ... 36 28 27 27 -24.3 -9
Proguction. .. ... e e 110 84 79 a7 278 236
Yield {pushels/acre harvesled)} (3} . ... ... .. ... .. 307 0.0 284 {7} 341 -1.3 0.7
Shipment guantity:
US shipments . ... ... ... ... ... ... &5 43 47 48 -14.0 =23.0
Exportshipments ... .._........ . ... ...0... S6 50 crg 35 -33.1 -10.7
Tatal shipments ... ... .. 11 93 - Tas 236 168
Ending inventory quantity . . ... ... L 22 21 15 19 -48.1 =282
Inventoriesiotal shipmerts (33, ... .............. 26.2 223 17.8 2.5 B4 39
L.8. imports a5 percentage of U5, production (3):
U.5. imports from Canada/ U.S. production. .. ... .. 11.4 230 181 2} 67 116
LS, imports fram alt other sources/ .S, production . 03 4.1 0.7 (2 04 R:]

T dneMay.
{2) Noi applicable.

{2} "Reported dala" are in percent and "perind changes" are in percentage points,

{4) Not available.
{5) Less than 500,000 bushels.

(&) Less than negative 0.05 percent.

(7) As reparted by USDA.

2001/2002 -

0.5
83

7.7
06
-8.3

-25.4
-24.9
o7

-40.0
-39.1
18

-26.1
-25.4
08

(&)

21
5.4
0.6

1.7
=250
82
267
]

-4.9
04

2}
2}

2
(2}
12

2)
(2}
{2}

2
2
{2)

2
{2}
{2)

26
13
10.0
47

25
5.6
-1.5

245

47

@
2

Naote. --Because of rounding, figures may not add to the totals shown, Unit values and shares are caleulated from the unrounded figures.,

Source: Compiled from USDA and Commerce data, using official Commercs statistics for imports, and nat including expert shipments in U.S. apparent consurmption.
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Table C-6
Hard red spring wheat: Alternative y data

II;IIH the U.5.

®at, marketing years 2000/2001 - 2003/2004 (1}

Reportad data

200042001 -
ltem 2000/2001 200142002 2002/2003  2003/2004 200242003
L).5. consumption quantity:
AMOUDE . o v e 332 298 187 (2) 437
Producers' share (3) . ... ..o ... 852 82.0 at.0 {2) 87
Imparters' share (3):
Canada. ... ... ... 148 18.0 81 {2) 57
Altothersources ... ... ... {4} (4 (4) {2) (5
Tatal imports - ..o 148 1we  at 2 57
U.5. imparts from:
Canada:
Quantity .. ... e 49 54 15 {8) 694
Value . ... 175 210 &1 {6) -65.0
Unitwalue . ... ... 5356 3. F4.06 {2) 141
All other sources:
Quantity - 7} s} (7} {6) 3449
Malue . .o 8} 3] 8y 16) 937
Unitvalua .. ....... .. .o o . $24.73 $21.78 $10.77 (2) EE 5
All sourees:
Quantily . ... ... 49 54 15 (8} 694
Valwe. .. . ...l 175 210 a1 i3] £5.0
Unmitvalue . ... ... $3.56 LRl $4.07 (23 14.2
LS. producers’
Acreage planted {millicnacres). . ............... 14.4 14.8 14.9 13.0 33
Acreage harvestad (milionacras) .., ... ..., ... 134 138 126 127 70
Production . ... ... ... oL Lo Lo 502 476 357 450 -29.0
Yield (bushslsfacra harvestad) (3) .. ... .......... 370 346 282 {9) 367 5.8
Shipmert quantity:
US. shipments .. .......... v 282 244 171 <393
Exportshipments ... ... ..o 2 216 254 18
Tetal shipments 509 460 425 B 6.5
Ending invertory quarkity . ... ..., 154 210 141 14 274
Inventoviesftotal shipments {3} .. .. ... .. .. ... ... 381 456 331 07 -5.0
U.8. imports as parcertage of U.5. productian {3);
U.5, Impornts from Canadal US. production . ... ... 48 13 4.2 {2 58
U.5. imports from all cther saurcesf U.5. production . (4} {4 {4) (2) 5)

{1} June-May.
{2} Not applicable.

{3) "Reponed data” are in percent and “period changes” are in pereentage points,

{4) Less than 0.05 percent,

{5} Less than 0.05 percentage points.
{6) Not avatlable.

{71 Less than 500,00¢ bushels.

{8) Less than $500,000.

{91 As reported by USDA,

. . Period changes .
2000/2004 - 2001/2002 - 200242003 -
2001/2002  2002/2008  2008/2004
101 37.4 12
a2 9.9 12)
32 Y| 12
5 5) {2)
32 a9 12)
9.1 1.9 2
198 70.8 2
9.9 39 @
400 217.8 @2
232 573 2)
120 505 {2
9.1 719 @2
16.8 708 @
99 39 2
28 05 124
15 84 05
52 -25.1 260
24 5.4 85
135 29.8 193
4.8 175 04
96 76 RO
Bt 328 0.2
75 2.5 24
15 7.0 @
i5) 5} {2)

. Note.--Because of rounding, figures may not adad to the totals shown. Unit values and sharss are calculated from the unrounded figures.

Soures; Compiled from USDA and Commeres data, using official Commerce statistics for imports, and not including export shipments in U.S. apparent consumption.



Table C-7 .
Hard red spring and hard red winter wheat: Alternative summary data concerning the U.5, market, marketing years 2000/2001 - 2003/2004 (1)

{Quantity=million bushels, value=million dollars, unit values are per bushel; period changes=percent, axcept whers noted}

Reportad data o Period changes
’ 2000/2001 -  2000/2001 -  20071/2002 - 200262003 -
hem el e . 20002001 200172002 200212003  2003/2004 P002/2003  2001/2002 200272002 200312004
U.5. consumption quartity:
Amount ... ... a2 768 650 {2} =207 8.0 -13.8 (23
Producers' share (3} ... ... a4.0 428 7.5 {2} 35 1.2 47 3]
Importers' share (3).
Canada:
Hard red spring wheat. ... ........ e e 59 7.0 23 (2) 3.6 1.1 -4.7 (2}
Hard red wirter wheat. . ... ..., 0A az a2 @1 01 (4 {2}
Total ................. e B0 7.2 25 {2) -3.5 12 47 {2}
ANCHNEr SOUMGES . ... ... ... {5) () = I - (4} (4 (4) (2)
Tetalimporls . ... ... ... B.0 7.2 25 2} -35 12 4.7 12}
11.8. imparts from;
Canada (hard red spring wheat):
Quantity . ... ... 49 54 15 15 94 9.1 71.8 2
VEME . o 175 20 &1 {8) 850 19.8 708 (2}
Unitvalue . ... ... $2.56 3351 $4.06 (2] 141 o8 39 {2}
Canada [hard red winter whaat}:
Quantity . 7 1 1 (8] 176.1 1687 27 {2}
Value. ... ... ... 1 4 5 {6) 328 247 5 18.7 (2
Unitvalug. .. ..., .... e . 52.51 $3.25 $3.75 {2) 43.4 293 155 (2}
Canada {total):
Quantity . ... oo =l 5% 16 (BY E7.0 10.6 -f0.2 (23
Walue . ... 176 214 66 8} 62.5 213 -69.1 2
Unitwalue .. ... ... .. ... ... $3.55 $3.80 $4.04 {2) 138 9.7 3.7 2
Al other sources:
Quantity ... ... 7} (7) M {6} 3448 400 2178 {2}
VEIIE . ot (8) )] (&} {8) 937 232 57.3 )
Unitwalue . ... ... oL 52473 §21.78 MO77 {2} -66.5 -12.0 505 (2}
All sources:
Quankity . ... ... . 5Q 55 16 [\ £7.0 10.6 -T0.2 2
Valoe . ... .. 176 214 €6 {5} G2.5 213 £5.1 [#4]
Unitwalue ... ... o $3.55 $3.590 §4.04 {2) 3.8 97 ar [2)
U 5. producers’;
Acreage planled (milion acres) . ... ... ... 448 438 447 451 -0.3 2.2 20 08
Acreage harvested (million acres) ... ... ... .. .. 372 347 323 36.4 -13.3 £.7 <70 192
Productian . ... oL 1,348 1,243 966 1,663 -28.4 -F.a 223 60.8
Yield {bushelsfacre narvested {3} . ... ... . ... ... B2 358 299 40,4 53 -0.4 -89 105
Shipment guantity:
UEB shipments . . ... ... ... .. ... ... .. ¥B2 11 643 520 -17.8 8.2 8.5 72
Export shipmenls . ... ... 620 565 885 M5 8.8 -89 0.1 26.4
Total shipments ... ... oo 1402 1,278 4,209 1,405 -13.8 20 53 18,2
Ending inventery quantity . . ... ... ... €05 572 329 477 -45.5 5.4 -42.5 45.0
Inventories/latal shipmemts {33 . ... ... ... .. . 431 44.8 72 34.0 -15.8 17 -176 6.3
U5 imports as percentage of U.S. production {3}:
U.S. imports from Canadaf U.S. production .. ... . .. 37 4.4 17 2y =20 07 27 {2}
U8, impors fram all other sourcesf U8, production | {5 5 {5} 12} 143 4 {4} {2}
{1} Juna-May. T e

(2} Mot applicable.

{3) "Repored data” are in percent and "period changes” are in percentage points.
{4} Less than 0.05 pereentage points.

(5} Less than 0.05 percert.

(&) Mot available.

{71 Less than 504,000 bushels.

(8] Less than $500,000.

MNote —Because of rounding. figures may not add to the totals shown. Unit values and shares are calcufated from the unrounded figures.

Source:. Compiled from USDA and Commerce data, using official Commerca statislics for imports, and not including export shipments in .8, apparert consumption.
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Table C-54
Durum wheat: Alternative summary data concerning the U.S. {including exports) market, marketing years 2000/2004 - 2002/2004 {1)

{Quantity=million bushels, value=million dollars, unit values are per bushel, period changes=percent, excepl whera noted)

Raported data o Period changes
200072001 - 200072001 - 20032002 - 20022003 -
ltem B _ 2000/2001  2001/2002 20022003 200342004 2002/2003 . 2001/2002 200262003 2003/2004
U.S, congumption guantity.
Amount L 124 143 100 {2y -19.5 92 -i1.4 (2]
Producers' sharg €3} . ... ... ... ... ... .. 896 821 650 {2) -4.6 Eri] 30 {2)
Importers' share (3):
Canada . ... .. ... .. e 1004 171 14.4 2) 43 7.0 =27 {2}
Allother sources .. .. ......... FR 03 g 0S5 R 0.3 0.5 -0.3 {2}
Totalimports . ... ... .. 104 17.9 15.0 {2} 46 4] -390 {2}
U.S. imports from:
Canada:
Quarkity . ..o 13 19 14 (4} 15.0 54.1 =254 (2
Value . .. e 55 86 85 {4 18.2 573 -24.9 P4
Unitvalug. . ... $4.37 £4.46 $4.49 2 28 20 07 2
Al other sourees:
Quantity . . ... o {5) 1 1 {4} 6.0 159.89 -40.0 {2)
Valug ., .. e 1 4 2 (4] 76.4 188.5 -35.1 {2}
Unibwvalue . ... ... oo $3.51 $3.91 $3.97 {2) 131 11.4 16 (2}
All sources:
Quanbity ... 13 20 15 4) 16.1 57.0 -26.1 2
Value . e 55 20 67 {4} 19.4 60.2 254 12}
Unitvala. .. ... $4.34 $4.43 $4.47 2) 29 20 08 2)
U.B. producers”.
Acreage planted (million acres) . . ............. .. 39 28 29 28 -26.1 -26.1 3] -35
Acreage harvested (million gcres) . ........... ... 38 28 27 27 -24.3 -21.9 -3.1 13
Produclion . ............. ... .. ... ... ... 110 a4 79 87 278 -236 54 10.0
Yield (bushelsfacre harvested) (3) ... ......... .. 30.7 300 29.4 {7) 341 -1.3 0.7 -0.6 47
Shipment quantity:
US. shipments . .............. .00t &5 42 47 45 -14.0 =230 1.7 258
Exportshipments .. .........................__ 5B 50 7 a5 -3 107 -25.0 56
Tatal shipments - . ... ..o oo 111 93 85 84 -23.6 -16.8 82 -1.5
Ending invenlory quantity . ... ... ............ ... 2% Pl 15 18 -48.1 292 -26.7 245
Inventorissftotal shipments {3) ... ..., .. 262 223 17.8 225 -84 -38 4.5 47
U.S. imports as percentage of LS. production {3):
U5 imports from Canadaf U.S. production . ... .. .4 23.0 1a.1 {2 B.7 1186 <49 {2}
U.S. imports from all other sources/ U, S. production . 0.3 11 07 {2} Q.4 0.8 0.4 2

[4}] June—hﬁéy. Exports are included in U.S. wnsumplian-.. _Exp;ort shipments are ot lypically. made by U.S. farmers.
{2} Nat applicabie.

{3) "Reported data” are in percent and "period changes™ ars in percentage points.

(4} Mot available.

{5 Less than 500,000 bushels.

(B Less than negative 0.05 percent.

{T) As reporiad by USDA,

Nate,—Because of rounding. figures may not add to tha totals shown. Unit values and shares are calcutated from the unrounded figures.

. Source: Compiled from USDA and Commerce data, using official Commerca statistics foc imports, and including export shipments in .5, apparent consumption.
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Table C-£4A

Hard red spring wheat: Altemative summary data ¢

kem

U_5. consumption quantity:
Amaunt ...l

Producers' share (3) ... ... ... ... ... ... ... ..

Importers’ share (3):

Allothersources . ........................ ...
Totatimports ... .. ......... ... ... ..

.S, imports from:
Canada:

Quantity ... ...
Valua. . ... e e
Unitvalue, ... ... ... ...

All other saurees:

Quantity ... ...
Malus ...
Unitwalue ... ...

All sources:
Quantity . . ......

Malue . .. . . e
Unitvalwe .. ........ ... ... ...

LS. producers’

Acreaga planted (millionacres) . .......... ...
Acreage horvested (million aeres) . ..., ..

Production . . ... ...

Yield {bushelsfzcre harvested) (3} ... ... ... ... ...

Shipment quantity:

W& shipments .. ............ ...
Exportshipments . . .......... ..o
Totalshipments ... ... ... .0 0 e
Ending inventory quantity . - ... ... ... .. ..
Inventoriestotal shipments €3) ... ... ... ..
LS. imports as percentage of U.S, production {
U.5. imports from Canadaf U8, production
U.S. impowts from all ather sources! U.S, productian |

ing the LS. {l

luding exports) market, marketing years 2000/2001 - 2003/2004 {1)

[Quamity:_n?_ill_iqn bushels, value=million dollars, unit values are per bushel, period changes=percent, axcept where notedl___

Reported data Period changes

20002001 - 200072001 - 20012002 -

200062001 2001/2002 200242003 2003/2004 2002/2003 200142002 20022003
559 514 441 21 211 80 -14.3
9.2 B0.6 95,6 {2} 54 -1.5 7o
88 10.4 34 {2) 5.4 18 70

4 4} (4} {2 (5) {5) (3)
B8 10.4 34 {2) 54 16 -f.0
49 54 15 {6} 69.4 81 718
175 210 E1 {331 550 128 -f0.8
$3.56 LR $4.06 {2} 14.1 a8 39
[vil} {7} 71 (8} 3449 4.0 2178
{8 8) €3] (&) 937 23.2 &F.3
52473 $21.78 §10.¥7 {2} 565 120 505
49 54 15 {8) 9.4 a1 718
175 210 €1 {6) £5.0 9.8 -70.8
§3.56 3¢ $4.07 12} 14.2 2.9 3.9
14.4 148 149 13.0 33 28 05
138 138 126 2.7 -7.Q 1.5 8.4
502 476 357 460 -29.4 -5.2 =251
L Fgn 345 232 {9) 2.7 -83.8 -24 £.4
282 244 171 208 -38.3 -13.5 -29.8
297 216 254 255 1.9 4.8 7.6
509 460 425 480 -16.5 26 -7 B
194 210 141 141 274 8.1 328
381 4585 331 30,7 -5.0 7.5 -12.5
o8 1.3 4.2 (2) 5.5 15 -7.0

4 4 4 {2} {5 {5} {5)

{1} Juna-May. Expon; are incluged in U.S. consumption. Export shipments are not typically mada"b-yﬂU.S. farmers.

{2} Not applicable.

{3) "Reportad data" are in parcent and “period changes” are in percenlage paints.

{4) Less than 0.05 percent.

(5} Less than 0.05 percantage paints.

(B) Not available.

(7} Less than 500,000 bushels.
{8} Less than $5GC.000.

(9) As reparted by USDA.

Mote.—Because of munding, figures may not add to the totals shown. Unit values and sharss zre calculated from thie unreunded figurss.

Source: Compited from USDA and Commerce data, using official Commerce statistics for imperis, and including export shipments in U.S. apparem consumption.

2002/2003 -
200342004

{2}
2}

{2
2
2

{2}
{2)
{2)

(2
2)
@

2
2
2

-12.4
Q.5
280
a5

19.3
0.4
BO
D2

-2.4
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Table C-7A

Hard red spring and hard red winter wheat: Alternative summary data concemning the U.S, (including exports) market, marketing years 20082001 - 200342004 (1)

{Quantity=million bushels, valus=millian doltars, unit values are psr bushel; period changes=percent, axcepl whers noted)

Reported data
Mem 20002001 200172002 20022003 200372004
U.5. consumptian quantity;
AMAUIT e 1,452 1,331 1.225 (2
Producers' share{3) . . ... ...... ... ... .. ....... 956 959 a8y {2
Importers' shars {3);
Canadz:
Hard red springwheat. . ... ... . ....... ... .. 3.4 4.0 12 {2)
Hard red winterwheat. ... . ... ... ........ ... (4} 01 A1 {2}
Total 34 4.1 1.3 {2}
AlOher SOUrCes ... @) @4 A&
Totalimports ... ... ... 34 41 13 {2}
U.S. imports from:
Canada thard red spring wheat};
Quantity .. ... ... o . 49 54 15 (=]
Value . ... 175 210 61 [{=]]
Unitwaloe . ... ... ... $3.56 $3.91 $4.06 4]
Canada {hard red winter wheat):
Quantity . ... ... {7} 1 1 (6}
Value ... ... 1 4 5 {6}
Unitwalue ... oo §2.51 $325 3375 2}
Canada {total):
Quantity . ... 50 55 16 1]
Value. ... ... ... 176 214 [=l5] (5}
Unitvalua. ... ... ... . $3.55 $3.90 $4.04 4]
All other sources:
Quantity ... 7} {7) @ {8
Value . {8 (3 (& (&)
Unitwalue . ... ... . $2473 F21.78 §10.77 2
All sources:
Quantity .. ... .. 50 55 16 [}
Value 176 4 86 {6}
Unitwalue . ... .o o $3.55 $3.00 $4.04 {2}
LS. producers”
Acroage planted {millonacres) . . .. ... ... ... .. 44 8 438 447 451
Acreage hervested (millenacres) . ... ... .. 37.2 347 323 384
Production. ... ... ... Lol 1,348 1,243 965 1.552
Yield (bushelsiacre harvested) (3) . . .......... . .. 62 358 259 40.4
Shipmenl guantity:
US shipments........._...... ...._........ 782 H 643 690
Exportshipmenls ... .......... .. ... . 820 65 565 715
Total shipments . ... ... ... .. ... ... 1,402 1,278 1,209 1,405
Ending inventory quantity . .. ........... ... ..., 505 572 329 477
Invertoriesftotal shipments (3). .. ............. .. 431 44.8 272 340
U5, imports as percentage of U.S. production {3
L&, imports from Canadaf .8, production . ..., , | 37 4.4 1.7 12)
LS. imports from af other sources! U.S. production . (4) {4 {4} {2)

20002001 -

200212003

156
21

22
0.1
21
)
241

£69.4
-65.0
14.1

176.1
3125
494

€70
£2.5
138

3449
937
-56.5

-B7.0
625
138

0.3
-13.3
284

£.3

-17.8

-B.&
-13.8
-45.6
-15.9

2.0
5

Pennd changes
2000/206H - 20012002 - 20022003 -
2001/2002  2002/2003  2003/2004
-84 -r.o {2y
07 28 2
06 -2.8 (2)
01 (5) 2
0.7 -28 (2]
5 5 (2}
07 2.8 {2}
9.1 -71.8 (2}
19.4 -70.8 2
9.9 39 2
164.7 27 {2}
2475 187 (2}
28.3 155 2}
106 102 {2}
21.3 691 {2)
2.7 37 {2)
400 217.8 @
23.2 57.3 (2
-12.0 -50.5 @
108 702 {2}
213 591 {2}
a7 a7 {2)
22 20 0.8
87 -7.a 18.2
T8 -22.3 BD.Aa
4 -5.9 1085
582 -85 7.2
8.9 .1 26.4
4.0 -5.3 16.2
-5.4 425 450
1.7 -17.8 6.5
07 -2 {2)
(5) {5 (2}

__(ﬁﬁdﬁé:m'ay. Exparts' are included in U.S, censumption, Export shipments are not typically mada by .3, farmars.

(2) Not applicable.

(3} "Reported data” are in percent and "period changes” are in percentage points.

{4} Less than 0.05 percent.

(&} Less than 0.05 percentage points.
{6} Mot available.

{7} Lass than 500,000 bushels.

{B) Less than $500,000.

Note --Because of rounding, figures may not add te the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from USDA and Commerce data, using afficial Commerce statistics for imports, and including export shipments in U.8. appareni consumgption.
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Table D-1

Durum, hard red spring, and hard red winter wheat: Supply and disappearance data, marketing
ears 2000/01, 2001/02, 2002/03, and projected 2003/04

Marketing year’

Source 2000/01 2001/02 2002/03° 2003/04°
Quantity (million bushels)
Beginning stocks:*
Durum wheat 50 45 33 28
Hard red spring wheat 218 210 230 145
Hard red winter wheat 458 411 363 189
Hard red spring and
hard red winter wheat 676 621 583 334
Total beginning stocks 726 666 626 362
Production:®
Durum wheat 110 84 79 87
Hard red spring wheat 502 476 357 460
Hard red winter wheat 846 767 609 1,093
Hard red spring and :
hard red winter wheat 1,348 1,243 966 1,553
Total production 1,458 1,327 1,045 1,640
Total supply:®
Durum wheat 185 163 142 145
Hard red spring wheat 779 750 610 645
Hard red winter wheat 1,304 1,179 980 1,290
Hard red spring and
hard red winter wheat 2,083 1,929 1,590 1,935
Total 2,268 2,092 1,732 2,080
Domestic use:’
Burum wheat 85 80 77 85
Hard red spring wheat 342 303 211 237
Hard red winter wheat 500 4687 479 491
Hard red spring and
hard red winter wheat 842 770 691 728
Total domestic use 927 850 768 813
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Table D-1--Continued

Durum, hard red spring, and hard red winter wheat: Supply and disappearance data, marketing
years 2000/01, 2001/02, 2002/03, and projected 2003/04

Marketing year®
Source 2000/01 2001/02 2002/03? 2003/04°
Quantity (million bushels)
Exports:®
Durum wheat 56 50 37 35
Hard red spring wheat 227 218 254 255
Hard red winter wheat 393 349 311 450
Hard red spring and
hard red winter wheat 620 heh 565 715
Total exports 676 615 603 750
Total disappearance:®
Durum wheat 140 130 115 120
Hard red spring wheat 569 520 465 492
Hard red winter wheat 893 815 791 951
Hard red spring and
hard red winter wheat 1,462 1,335 1,256 1,443
Total 1,602 1,465 1,371 1,563
Ending stocks:*
Durum wheat 45 33 28 25
Hard red spring wheat 210 230 145 153
Hard red winter wheat 411 363 189 339
Hard red spring and
hard red winter wheat 621 593 334 492
Total ending stocks 666 626 362 517
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Table D-1--Continued
Durum, hard red spring, and hard red winter wheat: Supply and disappearance data, marketing
years 2000/01, 2001/02, 2002/03, and projected 2003/04

! The U.S. marketing year begins June 1 and ends May 31.

2 ? Marketing year 2002/03 data are estimates.

Marketmg year 2003/04 data are projections.

* Inventory data coflected as of June 1 are used for both beginning and ending inventory data. Separate on-
farms and off-farms inventory data are available for durum and all wheat, but are not available for hard red spring
and hard red winter wheat (see table D-2). Off-farms inventory data include stocks held at mills, elevators,
warehouses, terminals, and processors. Imports are included in inventory data to the extent that inventories of
imported product are held in off-farms facilities. Inventory data do not include quantities in transit, quantities of
flour and wheat products, or quantities of all captive wheat.

5 Production data are collected at the farmers’ level of trade. These figures include estimates of feed and seed
wheat that does not leave the farm.

% Total supply equals the sum of beginning inventory, production, and imports. These figures are slightly
overstated because inventory data includa imports and imports include quantities of flour and products in wheat
equwalent

7 Domestic use equals total supply minus ending inventory and exports, The USDA dees not survey the
industry to collect these data. Because domestic use figures are derived from iotal supply, they include quantities
of imports.

8 Exports include flour and products in wheat equivalent.
® Total disappearance equals the sum of domestic use and exports.

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official USDA (USDA, ERS, Wheat Situation and Qutfook Yearbook, March 26, 2003,

app. table 11 for marketing years 2000/01 and 2001;’02 USDA, ERS, Wheat Outlook, August 14, 2003, table 2 for
marketing years 2002/03 and 2003/04.
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Table D-2

Durum and all wheat: Inventory,' by positions, marketing years 2000/01, 2001/02, and 2002/03

Marketing year?
Source 2000/01 2001/02 2002/03
Quantity (thousand bushels)

Stocks on farms:

Durum wheat 29,100 20,600 15,100

All wheat 197,270 216,830 132,110
Stocks off farms:

Durum wheat 16,073 12,390 12,808

All wheat 678,912 560,282 359,611
Total stocks:

Durum wheat 45,173 32,980 27,908

All wheat 876,182 777,112 44,721

Note.—Because of rounding, figures may not add to the fotals shown.

Source: Compiled from official statistics of the 1.S. Depantment of Agriculture.

! Inventory data collected as of June 1 are used for both beginning and ending inventery data. Separate on-
farms and off-farms inventory data are available for durum and all wheat, but are not available for hard red spring
and hard red winter wheat., Off-farms inventory data include stocks held at mills, elevators, warehouses,
terminals, and processors. Imports are included in inventory data to the extent that inventories of imported
product are held in off-farms facilities. inventory data do not include quantities in transit, quantities of flour and
wheat products, or quantities of all captive wheat. Projections for marketing year 2003/04 are not available.

% The U.S. marketing year begins June 1 and ends May 31. .
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STATISTICAL PRICE COMPARISON

This appendix presents a statistical approach for analyzing the pricing data and presents critiques
of the petitioners” and the CWB’s econometric models that address the influence of Canadian imports on
U.S. prices.

Introduction

The statistical approach incorporates the effects of the attributes {dockage, protein content,
vitreous kernel content, and test weight) on prices. After incorporating these effects, means of the prices
of imported Canadian products are compared with those of the similar domestic products. The data are
the delivered, as opposed to the contract, purchaser data, which consisted of the three largest sales of
each firm, as described in Part V of this report. There were 36 months of data, and an additional variable
called date was created that ranged from I to 36 to correspond to each month of data.

In response to parties’ comments, all prices were put on a Minneapolis basis to make them more
comparable. This was done, where possible, by selecting plants in or near Minneapolis, subtracting
transportation costs when the reported costs were between Minneapolis and a particular plant’s location,
or adjusting prices as explained in Part V, footnote 13, in the case of ***. Also, companies enter the
model as a fixed effect instead of a random effect. Because conditions may change from month to
month, possibly causing prices to change, month-specific intercepts are treated as random. The goal is to
make inferences over the entire 36-month period.

This statistical analysis, as explained below, indicates that, at the 95-percent confidence level,
mean prices of Canadian No. 1 western amber durum and No. 2 western amber durum were higher than
the mean prices of the similar U.S. products. The mean price of U.5. No. 1 western red spring wheat was
not significantly different from the mean price of the similar Canadian product, but the mean price of the
U.S. No. 2 hard red spring wheat was slightly less than the mean price of Canadian No. 2 western red
spring wheat.

Although various companies presented data for each product, many companies only presented
partial time series of data for the products in question. Companies presented data for some products but
not others. There are more data for U.S. wheat than for Canadian wheat. This results in unequal
numbers of observations in the product-country-date combinations, which is referred to as unbalanced
data.

Analysis of variance is a common approach for making inferences about whether means from
different classifications are distinct. The analysis of covariance, which was the approach taken in the
preliminary phase of the investigations, is the natural extension of this method when attributes or
covariates affect the response variable.! In this analysis, the product (whether the wheat is from Canada
or the United States), the company effect, and the attributes are modeled as fixed effects in a manner
similar to that in the preliminary phase of the investigations. Unlike the methodology used in the
preliminary phase of the investigations, the date (month) is modeled as a random intercept.?

The mixed procedure in the SAS system was used for this analysis, and residual maximum
likelihood (REML) was the estimation method in each case. The mixed procedure was developed to

! Durum and Hard Red Spring Wheat from Canada, invs. Nos. 701-TA-430A and 430B and 731-TA-1019A and
LO19B (Preliminary}, Pub. 3563, December 2002, app. D.

? Charles E. McCulloch and Shayle R. Searle, Generalized, Linear, and Mixed Models, 2001. Chapters 1, 6, 7,
and 9 discuss mixed models.

E-3



handle models with both fixed and random effects, including random intercepts.” Tt also handles
unbalanced data, although estimation with unbalanced data is more inexact. Tests of the mean of the
Canadian product minus the mean of the U.S. product were performed. 95-percent confidence intervals
of this difference were computed: an all positive confidence interval indicates that the mean price of the
Canadian product is likely to be higher; a confidence interval that includes 0 indicates that statistically
neither the mean U.S. price nor the mean Canadian price is higher, and an all negative confidence
interval indicates that the mean price of the U.S. product is likely to be higher. The means of the
Canadian and U.S. products are estimates that reflect levels of the attributes and the company effect and
thus depend upon multiple parameters. To take these multiple parameters into account, the confidence
limits and p-values of the differences of the means are based on the values of a simulated multivariate t
distribution.

Durum

Product 3 (Canadian No. | western amber durum) was compared to product 7 (U.S. No. 1 hard
amber duorum). The data were from *** and contained 191 usable observations. Variance of the date
random intercept was 306.84, and the variance of the residuals was 133.26. The standard deviation of the
variation of the monthly intercepts is 17.52, and the correlation of the prices reported in the same month
was estimated at 0.697. Tests of the fixed effects are shown in the following box (where DF denotes
degrees of freedom). The product and company effect were significant, but vitreous (kernel content) was
the only attribute that was significant. The protein level had the expected positive sign, but was not
significant but it was retained because it improved the overall fit of the model as judged by the Akaike
information criterion. Test weight and dockage were highly insignificant and dropped because they did
not tmprove the fit of the model.

Fixed Effect Estimate | Numerator DF | Denominator DF | F-value | Probability > F
Product - 1 166 29.70 <.0001
Company - 1 159 13.21 0.0004
Vitreous 1.2006 1 161 38.12 <. 001
Protein 1.2461 1 158 0.58 0.4477

Note.-DF denotes degrees of freedom. The Satterthwaite formula, which is data dependent and involves the within-
group variance estimates, was used to compute the degrees of freedom.

The estimated mean of Canadian product 3 was approximately $194.61 per metric ton, and the
estimated mean of U.S. product 7 was approximately $179.53 per metric ton. Results of the differences
of the means test are shown in the box below. The 95-percent confidence interval is all positive, which
indicates that the mean price of the Canadian No. 1 western amber durum was likely greater than the
mean price of U.S. No. 1 hard amber durum.

3 Peter H. Westfall et al., Multiple Comparisons and Multiple Tests Using the SAS System, 1999, ch. 10.
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Mean of product 3 minus mean of product 7 15.076
Degrees of freedom 166
1-value 5.45
Probabitity = t-value < 0.0001
Lower and upper limits of 95 percent confidence interval 9.6077, 20.5445

Product 4 (Canadian No. 2 western amber duorum) was compared to product 8 (U.S. No. 2 hard
amber durum). The data, which were from *¥*_ contained 200 usable observations. The variance of the
date random intercept was 18.56, and the variance of the residuals was 129.58. The standard deviation of
the variation of the monthly random intercepts was 18.56, and the correlation of prices within each
month was estimated at 0.727. Tests of the fixed effects are shown in the following box. The product
effect, the company effect, dockage, and weight are significant. Weight has the expected sign, although
dockage does not. Surprisingly the effects of vitreous kernel content were not as strong in the No. 2
durum product. The protein content had the expected sign but was not significant.

Fixed Effect Estimate | Numerator DF | Denominator DF | F-value | Probability > F
Product - 1 i70 10.1 0.0012
Company - 1 167 6.99 0.0090
Vitreous 0.1511 1 163 1.46 0.2293
Protein 3.354 1 170 2.29 0.1319
Dockage 7.622 1 170 6.03 0.0151
Weight 3.544 1 164 8.01 0.0052

Note —DF denotes degrees of freedom. The Satterthwaite formula, which is data dependent and involves the within-
group variance estimates, was used to compute the degrees of freedom,

The estimated mean of Canadian product 4 was approximately $180.87 per metric ton, and the
estimated mean of U.S. product 8 was approximately $167.27 per metric ton. Results of the differences
of the means test are shown in the box below. The 95-percent confidence interval is all positive, which
indicates that the mean price of the Canadian No. 2 western amber durum was likely greater than the
mean price of U.S. No. 2 hard amber durum.

Mean of product 4 minus mean of product 8 13.601
Degrees of freedom 170
t-value 3.30
Probability > {-value 0.0012
Lower and upper limits of 95 percent confidence interval 5.4759, 21.7261




Hard Red Spring Wheat

The vitreous kernel content variable for all hard red spring wheat data was either blank or exactly
the same number for all observations; therefore this variable was not used because it clearly did not vary
in any meaningful way with the response variable, price.

Product 1 (Canadian No. 1 western red spring wheat) was compared to product 5 (U.S. No. 1.
hard red spring wheat}. The adjusted data contained 219 usable observations. Data from *** were used.
The variance of the date random intercept was 381.54, and the residual variance was 22.909. The
standard deviation of the variation in the monthly intercepts was 19.53, and the correlation of the
different prices reported in the same month was estimated at (.943, which is higher than in the durum
products. Tests of the fixed effects are shown below. Protein was significant and had the expected
positive sign. Dockage and (test) weight were insignificant statistically, but were retained because they
improved the goodness of fit as judged by the Akaike information criterion. Dockage had the expected
negative sign, but weight was also negative contrary to expectations.

Fixed Effect Estimate | Numerator DF Denominator DF F-value | Prebability >F
Product - 1 176 0.03 0.8734
Company - 4 176 34.33 <0001
Protein 2.7666 1 176 17.30 <.0001
Dockage -0.7170 1 176 1.02 0.3140
Weight -0.2186 1 176 0.51 0.4779

Note —DF denotes degrees of freedom. The Satterthwaite formula, which is data dependent and involves the within-
group variance estimates, was used to compute the degrees of freedom.

The estimated mean of Canadian product 1 was approximately $146.35 per metric ton, and the
estimated mean of U.S. product 5 was approximately $146.07. Results of the differences of the means
test are shown in the box below. The 95-percent confidence interval includes zero, which indicates that
there is no statistical difference in the mean price of the Canadian No. 1 western red spring wheat and-the
mean price of U.8. No. 1 hard red spring wheat.

Mean of product 1 minus mean of product 5 0.2862
Degrees of freedom 176
t-value : 0.186
Probability > t-value 0.8734
Lower and upper limits of 95 percent confidence interval -3.269, 3.842

Product 2 (Canadian No. 2 western red spring wheat) was compared to product 6 (11.S. No. 2
hard red spring wheat). The data contained 188 usable observations. The variance of the date random
_intercept was 300.53, and the variance of residuals was 37.41. The standard deviation of the variation

E-6



about the monthly intercepts was 18.99, and the correlation of prices within each month was estimated at
0.906, which is higher than in the durum products but less than No. | hard red spring wheat. Tests of the
fixed effects are shown below. Product, the company effect, and protein content were significant, and
protein had the expected positive sign. Dockage and (test) weight were not significant statistically but
were retained because they improved the goodness of fit as judged by the Akaike information criterion,
although dockage did not have the expected negative sign.

Fixed Effect Estimate | Numerator DF Denominator DF F-value | Probability > F
Product . 1 149 6.17 0.0141
Company - 3 149 6.98 0.0002
Protein 6.7669 1 151 43.56 <.0001
Dockage 0.8545 1 149 0.25 0.6155
Weight 0.2415 1 150 0.11 0.7383

Note.—DF denotes degrees of freedom. The Satterthwaite formula, which is data dependent and involves the within-
group variance estimates, was used to compute the degrees of freedom.

The estimated mean of Canadian product 2 was approximately $146.90 per metric ton, and the
estimated mean of U.S. product 6 was approximately $141.50 per metric ton. Results of the differences
of the means test are shown in the box below. The 95-percent confidence interval is all positive
(although just barely), which indicates that the mean price of U.S. No. 2 western red spring wheat is
statistically less than the mean price Canadian No. 2 hard red spring wheat.

Mean of product 2 minus mean of product 6 5.4022
Degrees of freedom 148
t-value 2.48
Probability > t-value 0.0143
Lower and upper limits of 95 percent confidence interval 1.0996, 9.7047

CRITIQUES OF SUBMITTED ECONOMETRIC MODELS
Petitioners’ Model on the Effects of Canadian Imports on U.S, Prices

Petitioners presented a model stating that price at U.S. elevator i at time t is a linear function of a
categorical variable to identify the elevator, projected ending stocks at time t, the U.S.-Canadian
exchange rate, and U.S. imports into neighboring U.S. customs regions. Staff note that this reduced-
form equation does not appear to originate from a coherent economic model and is likely mis-specified as

* Petitioners’ prehearing brief, exh. 37,



key supply and demand variables are not included in the model, such as a domestic quantity variable, cost
variables, etc. Omission of the key exogenous variables affects the estimates of the included variables
and makes the model unreliable. While stocks may be an important variable for a storable commodity as
stated in the petitioners’ posthearing brief,” where local prices are concerned, local production is likely a
greater effect. Longitudinal data is used that varies both by place and time. Although attempts have been
made to address the spatial issues,® time-series issues have not been addressed. On a broader level, the
mode] seems to posit the existence of a local market, which could suggest regional effects. Other
evidence suggests however that there is a national, if not international market, and prices differ only by
transportation costs at different points.

The CWB’s Model on the Effects of Imports on the U.S. Wheat Price

The CWB presented a vector autoregression (VAR) model that purported (1) that U.S. imports of
Canadian hard red spring wheat do not suppress the U.S. farm price of wheat, and (2) that “global”
shocks in prices of wheat not traded in the U.S. market do influence price.” Because of potential mis-
specification and problems with the VAR model and problems with the cointegration tests for the
quantity-extended cointegration model of respondent’s posthearing brief, the results of both models are
of questionable validity.

First, the CWB VAR model is likely mis-specified because the model equations, particularly the
U.S. price equation, exclude the very important U.S. market quantity variables required for adequate
specification, and may render invalid price response estimates. The CWB’s posthearing brief states that
Babula, Jabara, and Reeder (BJR)® pioneered the application of VAR models in wheat market issues.
The BJR article summarized the Commission’s 1994 VAR model analysis in the section-22 case dealing
with U.S. imports of primarily Canadian wheat.® As a result, the Commission analysis was lodged in the
agricultural economics literature with full benefit of peer review, and established that when using a VAR
to discern the degree (or lack) of import-induced suppression of U.S. farm wheat price, one should
include U.S. market quantities in the VAR. One of the CWB’s primary goals was the same as the
literature-established Commission analysis: to estimate import-induced suppression of U.S. farm wheat
price. To have eliminated U.S. market wheat quantities in a VAR with this goal not only opposes basic
economic theory for both reduced form and structural models, but also disregards established literature
and past Commission work, and likely renders each of the CWB VAR model’s relationships mis-
specified, especially the U.S. farm wheat price (hard red spring) whose import-induced responses the
CWB attempted to estimate.

Second, the CWB’s VAR model may not be adequately specified because the variables are
modeled in first differences. The CWB’s consultants chose to model the variables in first differences
because of alleged evidence that the VAR variables were nonstationary.’® It is well-known that modeling

3 Petitioners” posthearing brief, app. 2, p. 17.
% Petitioners’ posthearing brief, app. 2, exh. 1.
7 CWB’s prehearing brief, exh. 24, and posthearing brief, exh. A16.

8 R.A. Babula, C. Jabara, and John Reeder, “Role of Empirical Evidence in U.S./Canadian dispute on U.S.
Imports of Wheat, Wheat Flour, and Semolina,” Agribusiness: An International Journal (1996), vol. 12(2), pp. 183-
199. See CWB'’s, posthearing brief, p. 129.

® Wheat, Wheat Flour, and Semolina, inv. No. 22-54, USITC Pub. 2794, July, 1994, ch. Il and app. N.
19 See CWB''s prehearing brief, exh. 24, and posthearing brief, exh. A16.
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a vector series as a VAR in first differences is mis-specified when the data are stationary.!! However, the
conclusion that these data are non-stationary is questionable for four reasons.

1. The CWB consultants did not justify the use of an augmented Dickey Fuller Ti test (with
lagged dependent variable values) over the non-augmented form of the same test and did not
justify the choice of the four-lag structure for the chosen augmented form of the Dickey Fuller
T test. It is well-known that results are often dependent on the choice of the test form
(augmented or non-augmented) and on the choice of the lag structure for the augmented form of
the test. The CWB consultants chose a structure of four lags for the tests on the VAR variables
and did not explain this lag structure.”” Often, one uses lag-selection criterion such as the Akaike
Information Criterion or the Schwarz Criterion"” (among other alternatives) in order to use
statistical evidence to choose an appropriate lag structure. Without justification of how the four-
lag structure was chosen, the lag structure could be construed as arbitrarily chosen, and the
stationarity test results may be questionable.

2. The tests appear to be done differently or inconsistently on the same data. For example,
consider the U.S. hard red spring wheat price, the FARMS variable: FARMS was tested for
stationarity with an augmented Dickey-Fuller test using four lags of the dependent variable for
the CWB’s VAR model, and inexplicably with only two lags of the dependent variable for the
CWB’s cointegration model.'* These tests are variable-specific and should be consistently
carried out across models.

3. The choices of the Dickey-Fuller tests (augmented or non-augmented) and of the lag structure
of the augmented T test must be justified for each endogenous time series included in the VAR
model. This is because Dickey-Fuller test results can vary depending on the test form
(augmented vs. non-augmented) and depending on the chosen lag structure. It appears the CWB
consultants chose a Dickey-Fuller T test with four lags of the dependent variable values for all
of the VAR’s endogenous time series without providing a justification for this uniform choice.
The variables, which include imports of hard red spring wheat, U.S. hard red spring price, and
various prices of different wheat types not traded in the U.S. market but sourced from very
different countries, differ widely. There is no reason to impose, a priori, a four-lag structure on
an augmented Dickey- Fuller T for every one of these differing endogenous VAR variables;
rather, the choice of test form (augmented, non-augmented) and the formulation of lag structures

' R. Engle and C.W_.I. Granger, “Co-Integration and Error Correction: Representation, Estimation, and Testing,”
Econometrica (1987, vol. 55(2), p. 259.

2 The CWB’s consultants did not report the reasons for selecting the four-lag structure in their September 22,
2003 posthearing submission “CRA Unit Root Tests on the Time Series for the VAR Model in Levels — A Note on
Technical Details.”

12 For Akaike Information Criterion, see H. Akaike, “Information and the Extension of the Maximum Likelihood
Principle,” Second International Symposium on Information Theory, B. Petrov and F. Czaki, eds. Budapest (1973);
for Schwarz criterion, see G. Schwarz, “Estimating the Dimension of a Model,” Arnals of Statistics (1978) vol. 6,
pp- 461-464; and for programming of both criteria, see T. Doan. RATS User’s Manual, Version 4 (Evanston, EL:
Estima, 1996), ch. 5, p. I8,

¥ For the augmented Dickey-Fuller Tl test with four lags of the dependent variable on the FARMS price
variable, see CWB's posthearing brief, and posthearing submission “CRA Unit Root Tests on the Time Series for the
VAR Model in Levels — A Note on Technical Details.” For the augmented Dickey-Fuller T test with two lags of
the dependent variable on the FARMS price variable, see CWB’s posthearing brief, p. 113.

E-9



should be independently determined for each series test. As a result, the stationarity test results
are of guestionable validity.

4. The CWB consultants’ stationarity test results on some of the VAR data seem questionable
because they are at odds with closely related past Commission work and recent literature. While
the literature cited by the CWDB consultants indeed found some foreign wheat price data to be
nonstationary, closely related Commission work and recent literature have found opposing
results of stationarity for some U.S. data, and the CWB consultants do not discuss these opposing
results. While the CWB consultants found evidence that the U.S. hard red spring wheat farm
price (FARMS) is nonstationary, the Commission, as well as Babula, Jabara, and Reeder, found
that the U.S. famm price of wheat is likely to be stationary, while some more recent VAR research
on quarterly durum-related U.S. wheat markets has found U.S. durum price to be stationary.'”
Although this Commission work and recent literature did not test the exact same price series as
the CWB consultants, certainly these literature-tested prices are closely related. The literature
and the Commission’s repeated findings of stationary U.S. wheat prices renders the CWB
consultants’ results on the nonstationarity of the FARMS variable questionable. Also, the CWB
consultants note that their results of nonstationarity differ somewhat from the petitioners” results
because of a five or six month difference in a monthly sample spanning close to 13 years.'®
Clearly, well-done stationarity tests results of both parties should not be generating such different
results with such a slight variation in sample size. (At this point, and with the information
submitted, it is not possible to discern which party’s results are invalid.)

Third, the CWB’s results that the VAR model data, which included foreign prices of EU,
Argentine, and Australian wheat, are not cointegrated seems to oppose the results of some very recent
and important literature that uncovered evidence of cointegrating relationships among vectors of modeled
variables which included EU, Australian, and Argentine wheat prices. Bessler, Yang, and
Wongcharupan'” and Mohanty, Meyers, and Smith,'® found cointegrating relationships among various
national wheat prices, including prices of EU, Argentine, and Australian wheat. If the CWB VAR data
are indeed non-stationary, but cointegrated, as implied by important recent research, then the CWB VAR
in first differences is likely mis-specified because the model excludes crucial levels information that
embodies long-run theoretical components needed for adequate specification.’” At the very least, the

15 R.A. Babula, C. Jabara, and John Reeder, “Role of Empirical Evidence in U.S./Canadian Dispute on T.S.
Imports of Wheat, Wheat Flour, and Semolina,” Agribusiness: An International Journal (1596), vol. 12( 2), pp.
183-199; Whear, Wheat Flonr, and Semoling, inv. No. 22-54, USITC pub. No. 2794, July, 1994, ch. I and app. N;
and R. A. Babula and K. Rich, “A Time-Series Analysis of the U.S. Durum Wheat and Pasta Markets,” Journal of
Food Distribution Research (July, 2001) vol. 32( 2), pp. 1-19. See CWB posthearing brief, p. 129.

16 The CWB consultants did not report reasons for choice of the four-lag structure in their September 22, 2003
posthearing submission “CRA Unit Root Tests on the Time Series for the VAR Model in Levels — A Note on
Technical Details.” '

" D. Bessler, J. Yang, and M. Wongcharupan, “Price Dynamics in the International Wheat Market: Modeling
with Error Correction and Directed Acyclic Graphs,” Journal of Regional Science (2002) vol. 42, No. 2, pp. 793-
825.

¥ 5. Mohanty, W. Meyers, and D. Smith, “A Reexamination of Price Dynamics in the International Wheat
Market,” Canadian Journal of Agricultural Economics (1997) vol. 47, No. 1, pp. 21-29.

1 R. Engle and C.W.J. Granger, “Co-Integration and Error Correction: Representation, Estimation, and Testing,”
Econometrica (1987}, vol. 53, No. 2, pp. 251-276.
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CWB need to explain the reason that no cointegration was found between their Argentine, EU, and
Australian wheat prices, while recent research on such prices did find cointegration among similar prices.

The fourth point concerns a separate issue: item 4 of the CWB’s posthearing brief extending the
VAR model into a cointegration model with the inclusion of some of the Commission-requested U.S.
wheat market quantity variables. The CWB test evidence suggested that two of the variables were
stationary (exports, domestic use), while the other 5-6 variables were treated as nonstationary.”® The
CWB’s consultants decided to test for cointegration, and having found evidence of one single
cointegrating relation, they appeared to have built a vector error correction or cointegration model. The
Commission staff questions the appropriateness of these cointegration tests because of an apparent
problem with the application of Johansen and Juselius’? cointegration test methods to vectors of “mixed
variables.” where some are stationary and some non-stationary. It is well known that each stationary
variable should register as a single cointegrating relationship, as summarized by Babula, Ruppel, and
Bessler.”® If done correctly, then these tests should have registered at least two cointegrating vectors, one
for each of the two stationary variables, even for the case where there was an absence of cointegration
among the non-stationary variables. But as reported, only one cointegrating vector was uncovered,
leading the Commission staff to question whether the tests were done erroneously, whether the
conclusions of one cointegrating vector was valid, and whether the ensuing cointegration or vector
modeling analysis was valid.

0 CWB’s posthearing brief, exh. A16.

*! S. Johansen and K. Juselius, “Maximum Likelihood and Inferences on Cointegration: With Applications to the
Demand for Money,” Oxford Bulletin of Economics and Statistics (1990) vol. 52, pp. 169-210; S. Johansen and K.
Juselius, “Testing Structural Hypotheses in Multivariate Cointegration Analysis of the PPP and UIP for the U.X.”
Journal of Econometrics (1992), vol. 53, pp. 211-244.

*2R. Babula, F. Ruppel, and D. Bessler, “U.S. Corn Exports: The Role of the Exchange Rate,” Agriculmural
Economics (1993) vol. 13, p. 79,
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PROGRAM DATA ON PER-ACRE RETURN, BY PRODUCT
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Crop Enterprise Analysis, 1999
Northwestern Farm Buginess Management Averages
Northland Community and Technical College
{Farms sorted by Return to Overhead)

SFRING WHEAT ON OWNED LAND

Average Of Average 0f  Average Of

A3l Farms Low 20% High Z20%
Mumber of fields 113 16 22
Number of farms ) 20 i6 1&
Acres 114,74 115.83 72.11
Yield per acre (bushel) 28.1¢ 21.47 42.35
Operators share of yield % 1¢0.40 100.00 100.00
Value per bushel 2.94 2.72 3.00
Total product yeturn per acre 82.83 - 58.49 128,54
Miscellaneouws income per acre 37.82 14.62 39.95
Gross return per acre 120.65 73.11 168.39
Direct expenses per acre :
Sead 10.09 5.50 9.64
Fertilizer 23 .46 24.92 21.38
Crop chemicals 13.77 10.01 9.50
Crop insurance 4.43 3.85 4.47
Drying fuel 0.46 1.07 .34
Fual & oil &6.35 7.05 5.50
Repairs 11.66 12.33 11.6%
Custom hire 1.47 2.96 0.88
Hired labor 0.47 0.13 .88
Machinery & bldg leases 2.04 0.¢0 Q.00
Marketing 0.31 1.04 .24
Cperating interest 3.97 2.33 3.00
Migcellaneous 0.1l 0.13 0.18
Tokal direct expsnses per acre TE .64 75.76 87.71
Return over direct expenses per acre 44 .02 ~2.66 100.88
Overhead expenses per acre
Custom hire 0.32 0.26 .46
Hired labor 3.94 4.76 2.30
Machinery &% bkldg leases 1.9% 1.25 2.768
RE & pers. property taxes . 6.25 5.37 6.592
Farm insurance ) 2.03 3.23 T2.02
Utilities 1.93 2.38 1.33
Dues & professicnal fees 1.23 1.08 1.39
Interest 18.04 13.33 27.23
Mach & bldg depreciation 10.54 5.05 8.58
Miscellansous 1.8% 1.29 2.03
Total overhead expenses per acre 48 .69 40,59 54.92
Total listed expenses per acre 125.33 116.75 122.64
WNet return per acra -4.867 -43 .85 45.96
Total direct expense per bushel a2.72 3.52 1.58
Total listed expense per bushel 4.45 5.44 2,36
Net return per bushel -0.17 -2.03 1.07
Breakeven yield per acre 29.75 37.49 2760
Est. lakor hours per acre 2.10 2.58 ) 1.67
Net return including govt. payments 23.28 ~19.05 73,65
Lbr & mgt charge per acre 15.19 15.10 14.47

Net return over lbr & mgt £.909 -34.15 53.1a
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Crop Enterprize Analysis, 19%9
Horthwestern Farm Business Managemsnbt Averages
Northland Community and Technical College
{Farms sorted by Return to Overhead)

SPRING WHEAT ON CASH RENTED LAND

Average Of Average Of 'Avefage of

411 Farms Low 20% High 20%
Mumber of fields 157 a2 26
Mumber of farms 93 19 19
Acres 253.17 188.83 245.01
Yield per acre (bushel) 28.57 22.98 31.28
Operators share of yield % 1G0.00 100.00 100.00
Value per bushel 2.94 2.87 2.98
Total produdt return per acre 33.06 B3.79 83 .04
Miscellaneous income per acra ’ 43 .01 14.54 74.89
Gross return per 4acre 126.98 80.33 167.92
Direct expenses per acre
Zeed 5.89 9,62 B.45
Fertilizer 23.23 2L.70 21.54
Crop chemicals 16.26 16.96 12.52
Crop insurance §.12 4.25 ' 5.80
Drying fuesl 0.a7 1l.658 .45
Fuel & oil 5,98 6.49 7.10
Repairs 11.42 12.29 11.97
Custom hire 3.3z 1.57 2.04
Hired labaor 0.17 0.18 .61
Land rent i5.70 36.86 36.32
Machinery &k bldg leases 4.16 0.72 0.10
Marketing . 0.34 0.94 0.681
Operating interest 3.26 i.82 3.05
Miscellaneous 0.17 .03 0.33
Total direct expenses per acre 116.88 117.10 110.7¢
Return over direct expenses Der acre 14.09 -36.78 57.22
Overhead expenses per acre
Custom hire 0.54 0.42 1.44
Hired labor 4.30 3.61 5.43
Machinery & bldg leases : 3.17 0.80 2.87
Farm insurance 1.85 2.25% 2.16
Utilities 1.52 1.84 1.48
Dues & professional feas 0.23 1.99 1.18
Interest j.oa 2.26 4.50
Mach & bldg depreciation 5.94 6.12 8.05
Miscellaneous 1.60 1.18 1.50
Total overhead expenses per acre 23.88 20.44 28.41
Total listed expenses per acre 140.77 137.55 139.11
Net return per acre -13.79 -57.22 28.82
Total direct expense per bushel 4.09 5.10 3.54
Total listed expense per bushel 4.93 5.9 4.45
Net return per bushel -(.48 -2.49 .92
Breakeven yield per acre 33.26 42,33 21.58
Est. labor hours psr acre 1.60C 21.84 1.89
Net return including govt. paymsncs 16.47 -25.77 53.16
Lbr & mgt charge per acre 11.8¢ 11.49 13.14

Net return over lbr & mét 4.61 -37.26 46.02
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Crop Enterprise Analysis
Northwestern Farm Business Management Averages
Northiand Community and Technical College
(Farms Sorted By Raturn fo Overhead)

Wheat, Spring on Owned Land QOO D

Avg. Of

P All Farms Low 20% igh 20%
Number of fields 101 16 28
Number of farms 83 16 17
Acras 192.62 91.16 23196
Yield per acre (bushel) 53.39 38.84 59.68
Operators share of yieid % 100.00 100.00 188.00
Vaiue per bushei 3.51 3.10 3.68
Total product return per acre 187.65 120.69 21987
Miscellanecus income per acre 2.41 2.25 0.71
Gross return per acre 160.06 T 12285 22037
Direct Expenses '
Seed 893 9.55 8.22
Fertilizer 24.21 19.37 25.78
Crop chemicals 19.69 15.16 - 18.94
Crop insurance 7.83 7.82 B.668 -
Drying fuel 0.72 0.31 0.97
Fuel & ail 9.18 10.87 7.90
Repairs ' 12.54 18.23 11.59
Custem hire 4.90 5.35 475
Operafing interest 3.27 4.75 1.99
Miscellaneous 0.50 0.54 0.21
Total direct expenses per acre 91.57 , 91.96 90.03
Return over direct exp per acre 98.49 30.88 130.34
QOverhead Expenses
Custom hire 2.06 0.74 3.17
Hired labor 3.69 1.70 2.35
Machinery & hidg leases 1.65 1.63 1,15
RE & pers. property taxes 421 424 3.44
Farm insurance 213 2.99 2.26
Utilities 2.00 322 1.86
Dues & professional fees 0.87 1.08 0.81
Interest ' 17.18 18.31 15.86
Mach & bldg depreciation 9.35 11.19 11.58
Miscellaneous 1.93 1.68 2.18
Total overhead expenses per acre - 4818 46.74 44 68
Total dir & ovhd expenses per acre 136.75 138.70 134.71
Net retum per acre 5331 -15.78 .85.66
Lbr & mgt charge per acre 14.96 _ 20.27 12.88
Net return over lbr & mgt 38.35 ) -36.02 _ _ 72.78
Gevernment payments 27.97 22.83 29.82
Net return with govt payments 66,32 -13.39 102.81
Cost of Production
Total direct expense per bushel 1.72 236 1.51
Total dir & ovhd exp per bushel 2.56 2.56 2.26
With [abor & management Z2.84 4.08 2.47
Total exp less govt & oth income 2.27 _ 3.44 1,86
Est. labor hours per acre 1.81 2.1 1.70

" 2000 Annual Report Northland Community and Technical College
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Crop Enterprise Analysis
Northwestern Farm Business Management Averages
Northiand Community and Technical College
(Farms Sorted By Refurn to Overhead)

Wheat, Spring on Cash Rent 4 5pnid

Avg. OF
P _All Farms o Low 20%
Number of fields : 155 22
Number of farms 86 i7
Acres 274.36 213.58
Yield per acre {bushs!} 50.36 41.94
QOperators share of yield % 100.00 100.00
Value per bushel 3.57 318
Total product return per acre 179.63 132.39
Miscellanecus income per acre 3.48 2.20
(Gross return per acre _ 183.11 134.60
Dlrect Expenses
Seed _ 947 9.37
Fertilizer 22.70 24.71
Crop chemicais 22.72 15.39
Crop insurance 8.12 860
Drving fuel ‘ (.58 0.22
Fuel & oil 8.21 8.65
Repairs 11.42 12.90
Custom hire 3.54 2.07
Hired labor 0.14 0.97
Land rent 36.78 3771
Operating interest .68 2.685
Miscellaneous 0.42 0.58
Total direct expenses per acre 127.77 124.82
Return over direct exp per acre 55.34 g.78
Overhead Expenses
Custom hire 1.15 0.81
Hired labor . 4.50 1.80
Machinery & bidg leases 3.78 1.56
Farm insurance 207 1.72
Utiiities 1.38 1.44
Dues & professional fees 0.76 0.64
" Interest 3.64 3.45
Mach & bida depreciation 8.10 6.24
Miscelianeous 1.59 1.67
Total overhead expenses per acre. 26.96 18.13
Total dir & ovhd expenses per acre 154,73 143.95
Net return per acre 28.38 -9.35
Lbr & mqt charge per acre 13.65 : 44.23
Net return over lbr & mgt 14.63 - -23.58
Government payments . 2924 29.54
Net return with govt payments 43.83 - 5.96
Cost of Production
Total direct expense per bushet 2.54 . 2.98
Total dir & ovhd exp per hushel 3.07 3.43
With iabor & management 3.34 377
Total exp less govt & oth income 2,69 3
Est. labor tiours per acre 1.54 1.45

51
17

217.09
55.35
100.00
3.71
205.57
1.70

207.27

8.83
2220
23.23

7.69

0.60

7.83
11.01

6.50

0.08
33.54

2.06

0.97

124.64
82.64

g ke N Ry
WO D B

12.07

31.65
156.28
50.99

13.59
37.40
25.93
§7.33

2.23
2.82
3.07
2.50

1.62

2009 Annuat Reparnt

Nerthland Community and Technical College
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Northwestern Farm Business Management Averages
Northland Community and Technical College
(Farms Sorted By Net Return)

Wheat, Spring on Owned Land 255/

Avg. Of

All Farms Low 20% 40 - 60% High 20%
Number of fislds 148 20 37 24
Number of farms 104 20 20 21
Acres 163.81 223.98 158.64 133.67
Yield per acre {bushel) 41.12 34.19 42.55 4411
Operators share of yield % 100 1090 . 100 ' 100
Value per bushel 3.1 2.96 319 3.1
Total product return per acre 127.87 10119 135.56 136.75
Miscellanecus income per acre 10.2 554 7.43 ' 30.48
Gross retumn per acre 137.77 106.73 - 142.99 167.23
Direct Expenses .
Seed 5.03 8.69 8.15 8.23
Ferilizer _ 29.16 31.98 2877 28.94
Crop chemicals 21.24 2621 21.26 1555
Crop insuranca 7.73 6.08 8.66 6.83
Fuel & oil : 8.8 10.85 8.51 707
Repairs 12.56 15.8 12.58 13.99
Custom hire 4.2 5.88 3.6 232
QOperating interest 3.73 5.55 3 2.69
Misceflaneous 0.95 0.44 - 077 1.14
Total direct expensas per acre 97.3% 112.48 896.3 B5.76
Retumn over direct exp per acre 40.39 -5.73 46,7 80.47
Overhead Expenses
Custom hire 1.64 123 . 1.09 1.03
Hired labor : 4.19 315 3.67 2.84
Machinery & bidg leases 202 2.34 1.51 1.13
RE & pers. praperty taxes 4.69 5.01 4.54 5.34
Farm insurance 2.52 273 1.94 3.37
Utilities 2.08 2.39 1.79 1.82
Dues & professional fees 1.12 1.93 0.89 0.66
Intereat . 16.65 23.66 15.3 10.695
Mach & bldg depraciation 11.78 11.22 1412 9.09
Misceilaneous 2.086 2.22 1.66 1.38
Total gverhead expenses per acre 48,78 56.89 47.28 37.62
Total dir & ovhd expenses per acre 146.15 163.35 143.58 124.38
Net retum per acre -8.38 - -62.62 : -0.58 42.85
Lbr & mgt charge per acre 14.78 16.08 - 13.58 1565
Net retumn over lbr & mgt -23.15 -78.71% 1417 27.35
Govermment payments 23.02 L 19.41 - 21.87 24.27
Net refum with govt payments -0.13 ' -58.89 7.5 51.62
Cast of Production
Total direct expense per bushel 2.37 3.29 - 2.26 1.97
Total dir & ovhd exp per bushel . 3.55 4.95 3.37 2.82
With fabor & management 3.91 542 3.69 317
Total exp less govt & oth income 311 " 4.68 3.01 1.83
Est. labor hours per acre 1.87 2.6 1.54 1.85

—)

Farm Business Managemént
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Northwestern Farm Business Management Averages
Northiand Community and Technical College
(Farms Sorted By Net Return)

Wheat, Spring on Cash Rent Aot

Avq, Of
All Farms Low 20% 40 - 60%
Nurmnber of fields 184 30 47
Number of farms 115 23 22
Acres _ 274.98 194.95 173,71
Yield per acre (bushel) 42.57 35.68 42.02
Operators share of yield % 100 100 100
Value per bushel 3.4 297 112
Total product return per acre 13479 105.97 13117
Miscollaneous income per acre 14.45 6,98 498
Gross retumn per acre 149.24 112.85 136.15
Direct Expenses -
Seed 9.45 1043 . 8.56
Fertilizer 28.13 31.51 25.77
Crop chemicals : 21.78 24.97 2492
Crop insurance 8.27 8.33 9.10
Drying fuel 0.41 ' 026 0.44
Fuei & oil 8.70 10.27 8.15
Repairs 12.89 13.82 10.06
Custom hire 243 5.01 2358
Hired labor g.14 0.01 0.89
Land rent ' 368.24 36.85 33.44
Operating interest 3.60 6.14 3.43
Miscellaneous _ 0.39 0.7 0.26
Total direct expenses per acre 132.23 147.77 o 127.56
Retum over direct exp per acre 17.01 -34.82 8.59
Overhead Expanses
Custom hire - 1.23 1.38 1.685
Hired labar 4.37 4.00 3.28
Machinery & bldg leases 3.08 1.58 322
Farm insurance 2.06 2.08 2.64
Utilities 1.75 2.57 1.44
. Dues & professional fees S 1.1 1.39 1.08
Interest 3.83 6.14 2.69
Mach & bidg depreciation 8.89 8.13 7.30
Miscellaneous 1.88 355 2.54
Total svethead expenses per acre 28.22 31.80 2381
Total dir & ovhd expenses peracre .  160.44 - 179.58 - 153.37
Net return per acre -11.21 -86.63 -17.22
Lbr & mgt charge per acra 16.38 18.06 14.11
Net return over lbr & mgt -27.58 -24.68 < -31.33
Government paymerts 24.58 25.43 23.15
Net retumn with govt payments -3.03 -39.25 -8.19
Cost of Production ' . :
Tolal direct expense per bushel . 3.08 4,14 3.04
Total dir & ovhd exp per bushal 3.73 5.03 . 3.65
With labor & managemant 4.12 5.54 3.99
Total exp less govt & oth income 3.2t 483 3.32
Est. labor hours per acre 1.73 1.78 1.42

High 20%

30
23

473.60
45.26
100
315
142.72
31.49
174.21

B0
27.21
18.75

8.85

0.7

7.95
13.20

1.45

36.45
245
0.14

126.92

47.29

083
4.02
3.99
1.83
1.67
0.86
2.83
877
0.91
2562
162.54
21.67

15.77

589
23.52
20.41

2.80
3.37
3.72
2.50

1.68

2001 Annal Rapon
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Crop Enterprise Analysis
Farm Business Management Northwest Averages
Northiand Community and Technical College
(Farms Sorted By Return to Qverhead)

Wheat, Spring on Owned Land Q\O'DQ_

Avg. Of

All Farms Low 200% 40 - 60% High 20%
Nummber of fields d 122 19 17 16
Number of farms B2 16 - 16 16
Acres 192.33 124.84 206.11 192.77
Yield per acre {bu,) 25.74 15.00 2812 _ 45.24
Operators share of yield % 100.00 100.00 100.00 100.00
Value per bu. 3.97 3.64 4.00 415
Total product return per acre 102.25 5462 112.47 187.84
Miscellaneous income per acre 30.92 38.86 21.94 3.84
Gross return per acre 133.17 93.48 134.41 191.78
Direct Expenses
Seed 39.64 . 11.98 9.67 10.66
Fertilizer 25.87 27.65 24.85 25.85
Crop chemicals 13.79 12.57 16.33 19,88
Crop insurance 8.12 11.02 820 5.46
Drying fuel 0.61 0.11 1.08 0.65
Fuel & oil 6.88 ' 9.17 5.43 5.80
Repairs 12.68 16.51 13.87 12.14
Custam hire 2.60 1.89 2.05 0.27
Operating interest . 2.57 2.37 293 3.21
Miscellansous 0.27 0.05 0.82 0.74
Total direct expensas per acre 83.04 93.32 85.02 84.85
Return over dirsct exp per acrs 50.13 0.18 49.40 107.13
- Overhead Expenses
Custom hire ' 1.78 0.18 0.76 1.83
Hired {abor 3.35 1.61 2.25 5.07
Machinery & bldg leases 1.61 2.1¢ . 1.00 1.60
RE & pers. property {axes : 3.79 4.37 4.05 6.45
Farm insurance 2.48 2.54 1.91 3.55
Utilities 1.81 2.92 1.79 1.64
Dues & professional fees 1.00 0.87 0.98 1.45
Interest ; 1524 ’ 2499 15.77 20.24
Mach & bldg depreciation 10.68 8.36 6.50 14.91
. Miscellaneous 1.42 217 1.35 1.48
Total overhead expenses per acre 4317 50.10 35.34 58.20
Total dir & ovhd expenses per acre 126,22 ) 143.42 121.35 142.85
Net return per acre 6.96 - -48.94 13.06 48.93
Lbr & mgt charge per acre 13.79 14.95 13.37 14.70
Net retum over Ibr & mgt -6.83 | -§4.89 ~0.31 34.23
Govemment payments 11.37 11.78 10.43 10.79
Net return with govt payments 4,54 -53.10 10.13 45.02
Cost of Production
Totzl diract expense per bu, 3.23 . 622 - 3.02 1.87
Total dir & ovhd exp per bu. : 4,90 9.56 4.32 3.15
With labor & mariagement 5.44 10.56 4.79 3.48
Total exp less govt & oth income 3.80 7.18 384 315
Est. labor hours per acre 166 1.62 1.37 1.88
2002 Annual Report - Narthland Farm Business Management
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Crop Enterprise Analysis
Farm Business Management Northwest Averages
Northland Community and Technical College
(Farms Sorted By Return to Overhead)

Wheat, Spring on Cash Rent Q O02.

Alfggha?sf " Low 20% 40 - 60% High 20%
Numbaer of fields - 122 25 33 21
Number of farms 83 17 17 17
Acres 281.98 230.63 298,11 358.24
Yield per acre (bu.) 29.439 22.59 27.73 38.06
Operators share of yield % 100.00 100.00 100.00 100.00
Value per bu. 3.62 3.64 3.88 428
Total product return per acre _ 115.74 §2.32 107.50 162.16
Miscellanescus income per acre 22.39 18.85 22.34 17.88
Gross return per acre 138.14 104.17 129.85 180.05
Direct Expenses
Sead 9.80 11.43 8.96 8.74
Ferdilizer 24.56 2583 24,50 25.59
Crop chemicals 18.12 2175 16.63 18,33
Crop insurance 8.72 . B -3 971 8.29
Drying fusl 0.45 0.19 0.36 0.75
Fusl & oil 6.46 . 8.95 8.26 6.82
Repairs ' 12.61 14.51 11.07 13.57
Custom hire 1.29 1.68 Q.55 1.21
Land rent 36.36 39.65 35.59 3269
Operating interest 2.78 .87 1.80 3.01
Miscellansous 0.48 0.09 0.27 1.38
Toial direct expenses per acre 121.83 133.16 115.68 121.36
Return over direct exp per acre 16.51 -31.989 14.17 58.68
Overhead Expenses
Custom hire 1.84 117 1.16 2.64
Hired labor . 2.96 2.59 185 484
Machinery & bldg leases 1.74 1.97 078 : 1.97
Farm insurance 2.20 1.87 1.98 2.50
Utilities 1.70 1.70 1.36 : 1.88
Dues & professional fees 1.16 0.93 0.58 1.53
Interest 2.90 3.13 2.36 3.35
Mach & bldg depreciation : 7.50 6.87 7.21 11.42
Miscellaneous . ' 1.19 158 1.11 0.88
Total overhead expenses per acre . 23.29 21.79 . 1819 31.02
Total dir & ovhd expenses per acre 144.92 154.94 133.87 152.38
Net return per acre -6.78 ' -53.77 4.02 27.67
Lbr & mgt charge per acre 13.72 12.89 13.94 14.63
Net return over lbr & mgt -20.51 -86.46 -17.98 13.04
Gavernment payments 12.34 12.32 11.78 12.45
Net return with govt payments -8.17 54.14 -6.18 25.49
Cost of Preduction
Total direct expense per bu. 4.12 __ 5.80 4,17 319 -
Total dir & ovhd exp per bu. ) 4.91 8.86 4.82 4.00
With labor & management 5.38 7.42 3.33 4.38
Total exp lass govt & oth incoms 4.20 6.04 4.10 3.58
Est. labor hours per acre ' 1.46 1.34 1.46 169
2002 Annual Report o : ' _ Northiand Farm Husiness Management
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Explanatory Notes for Crops Tables

North Dakota Farm Business Management Education Program
2002 State Report

The "Crop Enterprise Analysis” tables show the average physical production,
gross return, direct costs, overhead costs, and net returns per acre. All costs are
actual costs; no opportunity eosts are included. The "Net Return per Acre” is the
"Gross Return per Acre"” minus the direct and overhead costs. "Net Return”
represents the retun to the operator's and family's unpaid labor, management, and
equity. It represents the return to all of the resources, which are owned by the farm
family and hence, not purchased or paid a wage. The last section of each crop
table contains economic efficiency measures, which provide useful standards or
goals for the individual managers.

There are potentially three tables for each crop depending on the farmer's tenure
on the land. The crop tables may be for (1) owned land, (2) cash rented land, and
(3) share rented land. Individual farms may have data in all three tables if all three
land tenure categories are represented in that farm business. When there are less
than five farms with a particular crop and tenure, that table is not included in the
report. Farms are classified into low 20% or high 20% on the basis of net retumn
per acre. The classification is done separately for each table, i.e., an individual
farm may be in the low 20% for one crop, the high 20% for a second, and the
middle 60% for a third. When there are less than 25 total farms with any particular
crop and farmer's tenure, only overall averages are presented.

Value per unit is the market price received plus any loan deficiency payment.
Miscellaneous income mcludes crop insurance and disaster payments for crops.

Several costs items, such as "utilities,” "hired labor,” and "interest paid,” are listed
under both "direct” and "overhead” costs because some of these costs are specific
to that crop whereas others are general overhead costs of the farm. For example,
"Direct Lease Payments” refers to non-land inputs or resources leased and used
only in that crop enterprise and not listed elsewhere under direct costs; the most
common exampie is the lease of equipment that is crop specific. However, cost of
leasing machinery that 1s used for the entire farm operation is listed as an overhead
cost. Interest payments are likewise divided into those incurred directly for a
specific crop and those that are not. "Land Rent" is listed as a separate category
and 1s assigned as a direct cost for each crop enterprise because it is identifiable
with a specific crop. In the case of double cropping, one-haif of the rent is charged
to each crop. ‘ '

The last section of the crop tables include several cost of production calculations.
"Total direct expense per unit” and "total direct and overhead expense per unit" are
calculated by dividing "total direct expense per acre” and "total direct and
overhead expense per acre," respectively by "yield per acre." With "labor and
management” being the breakeven price after direct, overhead and a labor and
management charge are considered. "Total expense less government and other
income" is a breakeven price after all costs (including labor and management
charge) are reduced by government payment and miscellaneous income.



ND Farm Busmess Mgt Program, Explanatory Notes tor Crops Tables, 2001 State Report  Page 2 of 2

Rounding of individual items for the report have caused minor discrepancies with
the calculated totals.



NDFBMEP Durum Wheat - 1999

Crop Enterprise Analysis,

19589

Page 1 of 3

Merth Dakota Farm Business Management Education Program

State Report

{Farms sorted by Return to Overhead)

DURUM WHEAT ON OWNED LAND

Average 0Of Average Of Average OF
- All Farms Low 20% High 20%
Number of fields 128 332 25
Number of farms 79 16 16
Acres 125.80 51.52 158.24
Yield per acre (busghel) 20.48 21.99 11.54
Operators share of yield % 100.00 100.00 100.00
Value per bushel 2.74 2.26 2.75
Dther product return per acre 0.04 0.00 0.14
Total product return per acre 56.08 49 .65 31.580
Miscellaneous income per acre 49,83 13.64 104.88
Gross return per acre 105.91 63.29 136.78
Direct expenses per acre
Seed 7.05 6.05 6.55
Fertilizer 8.39 8.73 5.11
Crop chemicals 7.00 7.26 7.04
Crop insurance 9.65 7.61 12.72
Drying fuel 0.22 0.00 0.13
Fuel & oil 5.31 B.08 5.59
Repairs 9.93 13.11 7.92
Custom hire 1.74 0.15 0.15
Operating interest 3.45 4.98 3.28
Miscellaneous 0.15 0.18 0-.02
Total direct expenses per acre 52.90 56.16 48 .52
Return over direct expenses per acre 53.01 7.13 88.26
Overhead expenses per acre
Hired labor 2.38 2.51 2.07
Machinery & bldg leases 0.74 0.93 1.08
RE & pers. property taxes 3.98 3.94 4.44
Farm insurance 1.51 1.88 1.47
Utilities 1.70 Z2.89 1.30
Hauling and trucking 0.01 0.00 0.06
Dues & professional fees 0.31 0.17 0.30
Interest - 16.33 18.586 20.05
Mach & bldg depreciation 10.22 10.85 10.14
Miscellaneous 3.58 5.17 3.02
Total overhead expenses per acre 40.77 47 .00 43 .94
Total listed expenses per acre 93.67 103.16 92.45
Net retfturn Dper acre 12.24 -39.87 44 32
Total direct expense per bushel 2.58 2.55 4,20
Total listed expense per bushel 4.57 4.69 8.01
Net return per bushel 0.60 -1.81 3.84
Breakeven yield per acre 16.01 35.65 -4 .57
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North Dakota Farm Business Management Education Program

Crop Enterprise Analysis, 1999

State Report

{Farms sorted by Return to Overhead)

DURUM WHEAT ON CASH RENTED LAND

Average Of

Average 0Of

Page 2 of 3

Average Of

Al]l Farms Low 20% High 20%
Number of fields 226 29 47
Mumber of farms 81 lé 1o
Acres 145.4% 170.61 182.37
Yield per acre (bushel) 19.02 24 .45 14.91
Operators share of yield % 100.00 100.00 100.00
Value per bushel 2.82 2.48 3.27
Total product return per acre 53.62 60.93 48.73
Miscellaneous income per acre 53.54 2.32 81.80
Gross return per acre 107.16 63.25 140.52
Direct expenses per acre
Seed 7.61 7.16 7.03
Fertilizer 8.63 12.25 4.79
Crop chemicals 8.76 10.1% 7.38
Crop insurance 11.41 9.82 14.59
Drying fuel 0.12 G.00 0.00
Fuel & oil 5.70 5.72 4 .38
Repairs 10.58 12.63 5.82
Custom hire 2.70 1.14 1.31
Hired labor 0.16 0.00 0.00
Land rent 28.96 28.37 27.28
Operating interest 3.74 1.%0 2.83
Miscellaneous 0.07 0.31 0.01
Total direct expenses per acre 88.03 89.5% 75.42
Return over direct expenses per acre 15.13 -26.34 65.10
Overhead expenses per acre
Hired labor 3.17 4.69 3.13
Machinery & bldg leases 1.30 1.35 1.16
Farm insurance 1.42 1.79 1.30
Utilities 1.1¢ 1.68 0.67
Hauling and trucking 0.01 0.00 0.00
Dues & professional fees ¢.36 .27 0.17
Interest 3.25% 2.89 3.08
Mach & bldg depreciation 9.10 8.31 10.06
Miscellaneocus 2.66 3.05 2.15
Total overhead expenses per acre 22.39 24 .07 21.72
Total listed expenses per acre 11G6.42 113.66 97.15
Net return per acre -3.26 -50.41 43 .38
Total direct expense per bushel 4. 63 3.66 5.06
Total listed expense per bushel 5.81 4. .65 6.52
Net return per bushel -0.17 -2.06 2.91
Breakeven yield per acre 20.17 44 .68 1.64
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Crop Enterprise Analysisz, 195596
North Dakota Farm Business Management Education Program
State Report
(Farmg sorted by Return to Overhead)

DURUM WHEAT ON SHARE RENTED LAND

Average 0Of Average O Average 0Of

All Farms Low 20% High 20%
Mumber of fields 100 19 21
Number of farms 47 9 g
Acres 94 .77 98.17 108.57
Yield per acre {bushel}) 22.85 26.18 17.51
Operators share of yvield % 67.01 67.61 71.24
Value per bushel 2.71 2.58 2.89
Total product return per acre 41 .87 45 .34 36.69
Miscellaneous income per acre 27.78 1.89 56.11
Gross return per acre 69.65 47.33 92 .80
Direct expenses per acre
Seed 6.64 6.55 7.36
Fertilizer 9.24 14.74 6.96
Crop chemicals 7.9% 12.34 6.08
Crop insurance 6.48 5.53 8.42
Drying fuel 0.14 0.03 .00
Fuel & oil 5.15 5.07 4.07
Repairs o §.22 7.73 6.24
Custom hire : C1.43 2.09 0.53
Operating interest 2.58 2.33 2.14
Miscellaneous 0.33 1.52 0.02
Total direct expenses per acre 48 .21 57.93 41.83
Return over direct expenses per acre 21.43 -10.61 50.97
Overhead expenses per acre
Hired labor 3.49 2.12 4,77
Machinery & bldg leases 0.41 0.64 0.50
Farm insurance 1.28 0.96 1.46
Utilities . 1.20 1.22 0.91
Dues & professional fees ) 0.43 0.08 0.49
Interest - 2.94 3.18 3.93
Mach & bldg depreciation 9.17 3.%86 9.19
Miscellaneous 2.54 2.72 2.46
Total overhead expenses per acre 21.47 o 14.88 23.70
Total listed expenses per acre 69.68 72.81 65.53
Net return per acre -0.04 -25.48 27.27
Total direct expense per bushel 3.15 3.27 3.35
Total listed expense per bushel 4.55 4.11 5.25
Net return per bushel -0.00 -1.44 2.19
4,58

Breakeven yield per acre 23.06 ~40.55



NDEBM, Liurum wheat on Uwned Land, 2U0U

TARBLE 11 - 1
Crop Enterprise Bnalysis, 2000
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return)

Wheat, Durum on Owned Land

- Avg. Of -
all Farms Low 20% High 20%

Number of fields 154 25 20
Number of farms 78 15 15
Acres 128.98 63.24 178.22
vield per acre [(bushel) 29.01 28.20 37.65
Operators share of yield % 100.00 100.06 100.00
Value per bushel _ 2.76 1.94 3.37
Other product return per acre 0.04 - -
Total product return per acre 80.18 54.74 127.03
Miscellaneous income per acre ' 18.43 13.03 26.27
Gross return per acre _ 98.61 67.77 153.30

Direct Expenses

Seed 7.18 7.44 8.13
Fertilizer 10.68 11.49 11.36
Crop chemicals 10.08 16.74 13.14
Crop insurance 6.34 65.11 7.15
Fuel & oil 7.08 6.90 6.42
Repairs 9.88 12.97 10.54
Custom hire 2.09 4.73 1.55
Operating interest 3.14 3.24 1.41
Miscellanecus 0.45 0.02 0.21
Total direct expenses per acre 56.93 69.66 58.53
Return over direct exp per acre 41 .67 -1.8% 93.37

Overhead Expenses

Hired labor 2.80 1.44 2.44
Machinery & bldg leases 1.31 0.30 0.48
RE & pers. property taxes 4,07 4.50 4.19
Farm insurance : 1.37 1.7% 1.19
Utilities 1.53 1.70 1.28
Dues & professional fees - 0.47 0.62 0.64
Interest 15.26 23.90 11.38
Mach & bldg depreciation g.32 - 8.12 9.67
Miscellaneous 3.34 3.31 . 3.80
Total overhead expenses per acre 38.47 45.67 35.07
Total dir & ovhd expenses per acre 895.40 115.33 895.00
Net return per acre 3.21 -47.56 58.30
Lbr & mgt charge per acre 13.34 16.20 C14.42
Net return over lbr & mgt -10.14 -63.76 43 .88
Government pavments ' . 20.79 18.45 21.58
Net return with govt payments 10.66 -45.31 65.47

Cogt of Production
Total direct expense per bhushel . 1.96 2.47 1.59

Page 1 of 2



NDFBM, Durum Wheai on Owned Land, 2000

Total dir & ovhd exp per hushel 3.25%

With labor & management 3.75
Total exp less govt & oth income 2.40

4.09
4.67
3.55

2.52
2.81
1.64

Page 2 of 2



NDFBMEP Durum Wheat on Cash Rent, 2000

TABLE 11 - 2
Crop #nterprise Analysgis,

2000

North Dakota Farm Business Management Education Program

State Report

{Farme Sorted By Net Return)

Wheat, Durum on Cash Rent

- Avg. Of
All Farms
Nunber of fields 2359
Number of farms 90
Acres 130.73
¥Yield per acre {(bushel) 25.69
Operators share of vield % 100.00
Value per bushel 2.58
Total product return per acre 66.32
Miscellaneous income per acre 36.92
Gross return per acre 103.24
Direct Expenses
Seed 7.58
Fertilizer 10.59
Crop chemicals 10.28
Crop insurance 9.46
Fuel & oil 6.23
Repairs 8.44
Custom hire 2.01
Land rent 28.26
Operating interest 3.54
Miscellanecus 0.55
Total direct expenses per acre 86.53
Return over direct exp per acre 16.31
Overhead Expenses
Hired labor . 2.40
Machinery & bldg leases 1.81
Farm insurance 1.18
Utilities 1.11
Interest 3.61
Mach & bldg depreciation 6.32
Miscellanecus 2.71
Total overhead expenses per acre 13,14
Total dir & ovhd expenses per acre 106.07
Net return per acre -2.83
Lbr & mgt charge per acre 12.11
Net return over lbr & mgt -14.94
Government payments 20.86
Net return with govt payments 5.92
Cost of Production
Total direct expense per bushel 3.38
Total dir & ovhd exp per bushel 4,13
With labor & management

4.60

Low 20%

46
18

77.04
31.53
100.00
1.68
52.93
6.93
558.86

7.43
12.98
11.34

7.03

5.82

9.86

6.86
28.46

4.85

0.05

94.6%

-34 .83

.84

0
0.35
1.86
1.28
3.79
5.53
2.07
15.71
110.40

-50.54

16.26
-66.80
22.60
~44 .20

3.00
3.50
4.02

High 20%

42
18

134 .01
21.62
100.00

2_.86
61.89
90.45
152.34

7.31
10.32

10.21 -

14 .70
6.33
7.51
0.30

31.20
2.66
1.15

21.6%

60.65

1.90
3.06
0.86
1.06
3.57
5.11
1.78
17.34
109.03

43.30

11.78
31.52
18.55
50.07

4.24
5.04
5.59

Page ! of 2
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Total exp less govt & oth income 2.35 3.08 .55
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Crop Ente

TABLE 11 - 3
rprise Analysis,

2000

North Dakota Farm Business Management Education Program

State Report

{(Farms Sorted By Net Return)

Wheat, Durum on Share Rent
- Avg. Of -
All Farms
Mumber of fields 156
Number of farms 65
Acres 110.486
Yield per acre (bushel) 29.66
Operators share of vield % 66.48
Value per bushel 2.74
Total product return per acre 53.87
Miscellaneous income per acre 17.62
Gross return per acre 71.49
Direct Expenszes
Seed 7.44
Fertilizer 11.34
Crop chemicals 11.20
Crop insurance 5.42
Fuel & oil 5.85
Repairs 8.29
Custom hire 0.94
Operating interest 3.27
Miscellaneous 0.94
Total direct expenses per acre 54 .79
Return over direct exp per acre 16.70
Overhead Expenses
Hired labor 3.53
Machinery & bldg leases 0.53
Farm insurance 1.24
Utilities 1.25
Interest 3.00
Mach & bldg depreciation 7.73
Miscellaneous : 2.54
Total overhead expenses per acre 15.82
Total dir & ovhd expenses per acre 7461
Net return per acre =-3.12
Lbr & mgt charge per acre 11.21
Net return over 1lbr & mgt -14 .33
Government pavments 14.65
Net return with govt payments 0.32
Cost of Production
Total direct expense per bushel 2.78
Total dir & ovhd exp per bushel 3.78
With labor & management 4.35

Total exp less govt & oth income . 2.72

Low 20%

41
i3

124.86
30.23
65.15

2.67
51.75
1.45
53.20

8.90
14 .11
12.27

4.186

4.97

7.60

1.30

6.03

1.35
60.6¢9
-7.4%9

6.73
0.34
1.81
1.48
3.41
7.8%
2.87
24 .52
85.21

-32.01

8.42
-40.43
12.60
~27.83

3.08
4 .33
4.75
4.04

High 20%

30
13

119.40
32.38
69 .96

3.38
76.75
29.05

105.79

6.67
12.28
18.89

4.83

5.51

7.40

1.26

1.33

6.55
50.72
55.07

2.65
0.43
1.10
0.80
2.73
5. .10
2.64
15.45
70.17

35.62

11.64
23.58%9
13.57
37.56

224
3.10
3.61
1.7%3

Page l of' 1
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TABLE 11 - 1
Crop Enterprise Analysis, 2001
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return}

Wheat, Durum on Owned Land

- Avg. Of
All Farms Low 20% High 20%
Number of fields 70 l6 . 18
Number of farms 39 7 7
Aores 158.585 T0.71 135.73
Yield per acre {bughel} 25.30 19.12 32.47
Operators share of yield % 106.00 100.00 100.00
Value per bushel ) 3.58 2.11 4.00
Other product returzi per acre 0.0% - 0.18
Total product return per acre : 50.68 40.25 130.17
Miscellaneous income per acre 9.95 7.71 5.70
Gross return per acre 100.62 47 .96 135.87
Direct Expenses
Seed . 7.78 7.55 B8.16
Fertilizer 16.04 17.00 16.75
Crop chemicals 9.93 7.95 15.22
Crop insurance 4,98 5.68 4.63
Fuel & oil ' 8.06 9.56 .05
Repairs 10.71 9.84 7.03
Custom hire 1.73 0.21 1.46
Operating interest 1.68 2.54 0.98
Miscellaneous 0.11 - 0.03
Total direct expenses per acre 61.02 60.78 60.31
Return over direct exp per acre 35.60 -12.81 75.56
Overhead Expenses
Hired labor ' 3.02 : 1.46 4.20
RE & pers. property taxes 3.71 5.22 2.84
Farm insurance 1.54 2.10 1.55
Utilities 1.41 2.15 06.70
Interest 15.47 22.75 3.01
Mach & bldg depreciation ' 8.70 6.82 8.26
Miscellaneous 4 .67 2.50 3.50
Total overhead expenses per acre : 38.51 43.00 . 29.16
Total dir & ovhd expenses per acre 99.54 103.78 829.47
Net return per acre ' 1.09 -55.81 46.40
Lbr & mgt charge per acre 13.%8% | 18.21 9.83
Met return over lbr & mgt ~-12.91 -74.02 36.57
Government payments 16.07 16.45 13.64
Net return with govt pavments 3.1a -57 .57 50.21
Cost of Production
Total direct expense per bushel 2.41 3.18 1.86
Total dir & ovhd exp per bushel 3.93 5.43 2.76
With labor & management 4.49 6.38 3.06

Total exp less govt & oth income 3.46 5.12 2.46
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TABLE 11 - 2
Crop Enterprise Analysis, 2001
North Dakota Farm Business Management Education Program
State Report
(Farms Sorted By Net Return)

Wheat, Durum on Cash Rent

- Avyg. Of
All Farms Low 20% High 20%
Number of fields 128 33 21
Number of farms 46 g 9
Acres 11g8.50 97.00 178.74
Yield per acre (bushel} 24.03 16.82 32.08
Operators share of yield % 100.00 ig0c.00 100.00
Value per bushel 3.38 2.75 4,27
Other product return per acre 0.7¢9 - -
Total product return per acre 82.04 46.29 137.09
Miscellaneous income per acre 17.17 21.27 5.68
Gross return per acre 99.21 67.57 142 .77
Direct Expenses -
Seed 8.16 7.43 9.81
Fertilizer 15.37 15.78& 16.82
Crop chemicals 10.13 8.26 10.49
Crop insurance 6.10 5.38 4.91
Fuel & oil 6.39 7.99 5.82
Repairs 10.13 13.51 8.98
Custom hire 1.43 0.93 1.39
Land rent 28.12 30.89 23.71
Operating interest 2.19 2.67 1.82
Miscellaneous 0.06 - 0.02
Total direct expenses per acre 88.08 92.82 83.88
Return over direct exp per acre 11.12 -25.25 58.90
Overhead Expenses
Hired labor 2.83 2.21 5.33
Machinery & bldg leases 1.33 0.85 0.80
Farm insurance 1.02 1.15 1.22
Utilitcies 0.99 1.73 0.82
Dues & professional fees 0.54 0.89 0.57
Interest . 3.27 5.08 3.12
Mach & bidg depreciation - 7.40 6.94 8.91
Miscellaneous . 1.83 ) 1.54 3.03
Total overhead expenses per acre 15.21 20.39 23.80
Total dir & ovhd expenses per acre 107.29 113.20 107.68
Net return per acre -8.09 -45.64 35.08
Lbr & mgt charge per acre 11.26 13.02 10.45
Net return over lbr & mgt -19.35 -58.66 24 64
Government payments le.l6 - 17.04 15.34
Net return with govt payments -3.19 -41.62 35.58

Cost of Production
Total direct expense per bushel 3.67 5.52 2.61
Total dir & ovhd exp per bushel 4_ A7 6.73 3.386
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With labor & management . 4,93
Total exp less govt & oth income 3.51



NI Farm Business Mgmt Bduc. Pgm - Durum Wheat on Share Rent, 2004 Page 1 of 1

TABLE 11 - 3
Crop Enterprise Analysis, 2001
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return}

Wheat, Durum on Share Rent

- avg. Of
All Farms Low 20% High 20%
Number of fields 66 8 12
Number of farms _ 32 6 )
Acres 138.41 100.53 135.5%6
Yield per acre (bushel} 24.01 25.45 28.91
Operators share of vield % 67 .21 67.12 69.26
Value per bushel 3.58 2.69 4. 22
Total product return per acre 58.60 46,23 85.93
Miscellaneous income per acre 14.78 7.72 13.32
Gross return per acre 73.38 53.95 99.24
Direct Expenses
Seed 8.33 8.39 7.03
Fertilizer 13.75 15.53 12.66
Crop chemicals 10.58 13.97 8.82
Crop insurance 4.18 §.44 4.73
Fuel & oil 6.73 9.32 5.38
Repairs 10.19 15.05 B.88
Custom hire 0.99 3.87 0.66
Operating interest 2.25 3.38 1.25
Miscellaneous 0.12 - 0.02
Total direct expenses per acre 57.12 77.94 49 .44
Return over direct exp per acre : 16.27 -23.55 49 .80
Overhead Expenses
Hired labor 4,72 4.36 3.39
Machinery & bldg leazes 1.00 1.97 0.71
Farm insurance 1.25 2.68 1.30
Utilities 0.89 1.66 0.80
Interest 2.70 4.79 3.28
Mach & bldg depreciation 7.62 $.73 5.81
Miscellaneous 3.2% 2.34 2.597
Total overhead expenses per acre 21.46 27.53 18.27
Total dir & ovhd expenses per acre : 786.58 105.48 £7.71
Net return per acre . -5.20 -51.53 31.53
Lbr & mgt charge per acre 11.42 15.20 10.59
Net return over lbr & mgt -16.62 . -66.73 20.94
Government payments 11.30 10.13 11.69
Net return with govt payments -5.32 ~-56.60 32.63
Cost of Production
Total direct expense per bushel 3.54 4 .56 2.47
Total dir & ovhd exp per bushel 4 .87 6.18 3.38
With labor & management 5.58 7.07 3.91

Total exp less govt & oth income 3.96 6.02 2.66
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TABLE 11 - 1
Crop Enterprise Analysis, 2002
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return)

Wheat, Durum on Owned Land

- Avg. Of
A1l Farms Low 20% High 20%
Numher of fields 57 7 14
Number of farms 33 6 7
Acres 167.68 197.66 121.89
Yield per acre {bu.) 21.42 15.18 28.70
Cperators share of vield % 100.00 100.00 100.00
Value per bu. 3.85 . 2.97 4,86
Other product return per acre 4.43 3.84 1.00
Total product return per acre 86.94 48.96 140.55
Miscellaneous income per acre 23.62 25.55 26.25
Gross return per acre 110.56 T4.51 166.80
Direct Expenses :
Seed 9.05 8.61 7.08
Fertilizer 13.78 12.99 12.01
Crop chemicals 10.86 9.61 6.99
Crop insurance 4,27 1.93 5.50
Fuel & oil 3.87 4.51 4.20
Repairs : 7.75 6.38 8.3¢
Custom hire 2.75 7.82 0.90
Operating interest 1.50 2.10 1.12
Miscellaneous 0.60 - .05
Total direct expenses per acre 54 43 53.96 46.20
Return over direct exp per acre 56.14 20.55 120.61
Overhead Expenses
Hired labor 2.19 1.42 2.08
Machinery & bldg leases 0.54 1.58 .20
RE & pers. property taxes 3.79 3.21 4.632
Farm insurance . 1.29 2,00 1.12
Utilities ' 1.38 1.91 0.83
Interest 11.47 12.78 13.71
Mach & bldg depreciation 9.87 10.38 9.62
Miscellaneous : 3.71 5.42 3.13
Total overhead expenses per acre. 34.24 38.6% 35.31
Total dir & ovhd expenses per acre 88.67 §92_65 81.50
Net return per acre 21.50 -18.15 85.30
Lbr & mgt charge per acre 12.69 13,94 13.44
Net return over lbr & mgt 9.21 -32.09 71.86
Government payments 9.35 6.68 8.11
Net return with govt payments S 18.56 - -25.41 79.98
Cozt of Production
Total direct expense per bu. 2.54 3.55 1.61
Total dir & ovhd exp per bu. 4.14 6.10 2.84

With labor & management | 4 .73 7.02 3.31
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Total exp lessg govt & oth income 2.99 4. .64 2.08
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TABLE 11 - 2
Crop Enterprise Analysis, 2002
North Dakota Farm Business Management Education Program
State Report .
{(Farms Sorted By Net Return)

Wheat, Durum on Cash Rent

- Avg. Of
All Farms Low 20% High 20%
Number of fields 121 21 21
Number of farms 45 9 S
Acres - 120.64 160.79 142.83
Yield per acre (bu.) 21.21 5.73 28.70
Operators share of yield % 160.00 100.00 100.00
Value per bu. 4.00 3.61 4.56
Other product return per acre 1.12 1.75 -
Total product return per acre 85.97 36.84 135.34
Miscellaneous income per acre 15.32 22.20 3.89
Gross return per acre 101.2% 5%.04 139.23
Direct Expenses
Seed 9.92 11.10 . 10,17
Fertilizer 14.44 16.14 12.09
Crop chemicals 11.00 13.44 5.99
Crop insurance 4.72 6.32 4.66
Fuel & oil 5.03 4.86 5.11
Repairs 9.00 7.55 8.79
Custom hire 3.69 5.55 2.04
Hired labor 0.20 0.86 -
Land rent 25.25 27.41 24 .54
Machinery & bldg leases ' 0.21 0.66 0.01
Operating interest 1.66 2.81 0.89
. Miscellaneous 0.57 2.14 0.28
Total direct expenses per acre 85.71 98.838 74.56
Return over direct exp per acre 15.58 -39.85 64.67
Overhead Expenses
Hired labor . 3.29 3.14 1.87
Machinery & bldg leases 1.12 1.51 0.15
Farm insurance 1.14 S1.21 ) 1.17
Utilities 1.04 1.59 G.95
Interest - 1.99 1.77 1.81
Mach & bldyg depreciation . 7.55 3.15 13,97
Miscellaneous 2.12 2.00 2.74
Total overhead expenses per acre 18.24 14.37 15.66
Total dir & ovhd expenses per acre 103.9%5 113.25 94 .22
Net return per acre ' ~2.66 -54.21 45.02
Lbr & mgt charge per acre 10.84 g.44 11.23
Net return over lbr & mgt ‘ ~13.49 -63.65 33.79
Government payments 7.26 7.03 7.24
Net return with govt payments -6.,24 -56.63 41.03

Cozt of Production
Total direct expense per bu.

1=

.04 1%.16 2.51
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Total dir & ovhd exp per bu. 4._.90 - 1l1l.64 3.17
With labor & management 5.41 12.61 3.55
Total exp less govt & oth income 4.30 9.43 3.18
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TABLE 11 - 3
Crop Enterprise Analysis, 2002
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return}

Wheat, Durum on Share Rent

’ Avg. Of
All Farms
Number of fields 36
Number of farms 22
Acres 135.29
Yield per acre (bu.} 23.51
. Operators share of yield % 65.01
Value per bu. 4.05
Total product return per acre 61.98
Miscellaneous income per acre 5.66
Grogss return per acre 67.64
Direct Expenses
Seed 8.25
Fertilizer 12.18
Crop chemicals i0.51
Crop insurance 2.99
Fuel & oil 4.66
Repairs 7.43
Custom hire 2.67
Operating interest _ 1.20
Miscellaneous 1.56
Total direct expenses per acre _ 51.46
Return over direct exp per acre 16.18
Overhead Expenses
Hired. labor 2.93
Farm insurance 1.28
Utilitles 1.058
Interest ) 1.67
Mach & bldg depreciation 9.5%
Miscellaneous - : 2.87
Total overbead expenses per acre 19.39
Tetal dir & ovhd expenses per acre 70.85
Net return per acre ) -3.21
Lbr & mgt charge per acre _ 10.19
Net return over lbr & mgt : -13.41
Government pavments 5.12
Net return with govt payments - -8.29

Cost of Production
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Total direct expense per bu.

3.37
Total dir & ovhd exp per bu. 4 .64
With labor & management 5.30
Total exp less govt & oth income 4.60



NDFBMEP Spring Wheat - 1999

Crop Enterprise Analysis,
North Dakota Farm Business Management Education Program

State Report

1955

(Farme sorted by Return to Overhead)

SPRING WHEAT ON OWNED LAND

Page 1 of 4

Average 0Of Average Of Average Of
- All Farms Low 20% High 20%
Mumber of fields 219 36 35
NMumber of farms 127 25 25
Acres 121.12 80.60 121.36
Yield per acre (bushel} 28.90 20,71 42 .79
Operators share of yield % 100.00 100.00 100.00
Value per bushel 3.17 2.87 3.62
Total product return per acre 91.47 59.40 155.01
Miscellaneous income per acre 5.45 1.52 6.40
Gross return per acre 96.92 60.92 161.41
Direct expenses per acre
Seed 7.42 6.72 2.16
Fertilizer 13.35 12.55 14.98
Crop chemicals 9.34 9.44 13.5%
Crop insurance 5.21 4.94 6.41
Drying fuel 0.06 6.00 0.06
Fuel & oil 5.32 6.20 5.92
Repalrs 9.41 13.53 10.28
Custom hire 2.05 1.1¢8 1.18
Operating interest 2.80 3.56 3.77
Miscellaneous 0.34 0.00 1.11
Total direct expenses per acre 55.31 . 58.53 66.45
Return over direct expenses per acre 41.61 2.38 94 .96
Overhead expenses per acre
Hired labor 2.63 1.18 3.62
Machinery & bldg leases 1.26 2.97 2.81
RE & pers. property taxes 3.85 4.03 4.81
Farm insurance 1.46 2.34 1.60
Utilities 1.41 2.10 1.42
Hauling and trucking 0.05 0.00 0.07
Dues & professional fees 0.38 0.20 0.44
Interest 14.04 14.69 22.09
Mach & bldg depreciation 3.80 8.14 10.43
Miscellaneous 2.53 3.49 2.23
Total overhead expenses per acre 36.41 39.14 49.53
Total listed expenses per acre 91.72 97.67 115.98
Net return per acre 5.20 -36.75 45.43
Total direct expense per bushel 1.91 2.83 1.55
Total listed expense per bushel 3.17 4.72 2.71
Net return per bushel D.18 -1.77 1.06
Breakeven yield per acre 27.26 33.53 30.25



NDPBMEY Spring Wheat - 1999

Crop Enterprise Analysis,
North Dakota Farm Business Management Education Program

State Report

19298

{Farms sorted by Return to Overhesad)

SPRING WHEAT ON CASH RENTED LAND

Average Of

Average Of

Page 2 of 4

Average Of

All Farms Low 20% High 20%
Number of fields 345 61 55
Number of farms 147 29 29
Acres 146 .36 129.35 160.13
Yield per acre (bushel) 28.80 18.29 41 .31
Operators share of yield % 100.00 100.00 100.00
Value per bushel 3.22 2.85 3.40
Total product return per acre 92 .85 52.12 143.59
Miscellanecus income per acre 5.44 7.68 5.30
Gross return per acre 98.29 52.80 145.89
Direct expenses per acre :
Seed 7,43 7.17 8.10
Fertilizer 14 .83 14.60 15.67
Crop chemicals 10.72 9.13 11.03
Crop insurance 5.40 5.08 5.98
Dryving ftuel 0.07 0.0z 0.00
Fuel & oil 5.15 6.04 4,89
Repailrs 9.11 11.82 8.18
Custom hire 3.43 3.82 4.39
Land rent 29 .47 27.54 34_86
Operating interest 3.43 3.44 3.77
Miscellaneous 0.25 0.13 0.00
Total direct expenses per acre . 89 .27 . 85.41 9¢.87
Return over direct expenses per acre 9.02 -29.6Q 49,03
Overhead expenses per acre
Hired labor 3.29 2.28 3.82
Machinery & bldg leases 1.6 0.69 1.95
Farm insurance 1.47 1.51 1.50
Utilities 1.13 1.55 1.19
Hauling and trucking 0.09 0.00 0.02
Dues & professional fees 0.27 0.15 0.27
Interest 3.35 5.02 3.06
~Mach & bldg depreciation 8.48 7.73 9.35
Miscellaneaous 2.26 2.12 1.94
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Total overhead expenses per acre 21.85 21.04 23.10
Total listed expenses per acre 111.22 114.45 119.97
Net return per acre -12.593 -50.65 25.93
Total direct expense per bushel 3.10 4.89 2.34
Total listed expense per bushel 3.86 6.04 2.90
Net return per bushel ~0.45 -2.77 0.63

3.65

Breakeven vyield per acre 32.82 36.05 3

Crop Enterprise Analysis, 1999
North Dakota Farm Business Management Education Program
State Report
(Farms sorted by Return to Overhead)

"SGPRING WHEAT ON SHARE RENTED LAND

Average Of Average 0Of Average 0QOf

All Farms Low 20% High 20%
Number of fields 163 24 21
Number of farms 78 16 16
Acres 124.13 133.43 125.87
Yield per acre (bushel) 28.55 19.39 35.41
Operators share of yield % 67.31 71.85 65.73
Value per bushel 3.22 3.13 3.37
Total product return per acre 61.39 44.42 . 78.87
Mizscellaneous income per acre 5.02 3.69 19.06
Gross return per acre _ 66.4A2 48.10 98.02
Direct expenses per acre K
Seed 6.49 7.46 5.69
Fertilizer 12.83 13.28 11.75
Crop chemicals : 9.53 14 .45 7.35
Crop insurance ' 4.21 : 5.86 4.57
Drying fuel . 0.06 0.06 0.00
Fuel & oil 4.99 4,12 4.90
Repairs . 9.07 7.86 8.17
Custom hire 1.84 ' 1.45 1.22
Operating interest _ 3.00 5.60 ©o2.81
Miscellaneous 1.25 5.98 0.29
Total direct expenses per acre 53.28 66.13 46.75

Return over direct expenses per acre 13.13 -18.02 51.28



NDEFBMEP Spring Wheat - 199

Overhead expenses per acre
Hired labor
Machinery & bldg leases
Farm insurance
Utilities
Hauling and trucking
Dues & professional fees
Interest
Mach & bldg depreciation _
Miscellaneous
Total overhead expenses per acre
Total listed expenses per acre
Net return per acre

Total direct expense per bushel
Total listed expense per bushel
Net return per bushel
Breakeven yield per acrea

2.42
1.35
1.27
1.17
0.04
0.23
2.92
6.89%
1.94
18.23
71.51
-5.08

2.7
3.72
-0.27
30.67

0.63
0.25
1.93
1.88
G.00
0.12
2.7%
4_80

14.03
80.16
-32.05

4.74
5.75
-2.30
33.96

Page 4 of 4

2.22
0.91
1.5%
1.10
0.11
0.26
3.86
10.28
2.95
23.09
69.84
28.19

2.01
3.00
1.21
22.91



. NDFBMEP Spring Wheat on Owned Land, 2000

TABELE 11 - 4
Crop Enterprise analvysis, 2000
North Dakota Farm Business Management Education Program
State Report
{(Farms Sorted By Net Return)

Wheat, Spring on Owned Land

- Avg. OL
A1l Farms Low 20%
Nunber of fields 235 43
Number of farms 131 26
Acres 142 .33 120.93
Yield per acre (bushel} 35.00 25.22
Operators share of yvield % 100.00 100.00
value per bushel 3.39 3.15
Total product return per acre 118.53 79.43
Miscellaneous income per acre 5.36 _ 6.72
Gross return per acre 123.89 86.15
Direct Expenses
Seed 6.91 7.27
Fertilizer 14.93 13.76
Crop chemicals 11.77 12.38
Crop insurance 5.68 6.09
Fuel & oil 7.19 7.07
Repairs 9.85 11.48
Custom hire 3.15 3.94
Operating interest : Z2.74 4.80
Miscellaneous 0.40 0.26
Total direct expenses per acre 62 .72 67.05
Return over direct exp per acre 6l.17 15.10
Overhead Expenses
Hired labor 3.27 4.47
Machinery & bldg leases 0.79 0.45
RE & pers. property taxes 3.79 4.05
Farm insurance 1.55 1.95
Utilities . 1.21 1.36
Dues & professiocnal fees 0.39 0.74
Interest 13.76 15.83
Mach & bldg depreciation 8.18 7.19
Miscellaneous 2.00 - 2.33
Total overhead expenses per acre 34,94 42 .38
Total dir & ovhd expenses per acre 97 .66 1092.43
Net return per acre 26.23 -23.27
Lbr & mgt charge per acre 12 .54 14.25
Net return over lbr & mgt 13.69 ~37.52
Government payments 153.56 21.85
Net return with govt payments 33.25 -15.67

Cost of Production
Total direct expense per bushel 1.79 2.66
Total dir & ovhd exp per bushel : 2.79 _ - 4.34

High 20%

51
26

158.065
43.97
100.00
3.50
153.86
4.46
158.32

6.88
13.83
12.21

5.33

7.98
10.24

1.87

1.80

0.20
60.36
97.96

2.95
¢.79
3.64
1.22
1.40
0.18
5.91
7.93
2.20
30.23
80.58

67.73

12.45
55.28
18.71
73.98

Page 1 of 2
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With labor & management 3.15 4.90 2.34
Total exp less goviD & oth income 2.44 3



NDFBMEP Spring Wheat on Cash Rent, 2000

TABLE 11 - 5

Crop Enterprise Analysis,
North Dakota Farm Business Management Education Program

State Report

{Farms Sorted By Net Return}

Wheat, Spring on Cash Rent

- : Avg. Of
All Farms
Number of fields 364
Number of farms 167
Acres 156.82
Yield per acre (bushel} 33.49
Operators share of yield % 100.00
Value per bushel 3.39
Other product return per acre 0.00
Total product return per acre 113.58
Miscellaneous income per acre 9.42
Gross return per acre 123.00
Direct Expenses
Seed 7.29
Fertilizer 14.95
Crop chemicals 11.88
Crop ilnsurance 6.48
Fuel & oil 6.40
Repairs 9.81
Custom hire 3.28
Land rent 28.10
Operating interest 3.12
Miscellaneous 0.57
Total direct expenses per acre 92 .86
Return over direct exp per acre 30.14
Overhead Expenses
Hired labor 3.12
Machinery & bldg leases 1.54
Farm insurance 1.43
Utilities - 1.13
Dues & professional fees 0.44
Interest 3.24
Mach & bldg depreciation 5.03
Miscellaneous 1.86
Total overhead expenses per acre 20.78
Total dir & ovhd expenses per acre 113.65
Net return per acre .35
Lbr & mgt charge per acre 12 .25
Net return over lbr & mgt -2.50
Government payments 20.37
Net return with govt payments 17.48
Cost of Production
Total direct expense per bushel 2.77

Low 20%

S 71
33

129.92
23.91
100.00
3.13
0.03
74.90
6.39
81.3¢

8.13
13.70
i5.41

8.02

6.77
10.85

3.40
27.78

4.32

0.45
98.83

-17.5%4

-36.03

13.37
-49.39
22.01
-27.35

High 20%

88
34

160.46
40.34
100.00
3.58
144.58
12.92
157.49

6.85
14.36
11.35

6.46

6.37

9.38

3.17
28.22

2.51

0.60
89.27
68.22

3.10
1.42
1.35
1.21
0.56
2.77
7.89
1.76
20,07
105.34

48.15

11.99
36.16
20.16
56.32

Page I of 2



NDFBMEP Spring Wheat on Cash Rent, 2000

Total dir & ovhd exp per bushel 3.39
With labor & management 3.7¢6
Total exp less govt & oth income 2.87

4.91
5.47
4.28

2.71
3.01
2.19

Page 2 of 2



NDFBMEP Spring Wheat on Share Rent, 2000

TABLE 11

- 6

Crop Enterprise Analysis,

North Dakota Farm Business Management Education Program
State Report

{Farms Sorted By Net Return}

2000

Wheat, Spring on Share Rent

Number of fields
Number of farms

Acres

Yield per acre {bushel}
Operators share of yvield %
Value per bushel

Total product return per acre
Migcellaneous income per acre
Gross rebturn per acre

Direct Expenses
Seed
Fertilizer
Crop chemicals
Crop insurance
Fuel & oil
Repairs
Custom hire
Operating interest
Miscellaneous
Total direct expenses per acre
Return over direct exp per acre

Overhead Expenses
Hired labor
Machinery & bldg leases
Farm insurance
Utilities
Dues & professional fees
Interest
Mach & bldg depreciation
Miscellanecus

Total overhead expenses per acre
Total dir & ovhd expenses per acre

Net return per acre

Lbr & mgt charge per acre
Net return over lbr & mgt
Government payments

Net return with govt payments

Cost of Production

Total direct expense per bushel
Total dir & ovhd exp per bushel
With labor & management

Avg. Of

All Farms

184
84

123.59
33.63
67.14

3.29
73.98
4.00
77.98

.96
.78
.36
.24
.53
.93
.12
.70
.53
.14
.84

B

o '
L0 00 & B o T o T N T W T T 3 T O B

.50
.34
.22
.18
.50
.20
.80
.13
.48
262

Lo s R S o R R e R S L

-3

12.05
-10.69
14.83
3.%4

2.58
3.39
3.93

Low 20%

23

16

155.82
26.98
68.99

3.07
56.56
10.36
66.92

8.60
15.59
13.79

6.82

6.84
13.13

1.92

4.73

0.75
72.58
-5.66

3.50
3.789
1.58
1.32
0.78
3.65
7.02
1.89
23.62
96.19

-29 .28

13.28
-42 .56
18.37
-24.19

3.90
5.17
5.88

High 20%

134.
a1,
65.
3.
9p.
Co2.
93,

5.
S.
10.
3.
6.
9.
2.
2.
- 0.
49,
43,

Oy b2
Iy ) S B e I o o I o

[
o

11.
.48
.06
.54

17
12
29

1.
2.
2.

32
17

16
41
18
37
58
90
48

67
78
46
75
28
03
15
31
03]
51
96

.33
.14
.90
.38
.37
.73
.25
.88
A7
.98

.49

01

83
41
82

Page 1 of 2
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Total exp less govit & oth income 3.10 4.34 2.26
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TABLE 11 - 4
Crop Enterprise Analysis, 2001
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return)

Wheat, Spring on Owned Land

- Avg. Of
All Farms Low 20% High 20%
Number of fields : 239 53 49
Number of farms 132 26 26
Acres 141.55 121.08 219.40
Yield per acre {(bushel) 34.14 27.08 43 01
Operators share of vield % 1G¢0.00 100.00 100.00
Value per bushel 2.85 2.85 2.9¢6
Other product return per acre 0.09 - 0.17
Total product return per acre 100.87 7%.89 127.64
Miscellaneous income per acre 3.56 3.15 3.486
Gross return per acre 104.43 83.04 13i.10
Direct Expenses
Seed 7.75 7.47 7.15
Fertilizer 18.00 17.51 20.22
Crop chemicals 12.19 15.43 10.58
Crop insurance 5.76 7.10 4.77
Fuel & oil 7.75% 9.54 7.37
Repairs 10.18 13.30 9.39
Custom hire 3.60 . 5.78 3.16
Operating interest 2.37 4.01 1.72
Migscellansous : 0.40 0.006 0.70
Total direct expenses per acre 68.06 80.14 65.10
Return over direct exp per acre - 36.37 2.91 66.00
Cverhead Expenses
Hired labor 3.12 4.04 4.36
Machinery & bldg leases 0.396 0.57 0.79
RE & pers. property taxes 4,30 5.49 4.09
Farm insurance - i 1.80 2.34 1.78
Utilities 1.38 2.24 1.02
Interest 13.89 20.46 8.75
Mach & bldg depreciation 8.14 7.9%4 g.65
Miscellaneous . 2.71 2.92 2.78
Total overhead expenses per acre. 36.29 46.02 32.24
Total dir & ovhd expenses per acre 104.35 126.15 97.33
Net return per acre 0.08 -43 .11 33.76
Lbr & mgt charge per acre 13.04 16.78 11.00
Net return over lbr & mgt -12.86 -55.89 22.77
Government payments 17.88 20.8¢0 17.23
Net return with govt payments ' 4 .92 -35.00 40.00
Cost of Production
Total direct expense per bushel 1.89 2.96 1.51
Total dir & ovhd exp per bushel 3.06 4.66 2.26
5.28 2.52

With labor & management 3.44
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Total exp less govt & oth income 2.81 4.39 2.03
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TABLE 11 - §
Crop Enterprise analysis, 2001
North Daketa Farm Business Management Education Program
State Report
{Farms Sorted By Net Return}

Wheat, Spring on Cash Rent

Avg. Of
2ll Farms Low 20% High 20%
Number of fields 448 98 75
Number of farms 164 32 33
Acres 144 .32 114.20 173.53
Yield per acre (bushel} 32.34 26.82 41.09
Operators share of yield % _ 100.00 100.00 100.00
Value per bushel 2.95 2.94 3.04
Other product return per acre 0.04 . 0.04 -
Total product return per acre 85.49 78.81 124,77
Miscellaneous income per acre : 6.35 8.06 6.57
Gross return per acre 101.84 86.87 131.34
Direct Expenses :
Seed 7.65 .23 .14
Fertilizer 18.64 19 .65 18.15
Crop chemicals 11.%4 18.13 10.29
Crop insurance 6.38 B.23 5.29
Fuel & oil 7.14 8.08 6.35
Repairs 10.07 14.35 ) 9.19
Custeom hire 3.68 4.61 4.14
Land rent 29.42 30.62 25.27
Operating interest 3.10 3.1%9 2.56
Miscellaneous 0.36 .18 1.28
Total direct expenses per acre 88.35 116.28 89.69
Return over direct exp per acre 3.4% -29.41 41._64
Overhead Expenses
Hired labor 3.08 3.79 4.30
Machinery & bldg leases 1.72 3.10 2.07
Farm insurance 1.60 2.04 1.37
Utilities 1.29 1.861 1.03
Dues & professional fees 0.33 0.58 0.18
Interest 3.69 4.72 2.49
Mach & bldg depreciation ) 8.25 8.76 65.489
Miscellaneous - 2.11 2.43 2.01
Total overhead expenses per acre 22.07 27.02 19.95
Total dir & ovhd expenses per acre 120.42 143.30 109.65
Met return per acre -18.58 -56.43 21.69
Lbr & mgt charge per acre 12.78 14.28 11.2¢6
Net return over lbr & mgt -31.386 -70.72 10.43
Government payments ' 17.15 16.83 16.24
Net return with govt payments -14.21 -53.88 26.66

Cost of Productiocon
Total direct expense per bushel 3.04 4.34 2.18
Total dir & ovhd exp per bushel 3.72 5.34 2.67
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With labor & management ©4.12 5. .
Total exp less govt & oth income 3.39 4.95. 2.39
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TABLE 11 - 6
Crop Enterprise Analysis, 2001
North Dakecta Farm Business Management Education Program
State Report
{Farms Sorted By Net Return)

Wheat, Spring on Share Rent

g avg. Of
All Farms Low 20% High 20%
Number of fields 218 34 48
Number of farms 83 16 17
Acres ’ 123 .11 83.42 143 .63
Yield per acre (bushel} 32.86 30.83 40.59
Operators share of vield % 67.73 70.32 68.01
Value per bushel 2.91 2.77 2.94
Total product return per acre 64.59 60.44 80.77
Miscellaneous income per acre _ 2.28 1.41 2.02
Gross return per acre 66.87 61 .85 82.75
Direct Expenses
Seed 7.01 g.10 6.92
Fertilizer 15.89 19.15 14.74
Crop chemicals 10.91 15.25 " 11.28
Crop lnsurance 5.12 5.85 4.66
Fuel & oil 7.77 7.96 7.21
Repairs 10.39 15.594 9.04
Custom hire 2.10 4.56 1.26
Operating interest 2.54 3.67 1.74
Miscellaneous 0.95 0.40 1.06
Total direct expenses per acre 62.68 80.98 57.90
Return over direct exp per acre 4.19 -19.13 24.89
Overhead Expenses .
Hired labor 2.88 3.50 2.83
Machinery & bldg leases 1.60 0.93 1.80
Farm insurance 1.46 2.54 1.47
Utilities 1.20 1.34 1.07
Dues & professional fees ] 0.41 .99 0.44
Interest 3.45 5_.98 2.85
Mach & bldg depreciation 6.63 10.69 5.43
Miscellaneous 1.80 2.00 1.80
Total overhead expenses per acre ) 19.44 28.37 17.88
Total dir & ovhd expenses per acre 8z2.12 109.35 75.79
Net return per acre -15.25 ~-47 .50 7.01
Lbhr & mgt charge per acre 1z2.29 . 15.12 10.83
Net return over lbr & mgt -27.55% -62.62 -3.92
Government paywents 12.26 12.28 11.87
Net return with govt payments -15.29 ~-50.35 8.05
Cost of Preduction
Total direct expense per bushel 2.82 3.72 2.10
Total dir & ovhd exp per bushel 3.69 5.03 2.75
With labor & management 4.24 5.72 3.14
Total exp less govt & oth income 3.59 5.09 2.63
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TABLE 11 - 4
Crop Enterprise Anaiysis, 2002
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return)

Wheat, Spring on Owned Land

Ly . Of
All Farms Low 20% High 20%
Number of fields 223 41 50
Number of farms 129 26 26
Acres 131.86 143 .19 131.47
Yield per acre {(bu.) 22.34 14.81 30.19
Operators share of yield % 100.00 100.00 100.00
Value per bu. ' 4.00 3.89 4.07
Other product return per acre 1.48 1.83 1.86
Total product return per acre 90.88 59.42 124.85
Miscellaneous income per acre 20.53 13.97 21.29
Gross return per acre 111.41 73.39 146.14
Direct Expenses
Seed . 7.08 7.66 7.80
Fertilizer 15.24 16.98 16.27
Crop chemicals 12.62 12.92 12.81
Crop insurance 5.38 4.59 5.46
Fuel & oil 5.84 5.98 5.59
Repairs 9.77 10.51 8.08
Custom hire 2.40 2.72 1.61
Operating interest 2.06 S 2.77 1.46
Miscellaneous 0.53 1.05 . 0.38
Total direct expenses per acre 60.92 £5.20 59,54
Return over direct exp per acre 50.49 8.19 86.60
Overhead Expenses
Hired labor 2.83 4.31 3.41
Machinery & bldg leases 0.89 0.96 0.92
RE & pers. property taxes 4.35 3.87 4.47
Farm insurance . 1.82 1.85 1.76
Utilities o 1.56 1.40 1.51
Interest 12.97 19.34 6.82
Mach & bldg depreciation 8.54 6.85 10.58
Miscellaneous : 2.54 2.981 2.51
Total overhead expenses per acre- 35.44 : 41.5¢ 31.9%
Total dir & ovhd expenses per acre 96.36 106.7%9 91.53
Net return per acre 15.05 ~33.40 .54.62
Lbr & mgt charge per acre 12.73 12.19 13.07
Net return over 1br & mgt 2.33 -45.55 41.54
Government payments 8.4%9 8$.90 8.43
Net return with govt payments ' 10.82 ~36.69 49 .98
Cost of Production .
Total direct expenss per bu, 2.73 4 .40 1.97
Total dir & ovhd exp per bu. 4.31 7.21 3.03

With labor & management 4.88 8.03 3.46
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Total exp less govt & oth income 3.52 6.37 2.42
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TABLE 11 - 5
Crop Enterprise Analysis, 2002
North Dakota Farm Business Management Education Program
State Report
{Farms Sorted By Net Return)

Wheat, Spring on Cash Rent

- Avg. Of-
All Farms Low 20% High 20%
Number of fields : 389 61 9z
Number of farms 145 29 29
Acres 157.26 184.40 116.32
¥Yield per acre (bu.) 23 .54 15.84 ' 29.71
Operators share of yield % 100.00 100.00 100.00
Value per bu. 4,05 3.80 4.24
Other product return per acre 0.72 0.73 0.44
Total product return per acre 96.12 60.85 126.25
Miscellaneous income per acre 19.88 20.89 26.22
Gross return per acre 116.00 81.74 152.51
Direct Expenses
Seed 7.23 7.07 7.85
Fertilizer 12.83 16.11 13.83
Crop chemicals 12.57 13.58 13.44
Crop insurance 5.45 4,77 6.44
Fuel & oil 5.32 5.92 6.01
Repairs 95.09 8.26 9.24
Custom hire 3.02 1.78 2.16
Land rent 25.72 28.74 29.31
Operating interest 2.23 2.04 2.03
Miscellaneous 0.54 0.32 0-.06
Total direct expenses per acre 89.99 88.58 90.36
Return over direct exp per acre 26.01 ~6.85 62.14
Overhead Expenses
Hired labor 2.83 5.30 1.99
Machinery & bldg leases 1.67 2.76 1.13
Farm insurance . 1.48 1.95 1.30
Utilities 1.21 1.26 1.24
Interest 2.32 2.68 2.57
Mach & bldg depreciation . 8.52 7.82 6.55
Miscellaneous - 2.18 3.01 2.20
Total overhead expenses per acre. 20.21 24.79 16.98
Total dir & ovhd expenses per acre 110.20 113.37 107 .35
Net return per acre 5.80 -31.64 45.16
Lbr & mgt charge per acre 11.66 10.58 12,79
Net return over lbr & mgt -5.86 -42 .21 32.37
Government payments 8.76 8.95 8.68
Net returm with govt payments ' 2.90 - -33.286 41.04
Cost of Production
Total direct expense per bu. 3.82 5.59 3.04
Total dir & ovhd exp per bu. 4.68 7.16 3.861

with labor & management 5.18 7.83 4.04
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Total exp less govt & oth income 3.93 5.90 2.85
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TABLE 11 - 6
Crop Enterprise Analvsisg, 2002
North Dakota Farm Business Management Education Program
State Report :
{Farms Sorted By Net Return}

Wheat, Spring on Share Rent

Avg. Of
All Farms: TLow 20% High 20%
Number of fields 172 22 55
Number of farms 79 16 i6
Acres 134.30 205.81 101.08
Yield per acre (bu.) 26 .07 14.40 36.58
Operators share of vyield % 67.70 67.64 69.07
Value per bu. 4 .05 3.76 4.21
Other product return per acre 0.04 - -
Total product return per acre 71.52 36.63 - 106.49
Miscellaneous income per acre .27 9.81 3.88
Gross return per acre 78.80 46.44 110.37
Direct Expenses .
Seed 6.04 6.07 6.53
Fertilizer 13.49%9 16.40 12.35%5
Crop chemicals ' 10.41 10.83 10.58
Crop insurance 4.05 4.46 4.19
Fuel & oil 5.42 5.27 6.42
Repairs ' 9.83 10.53 9.53
Custom hire 1.20 1.10 0.32
Operating interest 1.97 1.34 2.35
Miscellaneous 0.44 2.08 0.05
Total direct expenses per acre 52.87 58.18 52.40
Return over direct exp per acre 25.93 -11.74 57.97
Overhead Expenses
Hired labor 2.67 2.86 2.42
Machinery & bldg leases 1.19 1.05 2.04
Farm insurance 1.42 1.87 1.30
Utilities” . 1.23 0.79 1.28
Interest 2.23 2.18 2.81
Mach & bldg depreciation 6£.70 6.54 £.15
Miscellanecus 1.77 1.85 1.14
Total overhead expenses per acre ) 17.22 17.24 17.13
Total dir & ovhd expenses per acre 70.09 75.42 69.53
Net return per acre 8.71 -28.98 40 .84
Lbr & mgt charge per acre 11.17 . 9.65 12.29
Net return over lbr & mgt -2.46 -38.62 28.55
Government payments 6.02 6.77 6.13
Net return with govt pavments _ 3.56 -31.85 34.68
Cost of Production
Total direct expense per bu. 3.00 5.97 2.07
Total dir & ovhd exp per bu. 3.987 7.74 2.75
With labor & management 4.60 8.73 3.24

Total exp less govt & oth income 3.85 7.03 2.84
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Crop Production by Enterprise

This section of the analysis specifically looks at the crops raised by the producers in the program. The
tables and charts show the income generated crop by crop and the corresponding expense categories.
Three key factors determining long term profitability for any crop are:

1 Consistent high yields
2 Price received (marketable value}
3 Low total production costs

Several of the crop tabies have pie charts which visually show where money was spent on the 2001
crop. The line charts show the average yields combined with the average value at harvest. Government
payments received are not included in the graphs.’ '

Crop Return:

The analysis tables show average yield and the gross return per acre for 2001. Other crop
income includes afterrmath grazing, straw, and crop insurance receipts.

Variable Cosis:

Out-of-pocket costs for fertilizer, crop chemicals, seed, hired labor and other direct
expenses. These are actual costs that were assigned to each crop by the producer.

Allocated Costs:

These costs include fuel, repairs and upkeep, depreciation, and other overhead expenses,
that must be paid for by the business. The computer allocates these expenses using the
work unit designation listed on line 52.

Actual Land Ownership or Rental Costs are the dollars spent by the cooperator to either
own or rent land. Actual land ownership costs are all real estate interest actually paid
plus real estate taxes divided evenly over alil of the operators owned land. if the land was
rented, line 37 would then be the value of the landlord’s share of the crop minus the value
of the expenses or the cash rent paid.

Supplementary Management Information:
This section shows the costs and returns per unit for each crop and the computed amount
needed to cover family living expenses and break even yields. The average sales price
received is for all sales of that crop during the year.

Note: -

Some crop tables have been deleted from this report because of the small number of farms
engaged in these crops and to maintain confidentiality of those contributing to this report.

The columns headed 'Average’, 'High', and 'Low’ in this section show the average for all the
fields in that category. The figures in the "High' and 'Low' columns are split based on the
'‘Return Over Variable Casts’, line 21.
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Table 10
Averags
_Spring Wheag _ — ofall Flelds _
3 Acres 74.9
Par Acre

4 Yleld Per Acre (bushais) 35.6
5 Value per Bushel - $ 2.93
§ Crop Product Return $ 104.26
7 Other Crop Income* $.92
8 Total Crop Return $ 111,18

Varlable Costs
10 Fertiflzer 20.01
11 Chemicals 8.57
12  Seed Expense 7.62
13  Crop Drying 0.35
14 Crop Insurance 4.09
15 Other Expenses n.92
16 Special Hired Labor 0.09
17 Custom Work Hired & Lasse Expense 2.68
18 irrigation Operation
19 Assigned Interest
20 Total Variable Costs 44.31
21 Raturn Over Variable Costs 66.87

Allocated Costs (Variable & Fixed)
31 Farm Power & Machinery - Ownershlp 5.66
32 Farm Power & Machinery - Opsration 11.39
33 Building & Fence Cost 1.44
34 Irrigation Owmnarship Cost .
37 Actual Land Ownaership or Rental Costs 35.37
38 Utilities & Genaral Farm Expense 3.90
39 Hired Labor 3.30
41  Actua! Non-Real Estate int. Allocated 6.03
42 Total Allocated Costs §7.09
43 Total Listad Costs < 111.40
44 Return Over Listed Costs $ (0.22)
50 Land Opportunity Ownership Cost 3 30.28
81 Total Cost Ad] to a Min 7% Interest 3 111.76
52 Work Unlts Assigned per Acre 0.30
53 Power Cost Allocation Factor 0.99

54 Total Listed Cost per Bushel L 3.13

54A  Total Prod Costs incl. Net Famlly Living $ 3.49
55 Total Adjusted Cost per Bushel $ 314
56 Cash Variable Cost per Bushel $ 1.94
57 Raeturn Dver Llsted Costs per Bushsl $ (¢.01)
58 Breakeven Yleid - Bushels per Acre (xx.xx) 38.04
59 Total Acre inches of Water Applied
60 Cost of Irigation™
81  Average Price Recelved per Bushel Sotd $ 2.17
62 Bushels Sold (Operator's Share} 1,298

* Includes crep Insurance receipts and stubble grazing.
* Does not inciude interest costs
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Spring Wheat

1 Acros

4 Yleld Per Acrs {busheis)
$ Valus par Bushal

§ Creop Product Return

7 QOther Crop income®

3  Totsl Crop Return

Variabla Cosis
10 Fertilizer
11 Chemlzals
42 Saed Expanse
13 Crop Drylng
14 Crop Insurance
18  Other Expenszes
18  Speclal Hired Labor
17 Cuxtom Work Hired & Laase Expanse
18 krgation Operation
19 Asslgnaed Interost
0 Tota! Varlable Costs
21 Raturn Ovar Varlabla Cosgts

Aliocated Costs (Variabie & Fixed)

31 Farm Power & Machinery - Ownership
.32 F#rm Pewar & Machinery - Operation

31 Building & Fence Cast

34 Irrigation Ownership Cost

37 Actiaal Land Ownarship or Renlal Costs

38 Utilitles & Goneral Farm Expense

33 Hlred Labor

41 Actual Non-Real Estats Int. Allocaled

42 Total Allocated Costs

43 Tota! Listed Costs
a4 Returns Ovor Listed Costn

4 v I Ae¢
14 q¥m¥ 1o s

30 Land Opperunity Qwnership Cost
51 Total Cosal Ad] to a Min 7% Intarest

52 Work Units Assigned par Acre
33 Powor Cost Allocation Factor
&4 Totai Listed Coat per Bushel

$4A  Total Prod Costs Incl. Net Famlly Living
55 Total Adjusted Cout per Bushel
38 Cash Variable Cost per Bushel

Return Qver Listad Costs per Bushat
Breakeven Yigld » Bushaig per Acras (xx.xx)
Total Acre inches of Water Applied

Cosi of irrigation®*

Avsraga Price Recelved per Bushel Sold
Bushels Sold (Operator's Share)

g2za%q

Tabie 10

29 Ealds

Averaga

Sf"‘:“\? it Takle

V-
High

— ofallFloids  __ ReluroFlelds

1420

Par Acre

48.0 -

$ 255
3 144,32

872
$ 151.04

24.74
1132
7.40
0.02
4.86
1.18

14

82.97
28.07

8.9%
1372
1.25

39.25
458
6,63
580

78.33

., 13130
$ 19.74

L wd— . %0, 58/ Hou-

118.8

Par Acre
5319
3.20
170.79
1421
184.10

21.78
7.80
6.04

8.21
0.62

.93

45.40
145,70

048
18.84
1.32

80.34
8.81
11.19
T.i2
102.26

147.680
41.44

Supplementary Management information
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0.30
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4438
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288
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11184

L
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.76
2.32
1.88

*r 4 4
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41.70
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Tabie 10
Average High Low
Spring Wheat —— T Return Fialds Return Fleids
3 Acres ' 141.5 76.8 186.9
Par Acre Por Acrg Per Acre
4 Yiseld Per Acre (bushels) 493 58.8 44.9
5 Value per Bushel . $ 2.68 5 2.67 $ 2.6
8 Crop Product Return 3 131.00 L 157.01 5 119.28
7 Other Crop Income* 4.68 16.93 (.33
8 Total Crop Return $ 135.68 ¥ 173.94 s 119.61
Varable Costs
10  Fortilizer 28.64 25.72 27.72
11 Chemicals 10.05 475 12.85
12 Sood Expenze 5.854 3 6.83 5.47
13 Crap Diying 0.11 § 0.08
14 Crop Insurance 413 | 372 | 4.18
15 Other Expenses 0.88 3 8.30 1.27
_ 16 Speclal Hired Labor
17 Custom Work Hired & Lease Expense 535 N 11.55 1.80
18 Irrigation Qperation
19  Assigned Interest ; ;
20 Total Variahle Costs A34% 52.75 42.8% 5539
21 Return Over Varlable Costs :' 12119 § 64,22
Allocated Costs (Variable & Fixed)
31 Farm Power & Machlnery - Ownarship 9.18 5.74
32 Farm Power & Machinery - Operation 18.44 | 1743
332 Bullding & Fonce Cost 2.53 2.03
34 hrigation Ownership Cost .
37 Actual Land Ownership or Rental Costs 56.53 33.12
3@ Utllitles & Genaral Farm Expense €.80 4.30
38  Hired Lahor 6.97 4.48
41  Actual Non-Real Estats int. Allocated 4.93 6.58
42 Total Allocated Costs 105.38 T4.69
43 Totai Listed Costs ] 158.13 130.08
44 Retumn Over Listod Costs 5 15.81 (10.47)
Supplementary Management information
50 Land Opportunity Ownership Cost’ $ 3205 $ 47.58 L3 29.60
51 Total Cost Adj (o a Min 7% Interest 3 136.98 $ 163.05 $ 12987
B2  Work Units Assigned per Acre : 0.20 0.30 0.30
53 Powaer Cost Allocation Factor 1.00 1.00 1.00
54 Total Listad Cost per Bushel $ - 275 s 2.69 3 2,90
54A  Total Prod Costs Incl. Net Family Livin $ 3.03 5 2.88 $ 3.30
§5 Toetal Adjuzted Cost per Bushe) $ 278 5 277 % 2.89
56 Cash Variable Cost per Bushe! $ 1.79 L 1.53 3 1.86
57 Restum Over Listad Costs per Bushel $ s 0.27 $ (0.23)
58 Broaakeven Yield - Bushels por Acre [x.xx) 51.05 59.22 . 4897
59 Total Acre inches of Watar Applied
&0 Cost of Iirigation™
&1 Avearaga Price Received per Bushel Sold $ 2.29 - 3.07 $ 218
62 Bushels Sold {Operator's Share) a53 - 282 1,730

* includes crop Insurance recsipty and stubble grazing.
** Does not Inciuda mhmut costs
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“Table 10
- Average High
Spring Wheat of al| Fields Return Fieids
3 Acres 131.6 140.9
Per Acre Per Acre
4 Yield Per Acre (bushels) 339 43.9
5§ Value per Bushel $ 3.72 $ 3.72
6 Crop Product Return ) - $ 126.05 $ 163.43
7 Other Crop Income* 0.59
8 Tatal Crop Return $ 126.64 8 163.43
‘Variable Costs
10  Fertilizer 25.16 22.97
11 Chemicals 5.75 5.45
12  Seed Expense 8.1 5.81
13  Crop Drying
14 Crop insurance 4.82 4.86
15 Other Expenses 1.89 2.41
16  Special Hired Labor 0.36 0.70
17 Custom Work Hired & Lease Expense 2.72 .27
18  Irrigation Operation
19  Assigned Interest
20 Total Variable Costs 48.81 45.47
21 Return Over Variable Costs 77.83 117.96
Allocated Costs {Variable & Fixed) .

31 Farm Power & Machinery - Ownership 593 7.23
32 Farm Power & Machinery - Operation 13.35 : 18.18
33 Building & Fence Cost 240 ¢ 3.92
34 Ilrrigation Ownership Cost
37 Actual Land Ownership or Rental Costs 33.87 45.51
38 Utilities & General Farm Expense 5.1 8.31
39 Hired Labor 7.01 10.13
41 Actuai Non-Real Estate Int. Allocated 2.85 3.27
42 Totatl Allocated Costs __59.3% 7112 68.0% 86.55
43 Total Listed Costs 119.93 142.02
44 Return Over Listed Costs 5 6.71 3 21.41

Supplementary Management information
50 Land Opportunity Ownership Cost $ 2597 $ 32.31
51 Total Cost Adj to a Min 7% Interest $ 125.11 $ 150.55
52 Work Units Assigned per Acre 0.30 0.30
53 Power Cost Allocation Factor 1.00 1.00
54 Total Listed Cost per Bushel $ 3.54 5 3.24
54A Total Prod Costs Inci. Net Family Living $ 3.88 $ 343
55 Total Adjusted Cost per Bushel $ 3.69 $ 343
56 Cash Variable Cost per Bushel 3 2.29 -8 " 1.94
57 Return Over Listed Costs per Bushel $ $ 0.49
58 Breakeven Yieid - Bushels per Acre (xx.xx) 32.25 - 38.15
59 Total Acre Inches of Watar Applied '
60 Cost of Irrigation*
61 Average Price Received per Bushel Sold $ 3.39 3 3.57
62 Bushels Sold {Cperator's Share) 1,773 2,416

* Includes crop insurance receipts and stubble grazing.

** Does not inciude interest cosis
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Agriculture and Related Information
Statulory Background FY 1996 $1.463 billion additional payments of $2.857

FY 1997 $1.414 hillion billion to PFC helders for the FY

The 1996 farm bill provides for FY 1998 $1.523 billion 1998 contract period, of which
fixed, but declining transition pay- FY 1999 $1.471 billion $750 million was allocated to wheat
ments; nonrecourse marketing FY 2000 $1.347 billion PFC holders. The Agriculture,
assistance loans with marketing FY 2001 $1.085 billion Rural Development, Food and Drug
loan provisions; and foan deficiency  FY 2002 $1.053 billion Administration, and Related

payments for the 1996-2002 crops
of wheat.

Production Flexibility
Contracts

Payment Eligibility

Producers who enrclled in 7-year
production flexibility contracts
{(PFC) during the one-time signup
held in 1996 are eligible to receive
contract payments. A farm was
eligible for enrollment if it had a
wheat acreage base established for
1996. Once the farm is enrolled,
the crop acreage base becomes
contract acreage. Farms not
enrolled during the one-time signup
period are ineligible for program
benefits, unless they are currently
under a Conservation Reserve
Program {(CRP) contract with an
associated crop acreage base
reduction.

Payments

For each of the 1996-2002 crops of
wheat, the 1996 farm bill allotted a
fixed amount of funds te holders of
wheat production flexibility con-
tracts. For wheat, the funds, allotted
by fiscal year, are:

Wheat PFC payment rates are
based on the eligible contract
quantities that are computed by
multiplying a producer’s wheat
contract acres times the wheat
program yield on the farm times
0.85. Actual payment rates for FY
1996 through FY 2000 and esti-
mated payment rates for FY 2001
to 2002 are listed in the table
below.

Payment Rates For Wheat:

FY 1996 - 2002 1/
(% per bu.)
Fiscal PFG Additionat Jotal 1/
Year Payments Paymenis Payments
1996 87 — .B7
1897 B3 — B3
1998 .66 33 .89
1999 B4 .64 1.28
2000 5% .64 1.23
2001 A7 — A7
2002 46 — 46
1/ Actuai payrmenis for FY 1926-2001.
Estimated payments for FY 2002.

Additional Paymenis to Holders
of PFCs

The Omnibus Consoelidated and
Emergency Supplemental
Appropriations Act, 1999, provided

Agencies Act, 2000, provided
additional payments of $5.544
billion to PFC holders for the FY
1999 contract period, of which
about $1.471 billion was allocated
to wheat PFC holders. The
Agricultural Risk Protection Act of
2000 provided additional payments
to 2000-crop wheat PFC holders at
the same rate as was paid on the
1999 crop. These payments were to
be made between September 1 '
and September 30, 2000. The
payment rates applicable to the
additional payments are listed in
the table above.

Planting Flexibility

Any commodity or crop may be
planted on contract acreage on the
farm, except fruits and vegetables
{other than lentils, mung beans,
and dry peas). However, fruits and
vegetables may be grown under the
following situations:

1. In any region with & history of
double cropping of contract
commodities with fruits and

-vegetables;

2. On a farm with a history of
planting fruits or vegetables,
except that the contract

1
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payment will be reduced by an
acre for each acre planted to a
fruit or vegetabie on the farm;
and

3. By a producer with an
established history of planting a
specific fruit or vegetable,
except that the area planted

~ may not exceed the producer’s

average annual plantings in the
1991-1995 crop years
(excluding any year with no
plantings) and that a contract
payment will be reduced by an
acre for each acre planted to
the fruit or vegetable.

Marketing Loan Provi-
sions

Marketing loan provisions enable
producers to either obtain a nonre-
course marketing assistance loan
or a loan deficiency payment on all
or a part of their eligible production.

Eligibility Requirements

To qualify for a marketing assis-
tance loan or a loan deficiency
payment on wheat, producers
rmust:

m Have, with the exception of the
2000 crop, produced the wheat
on a farm that is enrolled in a
production flexibility contract
(For the 2000 crop only, the
Agricultural Risk Protection Act
of 2000 extended eligibility to
receive LDPs for contract
commedities to producers on a
farm not enrolled in a PFC),

m  Comply with applicable conser-
vation and wetland protection
requirements,

2

m Report the planted acreage for
the crop, and

m Have beneficial interest in the
commodity on the date the loan
or a loan deficiency payment is
requested and, in the case of a
loan, be retained while the loan
is outstanding.

Beneficial Interest

A producer has beneficial interest
in the commodity if all of the
following remain with the producer:
(1} control of the commedity,

(2) risk of loss, and (3} title to the
commodity.

For further information on beneficial
interest, see the fact sheet on
“Beneficial Interest Requirements
For Loans and Loan Deficiency
Payments, Excluding Sugar and
Tobacco” or contact a local FSA
county office.

Loan Rales

The 1999, 2000, and 2001 national
average marketing assistance loan
rate for wheat is $2.58 per bushel.
Rates are set annually based on a
formula and the discretion of the
Secretary of Agricuiture.

Generally, the loan rate cannot
exceed $2.58 per bushel or be
lower than 85 percent of the simpie
average price received by
producers during the marketing
years for the immediate preceding
five crops, excluding the highest
and lowest prices. However, if the
stock to use ratio (S/U) is greater
than or equal to 15 percent, but
less than 30 percent, the Secretary
has the discretion to reduce the

formuia toan rate up to 5 percent. I
the S/U equals or exceeds 30
percent, the Secretary may reduce
the loan rate up to 10 percent.

Loan rates: (1) vary among
counties, (2) are based on the
county where stored, and (3) may
be adjusted by the Commodity
Credit Corporation (CCC) with
premiums and discounts to reflect
grade, subclass, and quality factors

- of a given quantity placed under

loan.
Loan Settlements

Loans mature on the last day of the
ninth calendar month following the
month in which the loan is
approved.

Producers may settle their
outstanding nonrecourse loan:

m During the 9-month loan period
by repaying the loan, or

m  Upon maturity by forfeiting the
commodity to the CCC.

Marketing loan provisions enable
producers (under certain
conditions) to either: (1) repay a
marketing assistance foan at less
than the lean rate plus accrued
interest and other charges, or (2)
receive a joan deficiency payment
in lieu of obtaining a loan.

Loan Repayment Rates

The loan repayment rate is the
lower of {1) the applicable county
loan rate plus accrued interest and
other charges (per bushel), or

(2} the local posted county price
(PCP).

< continues
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PCPs are established daily at each
county FSA office. They are based
upon the previous day’s prices for
wheat at two CCC-assigned
terminal markets. The PCPs are

" then adjusted to reflect quality and
location.

Marketing Loan Gains and Loan
Deficiency Paymenis

Producers may realize a marketing
loan gain if they repay their loans
when the PCP is less than the loan
rate. The marketing loan gain rate
equals the amount by which the
applicable county lcan rate ex-
ceeds the loan repayment rate for
the respective loan.

Producers who are eligible to
abtain a loan, but who agree to
forge the lean, may obtain a loan
deficiency payment. The loan
deficiency payment rate equals the
amount by which the applicable
couniy loan rate exceeds the PCP
for wheat. The loan deficiency
payment equals the loan deficiency
payment rate times the eligible
bushels of wheat for which the loan
deficiency payment is requested.

Final Loan/Loan Deficiency
Payment Availability Dates

The final lcan/loan deficiency
payment availability date for 2000-
crop wheat is March 31, 2001,

- Production Evidence

Any producer who repays a loan at
less than the loan rate plus accrued
interest and other charges or

receives a toan deficiency payment
may be required to provide produc-

tion evidence acceptable to CCC,
such as evidence of sales, ware-
house receipts, and load summa-
ties ffom the warehouse, buyer, or
Processor.

Payment Limitations

In general, the total amount of
production flexibility contract
payments to an individual may not
exceed $40,000 for all
commodities. In addition, the sum

-of locan deficiency payments and

marketing loan gains for all
commodities is limited to $75,000

per person, except for the 1999 and

2000 crops.

The payment Eimit for LDPs/MLGs
was mandated at $150,000 for the
1999 crop only by the Agriculture,
Rural Development, Food and Drug
Administration, and Related Agen-
cies Appropriations Act (Appropria-
tions Act}, 2000. The payment limit
for the 2000 crop is mandated at
$150,000 by the 2001 Appropria-
tions Act. When a producer is likely
to reach the payment limit for
LDPs/MLGs, commodity certifi-
cates may be used to exchange the
outstanding loan obligation at or
betore loan maturity.

Wheat Marketing Loan/l oan Deficiency Payment Examples

a} Applicable county loan rate
b) Accrued interest '

d) PCP

g) Waived interest,

Marketing Loan Examples Under Various Price Scenarios
($ per bushel)

¢} Loan rate plus accrued interest 1/

e) Loan repayment rate; {lower of ¢ or d)
f) Marketing Loan Gain; [greater of 0 or (a - e})]

lesser of ([greater of 0 or {c - e)] or b)

1/ Interest for @ months based on 7 percent annual interest rate.

Price Scenario

1 2 3
258 258 258
.14 0.14 0.14
272 272 272
3.00 265 2.50
272 265 250
000 0.00 0.08
0.00 0.07 0.14

The United States Department of Agriculturs (USDA) prohibits discrimination in ail its programs and
activities on the basis of race, color, national origin, sex, religion, age, disability, political beliefs,
sexual orientation, or marital or family status. (Not ail prohibited bases apply to all programs.) Per-
sons with disabilities who require alternative msans for communication of program information
{Braille, large print, audictape, etc.) should contact USDA’s TARGET Center at 202-720-2600

{voice and TDD).

To file a complaint of discrimination, write USDA, Directar, Gffice of Givil Rights, Room 326-W,
Whitten Building, 1400 Independencs Avenue, SW, Washington, DC 20250-9410 or calf (202) 720-
5964 (voice and TED), USDA is an equal opportunity provider and employer.
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WHEAT PROGRAM SUMMARY
Acreage Acreage Diversion
Number Allotment/Base Nationat Set-Aside Payments, Deflciency/
Crop of Farms on Farms Acreage on Farms Diversion Contract
Year Participating Participating Allotment/Base 1/ Participating & SGE&H 2/ Payments
1980 not avail. not avail. 55,000,000 none none none
1961 not avail. not avail. 55,000,000 nene none none
1962 77774 41,183,000 55,000,000 10,899,000 $285,524,000 nene
1963 409,890 25,023,000 55,000,000 7.161,000 163,394,000 $79,200,000 3/
19264 584 955 39,267,000 53,200,000 5,123,000 32,716,000 410,176,000
1965 819,535 43,485,000 53,300,000 7.185,000 36,882,000 472,338,000
1966 809,079 42,120,000 51,600,000 8,267,000 26,158,000 655,186,000
1967 769,295 56,887,000 68,200,000 nene none 727,053,000
1968 803,050 50,155,000 59,300,000 none none 745,574,000
1969 953,318 45,243,000 51.600,000 11,097,000 71,612,000 784,336,000
1970 923,302 38,867,000 45,500,000 15,723,000 62,548,000 808,458,000
1971 1,011,854 18,122,000 19,700,000 &/ 13,500,000 = none 885,853,000
1972 976,338 18,314,000 19,700,000 4/ 20,106,000 132,000,000 726,670,000
1973 1,053,360 17,783,000 18,700,000 4/ 7,372,000 103,024,000 375,226,000
1974 N/A : N/A B/ 55,000,000 NA N/A N/A
1975 N/A N/A 53,500,000 N/A N/A N/A,
1978 N/A N/A 61,600,000 N/A N/A N{A
1977 NfA NiA 62,200,000 nene none 996,416,000
1978 not avail. 41,965,000 58,800,000 ¥/ 8,600,000 15,116,000 617,353,000
1979 not avail. 36,142,300 70,100,000 7/ 8,200,000 nong none
1980 666,143 73,348,613 75,000,000 7/ none noneg none
1881 782,608 81,725,768 o/ 84,500,000 7/ nong none 414,588,000
1982 222 12 43,753,209 90,661,347 7/ 5,800,000 none 476,500,000
1883 488,013 70,102,741 80,186,265 30,017,000 308,200,000 769,700,000
1984 317,565 56,145,824 93,561,821 18,449,800 506,100,000 1,049,800,000
1985 472,886 69,870,117 84,035,775 18,824,021 652,700,000 1,555,300,000
1986 456,725 78,101,983 81,598,459 21,014,243 215,400,000 3,457,000,000
1987 557,203 76,606,731 87,551,977 23,931,737 none 3,287,000,000
1988 547,012 72,693,872 84,761,610 22,462,977 none 1,216,400,000
1989 10/ 433,758 54,369,832 82,315,009 9,580,558 : nong 572,100,000
1890 463,859 56,696,372 80,492 510 7.520,564 none 2,420,300,000
1991 462,882 67,644,101 79,202,505 15,824,272 - none 2,248,100,000
1992 433,990 65,650,430 78,873,913 7,321,481 none 1,370,503,000
1993 475,590 68,565,784 78,365,734 5,696,746 none 1,900,073,000
1994 461,039 67,996,895 78,113,857 5,194,852 . nong 1,145,514 000
1995 417,038 65,845,523 77,653,589 6,129,239 none 265,764,000
1996 14/ 953,995 76,673,982 12/ N/A N/A none 1,940,518,000
1997 966,349 76,662,582 : N/A N/A none 1,396,798,000
1988 988,032 78,904,818 N/A N/A none 1,496,191,000
1999 13/ 1,006,583 79,038,119 N/A N/A none 1,446,875,000
2000 14/ 1,016,618 1,330,000,000

79,000,000 N/A NfA none

1/ 1964 through 1963 includes the increase in small farm allotment authorized by law
2/ SGA&H: Special Grazing and Hay Program
3/ Price support payments in 1963
4/ Domestic allotment
5/ Required set-aside
&/ N/A: not applicable
7/ National program acreage
& Includes set-aside and special grazing and hay program acreage
8 Acreage on which program payments were based
10/ Acreage base complying with program provisions
11/ 1996-1999 inciudes only preduction flexibility contract payments
12/ Contract acreage
13/ Preliminary
14/ Forecast based on October 2000 World Agricultural Supply and Demand Estimates (WASDE)

4

« continues



Fact Sheet

Wheat:

Summary of 1999-2000 Support Program
and Related information

PROPRUCTION OF WHEAT
Crop Year Acreage Planted Acreage Harvested Yield Production
million acres million acres bu. {per harvested ac.) million bushels
1860 54.9 51.¢ 281 1,364.7
1961 557 51.6 23.8 1,232.4
1962 49.3 43.7 250 1,092.0
1963 534 455 252 1,146.8
1964 55.7 49.8 25.8 1,283.4
1965 57.4 48.6 26.5 1,315.6
1966 541 49.8 26.3 1,304.9
1967 67.3 584 25.8 1.507.8
1968 618 548 28.4 1,5686.7
1969 53.5 471 30.6 1,442.7
1970 487 43.6 3.0 1,361.8
1971 53.8 47.7 338 1,618.6
1972 54,9 47.3 27 1,546.2
1973 53.3 541 3Ns 1,710.8
1974 71.0 65.4 27.3 1,781.8
1975 749 68.5 30.8 2,126.9
1976 80.4 70.8 30.3 2,148.8
1677 75.4 88.7 307 2,045.5
1678 66.0 58.5 314 1,775.5
1879 71.4 82.5 34.2 2,134.1
1980 208 714 33.5 2,380.9
1981 8.3 - 808 345 2,785.4
1982 882 77.9 355 2,765.0
1983 76.4 61.4 39.4 2,418.8
1984 79.2 66.8 38.8 2,694.8
1885 755 64.7 375 24241
1686 72.0 60.7 34.4 2,090.6
1687 65.3 55.9 37.7 2,107.7
1988 65.5 B53.2 341 1,812.2
1989 78.8 g2.2 32.7 2,036.6
1900 77.0 §9.1 385 2,729.8
1991 69.9 57.8 343 1,980.1
1982 722 62.8 32.3 2,466.8
1993 72.2 62,7 382 2,3%6.4
1994 70.3 61.8 376 2,321.0
1895 65.0 61.0 35.8 21827
1996 75.1 62.8 363 2,277.4
1997 70.4 62.8 395 24815
1998 658 2.0 43.2 2,547.3
1999 1/ 827 ' 53.8 427 2,299.0
2000 2/ 825 53.2 421 2,239.2

1/ Preliminary
. 2f Forecast based on October WASDE

5
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USE OF WHEAT
{million bushels)

Domestic Reseal/

Food & Feed, Seed & - Ending ccec Farmer-Owned

CropYear Industrial Use Residual Use Exports 1/ Toetal Use Carryover Inventory Reserve 2/
1960 496.5 84.7 B653.5 1,245.0 1,502.0 1,242.0 38.0
1961 504.0 100.3 7157 1,320.0 1,421.0 1,097.0 37.0
1962 502.7 95.1 549.4 1,248.0 1,270.0 1,082.0 29.0
1963 437.9 §3.5 B45.6 1,427.0 994.0 8239.0 10.0
1964 514.4 120.4 7227 1,358.0 8921.0 B846.0 —
1965 517.9 207.4 852.0 1,577.0 660.0 340.0 3.0
1966 505.1 178.0 7710 1,454.0 513.0 124.0 8.0
1967 517.8 108.1 765.0 1,391.0 630.0 102.0 —
1968 522.4 7.3 5440 1,284.0 S04.0 163.0 —
1962 520.1 243.8 803.0 1,367.0 883.0 301.0 -
197C 517.1 2551 F41.0 1,513.0 823.0 370.0 8.0
1971 523.7 3256 610.0 1,458.0 984.0 367.0 13.0
1972 531.8 266.9 1,135.0 1,934.0 597.0 144.0 1.0
1973 5443 209.1 1,217.0 1,970.0 340.0 19.0 —
1974 545.0 126.8 1,018.0 1,680.0 435.0 1.0 —
1975 589.0 137.3 11730 1,888.0 666.0 0.0 —
1976 588.0 168.0 850.0 1,704.0 1,113.0 0.0 —
1977 587.0 2720 11240 1,983.0 1,178.0 48.0 342.0
1978 592.0 245.0 1,940 2,031.0 S24.0 81.0 403.0
19792 598.0 187.0 1,375.0 2,158.0 8020 188.0 260.0
1980 611.0 172.0 1,514.0 2,296.0 SBO.0 2000 3600
1981 802.0 245.0 1.7710 2,618.0 1,158.0 180.0 580.0
1982 616.0 292.0 1,508.0 2,417.0 1,5150 192.0 1,061.0
1983 843.0 471.0 1,426.0 2,540.0 1,389.0 138.0 611.0
1984 651.0 506.0 14210 2,578.0 1,425.0 378.0 854.0
1985 874.0 377.0 S09.0 1,860.0 1,805.0 802.0 586.0
1986 712.0 485.0 $99.0 - 2,196.0 1,821.0 §30.0 832.0
1987 721.0 365.0 1.598.0 2,684.0 1,261.0 283.0 457.0
588 726.0 253.0 1,4350 2,394.0 702.0 190.0 287.0
1989 748.0 244.0 1.232.0 2,225.0 538.0 117.0 144.0
1890 790.0 576.0 1,069.0 2435.0 868.0 183.0 14.0
1891 789.0 343.0 1,282.0 2,414.0 475.0 152.0 . 50.0
1992 834.0 293.0 1,354.0 2,481.0 531.0 150.0 28.0
1843 8720 367.0 1.228.0 2,467.0 568.0 150.0 8.0
1884 853.0 433.6 1,188.3 24748 506.8 142.0 0
1995 8829 257.2 1,241.1 23812 376.0 1180 a
1896 890.7 408.9 10015 2,302.1 443.6 g3.0 N/A
1897 9149 343.0 1,040.4 22975 722.5 240 MN/A
1898 S08.7 475.0 10422 2,428.9 945.9 128.0 N/A
1999 3f S24.7 375.4 1,089.5 2.388.7 940.7 104.0 N/A
2000 4 940.0 336.0 1,125.0 24010 838.0 105.0 N/A

1/ Includes foreign currency and long-term credit, donaticns, barter, and agency development programs

2/ The Farmer-Owned Reserve Program started in crop year 177. Prior to that the Reseal was in effect. Baginning in 1985, includes
wheat in the Special Producer Storage L.oan Program

¥ Preliminary

4f Forecast based on Cctober WASDE
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WHEAT
National Average
Support Price
Target Payment Loan Average Price Value of Giovernment
Crop Production Price Rate~ Rate to Farmers Production Payments
Year 1/ (million bushels) {$per bushel)-—----— {Sper bushel) {million$) (million$)
1960 2/ 1,354.7 1.78 $1.74 $2,361.2
1961 1,232.4 1.79 1.83 2,264.7
1862 1,092.0 2.0¢ 2.04 22257 $ 285.5 Diversion
1863 1,148.8 2003/ A8 4/ 1.825/ 1.85 (2.03) 6/ 21253 2426 Div. & Price Sup.
1864 1.283.4 2007/ J6 8/ 2659/ 1,308/  1.37 (1.80) & 1,757.0 442 8 Div, & Certificates
1865 1,315.6 2007/ 758/ 309/ 1.255/ 1.35(1.79) & 1,7745 509.2 Div. & Certificates
1966 1,304.9 257 7f 1.32 8/ 1.255/ 1.63 (2.22) &/ 2,129.9 881.3 Div. & Certificates
1967 1,507.6 2.61 %f 1.36 8/ 1.25 5/ 1.39(1.87) &/ 2,090.1 7271 Certificates
1968 1,558.7 2637 1.38 8/ 1.255/ 1.24 {(1.79) &/ 1,9291 746.0 Certificates
1969 1.442.7 277 ¥ 1528/ . 1255/ . 1.25 (1.89) .6/ 1,785.7 . 855.9 Div. & Certificates
1970 1,351.6 2827 1.57 &/ 1.255/ 1.33 (2.08) & 1,803.2 871.0 Div. & Certificates
1971 1.618.6 29837/ 1.63 10/ 1.255/ 1.34 {1.88) &/ 2,167.8 885.7 Div. & Certificates
1872 1,548.2 3.027/ 1.34 10/ 1255/ 1.76 (2.23) &/ 2,706.1 858.7 Div. & Certificates
1873 1,710.8 3.39 7/ .68 10/ 1.255/ 3.95 (4.17) &/ 6,744.5 4782 Div. & Certificates
1874 1,781.9 2.05 11/ — 1.37 5/ 409 — ¥,287.3 101.5 Disaster
1975 2,126.9 2.05 1Y/ —_ 1.37 5/ 356 — 7,549.8 51.2 Disaster
1976 2,148.8 22811/ — 2255/ 273 — 5,867.8 143.4 Disaster
1977 2,0455 2.90 12/ 6518 2255/ 233 — 4,764.6 1,157.2 Def. & Disaster
1978 1,7755 3.40 14/ S21y 2355/ 297 5,280.8 719.3 Def/Hay&Grz, Dis.
1979 15/ 2,124.1 3.40 14/ — 2.50 5/ 3.80 8,109.0 72.3 Disaster
1880 2,380.9 3.08/3.68316/— 3.00/3.30 1%/ 3.99 $,303.0 228.2 Disaster
1881 2,785.4 3.81 14/ A5 13 3.20/3.50 17/ 3.68 10,1720 635.2 Deficiency & Dis.
1982 2,765.0 4,05 14/ 50 1%/ 3.55/4.00 1%/ 3.45 9,488.0 488.8 Deficiency & Dis.
1983 24188 4.30 14/ 65 18/ 3.65/3.6517/ 3.51 10,883.0 18/ 1,079.5 Bef, Div. & Dis.
1984 2,594.8 43814 1.001% 3305/ 3.38 8,246.0 18/ 1,565.8 Del. & Diversicn
1985 24241 43814/ 1.08 13 3.305/ 3.08 7,371.0 2,188.0 Def. & Diversicn
1986 2,080.8 43814 18813 24085/ 2.42 5,042.0 3,872.4 Def. & Diversion
1987 2,107.7 43814 18113 2285/ 2.57 5,498.0 3,287.0 Deficiency
19338 1,812.2 4.23 14/ Bg 13/ 2215 3.72 6,741.0 1,688.0 Def. & Disaster
1989 2.036.6 4,10 14/ 3213 2085 3.72 7,542.0 1,046.0 Def. & Disaster
1990 2,729.8 400 14/ 12813 1955/ 2.61 7.,184.0 2,420.3 Deficiency
191 1,880.1 40014/ 13513 2045 3.00 5,857.0 2,246.1 Deficiency
1992 2,466.8 4.00 14/ 8113 221y 324 7.884.0 1,370.5 Deficiency
1993 2,396.4 40014/ 10313 2455/ 3.26 7.812.0 1,900.1 Deficiency
1994 2321.0 4.00 14/ 8113 2585/ 3.45 8,007.0 1,145.5 Deficiency
1995 2,182.7 4.00 14/ 0013 2585 4.55 8,787.0 2858 Deficiency
1996 19/ 2277.4 N/A 874 2.58 5/ 4.30 8,782.0 1,2405 PFC, LOP, MLG
1997 24815 N/A, 631 258 5/ 338 8,287.0 1,412.5 PFC, LDP, MLG
1998 20/ 2,547.3 NIA, £63 2.58 2.65 6,781.0 2,717.6 PFC, LOF, MLG, MLA
1999 21/ 2,299.0 NiA, 837 2.58 2.48 5,702.0 3,830.3 PFC, LDF, MLG, MLA
2000 22/ 2,239.2 N/A, 588 2.58 255 5,710.0 3,593.3 PFC, LOP, MLG, MLA

See fooinotes on page 8.
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For statistics for 1933 through 1859, see Wheat Commodity Fact Sheet for 1979.

For 1960 through 1963 crops, support cutside the commercial area was 75 percent of the rate reflecting
the U.S. average level.

Total support.

Price support payment.

Loan rate.

Blended average price o program participants, reflecting national average price received by farmers and
the marketing certificate value average for participants total production.

Support for wheat used for domestic food.

Domestic marketing certificate value.

Export marketing certificate value.

The marketing certificate payment rate was the difference between the price received by farmers the first
5 months (July-November) of the marketing vear and 100 percent of wheat parity on July 1. An advance
payment equal to 75 percent of the estimated face value of the certificate was made to eligible producers.
Established target price, guaranteed on preduction from allotment acreage.

Established target price on planted allotment acreage; established target price on unplanted allotment
acreage was $2.47.

Deficiency payment; 1996 and forward, contract rate.

Established target price.

Beginning with 1979, marketing average prices are being use in lieu of season average prices.

Target price $3.63 if planted within NCA; $3.08, if exceeded NCA.

Loan rate for regular loans/loan rate for wheat in the farmer-owned reserve.

Includes estimated value of PIK compensation.

1996-1997 include production fieX|b|I|ty contract payments, loan deficiency payments,

and marketing loan gains.

1898-2000 include production flexibility contract payments, loan deficiency payments,

marketing loan gains, and market loss assistance payments.

Preliminary.

Forecast based on October WASDE.

4 continues
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PRICE SUPPORT PROGRAMS FOR WHEAT
Crop Support Price/ Direct Total Quantity
Year Target Price Payments Loan Rate Placed Under Loan
{$/bushel} {$/bushel) {$/bushel} {rniltion bu.)

1960 $1.78 -_ $1.74 424 0
1961 1.79 —_ 1.83 271.2
1962 2.00 —_ 2.04 2973
1963 2.00 18 1.88 177.4
1964 2.00 70125 1.30 205.8
1965 2.00 75130 1.25 172.4
1966 2.57 1.32 1.25 132.7
1967 2.61 1.36 1.25 281.5
1968 2.63 1.38 1.25 4531
1969 2.77 1.52 1.25 407.6
1870 2.82 1.57 1.25 254.3
1971 2.83 1.63 1.25 441.8
1972 3.02 1.34 1.25 185.1
1973 3.39 .68 1.25 59.9
1874 2.05 — 137 37.2
1875 2.05 — 1.37 51.3
1876 2.29 — 2.25 4928
1977 2.90 65 225 604.1
1978 3.40 52 235 256.4
1979 3.40 — 2.50 182.0
1930 3.08/3.63 — 3.00/3.30 3318
1981 3.81 15 3.20/3.50 4527
1982 4.05 .50 3.55/4.00 646.2
1983 4.30 .B5 3.65 6352
1984 4.38 1.00 3.30 2847
1985 4.38 1.08 3.30 8426
1986 4.38 1.98 . 2.40 5141
1987 4.38 1.81 2.28 4723
1988 4.23 .69 2.21 106.2
1889 4.10 .32 206 . 113.5
1880 : 4.00 1.28 1.95 405.1
1891 4.00 1.38 2.04 143.2
1982 4.00 81 2.21 2403
1993 4.00 1.03 2.45 258.3
1994 4.00 81 2.58 231.1
1985 4.00 00 2.58 114.2
1986 N/A .874 1/ 2.58 194.8
1997 N/A 631 2.58 262.7
1998 N/A .BE3 258 425.0
1999 2/ NfA B37 2.58 154.2
2000 3/ N/A 588 2.58 235.0

1/ Production flexibility contract rate
2/ Preliminary
3/ Forecast
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Overview

The Farm Security and Rural In-
vestment Act of 2002 (2002 Act)
provides for direct and counter-cy-
clical payments, nonrecourse mar-
keting assistance loans, and loan
deficiency payments for the 2002-
2007 crops, which help ensure a
strong and viable U.S. agriculture
sector. Direct payments under the
2002 Act are similar to production
flexibility contract (PFC) payments
under the Federal Agricutture Im-
provement and Reform Act of 1996
{1996 Act). Counter-cyclical pay-
ment rates depend on market
prices and increase as market
prices decline below specified lev-
els. Counter-cyclical payments re-
place ad hoc market loss assis-
tance payments, which supple-
mented PFC payments under the
1996 Act. Marketing assistance
loans and loan deficiency payment
provisions of previous legisiation
are continued under the 2002 Act,
providing interim financing on &li-
gible preduction and facilitating or-
derly marketing of ican eligible
commeadities throughout the year.

Commodities eligible for direct and
counter-cydlical payments and non-
recourse marketing assistance
loans for the 2002-2007 crops are
wheat, corn, grain sorghum, barley,
oats, soybeans, other cilseeds (in-
cluding sunflowers, canola, saf-
flower, flaxseed, rapeseed, mustard
seed, crambeé, and sesame), rice,
upland cotton, and peanuts. Other

commodities eligible for nonre-
course marketing assistance loans
are Extra Long Staple (ELS) cotton,
honey, wool, mohair, dry peas, len-
tils, and small chickpeas. For ELS
cotton, marketing assistance loans
must be repaid at the loan rate plus
interest, and foan deficiency pay-
ment provisions do not apply.

Direct paymenis are decoupled
from current production and prices.
Counter-cyclical payments are
decoupied from current production,
but linked to current prices.

Eligibility Requirements

Direct and Counter-cyclical
Payments - Producers are eligible
for direct and counter-cyclical
payments on farms with eligible
acreage bases. To be eligible for
payments on these farms, produc-
ers must annually:

1. Sign a direct and counter-
cyclical program (DCP) agree-
ment with the Farm Service
Agency (FSA);

2. Report how they use all their
farm’s cropland acreage;

3. Comply with conservation and
wetland protection requirements
on all their farms;

4. Comply with the planting flexibil-
ity requirements;

5. Use the cropland for agricultural
or related activities; and

6. Control noxious weeds and
maintain land in sound condi- -
tion, if the field is not cultivaled.

Nonrecourse Marketing
Assistance Loans - To be eligible
for marketing assistance loans,
producers must:

1. Comply with conservation and
wetland protection require-
menis; and

2. Report how they use all their
cropland acreage on the farm.

Direct and counter-cyclicat pay-
ment agreements are not required
for marketing assistance loan
eligibility.

Acreage Base and Program Yield
Election

Landowners have a one-lime
opportunity to either:

1. Use their farm’s 2002 PFC
acreage and add acreage
bases for vilseeds and peanuts
that reflect average 1998-2001
plantings; or

2. Update their farm’s acreage
bases io reflect average 1998-
2001 plantings for all commodi-
ties eligible for direct and
counter-cyclical payments.

If they choose to update their farm’s
acreage bases, they may also
update their counter-cyclical pay-
ment yields using cne of the follow-
ing two methods:

1. 93.5 percent of the 1998-2001
average yield; or

2. The direct program payment
yield (the PFC payment yield in

1
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effect under the 1996 Act) plus
70 percent of the difference
between the 1998-2001 average
and the direct program payment
yield. Direct payment yields are
the same as the payment yields
that were used for making PFC
payments.

If no election is made before the
2002-crop sign-up period ends,
acreage bases for the farm will be
established using the farm’s 2002
PFC acreage and adding acreage
bases for oilseeds. Direct and
counter-cyclical payment vields will
be the same as the payment yields
that were used for making PFC
paymenis.

Direct Payments

The direct payment equais the
direct payment rate fimes 85
percent of the farm’s base acreage
times the farm’s direct payment
yield. The 2002-2007 wheat direct
payment rate is $0.52 per bushel.

Timing of Payments

Paymenits for the 2002 crop begin
as socn as the farm is enrolled for
direct payments. -

For the 2003-2007 crops, direct
payments are made after October 1
of the year the crop is harvested.
Producers may request up to 50
percent of the direct payment in
advance, but no earlier than De-
cember 1 of the year before the
crop is harvested. Table 1 shows
the 2003 wheat direct and counter-
cyclical payment cycles.

Table 1. 2003 Wheat Direct and
Counter-cyclical Payment Cycles

;’a ment Time for
y Payment
Advance December
Direct 2002
Fina! October
Direct 2003
l s
October
Counter- 2003
Cyeclical
2nd
Counter- FeZb ggzry
Cyclical
Final Tuly
Counter- 2004
Cyclical

Counter-cyclical payments

For each commodity, the counter-
cyclical payment equals the
counter-cyclical payment rate fimes
85 percent of the farm's base
acreage times the farm’s counter-
cyclical payment yield. Counter-
cyclical payments are made when
a commodity’s effective price is
below its target price. The effective
price {EP) equals the direct pay-
ment rate {DPR) plus the higher of:
(1) the season average farm price
(SAFP) producers received during
the marketing year, or (2) the
national loan rate (NLR). The
wheat target price for the 2002-
2003 crops is $3.86 per bushel and
$3.92 per bushel for the 2004-2007

crops. The wheat loan rate for the
2002-2003 crops is $2.80 per
bushel and $2.75 per bushel for the
2004-2007 crops.

The wheat marketing year is
June 1-May 31.

Average Market Price Producers
Received

The National Agricultural Statistics
Service (NASS) determines the
average market price producers
received for the marketing vear.
NASS publishes monthly average
prices for selected commodities
near the end of each month in
Agricuttural Prices listed on the
NASS reports calendar Web site at:
http://www.usda.govinass/pubs/
rptscal.htm

Counter-cyclical Payment Rate
Calculation Example

On January 31, 2003, the 2002
wheat counter-cyclical payment
rate was calculated using a fore-
cast season average farm price of
$3.85 per bushel. The effective
price was determined as follows:

EP = DPR + higher of {SAFP, NLR)

$0.52 + (higher of ($2.80 or $3.65))
= $0.52 + $3.65 = $4.17

Because the effective price ex-
ceeded the target price, no counter-
cyclical payment was projected for
the 2002 crop. The season gver-
age farm price NASS reports at the
end of the marketing year must be
below $3.34 per bushel to require a
counter-cyclical payment for the
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2002 and 2003 crops. Forthe
2004-2007 crops, a farm price
below $3.40 per bushei is required
to trigger a payment.

Timing of Payments

For crop years 2002-2006, three
partial counter-cyclical payments
are made.

m [f authorized, a first partial
payment, based on up to 35
percent of the projected pay-
ment rate, is made after Octo-
ber 1 of the year the crop is
harvested.

m If authorized, a second partial
payment, based on up 1o 70
percent of the projected pay-
ment rate, is made after Febru-
ary 1 of next calendar vear, less
any first partial payments
already received.

m The final payment is made after
the end of the marketing vear.

m For crop year 2007, the
counter-cyclical payment cycle
consists of two paymenis.

m [f authorized, a first partiai
payment, based on up to 40
percent of the projected pay-
ment rate, is made after the first
six months of the marketing
year.

m The final payment is made after
the end of the marketing year.

i the partial payments received
exceed the final calculated pay-
ment, then producers are required
to refund the balance.

Nonrecourse Marketing
Assistance Loans and

Loan Deficiency Payments
Under marketing loan provisions,
producers may (under certain con-
ditions) repay a 9-month nonre-
course marketing assistance loan
at less than the loan rate plus ac-
crued interest and other charges
whenever CCC estimates that the
local market price is lower. Pro-
ducers are also eligible for a loan
deficiency payment (LDP) in lieu of
obtaining a loan. The wheat loan
rate for the 2002-2003 crops is
$2.80 per bushel and $2.75 per
bushei for the 2004-2007 crops.

Wheat foan rates:

m Vary among counties;

m  Are based on the wheat class
produced,;

m Are based on the county where
the wheat is stored; and

m  May be adjusted by CCC with
premiums and discounts to
reflect quality factors of a given
quantity ptaced under loan.

Other Loan Eligibility
Requirements

Producers must:

m Have beneficial interest in the
commodity on the date the loan
or LDP is requested and, in the
case of a loan, be retained while
the loan is outstanding; and

m  Ensure that the grain meets the
CCC minimum grade and
quality standards.

Beneﬁciaf Interest

A producer retains beneficial inter-
est in the commaodity if all of the
following remain with the producer:

Control of the commeodity - The
producer retains the ability to make
all decisions affecting the commod-
ity, including movement, sale, and
the request for a loan or LDP;

Risk of loss in the commodity -
The producer is responsible for
joss or damage to the commaodity.
if the commodity is insured, any
indemnity must be payable to the
producer; and

Title to the commodity - The
producer has not sold or has not
delivered the commodity or ware-
house receipt to the buyer. Title
may be considered to be trans-
ferred before the producer receives
payment for the commodity.

Once beneficial interest in the
commeodity is lost, the commadity
loses efigibility for a loan or an LDP
and remains ineligible even if the
producer later regains beneficial
interest. For further information see
the Farm Program fact sheet on
“Beneficial Interest Requirements
For Loans and LDPs, Excluding
Sugar and Tobacco” or contact a
local FSA county office.

Loan Settlements
Loans mature on the iast day of the
ninth calendar month following the

month in which the loan is ap-
proved.

3
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Producers may settle their out-
standing nonrecourse loan:;

m During the 8-month loan period
by repaying the ioan; or

m  Upon maturity by forfeiting the
commoeodity to CCC.

Loan Repayment Rates

The loan repayment rate is the
lower of:

1. The applicable county loan rate
plus accrued interest and other
charges (per bushel); or

2. The marketing loan repayment.

Loan repayment rates are estab-
lished and available at each local
USDA Service Center based upon
the previous day’s market prices for
each wheat class at appropriate
U.S. terminal markets, as CCC
determines, adjusted o reflect
quality and location.

Marketing Loan Gains

Producers realize a marketing loan
gain if they repay their loans when
the loan repayment rate is less than
loan principal. The marketing loan
gain rate equals the amount by
which the loan rate exceeds the
marketing loan repayment rate.

Loan Deficiency Payments
{LDPs)

Producers eligible to obtain a loan,
but who agree to forgo the foan,
may obtain an LDP. The LDP rate
equals the amount by which the
applicable county loan rate where
the grain is stored exceeds the [oan
repayment rate. The LDP equals
the LDP rate times the quantity of

4

Table 2. Wheat Marketing Loan/LDP Examples

‘Wheat Marketing Loan Examples Under Various Price Scenarios
- ($ per bushel)
Price Scenario
1 2 3
1) Loan rate 2.80 2.80 2.80
2) Loan rate plus accrued interest 2.88 2.88 2.88
3) Posted County Price 2.90 2.85 2,55
4} Loan repayment rate (lower of 2 or 3)| 2.88 2.85 2.55
S) Marketing Loan Gain or LDP rate 0.00 .00 0.25

- wheat for which the LDP is re-

quested and is otherwise eligibie to
be placed under loan.

Final Loan/LDP Availability Dates

The final ioan/LDP availability date
is March 31 of the calendar year af-
ter the calendar year the grain is
harvested. For example, for crop
year 2003, wheat loans may be re-
quested through March 31, 2004.

Producers may either abtain a toan
or receive an LDP on all or part of
their eligible production during the
loan avaiiability period.

Grazing Payments in Lieu of
LDPs

Wheat producers electing to use
their wheat acreage for livestock
grazing may receive grazing pay-
ments if they would otherwise be
eligible for LDPs. Producers re-
ceiving grazing payment must forgo
any mechanical harvesting of the
crop. The grazing payment is de-
termined by multiplying the wheat
acreage grazed times the farm’s
direct payment yield fimes the LDP
rate on the date of the payment re-
guest. Grazing payments may be
requested no earlier than the

normal harvesting date. Grazing
payments must be requested by
the final toan availabi[ity date.

Grazing payments are also avail-
able for barley, oats, and triticale.
Triticale is & hybrid offspring devel-
oped from crossing wheat and rye.
Triticale grazing payments are de-
termined using the farm'’s wheat di-
rect payment yield and wheat LDP
rate.

Commodity Certificates

Commeodity certificates are avail-
able to producers for acquiring
2002- through 2007-crop marketing
assistance loan collateral pledged
to CCC. Commeadity certificates
will be available for sale at local
USDA Service Centers 1o produc-
ers with outstanding nonrecourse
marketing assistance loans. The
exchange rate will be the effective
posted county price (PCP) on the
date the commodity certificate is
purchased. Commodity certificate
exchanges will not be avaiiable
when the exchange rate exceeds
the applicable loan rate.

For further inforrmation, see the fact
sheet “Commodity Certificates,”
contact a local USDA Service
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Center, or visit the FSA Web site at:
www.fsa.usda.gov

Production Evidence

Producers repaying a loan at less
than the loan rate plus accrued
interest and other charges or
receiving an LDP must provide
production evidence accepiable to
CCC, such as evidence of sales,
warehouse receipts, or load sum-
mary or assembly sheets.

Planting Flexibility

The 2002 Act continues wild rice,
fruit, and vegetable (WR/FAVS)
planting restrictions, but slighily
eases restrictions compared with
those under the 1996 Act. To be
eligible for loan benefits and pay-
ments under the 1996 Act, produc-
ers signed 7-year contracts and
fruit and vegetable restrictions
applied to the entire contract period.
~ Under the 2002 Act, producers may
annually opt out of eligibility for
direct and counter-cyclical pay-
ments and plant fruits, vegetables,
and wild rice without restrictions.

Producers seeking to receive direct
and counter-cyclical paymenis
relative to the farm are prohibited
from planting wild rice, fruits, and
vegetables (other than lentils, mung
beans, and dry peas) on base
acres unless the commodity, if
planted, is destroyed before harvest
or meets the following statutory
exceptions. Plantings of WR/FAVs
are not limited:

1. In any region with a history of
double cropping commodities
eligible for direct and counter-
cyclical payments with WR/
FAVSs;

2. On a farm with a history of
planting WR/FAVs except that
direct and counter-cyclical
payments will be reduced acre
for acre planted to WR/FAVSs;
and

3. For a producer with an estab-
lished history of planting a
specific WR/FAV, except that
the acreage may not exceed the
average annual plantings in the
1991-1995 or the 1998-2001
crop years (excluding any crop
year with no plantings) and that
direct and counter-cyclical
payments shall be reduced acre
for acre planted to WR/FAVs.

Adjusted Gross Income and
Payment Limitations

Adjusted Gross Income
Limitations

Starting with the 2003 crop, indi-
viduals and entities whose previous
3-year average adjusted gross in-
come (AGI) exceeds $2.5 million
are ineligibte for many program
benefits unless they can establish
that at least 75 percent of their AGI
is derived from agriculture. Pro-
gram benefits for which individuals
or entities exceeding the AG] limit
will be ineligible include;

Direct payments;
Counter-cyclical payments;
Loan deficiency payments;
Marketing loan gains;

B Agricultural Management
Assistance Program;

m  Conservation Security Program;

m  Conservation Reserve Pro-
gram;

m  Environmental Quality Incen-
tives Program;

m Farmland Protection Program;

m Grassland Reserve Program;

B Ground and Surface Water
Conservation Program; and

m Wetland Reserve Program.

Payment Limitations

The 2002 Act alsc establishes lim-
its on payments a “person” may re-
ceive from farm programs. The
definition of “person” includes indi-
vidual farmers, but also encom-
passes limited partnerships, corpo-
rations, and other iypes of organi-
zations. The 3-entity rule, carried
over from previous legislation, limits
to three the number of entities
through which a “person” may re-
ceive payments.

The sum of LDPs and marketing
ioan gains for the commodities
listed below is subject to a $75,000-
per-person payment limitation for
each crop year. This payment
limitation is separate from the
$40,000-per-person limitation for
direct payments and $65,000-per-
person limitation for counter-
cyclical payments. For more
information on payment limitations
see the FSA fact sheet Payment
Eligibility and Limitations, contact a
local USDA Service Center, or visit
the FSA Web site at:
www.fsa.usda.gov

5
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The per “persen” payment fimita-
tions apply for each crop vear for
the following:

Direct Payments

m $40,000 total for wheat, corn,
grain sorghum, barley, oats,
upland cotton, rice, soybeans,
and other oilseeds; and

.m $40,000 for peanuts.

Counter-cyclical Payments

m  $65,000 total for wheat, comn,
grain sorghum, barley, oats,
upland cotton, rice, soybeaans,
and other oilseeds; and

m  $65,000 for peanuts.

Marketing Loan Gains and Loan

Deficiency Payments

m  $75,000 total for wheat, corn,
grain sorghum, barley, oats,
upland cotion, rice, soybeans,
other oilseeds, dry peas, ientils,
and small chickpeas; and

m  $75,000 total for peanuts, wool,
mohair, and honey.

Hard White Wheat Incentive
Payments

The 2002 Act made available $20
million of CCC funds, providing
hard white wheat incentive
payments for the 2003-2005 crops.
The production incentive payment
rate is $0.20 per bushel on
production up to 60 bushels per
acre. An additional incentive
payment of $2.00 per acre is
available to producers who plant
certified seed. However, planting
certified seed is not a requirement
for receiving the per bushel
incentive payment.

To receive the per bushel payment,
the hard white wheat must grade

6

#2 or higher under the grading
standards, established by the
Federal Grain Inspection Service
(FGIS). In addition, it must be sold
for domestic food use or expont.
Hard white wheat production
enrolled in the hard white wheat
incentive program retains eligibility
for marketing assistance loan
program. Producers can apply for
incentive payments at their local
USDA Service Centers.

The United States Department of Agriculture
(USDA) prohibits discrimination in all its pro-

- grams and activities on the basis of race, color,

national origin, sex, religion, age, disability,
political beliefs, sexual orientation, or marital or
family status. (Not all prohibited bases apply to
all programs.) Persons with disabilities who
require alternative means for communication of
pregram information (Braille, large print,
audictape, etc.} should contact USDA's TARGET
Center at 202-720-2600 (voice and TDD).

To fite a compilaint of discrimination, write USDA,
Director, Office of Civil Rights, Room 326-W,
Whitten Building, 1400 Independence Avenue,
SW, Washington, DC 20250-9410 or call {202)
720-5964 {voice and TDD). USDA is an equal
opporiunity provider and employer.
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Number
Crop of Farms
Year Participating
1960 not avail.
1661 net avail.
1862 777,714
1863 409,830
1864 584,955
1965 819,835
1968 809,079
1967 769,285
1968 803,050
1962 953,318
1970 923,302
1871 1,011,854
1972 976,338
1873 1,053,360
1874 N/iA B/
1975 N/A
1976 N/A
1977 MNiA
1978 not avail.
1975 not avail.
1980 668,143
1931 782,608
1982 222,312
1983 498,013
1984 317,565
1985 472,886
1886 456,725
1887 557,203
1988 547,012
1989 433,758
1990 463,85%
1991 462,882
1992 433,930
1983 475 580
1994 461,039
1985 417,038
1996 953,995
1997 966,349
1998 988,032
1998 1,006,583
2000 1,016,618
2001 . 1,022,961
2002 1,034,803

Acreage

Allotment/Base

on Farms
Participating

not avail.

not avail.
41,183,000
25,023,000
39,267,000
43,465,000
42,120,000
56,887,000
50,155,000
45,243,000
39,867,000
18,122,000

18,314,000
17,783,000
NiA
NIA
NIA
NIA
41,965,000
36,142,300
73,349,613

81,725,768
43,753,208
70,152,741
56,146,824
£9,970,117
78,101,883
76,608,731
72,693,872
64,368,632
66,696,372
67,644,101
65,650,430
68,565,784
67,996,895
65,846,523
76,673,982
76,662,582
78,904,816
79,038,119
78,937,785
78,464,084

of

10/

78,444,102 13/

WHEAT PROGRAM SUMMARY

National
Acreage

Allotment/Base 1/

55,000,000
55,000,00C
55,000,000
55,000,000
53,200,000
53,300,000
51,600,000
68,200,000
59,300,000
51.600,000
45,500,000
19,700,000

19,700,000
18,700,000
55,000,000
53,500,000
61,600,000
62,200,000
58,800,000
70,100,000
75,000,000

84,500,000
80,661,347
90,186,265
93,961,821
94,035,775
91,598,459
87,951,977
84,761,610
82,315,009
80,492,510
78,202,505
78,873,913
78,365,734
78,113,657
77,653,599
N/A
NfA
N/A
NfA
NIA
NfA
N/A

EIENES

Acreage Diversion

Set-Aside
on Farms
Participating

none
nong
10,699,000
7,161,000
5,123,000
7,185,000
8,257,000
none
none
11,097,000
15,723,000
13,500,000

20,108,000
7,372,000
N/A

N/A

N/A

none
9,600,000
8,200,000
none

none
5,800,000
30,017,000
18,449,800
18,824,021
21,014,243
2393737
22,462,977
4,580,558
7,520,564
15,924,272
7,321,461
5,696,748
5,194,652
6,129,239
N/A

NIA

N{A,

N/A

NiA

NIA

MfA

1/ 1864 through 1969 includes the increase in smali farm alloiment authorized by law.
2/ SG&H: Special Grazing and Hay Program.
3/ Price support payments in 1963,

4/ Domestic allotment.
5/ Required set-aside.
B/ N/A: not applicable.

7! National program acreage.
8/ Includes set-aside and special grazing and hay program acreage.

89/ Acreage on which program payments were based.
10/ Acreage base complying with program provisions.
114 Contract acreage.
12/ 1896-2002 inciudes only production flexibility contract payments.
13/ PFC base only, does not include updated bases for 2002 Act.

&f

8

Payments,
Diversion
& SG&H 2

nane

nang
$285,524,000
163,394,000
32,716,000
36,882,000
26,156,000
none

none
71,612,000
62,548,000
none

132,000,000
103,024,000
NIA

N/A

MNiA

none
15,116,000
none

none

none
nons
309,200,000
506,100,000
652,700,000
215,400,000
none
nocne
none
none
none
none
none
none
none
none
none
nong
none
nong
none
none

Deficiency/
Contract
Payments

none

none

none
$79,200,000
410,176,000
472,338,000
653,186,000
727,053,000
745,874,000
784,336,000
808,458,000
885,653,000

726,670,000
375,226,000
N/A

NIA

NiA,
996,416,000
617,353,000
none

none

414,588,000
476,500,000
769,700,000

1,049,800,000

1,655,300,000
3,457,000,000
3,287,000,000
1,216,400,000

572,100,000
2,420,300,000
2,246,100,000
1,370,503,000
1,900,079,000
1,145,544,000

265,764,000
1,940,519,000
1,396,798,000
1,496,191,000
1,446,875,000
1,337,332,000
1,076,048,000
1,045,980,000

7
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Fact Sheet
Wheat
Summary of 2002-2007 Program

WHEAT PROGRAM SUMMARY -- Continued

Crop Support Pricef  Direct Payment  Loan Loan Average Price Value of Government

Year 1/ Target Price Rate Rate Placements to Farmers Production Payments
—_———— {$ per bushel ) {million busheis} {$ per bushel) {million $} {million $}

1860 1.78 2f - 424.0 1.74 2,361.2

1961 1.79 271.2 1.83 2,254.7

1962 2.00 297.3 2.04 22257 2858.5 Diversion

1963 2003 018 4f 1.82 5/ 177.4 1.85 (2.03}) &/ 2,128.3 242.6 Div. & Price Sup.

1964 2007 Q.70 8/ 0.259/ 1.30 5 205.8 1.37 (1.80) &/ 1,757.0 442 % Div. &Certificates

1965 2.007f 0.75 8/ (.30 9/ 1255/ 1724 1.35 (1.79) &/ 17745 509.2 Div. & Certificates

1966 2577 132 8/ 1.25 5/ 1327 1.63 (2.22) &/ 21299 681.3 Div. & Cerificates

1967 28174 1.36 Bf 1.25 5/ 2815 1.39(1.87) & 2,090.1 7271 Certificates

1968 2837/ 1.38 &/ 1.25 5/ 453.1 1.24 (1.79) &/ 1,928.1 746.0 Certificates

1969 2771 1.52 8f 1.25 5/ 407.6 1.25(1.89) &f 1,785.7 8559 Div. & Certificates

1970 28274 157 8/ 1.25 5/ 254.3 1.33 (2.08) 8/ 1,803.2 871.0 Div. & Certificates

1971 2937/ 1.63 10/ 1255/ 441.8 1.34 (1.88) &/ 2,167.8 885.7 Div, & Certificates

1972 3.027/ 1.34 10/ 1.255/ 185.1 1.76 {2.23) B/ 2,706.1 858.7 Div. & Certificates

1973 3.39 7/ 0.68 10/ 1.25 5/ 59.9 3.85 {417 Bf 6,744.6 478.2 Div. & Certificates

1874 2.051Y/ — 1.37 5/ 37.2 4.09 - 7,287.3 101.5 Disaster

1875 2.05 11/ — 1.37 5/ 51.3 3.56 7.545.8 51.2 Disaster

1876 2.28 11/ — 2255 492.8 273 5,867.8 143.4 Disaster

1977 290 12/ T Q.85 13/ 2.255/ 604.1 2.33 4.764.8 1,157.2 Def. & Disaster

1678 3.40 14/ 0.52 13/ 2355/ 256.4 2.97 5,280.6 718.3 DefiHay&Grz, Dis

1979 3.40 144 — 2508 - 1820 3.80 15/ 8,109.0 723 Disaster

1980 3.08/3.8316/ — 300433017/ 3318 3.99 9,303.0 282 Disaster

1981 3.81 14/ 0.15 13/ 3.20/3.50 17/ 4527 3.69 10,172.0 635.2 Deficiency & Dis.

1982 4.05 14f 0.50 13/ 3.55/4.00 17/ 646.2 3.45 9,489.0 483.8 Deficiency & Dis.

1983 4.30 14/ 0.65 13/ 3.65/3.65 17f 635.2 3.51 10,883.0 18/ 1,079.5 Def., Div. & Dis.

1984 4,38 18/ 1.00 13/ 3.305 2847 3.39 9,246.0 18/ 1,555.9 Def, & Diversion

1985 4.38 14/ 1.08 13/ 3308 842.6 3.08 7.371.0 2,186.0 Def. & Diversion

1986 4.38 14/ 1.98 13/ 2,40 5/ 514.1 242 5,042.0 36724 Def. & Diversion

1987 4.38 14/ 1.81 13/ 2285 472.3 2.57 5,488.0 3,287.0 Deficiency

1988 4.23 14/ 0.69 13/ 2.21 5 108.2- 372 8,741.0 1,688.0 Def. & Disaster

1988 4.10 14/ 0.321Y 2.06 5/ 113.5 372 7.542.0 1,046.0 Def. & Disaster

1980 4.00 14/ 1.28 1Y 1.85 5/ 405.2 2.61 7,184.0 2,420.3 Deficiency

1861 4.00 14/ 1.35 1%/ 2.04 5 143.2 3.00 5,857.0 22461 Deficiency

1992 4.00 14/ 0.81 13/ 2.215f 240.3 3.24 7,984.0 1.370.5 Deficiency

1993 4.00 14/ 1.03 1% 2455 2582 3.26 7,812.0 1,900.1 Deficiency

1994 4.00 14/ 0.61 13/ 2.58 5/ 2311 3.45 8,007.0 1,145.9 Deficiency

1995 4.00 14/ 0.00 13/ 2.58 5 114.0 4.55 9,787.0 100.0 Deficiency

1996 19/ NiA 0.874 13/ 2.58 5 194.2 4.30 9,782.0 1,940.5 PFC, LDP, MLG

1997 NiA 0.631 13/ 2.58 5f 263.8 3.38 8,287.0 14124 PFC, LDP, MLG

192§ NA 0.892 1% 2.58 362.2 2.65 6,781.0 2,394.0 PFC, LDP, MLG, MLA

19898 NfA 1.274 13/ 2.58 154.2 248 5,594.0 3,827.6 PFC, LDP, MLG, MLA

2000 N/A 1.2251Y 2.58 181.1 2.82 5,872.1 3,608.7 PFC, LDP, MLG, MLA

201 NIA 1.014 13f 2.58 1986.7 2378 5.440.2 2,474.1 bP, CCP, LDP, MLG

2002 21/ 3.86 14/ 0.52 2.80 120.0 3.60 5,819.0

2003 22/ 3.86 14/ 0.52 2,80 210.0 NA NA NA

1/ For 1833 through 1959 statistics, see 1979 Wheat Commodity Fact Sheet.

2/ For 1860 through 1963 crops, support outside the commercial area was 75 percent of the rate reflecting the U.S. average level.

3/ Total support.

4f Price support paymeant.

5f Loan rate.

6/ Blended average price to program participants, reflecting national average price farmers received and the marketmg certificate value average for

participants total production.

7/ Support for wheat used for domestic food.

8/ Domestic marketing certificate value.

9/ Export marketing certificate value.

10/ The marketing certificate payment rate was the difference between the price farmers received the first 5 months (July-November} of the
rmarketing year and 100 percent of wheat parity on July 1. An advance payment equal to 75 percent of the estimated face value of the certificate
was rnade to eligible producers

11/ Established target price, guaranteed on production from allotment acreage.

12/ Established target price on planted allotment acreage; established target price on unpianted alloiment acreage was $2.47

13/ Deficiency payment, 1977-1995; production flexibifity contract rate {including market loss assistance for 1998-2001), 1996-2001; direct payment
rate, 2002-2003.

14/ Established target price.

o]




Fact Sheet
Wheat
Summary of 2002-2007 Program

WHEAT SUPPLY
Crop  Acreage Acreage Beginning
Year  Planted  Harvested Yield ~ Production Stocks Imports  Supply U/
million million busheis millicn million million miilion
acres acres per acre bushels bushels bushels bushels

1960 54.9 51.9 26.1 1,354.7 1,384.2 8.0 2,746.9
1961 55.7 51.6 239 1,2324 1,502.4 3.9 2,740.7
1962 493 437 25.0 1,092.0 1,420.6 5.8 2,518.4
1963 534 45.5 252 1,146.8 1,269.7 4.1 2,420.6
1964 55.7 49 8 25.8 1,283.4 993.5 1.8 9953
1965 57.4 49.6 26.5 1,315.6 9211 0.9 2,237.6
1966 54.1 49.6 26.3 1,304.9 660.5 1.7 1,967.1
1967 67.3 584 258 1,507.6 512.8 1.0 2,0214
1968 61.9 54.8 284 1,556.7 6302 . 1.1 2,187.9
1969 53.5 47.1 30.6 1,442.7 2040 2.9 2.349.5
1970 48.7 43.6 31.0 1,351.6 09826 1.4 2,335.7
1971 53.8 477 339 1,618.6 8228 1.1 2,442.5
1972 54.9 473 327 1,546.2 983.4 1.3 2,530.9
1973 593 54.1 3L.6 1,710.8 597.1 2.6 2,310.5
1974 71.0 654 273 1,781.% 340.1 34 2,1254
1975 74.9 69.5 30.6 2,126.9 435.0 2.4 2,564.3
1976 80.4 70.9 303 2,148.8 665.6 2.7 2,817.1
1977 75.4 66.7 307 2,045.5 1,113.2 1.9 3,160.6
1978 66.0 56.5 314 1,775.5 1,177.8 i9 2,9552
1979 71.4 62.5 342 2,134.1 924.1 2.1 3,060.3
1980 30.5 71.1 335 2,380.9 902.0 2.5 3,2854
1981 88.3 50.6 345 2,7854 989.1 2.8 3,777.3
1982 86.2 77.9 355 2,763.0 1,159.4 7.6 3,932.0
1983 76.4 ol.4 394 2,419.8 1,515.1 3.8 3,938.8
1984 79.2 06.9 38.8 2,594.8 1,398.6 9.4 4.002.8
1985 75.5 64.7 37.5 2,424.1 1,425.2 16.3 3,865.6
1986 72.0 60.7 34.4 2,090.6 1,905.0 213 40168
1987 65.8 55.9 37.7 2,107.7 1,8209 16.1 3,944.7
1988 63.5 53.2 34,1 1,812.2 1,260.8 22,7 3,095.7
1989 76.6 62.2 327 2,036.6 701.6 22.5 2,760.7
1990 77.0 69.] 39.5 2,729.8 536.5 36.4 3,302.6
1991 69.9 57.8 343 1,980.1 868.1 490.7 2,889.0
1992 722 62.8 393 2,466.8 475.0 70.0 3,011.8
1993 72.2 62.7 - 382 2,396.4 3307 108.8 3,033.9
1994 70.3 61.8 376 2,321.0 . 5685 21.9 29814
1995 65.0 61.0 358 2,1827 506.6 679 27512
1996 75.1 62.8 363 2.277.4 376.0 92.3 2,745.7
1997 70.4 62.8 395 2,481.5 443.6 94.6 3,020.0
1998 658 59.0 43.2 25473 722.5 103.0 33728
1999 62.7 53.8 -42.7 2,29%.0 9459 © 945 3,3394
2000 62.6 531 42.0 2,232.5 9497 89.3 3,272.0.
2001 2/ 59.6 48.6 40.2 1,957.0 876.2 107.5. 2,940.8
2002 3/ 60.4 45.8 353 1,616.4 777.1 70.0 2,463.6

1/ Totals may not add due to rounding.
2/ Preliminary.
3/ Forecast based on April 2003 WASDE.
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Summary of 2002-2007 Program

Food &
Crop Industrial
Year Use
1860 486.5
1881 504.0
1962 502.7
1963 437.9
1864 514.4
1865 517.9
1866 . 2051
1867 517.8
1968 522.4
1968 520.1
1970 517.1
1971 523.7
1972 531.8
1973 544.3
1974 545.0
1975 588.5
1976 588.0
1977 586.5
1978 592.4
1679 586.1
1980 610.5
1881 602.4
1982 68164
1883 642.6
1984 651.0
1885 674.3
1586 T12.2
1287 720.7
1988 725.8
1988 748.9
1580 789.8
1991 789.5
1992 834.8
1993 871.7
1994 853.0
1985 882.8
1998 890.7
1997 8141
1928 9091
1998 921.0
2000 949.6
2001 3f 926.3
2002 4f 935.0

Feed, Seed
& Residual

Use

94.7
100.3

96.1

935
120.4
207 .4
178.0
108.1
217.3
243.8
2561
3256
266.8
208.1
126.8
137.3
166.4
2725
244.5
187.0
172.0
2448
281.8
471.2
505.1
3772
485.2
365.2
253.5
2434
575.3
342.2
282.7
388.0
433.6
251.2
409.9
343.0
471.8
380.1
384.2
276.1
209.0

USE OF WHEAT
(million bushels)

Exports 1/

653.5
7158.7
649.4
8456
722.7
B51.8
7713
7685.3
544.2
603.0
740.8
609.8
1,135.1
1,217.0
1.018.5
1,732.9
949.5
1,123.8
1,194.2
1,375.3
1,513.8
1,770.7
1,808.7
1.426.4
14214
2091
988.5
1,587.9
1.414.8
1,232.0
1,069.5
1,282.3
1,383.8
1.227.8
1,188.3
1,241.1
1,001.5
1,040.4
1,046.0
1,088.6
1.062.0
961.3
875.0

Total
Use

12447
1,320.0
1,248.2
1,427.0
1,357.5
15771
1,454.3
1,381.2
1,283.9
1,.367.0
1,9128
1,458.1
1,833.8
1,970.4
1,690.4
1,888.7
1,703.9
1,982.8
2,031.1
2,158.3
2,296.3
2,817.9
2.416.8
2,540.2
25778
1,960.7
2,195.8
2,683.8
2,394.1
2,224.3
24345
2.413.9
24812
2,467.4
24748
2,381.2
2.302.1
2,2975
2,426.9
2,389.7
2,385.9
2,163.7
2,019.0

Ending
Stocks

1,502.4
1,420.6
1,269.7
983.5
8211
680.5
512.8
630.2
804.0
982.6
822.8
983.4
3971
3401
435.0
665.6
1,113.2
1,177.8
3241
802.0
889.1
1,158.4
15151
13988
1,425.2
1.905.0
1,820.9
1,260.8
701.6
536.5
a868.1
475,0
530.7
568.5
506.6
376.0
443.6
7225
845.0
949.7
876.2
77
444.6

L6 0 &
Inventory

1,242.0
1,097.0
1,082.0
829.0
646.0
340.0
124.0
102.0
163.0
301.0
370.0
367.0
144.0
19.0
1.0
0.0
0.0
48.0
51.0
188.0
200.0
190.0
192.0
188.0
378.0
602.0
830.0
283.0
190.0
117.0
163.0
152.0
150.0
150.0
142.0
118.0
93.0
94.0
128.0
104.0
97.0
99.0
59,0

A/ Includes foreign currency and long-term credit, donations, barter, and agency development programs.
2/ The Farmer-Owned Reserve Program started in crop year 1977. Prior fo that the Reseal was in effect. Begmnmg in 1985,
includes wheat in the Special Producer Storage Loan Program.

3 Preliminary.

4/ Forecast based on April 2003 WASDE.
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Reseal/
Farmer-Owne
Reserve 2/

38.0
370
29.0
10.0
3.0
B.0

8.0
13.0
11.0

342.0
403.0
260.0
360.0
560.0
1,061.0
611.0
654.0
586.0
632.0
487.0
287.0
144.0

NfA
N/A
N/A
N/A
NIA
NfA
NIA
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PSL-82R

Prepared Thursday, August 07, 2003

Price Support Division
Loan Deficiency Payment and Price Support Cumulative Activity As of 7/30/2003

TMPORTANT: (1) Data in this report is updated weekly. (2)Quantities and Amounts are in 10087s. (3)Units of Measure:
Wheat, Corn, Barley, Soybeans, and Oats in Bushetls, Flaxseed, Grain Sorghum, Sunflower 0fl & Other, Canola,
Rapeseed, Safflower, Mustard Seed, and Rice in CWT,; Upland Cotton in Pouncds. ($)Upload Cotton Loan/LDP Data
pravides Ferm A (FSA County Office) and Form G (Approved Cotton Co-op) Activity

| 1999 National Totals |

Loan Deficiency Payments Loan Activity |
Quantity Total Market Market | Average

Total Total [ Average

Quantity Payment |[Payment Under jRepaymentj Gain Gain Market

Loan Quantity || Quantity | Amount Gain
1,911,504.78|($890,023.81 A71141,324.224 123,684.39 115,169.50)1 $47,597 .61

End of Report

httrethirsns: foa neda anvrfnoradlancnrarQrmmat acnm QTN



Pul-82r Cumulative Keport

Page 1 of 1

PSL-82R

Price Support Division

Prepared Thursday, August 07, 2003

Loan Deficiency Payment and Price Support Cumulative Activity As of 7/30/2003

provides Form A (FSA County Office) and Ferm G {(Approved Cotton Co-0p) Activity

MPORTANT: (1) Data in this report is updated weekly. (2)Juantities and Amounts are in 1000's. (3)Units of Measure:
‘Wheat, Corn, Barley, Soybeans, and Oats in Bushels, Flaxseed, Grain Serghum, Sunflower Oil & Other, Canola,
Rapeseed, Safflower, Mustard Seed, and Rice in CWT,; Upland Cotton in Pownds. (4)Upload Cotton Loan/LDE Data

2000 National Totals

Loan Deficiency Payments Loan Activity l
Total Total Average Quantity Total Market Market | Average
Comm Quantit Payment {Payment Under ({Repayment]| Gain Gain Market
Y . Y Loan Quantity [ Quantity | Amount | Gain
1,782,252.83($791,074.44 A441178,915.50) 167,841.41[1100,307.83( $43,482.31 .431
End of Report

bt fhamime foa neda snufrocadioncurar Y vnatr non

QI
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PSiL-82R

Price Support Division
Loan Deficiency Payment and Price Support Cumulative Activity As of 7/30/2003

htepfwww.1sa.usda. govipscad/answer82rnat.asp

Prepared Tuesday, August 05, 2003

MPORTANT: {1) Data in this report is updated weekly, (2)Quantities and Amounts are in 1H@'s. (3yUnis of Measunc
heat, Comn, Barley, Soybeans, and Qats in Bushels, Flaxseed, Grain Sorghuin, Sunflower {4l & Other, Canola,

:: Rapeseed, Safflower, Mustard Seed, and Rice in CWT,; Upland Cotton in Pounds. (3)Upioad Cotton Loar/LDP Data
. provides Form A (FSA County Office) and Form G (Approved Cotton Co-0p) Activity

2001 National Totals
. Loan Deficiency Payments Loan Activity
Total Total | Average Quantity RepTao;raIient Market Gain Mdrket Gain: f;‘;er;gf
(| Quuky | Payment | Pament | Underlom | gy | Quotty | Amut gy,
{WHT | 687,720.11 $162,528.97; 24] 19485187 186264.53] 52,505.93  $6, 550.40¢ 12|
End of Report -

SHEMANTY2 11.57 AnA



_-¥2r Cumulative Report http://www fsa.usda.govipscad/answer82rnat.asp

PSL-82R

Prepared Tuesday, August 05, 2003

Price Support Division
Loan Deficiency Payment and Price Support Cumulative Aectivity As of 7/30/2003

HIMPORTANT: {1} Data in this report is updated weekly. (2)Quantides and Amounts are in 1000's. (3)Units of Measure:
i.Wheat, Corn, Barley, Soybeans, and Cats in Bushels, Flaxseed, Grain Sorghum, Sunflower Oil & Other, Canola,
Rapeseed, Safflower, Mustard Seed, and Rice in CWT,; Upland Cotton in Pounds. (4)Upload Cotton Loan/LDP Data

- provides Form A (FSA County Office) and Form G {Approved Cotton Co-op) Activity

[ i
i Market Gain | Market Gain -
Quantity | Amount |

Total Average
Repayment Market

_ _ Quantity i do o Gain
16| 118,124.57]  89,094.130 1213057  $1,360.53 11

i Total ; Total | Average 1« Quantity |
© Quantity °© Payment . Payment : Under Loan

End of Report

£ . eITMNONT 11.82 AN



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

