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Mr. Chairman, members of the Commission, I am pleased to have the 

opportunity to discuss with you the possible impact of the hog and pork 

imports from Canada on the U.S. hog production industry.

As you no doubt are aware, live hogs like many other commodities, 

are all priced at what the marginal supply increment will sell for. 

Therefore, a relatively small increase or decrease in supply will result 

in a substantially larger increase or decrease in price for the total 

supply. For example, from 1981 to 1982 the supply of pork per person in 

the U.S. was reduced by 9.2%, competing meat supplies increased by 1.1% 

even so live hog prices increased by 24.7%. From 1982 to 1983, pork 

supplies per person in the U.S. were increased by 5.6% and competing 

meat supplies were increased by 1.9% these larger supplies contributed 

to a 15.7% reduction in live hog prices. Certainly, there are other 

factors that can influence the prices of live hogs between different 

time periods. Some of these factors are marketing margins, pork demand 

influencing conditions such as incomes, and health related factors.

But, these factors usually change more slowly and do not usually 

contribute to big price changes from year to year so that a large 

proportion of these year to year changes in hog prices is due to changes 

in pork supplies and competing meats.

My plans are to give you three estimates of the possible price 

impact of the current imports of hogs and pork from Canada. To make



these calculations, I am using data of the imports of hogs and pork from 

Canada for the January-July period. This data was obtained from Leland 

Southard with Economic Research Service of U.S.D.A. The amount of 

imports for this time period was:

Live hogs 740,764 head

Product 206,750,323 lb. carcass wt. equivalent

Based on data from statistics Canada it is believed that about 14% 

of the live hogs were cull breeding animals. Because I did not have the 

live weight of the hogs imported when making these calculations, I used 

the following assumption about average live weights:

Barrow & gilt or bacon hogs 200 lb. avg. wt.

Cull breeding arrive 450 lb. 11 11

Calculated Wt. all live hogs

imported 235 lb. avg. wt.

With an assumed 71% dress I have a average carcass weight per hog of 

167 lb. Based on the above calculations I show the live hog imports 

amount to 124 million lbs. carcass weight product. The 124 million lbs. 

plus the approximate 207 million lbs. of carcass weight equivalent 

product imported amount to 3.98% of the U.S. pork production during the 

1st 7 months of 1984. For live hog prices, I used the prices of the 7 

major terminal U.S. hog markets weighted for the cull breeding animals 

and then adjusted them down 56 cents per cwt. to add confidence that I 

would not overestimate the impact of the imports. The price used was 

$48.00 per cwt. of live hog.

The first estimate is based on the assumption that the U.S. hog 

industry has reduced the production of hogs due to the lower prices
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resulting from the imports and the current 1984 total supply is no 

larger than it would have been without the imports. Thus, the total 

gross dollar loss to the U.S. hog producers is equal to the value of the 

imports and the price of the hogs produced in the U.S. is not influenced 

negatively. This condition would be the lowest possible loss.

The 331 million lb. carcass weight product is the equivalent of 

1,982,000 head of 235 lb. live hogs. At $48 per cwt. this is equal to 

about 224 million dollars total or $1.93 per cwt. of live hogs produced 

in U.S.

For the highest possible loss likely to the U.S. hog producers, I 

assumed that the U.S. hog producers have not reduced production and have 

the approximately 4% of U.S. production in imports from Canada added to 

the supply. For this estimate, I used one of the more inelastic price 

value found in the literature. This value was a -.4 which would give a 

2 1/2% change in price in the opposite direction for each 1% change in 

supply. The total gross dollar loss to U.S. producers with the above 

conditions would be 555 million dollars or $4.80 per cwt. of live hogs 

produced in U.S during the first 7 months of 1984.

I believe the probabilities are extremely high that the financial 

loss to U.S. hog producers would be within the limits of the above 

estimates but probably not very close to either extreme.

My 3rd estimate is a estimate made using the current coefficients 

that I use in doing live hog price forecasting. This estimate is based 

on the assumption that the U.S. hog industry has adjusted their 

production downward due to the imports from Canada in recent years. 

This adjustment amounts to 1.2% of U.S. production and is a larger



adjustment than would happen based on a price forecasting mode! we have 

at the University of Missouri.

The results of this calculation is an estimated loss of approxi

mately 377 million dollars for the U.S. pork producers for the first 7 

months of 1984. This is equal to $3.25 per cwt. of hogs produced in the 

U.S. during this period. The breakdown of this loss is $2.68 per cwt. 

for reduced prices due to the larger supply and 57^ per cwt. for lost 

production due to the imports.

As indicated earlier, I believe the probabilities are close to 100 

percent that the gross loss to the U.S. industry because of these 

imports is within the range of our high and low estimate.

I also believe the probabilities are fairly high that the gross 

loss to the U.S. producers would be within a few million dollars of my 

third estimate.

I will be pleased to respond to any questions the commission may

have.


