
  

 
THE CASE FOR THE ELMIMINATION OF REQUIREMENTS TO SURRENDER 

HISTORICAL CHEESE IMPORT LICENSES UNDER SECTION 6.25(b) 
 
Issue:  
The U.S. Department of Agriculture (USDA) administers the Dairy Import Licensing Program, 7 C.F.R. § 6.20 
et seq., which includes provisions related to eligibility of importers to hold a license.  One such provision, 7 
C.F.R. § 6.25(b), provides that: 

A person issued a historical license for the current quota year will be issued a historical license in 
the same amount for the same article from the same country for the next quota year except that 
beginning with the 2023 quota year, a person who has surrendered more than 50 percent of such 
historical license in at least three of the prior 5 quota years will thereafter be issued a license in an 
amount equal to the average annual quantity entered during those 5 quota years. 

 
This historical license reduction provision included in Section 6.25(b) creates unnecessary concern and 
confusion among import license holders.   

• The ability to import product may be impacted by factors beyond the control of importers, such 
as: 

o The availability of product due to circumstances out of the importers control such as 
weather, political, transportation and other factors including those affecting milk 
production may restrict the ability of importers to fully utilize their license. 

o Changes in currency exchange rates that adversely impact prices and temporarily change 
consumer demand.  

o The amount of product available for importation depends upon both producer decisions 
and intangibles, such as those associated with weather and natural disasters. 

o Presently due to the tariffs related to the Section 301 tariffs related to the Large Civil 
Aircraft Dispute increase of 25% duty rate, many historical license holders are 
experiencing lower demand. Clearly an issue out of their control affecting their ability to 
maintain historical import volumes. 

• This regulation places an undue burden on one class of license holder, where other provisions 
regarding usage apply to all classes of license holder. The current provision (7 C.F.R. § 6.23(c)(1)) 
providing for 85% usage is sufficient to promote license usage or return for reallocation to others. 

o The spirit of General Agreement on Trade and Tariffs (GATT) and Word Trade Organization 
(WTO) were for the USDA to administer these quotas to facilitate trade not impede trade 
to one class of license holder.  

o The provision can force businesses to import products as a protective and distortive 
measure against loss of license vs proper trade that is good for both domestic and import 
dairy trade. 

• In every previous notice of proposed rulemaking, there has been overwhelming response from the 
dairy trade, both importers and U.S. domestic producers, in favor of elimination of Section 6.25(b). 
USDA has now suspended this regulation on four occasions, citing changing marketing conditions, 
rendering it a regulatory nuisance to be addressed at the end of each suspension period: 

o In 1999 for five years; 
o In 2008 for two years;  
o In 2010 for five more years; and 
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o In 2015 for seven years, with a new base period beginning in 2018.  
• USDA has never articulated a rational reason why this provision is necessary.  In past rulemakings, 

USDA has stated that moving licensing subject to this provision from historic to lottery licenses is a 
desirable for new entrants into the cheese importing business.  However, CIAA has continued to 
argue that lottery license holders do not adequately invest in the imported specialty cheese 
market as they do not have the ability to create multi-year marketing and sales plans as they do 
not know what cheese and quota amount they have receive each year through the lottery.   

• Importers, and even the domestic industry, have recommended the elimination of Section 6.25(b) 
surrender provisions.  In response to an advanced notice of proposed rulemaking published in the 
Federal Register (78 FR 8434) on February 6, 2013, of the 39 respondents who commented on this 
issue, 37 were license holders or associations who supported its elimination.  

• The Cheese Importers Association of America (CIAA) on September 12, 2017, responded to the 
notice published in the Federal Register on Monday, July 17, 2017, asking for suggestions on how 
USDA “…can provide better customer service and remove unintended barriers in our programs in 
ways that least interfere with our customers.”  CIAA strongly recommended the elimination of 7 
CFR §6.25(b) “. . . because it threatens the business of importing high-quality specialty cheeses, 
and we believe meets the test of being outdated, unnecessary, or ineffective.” 

• Two license reduction provisions are unnecessary.  In order to be eligible to a hold license the 
following year, all license holders surrender the allotment they do not expect to use to meet the 
85% usage provision.  The fact that lottery license holders have been unable to make better use of 
the subsequent re-allocations demonstrates that historical license holders have not been reluctant 
to make full use of their quotas.  Importers make money by importing product.  They do not make 
money by refusing to do so.  

 
Solution:  

• Section 6.25(b) license reduction provision should be eliminated.  It has never operated as 
intended, is unnecessary, and is a threat to the historical licenses that are key to the development 
of the specialty imported cheese market and the food safety supply chain management objectives 
of the Food Safety Modernization Act (which is based upon the reliability of long term supply chain 
relationships with foreign suppliers to promote food safety).  An unintended, and undesirable, 
consequence of its application – forcing the use of import licenses in order to maintain them – 
would disrupt domestic markets, suppressing prices to the detriment of both importers and 
domestic suppliers.  Mere modification of the provision would not serve a known purpose, while 
complicating the administration of the quota program. 

 
Benefits:  

• Eliminating this provision will reduce the administrative burden on USDA because it will (1) 
remove the need to initiate unnecessary rulemaking to evaluate and suspend Section 6.25(b) and 
(2) save USDA resources that would be expended by evaluating whether license holders have met 
the 50% usage requirements in three of the last five years.  Additionally, other provisions of the 
regulations adequately address movement of quota from historic to lottery licenses (e.g. 7 C.F.R. 
§ 6.23(c)(1)). 

• Historic licenses are the bedrock of importer’s businesses.  Many cheese importers have based 
significant business decisions according to historic quota license allocations. Removing those 
historic quota allocations from existing cheese importers will reduce the desire to invest in their 
businesses and the marketplace.   

• Tearing down historical license Tariff Rate Quota threatens to undermine the marketing of 
imported specialty cheeses that have played an important role in introducing consumers to new 
cheese products, fueled the development of domestic artisanal cheeses, and domestic 
production of cheeses that previously were only available as imports.   


