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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-124 (Preliminary)

CERTAIN FRESH POTATOES FROM CANADA

Determination

On the basis of the record l/ developed in the subject investigation, the
Commission determineé, 2/ pursuant to section 733(a) of the Tariff Act of 1930
(19 u.s.c. § 1673b(a)), that there is a reasonable indication that an industry
in the United States isvmaterially injured, by reason of imports from Canada
of fresh or chilled round white potatoes, provided for in items 137.20,
137.21, 137.25, or 137.28 of the Tariff Schedules of the Unitéd States, which

are alleged to be sold in the United States at less than fair value (LTFV).

Background

On February 9, 1983, a petition was filed with the Commission and the
Department of Commerce by counsel on behalf of the Maine Potato Council
alleging that imports of certain fresh potatoes from Canada are being, or are
likely to be, sold in the United States at LTFV within the meaning of section
731 of the Tariff Act of 1930 (19 U.S.C. § 1673). Accordingly, effective
February 9, 1983, the Commission instituted a preliminary antidumping
investigation under section 733(a) of the Act (19 U.S.C. § 1673b(a)) to
determine whether there is a reasonable indication that an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry in the United States is materially retarded,

by reason of imports of such merchandise.

1/ The record is defined in sec. 207.2(i) of the Commiss1on s Rules of
Practice and Procedure (19 CFR § 207.2(i)).

2/ Chairman Eckes dissenting and Commissioner Haggart not participating.



Notice of the institution of the Commission's investigation and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commiésion, Washington, D.C., and by publishing the notice in the Federal
Register onvFebruary 24, 1983 (48 F.R. 7822). The.conference was held in
Washington, D.C. on Mérch 7, 1983, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION

On the basis of the record in investigation No. 731-TA-124 (Preliminary),
the Commission determines that there is a reasonable indication that an
industry in the United States is materially injured by reason of imports of
round white potatoes from Canada, which are allegedly sold at less than fair

value (LTFV). Commissioner Stern made an affirmative determination and

Chairman Eckes made a negative determination, Y so that by operation of

Q/ the Commission is deemed to

section 771(11) of the Tariff Act of 1930,
have made an affirmative determination.
In this opinion, Chairman Eckes and Commissioner Stern concur on the

questions of standards for determination, like product, regional industry, and

the current condition of the domestic industry.

Standards for determination

In a preliminary antidumping investigation, the Commission is directed by
title VII of the Tariff Act of 1930 (the Act) to determine whether there is a
reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury, or the establishment of an

industry in the United States is materially retarded, by reason of imports of

1/ Commissioner Haggart did not participate in this investigation.

2/ 19 U.S.C. § 1677(11).
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3/

the merchandise that is the subject of an investigation. = "Material

injury” is defined as “"harm which is not inconsequential, immaterial, or
unimportant.” 4 In making its determinations, the Commission is required
to consider, among other factors, (1) the volume of imports of the subject
merchandise which is the subject of the investigation, (25Athe effect of the
imports of that merchandise on prices in the United States for like products,

and (3) the impact of imports of such merchandise on domestic producers of

like products. 2/

In making a determination as to whether there is a threat of material
injury, the Commission considers, among other factors, (1)vthe rate of
increase of the allegedly dumped imports into the United States market,

(2) the capacity of the exporting country to generate exports, and (3) the
availability of other export markets. &/ Findings of a reasonable

indication of threat of material injury must be based on a showing that the
likelihood of harm is real and imminent, and not based on mere supposition,

7/

speculation, or conjecture. —

3/ 19 U.S.C. § 1673b(a).
4/ 19 U.S.Ce § 1677(7)(A).
5/ 19 U.S.C. § 1677(7)(B).

6/ Section 207.26 of the Commission's Rules (19 CFR § 207.26); H.R. Rep.
317, 96th Cong., lst Sess., 46 (1979; Prestressed Concrete Steel Wire
Strand from the United Kingdom, Inv. No. 731-TA-89 (Final), USITC Pub.
1343, 9 (1983); Stainless Steel Sheet and Strip from West Germany, Inv.
No. 731-TA-92 (Preliminary), USITC Pub. 1252, 14-15, 14-15 (1982).

7/ S. Rep. 249, 96th Cong., lst Sess., 88-89 (1979); S. Rep. 1298, 93rd
Cong., 2nd Sess., 180 (1974; Alberta Gas Chemicals, Inc., v. United
States, 515 F. Supp. 780, 790 (USCIT 1981).



Like product

The term "industry" is defined in section 771(4)(A) of the Act 8/ as

consisting of--

[t]he domestic producers as a whole of the like product or
those producers whose collective output of the like
product constitute a major proportion of the total
domestic production of that product.

The term "like product,” in turn, is defined in section 771(10) 9/ as being--
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 imported product which is ihe subject of this investigation is round white
potatoes from Canada.

The potato is a member of the Solanaceae, or nightshade, plant family and
is closely related to the tomato, eggplant, and pepper. It is a non-woody,
annual plant. Under favorable conditions, it develops underground tubers at
the end of hofizontal underground stems. The tuber is an enlarged portion of
the underground stem and stores surplus carbohydrates not used by the plant

for growth, fruiting, or other life processes. Potato tubers are of many

8/ 19 U.S.C. § 1667(4)(A).

9/ 19 U.S.C. § 1677(10).
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sizes, shapes, and colors. 10/ Only the white-fleshed types of potatoes are

popular in the United States. ll/ Potatoes are differentiated by type

according to shape (such as long or round) and skin-color (such as white,

russet, or red). The principal types in the United States are the russet

potato (russet skin and elongated éhape), the round white potato, the round

red potato, and the long white potato. Within each type, certain varieties

predominate. 12/

13/

Although all potatoes are grown and harvested similarly, —' there are

physical differences between each type of potato. Round white potatoes are

distinct from other potatoes not ohly in their color and shape, but also in

their specific gravity (that is the ratio of solid matter to water in the
Y . . ,

po;ato).-—- Round reds have lower specific gravity (a higher water

content) and, therefore, are éold primarily for boiling. They are not

considered suitable for processing. The russet potato, particularly the

10/ Robert E. Rhoades, "The Incredible Potato,” National Géogfaphic; Vol.
161, No. 5, May, 1982, p. 68.

11/ The sweet potato belongs to the Convolvulaceae, or morning glory
family. It is not botanically related to the white potato.

12/ Based on certified seed acreage planted in 1981, the varieties most
prevalent in the United States today are the Russet Burbank (41
percent), the Kennebec round white (8 percent), the Norchip round white
(7 percent), the Superior round white (7 percent), and the Katahdin
round white (5 percent). The Competitive Status of Major Supply Regions
for Fall Harvested Fresh White or Irish Potatoes in Selected Markets,
Inv. No. 332-140, USITC Pub. 1282, pp. 1-3 (1982) (hereinafter Potatoes).

13/ Respondents' Postconference Brief, pp. 1-2.

14/ Transcript, pp. 55-56.
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Russet Burbank, has a relatively high specific gravity and is generally more
disease-resistant than round whites. It is sold for use as both a tablestock
and an all-purpose processing potato. Round whites (depending on the variety)
are generally less disease-resistant than russets, and are sold principally as
tablestock potatoes, with only limited sales for processing (primarily for
potato chips). 15/ Moreover, ‘the large price differential between round
whites and russets suggests that they are not viewed as substitutable
commodities by consumers. Therefore, in this preliminary investigation, we
determine that the like product consists of all round white

potatoes. 16/ 17/ 18/

Industry
Investigations under the Act generally examine the impact of imports on a
national industry. In “"appropriate circumstances,” however, the Act

recognizes that the impact of imports on an isolated market may be such as to

15/ Potatoes, supra, ppe 1-3.

16/ If this case returns for a final determination, Commissioner Stern
anticipates that data will be gathered which will permit a more thorough
analysis of the like product issue.

17/ Separately published price data for round whites, russets, and round

reds alone are insufficient to establish that these are separate like
productse.

i§/ The Canadian producers and exporters argued that imports from Prince
Edward Island, Canada, are different from Maine potatoes because of
their size and grading. Transcript, pp. 67-70. As a general rule,
differences in size are not by themselves a basis for determining that
the domestic product is not like the import. We note that size-specific
data on potato imports are not available.



_8_
warrant the imposition of antidumping or countervailing duties. 12/ In
investigations of this type, the Act authorizes the Commission to examine
regional markets for particular commodities and to determine whether injury
exists within that regional market.
There are three prerequisites which must be establisﬁéd in order to
determine that there are "appropriate circumstances” for consideration of a

regional industry. The three requirements are:

l. VWhether the producers within such regional market

sell all or almost all of their production of the
like product in that market;

2. Whether the demand in that market is supplied, to any

substantial degree, by producers of the product
located elsewhere in the United States; and

3. Whether there is a concentration of the allegedly

dumped 05 7ubsidized merchandise into the regional
market. 20

If these three criteria for the existence of a regional industry are mét, then

the Commission may proceed to determine whether that regional industry is

materially injured or threatened with material injury.
In this investigation, the petitioner urged the Commission to find a

regional industry, described as "the Northeastern Region of the United

States,” constituted by the states of Maine, New York, Pennsylvania,

19/ 19 U.S.C. § 1677(4)(C).

20/ 1d.



_9_..
Connecticut, Rhode Island, Massachusetts, Vermont, and New Hampshire. 23/

Subsequently, the petitioner also suggested the inclusion of Baltimore,

Maryland, and Washington, D.C. gg/

In previous cases, the Commission has drawn regions with contiguous

23/

component parts. ==/ Furthermore, wholly surrounded producing and/or

consuming areas have been included. In this case, we have included the States
of New Jersey and Delaware in the area, as well as the entire State of
Maryland. Although it appears that round white potatoes are grown in only
some of these jurisdictions, they are marketed throughout the entire
geographic area.

An examination of the information on whether the producers within such
regional market sell all or almost all of their production of the like product
in that market indicates that 89.4 percent of the round white potatoes sold by
24/ 25/

producers in the geographic area remain in this regional market.

This limited radius of shipments may be principally attributed to the

21/ Petition, p. 3.

gg/ Petitioner's Postconference Brief, p. 7.
Commissioner Stern notes that the petitioner seemed to suggest that
the region for analyzing consumption should be different from that for

production. Such an inconsistent definition would violate the statutory
logic on regionality.

23/ Chairman Eckes does not adopt this "theory of contiguity” at this time.

24/ Report, p. A-15.

25/ Portland Hydraulic Cement from Australia and Japan, Invs. Nos.’
731-TA-108 and -109 (Preliminary), USITC Pub. 1310, 4-5 (1982), 93
percent of production remained in the region and in Certain Steel Wire
Nails, supra, 80 percent of production remained in the region.
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relatively high cost of transportation. EQ/ Transportation beyond this
geographic area would be a major competitive disadvantage for Northeastern
producers.

With regard to whether the geographic market is supplied, to any
substantial degree, by producers of the product located elsewhere in the
United States, the data show that round white potatoes from outside the

geographic area account for 7.0 percent of consumption in the area. ZZ/

Demand in this market, therefore, is not supplied to any substantial degree by
producers located outside the area.

With respect to a concentration of imports, 73 percent of imports of
round white potatoes from Canada are consumed in the Northeastern geographic

28/

area. —  Nationally, imports from Canada constituted 4.1 percent of U.S.

consumption in 1981/82. 22/ Within the Northeastern geographic area,

however, Canadian imports accounted for 7.4 percent of consumption. 39/

26/ For example, in May 1982 transportation costs constituted 32 percent of

the price of potatoes shipped from Maine to New York City. Potatoes,
Table 22.

27/ Report, Table 18 and p. A-23.

28/ The 73 percent figure is taken from the Report, p. A-15. This figure
was calculated by multiplying the estimated amount of Canadian round
white potatoes entering via Northeastern U.S. customs districts (2.93

million hundredweight) by .89 (the portion of Canadian potatoes entering
the region which remained in the region), and then by dividing the

result (2.61 million hundredweight) by the estimated total U.S. imports
of round white potatoes from Canada (3.57 million hundredweight).

29/ Report, Table 36.

30/ Report, Table 18.

10
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Therefore, we conclude that the imports of round white potatoes from Canada
are concentrated within the Northeastern geographic areae.

The Northeastern geographic area satisfies all three prongs of the
regional industry test and, therefore; we determine that a regional industry
analysis is appropriate. The region consists of the jurisdictions of Maine,
New York, Pennsylvania, Connecticut, Rhode Island, Massachusetts, Vermont, New

Hampshire, New Jersey, Delaware, Maryland, and the District of Columbia.

Condition of the domestic industry
| The information on the current condition of the domestic industry
indicates that the industry is experiencing difficulties. The region's
production of round white potatoes has fluctuated over the four crop years of
the investigation, falling from 1979/80 to 1980/81 and then rising from
1980/81 to 1981/82 and increasing slightly from 1981/82 to 1982/83. 31/ 32/
Since potatoes are generally placed in storage during the harvest and
released during the next few months, end of harvest inventories have generally
followed the trend in production. éé/ Although domestic round white potato
production increased slightly from 1981/82 to 1982/83, inventories of all

potatoes in the Northeastern Region increased noticeably between these two

31/ Report, p. A-13.

32/ Commissioner Stern notes that 1982/83 levels of production were five
percent below the 1979/80 levels.

33/ Report, p. A-17.

11
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34/

crop years. =—  Moreover, shipments of potatoes originating in Maine and
New York (representative of the region's prodﬁction) decreased from 12.0
million hundredweight during the period September 1981-February 1982 to 10.9
millidn hundredweight during the‘period September 1982-February 1983, a
decrease of 9.4 percent. 3 “

Employment data for the region is not available. ﬁowever, Aroostook
County, Maine, accounts for most of Maine's round white'potato production, and
Maine aécounts for 50 pércent of the region's producfion. Petitioner asserts
that agricultural unemployment in Aroostook County was 15 percent. This may

be due to unemployment among potato workers as potatoes are its predominant

CTODe "3‘6—/

Financial data show that the production of potatoes in the region was not

profitable during crop years 1979/80 and 1980/81, although it became

- 37/
profitable in 1981/82. 31/ Preliminary indications are that potato

production is not profitable for 1982/83. §§/ There is reason to believe

that a significant share of Maine round white potatoes are being sold below

34/ Report, Table 13.

Commissioner Stern notes that there is no information available on
inventories of round white potatoes in the Northeastern Region.

35/ Report, Table 12.
36/ Report, p. A-18.
37/ Report, p. A-19.

38/ 1.

12
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39/ 40/

the cost of production. == -—' Moreover, petitioner asserts that the

number of foreclosures on potato farms has increased recently. AL/ 52/

VIEWS OF COMMISSIONER STERN ON CAUSATION
Total potato imports have increased significantly during the period under
investigation, nearly tripling from crop year 1979/80 to crop year
1981/82. &é/ Imports of round white potatoes more than doubled from crop

year 1979/80 to crop year 1981/82, increasing their share of the regional

market from 3.4 percent to 7.4 percente. 44/

The record shows that‘at the wholesale market level there is a premium
price paid for at least some Canadian potatoes. In part, this premium price
may be attributable to the uniformly largef size and tighter grading standards
of Canadian imports. Nevertheless, there does appear to be a relation between

the price of domestic potatoes and the price of imported potatoes. When

39/ 1d.

40/ Ppetitioner has submitted information of a survey of 50 potato growers in
the state of Maine for the 1981-82 crop year, representing approximately
7.5 percent of total round white potato acreage harvested. Forty-three
of those producers showed a loss on potato operations, averaging 39
cents per one dollar of sales.

41/ Petitioner's Postconference Brief, p. 24.

42/ Financial data, while not decisive, are obviously very important to a
Commission investigation. Thus, should this case return for a final
investigation, Commissioner Stern desires that the Commission have
available much more detailed information regarding the financial
experience of domestic producers.

43/ Report, Table 1l4.

44/ Report, Table 18.

13
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observed over the course of this investigation, prices for both rose and fell
simultaneously, although the percentage difference between the two rates

45/
fluctuated. — In fact, there are instances in which the lowest prices for

Canadian potatoes are below‘the highest prices for Maine potatoes. ﬁﬁ/ As a
result, there may be some underselling by the imported prodﬁct. 47/

The impact of increased impbrts of round white potatoes, as with any
other increase in domestic supply, is very pronounced. Two recent studies
have placed the pfice elaétidity'bf‘supply of potatoes at minus 2 and at minus
3.76. That is, a one percent increase in the suéply of potatoeé will lead to

a decrease in price of 2 percent or 3.76 pefcént. ﬁé/

‘ This ;uggests that price'suppression or depression may well be preéént.
When suppliés of thé éremium grédé Canadian potato are on‘the market at a'
priée below a pre?ious price, domestic producers; in order to sell their
shipmeﬁts of the lower gfade potato; afe unable to raisé theif prices or are
forced to lower their prices in order to liquidate their stocks on the
market. Therefore, while it may be true that the Canadian potatoes are
generally higher priced and, in that sense are not price leaders, changes in
the prices of Canadién:fotatoes_appéar;to affect the prices received for

domestic round white potatoes.

45/ Report, Tabies 24 and 25.
46/ Potatoes, Tab1e162.’.‘
47/ Report, Table 26.

48/ Report, p. A-25.
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Based on the best information now available, I have concluded that there
is a reasonable indication that all or almost all of the domestic producers of
the like product in the northeastern region are materially injured by reason
of the Canadian imports. Should this case return for a final determination,
the information available to the Commission should be supplemented
considerably. In‘the present case, the Commission has been forced to rely on
many estimates as the "best information available.” As examples of the types
of information needed, import data are poor in this preliminary
investigation. We do not currently know what portion of imports from Canada
originate in Prince Edward Island and what portion originate in New
Brunswick.‘ Since there are alleged quality differences between the two, this
information is quite important to an adequate understanding of the composition
of Canadian exports. It has not been possible to examine the impactvof size
differentials of the imports on relative prices in the United States.

Separate price series on Prince Edward Island and New Brunswick would be
desirable to analyze the effects of the imports from Canada. We also need
more import information on round white potatoes to distinguish such imports
from imports of other types of potatoes and to determine how much of these
imports are destined for, and remain in, the Northeast Region. Information on
the financial performance of the domestic producers is very sketchy at this
time. For a final investigation, information regarding profit and loss,
employment, and cash flow, for example, will allow the Commission to conduct a
detailed examination of the health of the domestic industry, rather than to

rely on estimates and inferences from partial data.
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VIEWS OF CHAIRMAN ECKES ON CAUSATION

In brief, this is a weak case and should have been terminated at the
preliminary level. Petitioners were unable to establish any connection
between imports and injury to the domestic industry.

Because the Commission has defined the like product a; round white
potatoes, the volume of imports should be considered in terms of Canadian
round white potatoes. Imports increased from l.l million hundredweight in
1979/80 to 2.4 million hundredweight in 1980/81. Imports increased slightly

in 1981/82 to 2.5 million hundredweight.

In this investigation, traditional indicators associatéd with pricing
information show that imported round white potatoes from Canada have had no
effect on prices in the United States. For one thing, there is little
evidence of imports underselling domestic potatoes. On the contrary, domestic
potatoes generally undersell imports. In the three years that Canadian
imports were compared to domestically produced round white potatoes, domestic
potatoes undersold their Canadian counterparts in 32 out of 34 months in the
Boston market. 49/ In the New York market, domestic potatoes undersold

imports in all 30 months examined. 30/ Nor is there evidence of lost

sales. The Commission received allegations of sales lost to 20 customers of

49/ Reﬁort, Table 26.

50/ 1d.

16



- 17 -

round white potatoes. Of the 6 customers that were contacted, not one

confirmed a domestic sale lost to Canadian imports. 31/

Petitioner has alleged that Canadian round white potatoes have suppressed

the price of domestically produced round white potatoes. Although head to
head comparisons were available only for round white potat;esufrqm Prince
Edward Island (hereinafter PEI) and Maine rqund white potatoes, this
information shows that over three years Canadian prices were higher than those
from Maine in 30 of 30 months in the New York market 22/ and in 32 of 34

23/ 54/ 55/

months in the Boston market. Additionally, it is noteworthy

that prices of Canadian and domestically produced round white potatoes rose

56/ 57/

and fell together. Furthermore, the fact that Canadian potatoes

are consistently higher priced suggets that Canada is not the price leader in

the potato market.

51/ Report, pp. A-29-30.
52/ Report, Table 24.
53/ Report, Table 25.

54/ There is some information on the record that Canadian round white
potatoes are preferred for their superior quality and that consumers are
willing to pay more for this higher quality potato. Report, p. A-27.

55/ It is also noteworthy that in the first three months of 1983, in the
Boston market, the price of round white potatoes from Canada rose while
the price of domestically produced potatoes fell. Report, Table 25.

56/ Report, Tables 24 and 25.

57/ A review of the price trends for potatoes in markets outside the
Northeast Region indicates a parallel rise and fall for the Atlanta and
Chicago markets. This is a further indication that imports from Canada

are not suppressing prices in the Northeast Region. Report, Table 37.
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It has been argued that potatoes are price sensitive, citing price
elasticity studies of the U.S;'Department of Agriculture which put the
elasticity at minus 5 and minus 2. Petitioner also cites a more recent study
by the University of Maine which puts the figure at minus 3.76. 28/ Thus,
it is argued that increaséd imports of Canadian round white potatoes into the
region, without a correspondihg increase in domestic consumption, will have a
price—suppressing effect. Without commenting on these price elasticity
figures, it must be remembered that price elasticity, as used here, measures
changes in price from changes in supply. Tﬁﬁs, when we examine the changes in
domestic production and the changes in imports from Canada, we find that
changes in.domestic production are far greater than changes in impofts. 29/
Therefore, any price effect which the small change in the volume of imports
ma& have is insignificant when compared to the price changés resulting from
domestic production factors.

In brief, the pricing data indicate that Canadian imports have not
undersold domestically produced round white potatoes, that there have been no
confirmed lost sales in the Northeastern Region, and that changes in domestic

production have had a greater effect on potato prices than have imports.

58/ Petitioner's Posthearing Brief, pp. 18-19.

§g/ For example in 1981/82 domestic production increased 3.6 million
hundredweight over the previous year whereas Canadian imports increased
only 92 thousand hundredweight in this same period. Report, p. A-13 and
Table 18. o ‘ : R ' '
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Thus, Canadian imports have little, if any, effect on prices in the United
States for round white potatoes.

There is no indication that imports have affected domestic production
during the period of this investigation. Domestic production declined from
41.8 million hundredweight in 1979/80 to 36.0 million hundredweight in
1980/81. QQ/ Domestic producfion increased, however, in 1981/82 to 39.6
million hundredweight and again slightly in 1982/73 to 39.7 million

hundredweight. 9L/

Although the volume of imports has increased during the period of
investigation, the latest information reveals that there was only a slight
increase from 1980/81 to 1981/82. Further, the effect of imports on domestic
prices appears to be negligible. Finally, domestic production has increased
in the last two crop years. Thus, there is no reasonable indication of
material injurye.

With regard to whether there is a threat of material injury, the
Commission has considered among other factors the rate of increase of
allegedly dumped imports into the Northeastern Region, the capacity of the
exporting country to generate exports and the availability of other export
markets.

Imports of Canadian round white potatoes increased substantially from 1.1

million hundredweight to 2.4 million hundredweight in a one year period from

60/ Report, p. A-13.

o/ Id.
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1979/80 to 1980/8l1. 1In the following year, however, the volume of imports
increased only slightly from 2.4 million hundredweightyto 2.5 million
hundredweight. |

Canadian capacity has increased, in terms of aéfeage, from 264,000 acres
in 1980/81 to 273,000 acres in 1981/82. This acreage incféased again in
1982/83 to 280,000 acres. 52/ There is some indication that Canada intends
to foster further expansion of its potato industry in the Maritime

Provincese. éé/

The petitioner asserts that Canadian round white potato exporters in the
future will ship these potatoes originally destined for third country markets
to the Northeastern region because of recent protectionist efforts by third

64/

countries to restrict agricultural imports. — This allegation is
undocumented in the record of this investigation.

These factors indicate that the rate of imports has slowed to near
stabilization and that there may be increased Canadian capacity. Whether this
increased capacity would cause imports to the United States to increase,
however, would be speculative. None of these factors alone nor together

indicate that the likelihood of harm is real and imminent, and not based on

mere supposition, speculation, or conjecture. Thus, there is no reasonable

62/ Report at Table 2.

63/ Report at A-20.

64/ Petitioner's Post Conference Brief at 26.
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indication of a threat of material injury from imports of Canadian round white
potatoes to the domestically produced product.

Finally, I should emphasize that the sparseness of data on some details
is not a sufficient reason to carry this preliminary investigation to a
final. The Commission has conducted an extensive investig;tion of the potato
industry under section 332. That recent data was incorporated into the record
of this case. Furthermore, the Commission has conducted two public
hearings--one in Boise, Idaho, on June 24, 1982, and the other in Bangor,
Maine, on June 30, 1982. I am doubtful that further investigation will

develop significant new information.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On February 9, 1983, a petition was filed with the U.S. Internatiomal
Trade Commission and the U.S. Department of Commerce by counsel on behalf of
the Maine Potato Council. The petition alleges that fall-harvested round
white potatoes imported from Canada are being sold in the United States at
less than fair value (LTFV). Accordingly, effective February 9, 1983, the
Commission instituted investigation No. 731-TA-124 (Preliminary) under section
733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)), to determine whether
there is a reasonable indication that an industry in the United States is
materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of the importation from Canada of fresh or chilled round white potatoes
provided for in items 137.20, 137.21, 137.25, and 137.28 of the Tariff
Schedules of the United States. The statute directs that the Commission make
its determination within 45 days after its receipt of a petition, or in this
case by March 28, 1983. Notice of institution of the Commission's
investigation and of the public conference 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, D.C., and by publishing the notice
in the Federal Register of February 24, 1983 (48 F.R. 7822). 1/ The public
conference was held in Washington, D. C., on March 7, 1983, at which time all
interested parties were afforded the opportunity to present information for

consideration by the Commlsslon. 2/ The Commission voted on the investigation
on March 22, 1983.

Previous Commission Investigation on Fresh Potatoes

On April 1, 1982, following the receipt of letters of request from
Ambassador William E. Brock, the United States Trade Representative (USTR),
the Commission instituted investigation No. 332-140, é/ in which the
Commission studied in particular the competitive conditions of the potato
industry of the State of Maine and the Northeastern market and the importance
of the factors which affect the competitive position of Maine producers
vis—a-vis producers in other States or marketing regions of the United States
and Canada. Following approximately 5 months of investigative work, which
included public hearings in Bangor, Maine and Boise, Idaho, the Commission
released a report of the investigation on August 16, 1982.

1/ A copy of the Commission's notice is presented in app. A. 'A:copy‘of‘the'
UsSe. Department of Commerce's notice is presented in app. B, ’

2/ A list of witnesses appearing at the conference is presented in app. Ce

3/ The Competitive Status of Major Supply Regions for Fall Harvested Fresh
White or Irish Potatoes in Selected Markets, Report to the President om |
Investigation No. 332-140 Under Section 332 of the Tariff Act of 1930, USITC
Publication 1282, August 1982. )
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.Description and Uses

The white potato, which is also called an Irish potato (Solanum
tuberosum, L.), is a member of the Solanaceae family of plants and is related
to the tomato, eggplant, and pepper. The potato tuber is an enlarged portion
of an underground. stem that stores carbohydrates not used by the potato plant
for growth. Botanically, potato tubers are of a great many sizes, shapes, and
colors of 'skin or flesh. However, only white-fleshed potatoes (the so-called
white or Irish potato) are popular in the United States and.Canada. Potato
tubers include dormant buds that, together with a leaf scar, constitute the
potato "eyes," which are necessary for growth of a new generation of plants.
The potato is a temperate zone plant that grows best in light, fairly acidic,
well-drained soils. However, it is very hardy and is adaptable to a variety
of climates and soils. The period of growth from planting to maturity ranges
from 80 days to 150 days, depending on the variety. Potatoes may be harvested
for food consumption before maturity, but such potatoes are generally smaller
and cannot be stored as long as potatoes harvested at maturity. . Fresh
potatoes have a relatively high water content and a porous skin and are
subject to weight loss whenever storage conditions are not ideal; losses may
occur anywhere in the marketing chain from grower to consumer. Because of
their bulk, potatoes generally are shipped in the fresh condition only when
users require a fresh.potato, such as for tablestock and seed uses, or for
specialized processing uses such as potato chips.

Nearly all of the numerous potato varieties grown commercially are
classified as one of four potato types, namely, round white potatoes, russet
potatoes, round red potatoes, and long white potatoes (the latter is produced
extensively only in Central California for spring and summer harvests). Most
potato varieties fit into the round white type and, depending on the qualities
of the individual variety, this type is used mostly for boiling, frying,
mashing, and chipping. Major round white varieties include Superior,
Kennebec, Katahdin, and Norchip. Russet potatoes sold as tablestock are used
extensively for baking by restaurants, institutions, and home consumers.

Also, russets are the preferred processing potato for freezing and
dehydration. The dominant russet variety is the Russet Burbank, but others
include the Norgold Russet, Centennial Russet, and Belrus. The distinguishing
characteristic of the round red type of potato is the red color of its skin;
they are used primarily for boiling, and for their attractive appearance.
There are about a half dozen commercially produced round red varieties
including Red Pontiac and ‘Red LaSota. '

About 83 percent of the potatoes produced in the United States (1981/82
crop year) were used as food, about 7 percent for seed, and about 2 percent
for feed and starch. Shrinkage and loss accounted for the remaining 8
percent. Of the potatoes used for food, 61 percent were processed 1/ and 39
percent were used as tablestock potatoes, e.g., sold fresh for consumption.
The market for tablestock potatoes is to a large degree dependent upon

l/ The principal uses of processed potatoes include frozen french fries and
other frozen products, fried potato chips and shoe strings, dehydrated potato
granules and flakes, and canned potatoes.
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consumer attitudes, especially concerning the visual appearance of the potato,
differences (real or perceived) in the cooking qualities of the different
potato types, and the specific planned meal use for the potato.

The seed potatoes planted in the United States are usually certified as
seed. The use of certified seed potatoes assures the commercial potato grower
that his fields will be nearly disease free. Approximately 20 States have
established systems for seed certification; there is no Federal seed
certification program in the United States. While standards for certification
vary by State, they are similar in content and all jurisdictions require a
certification tag on the potato bags prior to shipment. Potatoes that meet
the standards of the official certification agency may be certified and
offered as certified seed. 1In Canada, the certified seed potato programs are.
subject to both Federal and Provincial requirements.

The Canadian Industry
' Nearly all U.S. imports of fresh potatoes during recent years have been
from Canada, the source of the potatoes which the petitioner alleges are sold

at less than fair value. Accordingly, data have been collected on the
Canadian potato industry.

Canadian production

Potatoes are produced in each of Canada's 10 Provinces, with
approximately 65 percent of production occurring in Eastern Canada,
principally in Prince Edward Island, New Brunswick, and Quebec (table 1, app.
D.). Total Canadian production in the 1982/83 crop year was 60.6 million
hundredweight, which is approximately 17 percent of U.S. potato production.
During crop years 1979/80 to 1982/83, total Canadian production of potatoes
ranged from 54.6 million hundredweight in 1980/81 to 60.9 million
hundredweight in 1979/80.

Canadian acreage

During crop years 1979/80 to 1982/83, Canadian potato acreage planted
ranged from 264,000 acres in 1980/81 to 280,000 in both 1979/80 and 1982/83
(table 2). Eastern Canada accounted for 62 percent of such acreage planted
during the period, ranging from 158,000 acres in 1980/81 to 172,000 acres in -
1982/83. The increase in Prince Edward Island acreage in recent years may be
almost wholly for the production of russet potatoes, according to witnesses lj.
Acreage planted in Eastern Canada increased by 8.9 percent between 1980/81 and
1982/83, whereas acreage planted in Central Canada remained constant and
acreage planted in Western Canada increased 12.5 percent.

1/ Post conference statemeht of Williams and Ince, p. 20.
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Canadian acreage passing certification for seed amounted to 79,000 in
1981/82, or 30 percent of total Canadian acreage planted. Eastern Canada
accounted for approx1mate1y 91 percent of Canadian acreage passing seed
certification. The province of Prince Edward Island is the most important
producer of certified seed and in 1981 accounted for 62 percent of total seed
acreage.

Acreage planted by variety for seed certification provides an indication
of the types of potatoes grown for tablestock and other uses. The bulk of the
certified seed potato acreage in Canada is devoted to the round white type of
potato, followed by the russet and round red types. There has been a shift,
however, in the relative importance of the types planted for seed certifi-
cation. During 1979/80 to 1981/82, the share of certified round white seed
potato acreage declined from 68 percent of the total to 60 percent. The share
of the acreage planted in certified round red seed potatoes remained
relatively unchanged, ranging from 5 to 8 percent of the annual plantings
during 1979/80 to 1982/83. The following tabulation, as compiled from data on
varieties published by the United Fruit and Vegetable Association, Alexandria,
Va., shows the percentage distribution of Canadian potato acreage passing
certification, by specified potato types:

Potato type

Year

: Round : : Round :

: white : Russet : red : Total

: - -—Percent
1979 : 68 : 27 : 5 100
1980 : 60 : 34 6 : - 100
1981 : 60 : 32 ¢ 8 ¢ 100

Canadian consumption

During 1979-81, apparent Canadian consumption of potatoes ranged from
46.0 million hundredweight in 1979 to 41.5 million hundredweight in 1980
(table 3). Consumption in 1981 is estimated at slightly less than 46.0
million hundredweight. Data compiled from information supplled by the U.S.
Department of Agriculture (USDA) indicate that in recent years (1978-81)
Canadian consumption (by quantity) of potatoes was approximately as follows:
50 percent fresh market (includes imports), 38 percent processing, and 12
percent seed.

Canadian stocks

Canadian potato stocks are at their highest levels in November
(immediately after harvest). In the following months stocks are gradually
depleted and by June are usually nil. Total Canadian stocks held in storage
and wholesale warehouses on November 1 of 1979-81 ranged from 39.3 million
hundredweight in 1980 to 43.6 million hundredweight in 1979 (table 4). The A-4
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high stock level on November 1, 1979, was a direct result of the record
harvest for the 1979 crop. Stocks held in Eastern Canada account for the
majority of holdings and in 1981 made up 69 percent of total stocks.

Canadian exports

Canadian exports of fresh potatoes increased from 3.6 million
hundredweight in 1979 to 5.9 million hundredweight in 1981 (table 5). The
United States is the principal market for Canadian potato exports, accounting
for 64 percent of such exports, in terms of quantity (and 65 percent, in terms
of value) in 1981. .

Canadian exports of seed potatoes ranged from 2.1 million hundredweight
in 1979 to 3.0 million hundredweight in both 1980 and 1981, and accounted for
54 percent of total Canadian potato exports during 1979-81 (table 6). This is
an indication of Canada's worldwide reputation for high-quality seed
potatoes. The United States accounted for approximately 48 percent of total
Canadian seed exports in 1981.

Canada's exports of fresh potatoes, other than seed, increased from 1.5
million hundredweight in 1979 to 2.9 million hundredweight in 1981 (table 7).

The United States accounted for 80 percent of the quantity of such exports in
1981.

Eastern Canada accounted for 74 percent of Canadian potato exports to the
United States in 1980/81 (table 8). According to Canadian statistics,
approximately 60 percent of Eastern Canada's exports were seed potatoes.

Canadian imports

During 1979-82, Canadian imports of seed potatoes and fresh potatoes,
other than seed, ranged from a high of 3.7 million hundredweight, valued at
$21.8 million (Canadian), in 1979 to a low of 2.5 million hundredweight,
valued at $24.7 million, in 1980 (table 9). Fresh potatoes, other than seed,
accounted for 96 percent of the total quantity and 97 percent of the total
value of imports in 1981. The United States is virtually the only supplier of
such imports (over 99 percent, in terms of quantity and value), in 1981.

U.S. Importers

There are approximately 100 U.S. importers of fresh potatoes; most of
these importers are located in the Northeastern Region of the United States.
Useable information was provided to the Commission by 25 U.S. importers of
Canadian potatoes in the course of investigation No. 332-140. Eighteen of the
importers were from the Northeastern Region (8 of which were from Maine), 5
were from the North Central Region, 1 was from the Western Region, and 1 was
from the Southern Region. The 25 importers accounted for 38 percent of U.S.
fresh potatoes imported from Canada in 1980/81. Of the 2.9 million
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hundredweight of potatoes imported by these firms from 1979/80 to 1981/82,
approximately 76 percent went to the Northeastern Region, 22 percent went to
the Southern Region, and 2 percent went to the Central Region.

Sixteen of the importers were firms that buy and sell both Canadian and
U.S. potatoes. Five of the importers were also packers, and five were located
in terminal markets. Four of the importers were retail distributors to
chainstores, and four were growers of potatoes as well as importers of
potatoes.

Canadian sellers occasionally contact U.S. importers with offers to sell
potatoes. For example, U.S. importers responding to the Commission
questionnaires advised that in approximately 42 percent of the instances where
they purchased Canadian potatoes, they had been first contacted by Canadian
sellers. 1In 33 percent of all transactions, U.S. shippers or brokers
initially called the importers, and in 24 percent of all transactions, the
importers called the sellers. Thus, approximately twice as many of the
reported transactions resulted from a Canadian seller looking for a U.S. buyer
than resulted from a U.S. buyer looking for a Canadian seller. 1Indeed, a
recent Commission staff field trip to a major terminal market for potatoes in

New York indicated that the practice of Canadian sellers contacting U.S.
buyers continues.

U.S. Tariff Treatment

Imported fresh potatoes are classified for tariff purposes under items
137.20, 137.21, 137.25, and 137.28 of the Tariff Schedules of the United
States (TSUS). Items 137.20 and 137.21 provide for certified seed potatoes
under specified conditions, 1/ and items 137.25 and 137.28 provide for
potatoes "other than such certified seed.”

1/ The specified conditions in a headnote of the tariff schedules are that
such potatoes must be "certified by a responsible officer or agency of a
foreign government in accordance with official rules and regulations to have
been grown and approved especially for use as seed,” and must be "in
containers marked with the foreign government's official certified seed potato
tags.” By Public Law 97-466, effective Jan. 27, 1983, the following language

was added after the word "tags" in the headnote: "and imported for use as
seed.”
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Imported fresh potatoes are subject to tariff-rate quotas. 1/ For
certified seed potatoes, not more than 114 million pounds (1,140,000
hundredweight) can be entered during the 12-month period, beginning September
15 in any year at the present (Jan. 1, 1983) duty of 36 cents per hundredweight
(TSUS item 137.20); imports of such potatoes in excess of that amount are
dutiable at 55 cents per hundredweight (TSUS item 137.21). For potatoes other
than certified seed potatoes, not more than 45 million pounds (450,000
hundredweight) can be entered during the same 12-month period beginning
September 15 at the present rate of 36 cents per hundredweight (TSUS item
137.25); 2/ over quota imports are dutiable at 55 cents per hundredweight
(TSUS item 137.28). Appendix E contains an excerpt from the TSUS showing the
present rates of duty on potatoes. Appendix E also contains a table showing
the column 1 rates of duty in effect prior to January 1, 1980, and modifi-
cations as a result of concessions granted by the United States in the Tokyo
round of Multilateral Trade Negotiations (MTN) under the General Agreement on
Tariffs and Trade (GATT). As a result of concessions made at the MTN, the
duty rates for each of the four TSUS items will undergo staged reductions

1/ Pursuant to a 1936 trade agreement with Canada, annual tariff-rate quotas
were made part of the U.S. customs treatment for imports of certified seed
potatoes. A later trade agreement under the General Agreement on Tariffs and
Trade, effective Jan. 1, 1948, increased the quota on certified seed potato
imports (presently TSUS item 137.20) from 90 million pounds to 150 million
pounds during each quota year, beginning on September 15. This concession was
renegotiated, reducing the quota to 114 million pounds effective Sept. 15,
1957. :

In a 1939 trade agreement with Canada, annual tariff-rate quotas also
were placed on imports of other than seed potatoes. Under the GATT, effective
Jan. 1, 1948, the period during which the first 60 million pounds of such
potatoes could be imported at a reduced rate--37.5 cents per hundred pounds
(presently TSUS item 137.25)--in any quota year was extended from the original
Mar. 1-Nov. 30 period to include the entire year. This concession was
renegotiated, effective Sept. 15, 1957, reducing the quota on imports dutiable
at 37.5 cents per hundred pounds from 60 million pounds to 36 million pounds.
Also established was a quota on imports over 36 million pounds but less than
60 million, dutiable at 60 cents per hundred pounds. On Aug. 31, 1963, when
the TSUS became effective, the latter quota was eliminated and the
36-million-pound quota was increased to 45 million pounds, and the headnote
was added providing for an increase in the quota amount whenever there is a
shortfall in the domestic potato crop.

gj Headnote 2, subpart A, part 8, of schedule 1 of the TSUS provides for an
increase in the annual tariff-rate quota for white or Irish potatoes, other
than certified seed potatoes, whenever domestic production of all white or
Irish potatoes, including seed potatoes, falls short of 21 billion pounds, as
estimated on Sept. 1 each year by the U.S. Department of Agriculture. The
increase in the annual tariff-rate quota would equal the "shortfall” in
domestic production, i.e., the amount by which domestic production fell short
of the 21 billion pounds (or 210 million hundredweight). The domestic potato
crop has not dropped below 21 billion pounds since 1951.
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through January 1, 1987, at which time they will be 35 cents per 100 pounds.
Canada's duty rates, under the Tokyo round, are also being reduced, from 37.5
cents to 35.0 cents per 100 pounds by January 1, 1987, in both seed and other
than seed categories of fresh potatoes.

The rates of duty for potatoes enﬁered under TSUS items 137.21 and 137.28

prior to January 1, 1980, were the same as those provided for in the Tariff
Act of 1930. As the result of a concession, effective January 1, 1948, under
the GATT, these rates were bound against increase.

The average ad valorem equivalents of the specific rates of duty in
effect in 1981, based on dutiable imports during that year, were as follows:

‘Ad valorem equivalent

TSUS item No. (percent)
137.20 4.3
137.21 7.2
137.25 5.9
137.28 7.8

Imports of fresh potatoes must meet Federal plant quarantine regulations
of the USDA as established under the Plant Quarantine Act (37 Stat. 316; 7
U.S.C. 159). Potatoes may be imported from Bermuda and Canada (except
Newfoundland and certain parts of British Columbia) into the United States
free of the Federal plant quarantine restrictions required for potatoes from
other countries. Plant quarantine requirements of the Maine Department of
Agriculture concerning fresh potatoes entering Maine (including those from
Canada) were held invalid by a Federal court in 1982.

Imports of tablestock potatoes into the United States are required to
comply with the grade, size, quality, and maturity provisions of Federal
Marketing Order Regulations under the Agricultural Marketing Agreement Act of
1937. Imports of certified seed potatoes are exempt from these. requirements.
That act requires that whenever the Secretary of Agriculture issues grade,
size, quality, or maturity regulations under a domestic marketing order for a
particular commodity, he must likewise issue the same or comparable
regulations ‘on imports of that commodity, if it is so designated by statute,
for the same period of time. Marketing orders for fresh potatoes are
presently active in five production areas--Idaho, Oregon, Washington,
Colorado, and Virginia/North Carolina.

Nature and Extent of Alleged Sales at
' Less Than Fair Value '

According to the petition, fresh round white potatoes from Canada are
being and are likely to be sold at less than fair value (LTFV) in the United
States, i.e., at prices in the U.S. market which are below the Canadian cost
of production or below the Canadian home-market price. The representative

period used by the petitioner to calculate LTFV sales and to support the LTFV
contention is February 1, 1982, to January 27, 1983.
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In supporting his allegations, the petitioner supplied data and
calculations regarding sales of Prince Edward Island (Canadian) round white
potatoes in the two principal wholesale markets (Boston and New York) for
Canadian round white potatoes, as well as data on round white potato-selling
prices in Montreal (the most important market for potatoes in Canada).

In order to calculate the ex-farm U.S. price and the ex—-farm Canadian
price for round white potatoes sold in the Boston and New York markets, the
petitioner made various deductions from the published price in those markets
and from the Montreal published price, with adjustments for currency rate
changes. Such calculations and other data presented by the petitioner
allegedly indicate that a substantial percentage of round white potatoes from
Canada sold in the U.S. market have been sold at both below the cost of
production and below the home-market value.

Febfuary—May 1982

The petitioner asserts that during the February-March 1982 period, round
white potatoes from Canada were sold at LTFV, at dumping margins of 14.7
percent to 107.0 percent based on a comparison of the Canadian home-market
price and the U.S. price. The petitioner further argues that beginning in
April 1982, the Canadians also began selling below their cost of production in
U.S. markets, at alleged dumping margins of 20.3 percent to 101.0 percent,
based on constructed value. It is alleged that such sales below cost of
production (and in most cases below home-market prices) continued to the end
of the 1981/82 marketing season, i.e., to approximately May 1982.

October 1982-January 1983

The petitioner has calculated that beginning with the new fall harvest in
October 1982, Canadian round white potatoes sold at below cost of production,
resulting in dumping margins of 1.3 percent to 121.0 percent, based on
constructed value; the margins based on home-market price are alleged to have
ranged up to 35 percent in October 1982. It is further alleged that Canadian
round white potato prices in both the home market and in the northeastern
United States continued to fall in November and December 1982, to the extent
that dumping margins in the New York City wholesale market (based on home-
market price) on a certain day in December 1982 were as high as 4,067 percent
(and 7,633 percent compared with constructed value), and on certain days in
January 1983, the alleged margins ranged from 485 percent to 2,940 percent
when compared with home-market price, and from 796 percent to 4,560 percent
when compared with constructed value.

Accordingly, the petitioner alleges that during the February 1982 to
January 1983 period, nearly 100 percent of the Canadian round white potatoes
marketed in the wholesale markets of the northeastern U.S. were sold at less
than fair value; in all of these months, except for February 1982 and March
1982, the Canadians are alleged to have been selling below their cost of
production.
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The Domestic Product

The product that is the subject of the petition in this investigation is
fall-harvested round white potatoes. The U.S. Department of Agriculture's
Statistical Reporting Service (SRS) designates the production of potatoes from
certain States as "fall" crop potatoes. 1/ Such designated fall-harvested
production areas, in general, have in common the fact that they all are
located along the northern portion of the continental United States and that
the bulk of the crop is harvested just prior to frosts or freezes and placed
in storage for sales during winter months.

The imported product under review is limited to fresh potatoes, that is,
potatoes moving in commercial channels of the United States in the fresh or
chilled condition. The term "fresh,"” or "fresh or chilled,"” is not part of
the petitioner's description of the product. However, the petitioner alleged
that imports under items 137.20, 137.21, 137.25, and 137.28 were causing
injury. These TSUS provisions are for fresh, chilled, or frozen white or
Irish potatoes not reduced in size nor otherwise prepared or preserved.
Because there is no known commercial product of frozen whole, not peeled
potatoes, the term "fresh or chilled”™ fully covers the products under the TSUS
items indicated. Also, fresh potatoes in commercial trade are not normally
chilled intentionally in a way to obtain a "chilled" product temperature at or
near 32°F, because such temperatures would adversely affect the product; thus,
in general, the term "fresh" covers all of the potatoes under consideration.

The designation round white applies to certain varieties of potatoes,
generally understood in the fresh vegetable industry to include those
tablestock potatoes which are more-or-less round in shape (as opposed to an
elongated shape), and which have a sandy, sandy-brown, or buff colored skin
and a white flesh. The domestically produced fall-harvested fresh round white
potato is sold in the United States on the open market for tablestock use and
certified seed and also is transported in commerce as a chipping potato for
the manufacture of potato chips.

U.S. producers

The number of potato growers in the United States has declined over the
past several years. In 1982, commercial fall-harvested potato growers in the
United States operated an estimated 10,000 farms. Those located in the
Northeastern Region operated an estimated 4,000 farms and those in Maine
approximately 1,000 farms.

1/ For purposes of crop reporting, the SRS also designates certain U.S.
potato production areas as winter, spring, or summer crops. These
designations relate to the months of the year when the crop is normally
harvested.
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Some producers in the Northeastern Region grow both the round white type
of potato and other types, such as russet or round red, for sale to tablestock
markets. However, many producers in the region grow only round white
varieties of potatoes, mostly for the tablestock market, and a few producers
grow only selected round white varieties suited almost exclusively for the

chipper market. Production of chipping potatoes is largely contracted for
prior to planting.

Channels of distribution

The channels of distribution from grower to consumer for tablestock,
seed, and chipper potatoes are different. Tablestock potatoes are by far the
most important of the fresh potato shipments. In general, the major share of
the tablestock potatoes sold in large city wholesale produce terminal markets,
such as in New York City, are arranged for by carlot brokers. The brokers
represent the interests of potato shippers in sales to large wholesalers. An
individual broker will likely handle supplies from one or two shippers from
each of several major supply areas, including Canadian supply areas. The
brokers will solicit business from each wholesaler in the market area,
although only several wholesalers are likely to be his regular customers.
There are about half-a-dozen carlot brokers in the New York City market area
that handle potatoes, and perhaps 10 to 15 major wholesalers. The geographic
location of potato brokers is not of significant importance because business
is usually conducted by telephone. Other city markets have their own brokers
and wholesalers. Local potato supplies generally do not go through carlot
brokers, but generally go through jobbers, or directly to retail outlets.
Chainstore buyers of round white potatoes may use carlot brokers, but more
frequently buy directly from shipping-point suppliers, and seldom buy from
terminal market wholesalers.

There are two principal shipping—-point markets for tablestock potatoes
in the Northeastern Region —— one centered around Presque Isle, Maine and the
other centered around Riverhead, Long Island, N.Y. Other supplies grown in
the region, for the most part, are sold in local or nearby population
centers. There are an estimated 135 potato dealers in Maine, firms which
purchase potatoes from growers, and pack and ship the potatoes to terminal
markets and chainstores. In 1978/79, the latest data available, the eight
largest Maine shippers handled 46 percent of total shipments. Long Island has
about 22 shippers, 5 of which handle about half of Long Island's potatoes.

Certified seed potatoes usually move directly from the grower-shipper to
a grower that intends to plant the seed, or to a seed supply firm in the
production area where the new crop will be grown. Maine and northern New York
supply nearly all of the certified seed grown in the Northeastern region; from
one-third to one-half of the production is shipped to growing areas in the
Atlantic Coast States. Most chipping potatoes are contracted for by the
processor before planting by the grower, however, some negotiated market sales
are handled by specialized brokers that generally do not operate in the
tablestock potato markets.
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Consideration of the Question of Material Injury
in the Northeastern Region

The petitioner alleges material injury, or the threat thereof, to the
fall-harvested round white potato industry in the Northeastern Region of the
United States. The "Northeastern Region" referred to by the petitioner was
one of the three production and consumption regions in the United States for
fall-harvested potatoes, as designated in a previous investigation referred to
earlier in this report. The production region was defined in the petition as
encompassing the States of Maine, New York, Pennsylvania, Connecticut,
Massachusetts, New Hampshire, Rhode Island, and Vermont. The petitioner also
claims that the consumption region should consist of the same eight States
plus the consumers in peripheral cities, i.e. Baltimore, Md. and Washlngton,
D.C., that consume fall-harvested round white potatoes. 1/

. The question of injury to a national industry is discussed later on in
this report.

Regional induetry

In most investigations conducted by the Commission under title VII of the
Tariff Act of 1930, the Commission examines the impact of imports on a
national industry, as defined in section 771(4)(A) of the act (19 U.S.C. 1677
(4)(A)). However, there is also a statutory basis (in 19 U.S.C. 1677 (4)(C))
for analyzing and assessing the impact of imports on a regional industry.
Indeed, the basis for defining a reglonal industry is stated in sectlon 771
(4)(C) of the act:

In appropriate circumstances, the United States,
for a particular product market, may be divided into 2 or
more markets and the producers within each market may be
treated as if they were a separate industry if--

‘ (i) the producers within such market sell all or
~almost all of their production of the like product in
question in that market, and /

(ii) the demand in that market is not supplied,
to any substantial degree, by producers of the product in
question located elsewhere in the United States.

1/ Data on unloads in Baltimore, Md. and Washington, D.C., are listed under
"Eastern Cities” in publications of the U.S. Department of Agriculture,
Agriculture Marketing Service, Fruit and Vegetable Division, Market News
Branch. Baltimore and’ Washlngton are the southernmost of the cities the
Market News Branch considers "Eastern Cities."”
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In such appropriate circumstances, material injury, the
threat of material injury, or material retardation of the
establishment of an industry may be found to exist with
respect to an industry even if the domestic industry as a
whole, or those producers whose collective output of a
like product constitutes a major proportion of the total
domestic production of that product, is not injured, if
there is a concentration of subsidized or dumped imports
into such an isolated market and if the producers of all,
or almost all, of the production within that market are
being materially injured or threatened by material injury,
or if the establishment of an industry is being materially
retarded, by reason of the subsidized or dumped imports.

In order to help examine the validity of the petitioner's allegation
concerning material injury, or the threat thereof, to the fall-harvested round
white potato industry in the Northeastern Region of the United States, the
Commission staff has obtained data (and where necessary has made estimates)
for the Northeastern Region on production, acreage, shipments, exports,
inventories, employment, and the financial experience of growers. These data
are presented and discussed in this section of this report. An effort has
been made to present data which are relevant to the regional industry criteria
in section 771(4)(C) of the title VII of the Tariff Act of 1930, as amended by
the Trade Agreements Act of 1979, 19 U.S.C. 1673 and 1673a(b).

Regional production

Production (estimated) of round white potatoes in the Northeastern Region
during 1979/80 to 1982/83 decreased from 41.8 million hundredweight iun 1979/80
to 39.7 million hundredweight in 1982/83, representing a decrease of 5.0
percent (table 10). The decrease in 1980/81 was 13.9 percent, then production
in the region increased by 10.1 percent in 1981/82 and remained virtually
unchanged in 1982/83, as shown in the following tabulation (in millions of
hundredweight): 1/

Estimated
Crop year production
1979/80======m=—- 41.8
11980/81==—=mm==——= 36.0
1981/82~—mmmm—meem 39.6
1982/83===mm——mmm 39.7

1/ The petitioner contends that round white production in the Northeastern
Region declined in 1982 (petitionm, page 38)
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Maine accounted for approximately 50 percent of the Northeastern Region's
production of round white potatoes in the 1979/80 to 1982/83 period. New York
accounted for approximately 31 percent of the Region's round white production,
and Pennsylvania accounted for approximately 13.5 percent. The remaining 5.5
percent was accounted for by other States in the Region. Maine produces

approximately 75-percent round white potatoes and 25-percent russet potatoes
(table 11).

Disposition of round white potatoes produced in the Northeastern
Region.——The following table indicates the estimated disposition of round
white potatoes in the Northeastern Region during 1981/82, for both a "small”
Northeastern Region consisting of 8 States and a "large"” Northeastern Region
consisting of 11 States plus the District of Columbia. lj

1/ Other than in this table, the Northeastern Region data presented in this .

résbrt are for the 8-State fall-harvested-potato region, unless otherwise
specified.
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Round white potatoes: Estimated shipments remaining in and leaving the North-
eastern Region as a share of total regional shipments, estimated shipments
from Canada into the Northeastern Region as a share of estimated total round
white shipments from Canada into the United States, and estimated North-
eastern consumption as a share of estimated U.S. consumption, by seasonal
supplies and by region size, crop year 1981/82

(In percent)
‘Fall-harvested
supplies

All seasons

Item .
supplies

Small region: 1/
Shipments within the Region as a
share of total regiomal shipments—--
Shipments out of the Region as a
share of total regional shipments---
Shipments from Canada into the
region as a share of shipments
from Canada into the United
States :
Regional consumption as a share of
United States consumption——————=———-

82 82

18 18

69 69

66 0 oo 00 s 90 es o9 o8 o0 vl o»

Large region: 2/

Shipments within the region as a

share of total regional shipments-——-
Shipments out of the Region as a

share of total regional shipments——-
Shipments from Canada into the

region as a share of shipments

from Canada into the United

States ==
Regional consumption as a share of

United States consumption-—-————=—-=-

90.1 89.4

9.9 10.6

73 73

50 47

43 ' 38

60 08 ee 00 oo e se S0 ee 0 ee o es o°

1/ Maine, Vermont, New Hampshire, New York, Pennsylvania, Rhode Island,
Connecticut, and Massachusetts.

2/ Small region plus Delaware, New Jersey, Maryland, and the District of
Columbia.

Source: Preliminary estimates derived from official statistics of the U.S.
Department of Commerce, the U.S. Department of Agriculture, and data submitted
in response to questionnaires of the U.S. International Trade Commission
during investigation No. 332-140 conducted in 1982.

The table above indicates that in 1981/82, an estimated 90.1 percent of
the fall-harvested round white potatoes shipped by the "large"” Northeastern
Region remained in the Region and approximately 9.9 percent left the Region.
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The table also shows that an estimated 89.4 percent of all round white
potatoes (fall-harvested and summer-harvested) shipped by the "large” .
Northeastern Region remained in the Region and about 10.6 percent left the
Region. These above: data are for shipments' (production sold). The share of
the Region's total production that remains in the Region would be slightly )
larger owing to the fact that the non-sold production (e.g., potatoes used on
the farm and shrinkage and loss) would, obviously, remain in the Region.

Regional shipments

Although no data are available on exact shipments of round white potatoes
in the Northeastern Region, ‘it is believed.that changes in shipments of round
whites during the 1979-82 period parallel the region's shipments of all its ’V
fall-harvested potatoes. Indeed, since round white.potatoes are estlmated to
have accounted for most (86 percent) of potato production in the Northeastern
Region since 1979, it is likely that shipment trends of round. white potatoes
produced in the region would follow the changes in shipments for all potatoes
in the region. Shipments of all potatoes in the region decreased 4.2 percent
in 1980/81, increased 0.2 percent in 1981/82, and decreased 9.4 percent
between the September 198l-February 1982 period and the September :
1982-February 1983 period (table 12). The principal shipping State for round
white. potatoes in the Northeastern Region has been Maine.

Regional exports

Fresh potato exports from the Northeastern Region are small and consist
almost entirely of certified seed potatoes. During crop years 1979/80 to
1981/82, the exports of certified seed potatoes from Maine, the predominant
producer of certified seed in the Northeastern Region, ranged from 8,000 to
41,000 hundredweight, as shown in the following tabulation of data from the
Maine Department of Agriculture (in hundredweight):

1979/80 : 1980/81

Market : . 3 1981/82
Canada : 22,614 : 6,623 : 6,089
Other , —————— 2,901 : 34,017 : 1,829
Total-———=——————- : o 25,515 : ; 40,640 : - 7,918

Exports of tablestock potatoes from the region have been negligible or nil in
recent years. Data on unloads of tablestock potatoes in major Canadian cities
indicate that no supplies were recelved from States in the Northeastern

Reglon. Tablestock potato exports from the reglon to markets other than
Canada, though specific data are not available, are insignificant. Exports of
fresh potatoes from the region for processing uses also are negligible or nil,
owing, in part, to the Canadian permit system in place for bulk shipments of

potatoes entering Canada. -
. A-16
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Regional inventories

Fall-harvested potatoes generally are put into potato storage houses
immediately after harvest where they remain until sales or other uses occur. 1/
Such inventories of fresh potatoes are typically referred to as storage -
stocks. In the Northeastern Region, harvest for storage generally begins in
September and is completed not later than November. Growers and dealers
holding stocks usually plan to liquidate their inventories by the end of the
following May. However, some "old crop” potatoes may be held and sold as late
as July, depending on the rate of movement out of storage and/or marketing
strategies, and depending on quality. Storage stock holdings are published by
the U.S. Department of Agriculture each month from December to May.

Inventories in the Northeastern Region (Maine, New York, and Pennsylvania)
held on December 1 each year during 1979-82 averaged 71 percent of that year's
production in the region (table 13). Regional storage stocks held on December
1, 1979, a high-production year, totaled 34.0 million hundredweight, and those
held on December 1, 1980, a low-production year, were 27.2 million hundred-
weight; thus the beginning stocks for crop year 1980/81 were lower by 20
percent than those of the preceding year, as shown in the following tabulation
(in millions of hundredweight):

Crop year Inventories
1979/80=—=———mmm——m 34.0
1980/81———==—m———mm 27.2
1981/82——————=m——mm 30.8
1982/83~——————mm—mm 32.3

Regional inventories on December 1, 1981, were higher than the preceding year
by 13 percent. For the current crop year of 1982/83, beginning December
storage stocks were larger by 5 percent than beginning storage stocks for
1981/82, even though production in 1982, at 44.3 million hundredweight, was
less than 1 percent larger than production in 1981. Storage stock holdings on
January 1, 1983, at 26.9 million hundredweight, were 9.3 percent larger than
for the corresponding month of 1982, and on February 1, 1983, stocks were 6.4
percent larger than on February 1 of the preceding year. Typically, during
the months under review in 1979-83, the share of production held in stocks in
the Northeastern Region declined 10 to 12 percentage points each month from
December to May. '

Regional employment

Data on employment compiled in this investigation are based on responses
to questionnaires received during the USITC investigation No. 332-140 in
1982. Questionnaires were sent to approximately 1,000 growers, or about 4
percent of the total number of U.S. potato growers, asking them to provide

l/ Only fall-harvested potatoes are stored, as potatoes from other harvest
seasons are usually sold directly to their markets from the field. A-17
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information on full-time and part-time employment on their farms for the
1976-81 crop years. The information requested included the number of persons
engaged in farming operations, the number of persons engaged in potato
production, the hours worked by persons engaged in potato production, and the
total wages paid to such workers.

Full-time employees.——0f the questionnaires returned, approximately 40
(30 of which were received from growers in the Northeastern Region) contained
useful information on full-time employees. These 40 questionnaires represent
less than one-half of one percent of the total acreage harvested by U.S.
potato growers. For each year from 1976 to 1981, the reported average number
of full-time employees engaged in potato production on each farm was 3. The
reported average number of full-time employees per farm that engaged in all
farming operations was 4 in 1976 and 1978, and 3 in all other years. Growers
in the Northeastern Region employed an average of 2 full-time workers a year.

The total number of hours worked by full-time employees engaged in potato
production averaged 5,500 per farm per year for the 1976-81 period. On
Northeastern Region farms, full-time employees worked an average of 3,500
hours per farm per year.

Total wages and fringe benefits paid to persons engaged in potato
production was reported to average about $22,000 per farm per year. Wages on
Northeastern Region farms were reported to average a total of about $15,000 a
year, or approximately $7,500 per year per full-time employee.

Part-time employees.——Approximately 75 questionnaires had useful
information on part-time employees. These questionnaires represent less than
1 percent of the total acreage harvested by U.S. potato growers. The average
number of part-time employees engaged in potato production ranged from 14 to
21 employees per farm; Northeastern Region farms used an average of 16
part—time employees per year during 1976-81l.

Total hours worked by part-time employees averaged about 3,000 hours per
farm per year over the 1976-81 period, or approximately 167 hours per
part—-time employee per year. The average part—time worker on a Northeastern
Region farm worked an average of 138 hours a year.

The average part—time employee received approximately $650 a year in
wages or about $3.90 an hour. Northeastern Region part-time employees
received about $600 a year, or about $4.34 an hour.

The petitioner has indicated that unemployment in the agricultural sector
of Aroostook County, Maine in June 1982 was 15 percent. Since potatoes are by
far the County's predominant agricultural crop, the significant unemployment
existing in June 1982 is believed to be mainly due to unemployment among
potato workers and growers.
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Financial experience of growers
in the Northeastern Region

The production of round white potatoes has not been a lucrative endeavor
for potato growers in the Northeastern Region for several years. It is
believed that many or most growers (espe01ally in Maine) are now selling at
below their cost of production. 1/

Questionnaires were sent to 1,000 growers under investigation No. 332-140
(August 1982). Of the 100 growers' questionnaires containing useful financial
information, approximately two-thirds were from growers in the State of Maine
(representing about 6 percent of Maine's total production), and about 85
percent were from the Northeastern Region, representing about 4 percent of
that area's total production. :

Responses to the questionnaires indicated that potatoes accounted for
approximately 70 percent of the respondents' total sales and for approximately
two~thirds of their reported total farm assets. Capital expenditures on
potatoes accounted for about 85 percent of total capital expenditures.

The production of potatoes was not profitable for the respondents to the
questionnaires in either 1979/80 or 1980/81, but was profitable in 1981/82.
The low shipping point prices to date in the current crop year indicate that
many or most Northeastern growers will not realize profits on potatoes in the
1982/83 crop year. Indeed, discussions with knowledgeable persons in the
trade indicate that substantial quantities of round white potatoes produced in
the Northeastern Region are being sold at below the cost of production.

The petitioner in the current investigation obtained profit—-and-loss
information from 50 Maine growers of round white potatoes during the 1981/82
crop year. The 50 growers accounted for approximately 7.5 percent of the
total round white acreage harvested in Maine during the 1981/82 crop year. Of
the 50 growers, 43 showed a loss on round white potatoes during that year ana
7 showed a profit. Losses ranged from $2,000 to $225,000 per grower and
averaged approximately $34,000; profits ranged from $700 to $20,000, averaging
$8,000, The average loss was approximately $0.39 per $1.00 of sales compared
with an average profit for the profitable growers of only $0.05 per $1.00 of
sales. Overall, the average round white potato grower lost $0.33 per $1.00 of
salese The number of foreclosures of Aroostook County potato farms has
increased from 0 in 1979/80 to 5 in 1982/83, according to the petitiomer. The
number of farm entities engaged in potato growing in Maine has also been
decreasing, i.e., from 1,058 in 1976 to 825 in 1982. 2/ A 1981 study on the
Aroostook county, Maine potato industry indicated that "There is no crop with
a large enough market and a sufficiently high return under Aroostook
conditions to replace potatoes.” 3/

1/ For example, a statement by * * %,

2/ Petition, 43. : : ‘

3/ James N. Putnam II, Aroostook County, Maine: Potato Industry Study, Farm
Credit Service, January 1981, p. 143. s
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Consideration of the Question of Threat of Material
Injury in the Northeastern Region

As part of its consideration of the threat of material injury to a
domestic industry, the Commission examines factors such as the ability or
capacity of the exporting country to continue to generate exports and the
likelihood that such exports will be directed to the U.S. market.

- Production of potatoes by Canada's Maritime Provinces .increased by 11.6
percent to 37.8 million hundredweight in 1981/82 and by 4.5 percent to 39.5
million hundredweight in 1982/83. Acreage planted of potatoes in Canada's
Maritime Provinces increased by 4.4 percent to 165,000 acres in 1981/82 and by::
4.2 percent to 172,000 acres in 1982/83. The 172,000 acres in 1982/83 was 1.8
percent above the potato acreage planted in 1979/80. Approximately 63 percent
of the certified seed potato acreage planted during the 1979/80 to 1981/82
period was devoted to the production of round white potatoes. 1/ -

It appears that Canada intends to foster further expansion of its potato -
industry in the Maritime Provinces. For example, testimony presented at the
June 1982 Commission hearing on fall-harvested potatoes indicated that the
Canadian Government has a 1983 potato production target for New Brunswick of
14 million hundredweight, 2/ compared with 12.8 million in 1982. A number of
Federal and Provincial assistance programs currently exist and are expected to -
contribute to the further expansion of the industry, including export market
promotion which is available to lMaritime potato growers through both the -
Federal and Provincial departments of agriculture and through the efforts of .
two industry groups, the Prince Edward Island Potato uarketing Board and the
New Brunswick Potato Agency.

The petitioner in the current investigation argues that because of recent
protectionist efforts by third-country markets, Canadian exporters of round
white potatoes may shift exports to the U.S. Northeastern Region.

_Conside:atibn of the Question of the Causal Rélatioﬁship
" Between Alleged LTFV Imports and Alleged Injury
in the Northeastern Region

Regional imports

All fresh potatoes.--U.S. imports of fresh potatoes from Canada into
customs districts in the Northeastern Region increased from 1.59 million .
hundredweight in 1979/80 to 3.14 million hundredweight in 1980/81, an increase
of 97 percent, and increased by an additional 31 percent in 1981/82 to 4.07
million hundredweight (table 14). U.S. imports entering in the Region's
customs districts during October-December 1982 (latest quarterly data

1/ Based on data publlshed by the United Fruit and Vegetable Association,
Alexandria, Va.
2/ Transcrlpt of June 30, 1982 hearlng in Bangor, Maine, p. 241.
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available) were somewhat below the corresponding periods of the two previous
crop years, i.e., 587,000 hundredweight in October—December 1982 compared with
631,000 hundredweight in October-December 1981 and 749,000 hundredweight in
October-December 1980, but were above the 402,000 hundredweight imported in
October—-December 1979. '

U.S. imports of all fresh potatoes from Canada entering via customs
districts in the Northeastern Region accounted for 85 percent, 81 percent, and
82 percent, respectively, in 1979/80, 1980/81, and 1981/82 of all U.S. imports
of fresh potatoes from Canada, for an average of 82.7 percent of aggregate
U.Se fresh potato imports from Canada during the 1979/80 to 1981/82 period.

0f the 4.07 million hundredweight of all fresh potatoes entering via the
Northeastern Region's customs districts in 1981/82, 1.20 million hundredweight
(or 30 percent) consisted of fresh certified seed potatoes and 2.87 million
(or 70 percent) consisted of fresh "other than certified seed potatoes,”
mainly of tablestock potatoes (tables 15 and 16).

Round white potatoes.——-0On the basis of responses to questionnaires sent
to importers by the Commission during investigaton No. 332-140, the Commission
estimated that round white potatoes accounted for 80 percent of U.S imports of
fresh potatoes from Canada in 1979/80, 90 percent in 1980/81, and 72 percent
of such imports in 1981/82. Indeed, the petitioners have used an average of
the Commission's estimated percentages from investigation No. 332-140 to
develop their data. However, Counsel for the parties in opposition to the
imposition of antidumping duties provided confidential and nonconfidential
submissions, based on data provided by Canadian exporters, indicating that the
percentages of fresh round white potatoes compared with all fresh potatoes
entering the Northeastern Region are well below the percentages estimated by
the Commission during investigation No. 332-140; the Commission has prepared a
summary table of the nonconfidential submissions (table 17). In addition,
testimony presented at the June 1982 hearing indicated that about 70 percent
of exports from Prince Edward Island consist of Russet Burbank potatoes. 1/
Since there are no official data on imports of round white potatoes, these
data discrepancies will not be resolved easily. It may be possible to obtain
more precise information by examining records of imports at principal U.S.
Customs ports of entry. However, such an examination of records was not
possible in the time available in the preliminary investigation. For the
purposes of this investigation, the Commission used the percentages of round
whites estimated in investigation No. 332-140, notwithstanding the fact that
the percentages are based on responses to questionnaires accounting for
between 19 and 36 percent of total U.S. imports from Canada. Utilizing these
percentages, the number of round white potatoes imported into the Northeastern
Region has been calculated as shown in the following table.

1/ Transcript of the June 30, 1982 hearing in Bangor, Maine, p. 407.
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Total U.S. imports of fresh round white potatoes entering via customs
districts in the Northeastern Region, 1979/80 to 1981/82

(In thousands of hundredweight)

:Total UeSe im—
tports of fresh
potatoes en— @

Estimated percent
of imports that

¢ Estimated im-
sports of round
: white pota-

Estimated imports
of round white

e
.
.
.
..

"potatoes into the

Period : tering via X toes entering : _
¢ Northeastern : Sﬁ?:18t5t0£ ZguE? ¢ Northeastern :NgzihsiizﬁrgeEZin
¢ customs dis- : ite potatoes </ . .ustoms dis- :87 h . 3/
: trics 1/ : tricts ; 1n the region J
1979/80--: 1,586 : 80 : 1,269 : 1,066
1980/81--: 3,135 : : 90 : 2,821 : 2,370
1981/82--: 4,071 : 72 : 2,931 : 2,462
Oct.-Dec.: : : :
1981---: 631 : 4/ : 4/ : 4/
1982-—-: 587 4/ i 4/ T4/

1/ See table 14.
2/ Based on information developed in USITC
3/ Based on U.S. Department of Agriculture

enter the Region remain in the Region.
4/ Not available.

investigation No. 322-140.
data on unloads of Canadian
potatoes, it was calculated that 84 percent of the Canadian potatoes that

Source: Official statistics of the U.S. Department of Commerce and as noted.

According to the estimates appearing in the above table, imports of round
white potatoes into the Northeastern Region of the United States which
remained in the region increased from 1.07 million hundredweight in 1979/80 to
2.37 million hundredweight in 1980/8l, representing an increase of 174
percent, and increased by an additional 3.9 percent in 1981/82 to 2.46 million

hundredweight.

Applying the estimated percentages (in the above tabulation) of round
white imports to total U.S. imports of potatoes from Canada (table 14) yields
estimated U.S. imports of round white potatoes of 1.5 million hundredweight in
1979/80, 3.5 million hundredweight in 1980/81, and 3.6 million hundredweight
in 1981/82. Of these imports, the share of the round whites which remained in
the Northeastern Region averaged 69 percent during the 1979/80 to 1981/82

period.

Market penetration of alleged LTFV sales

Regional consumption.--Estimated data on apparent consumption and the
ratio of imports to consumption for round white potatoes in the northeastern
region for crop years 1979/80 to 1981/82 appear in table 18.

The table
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indicates that apparent consumption of round white potatoes in the
Northeastern Region during all seasons decreased from 31.2 million
hundredweight in 1979/80 to 30.0 million hundredweight in 1980/81,
representing a decrease of 3.9 percent, then increased by 11.2 percent in
1981/82 to 33.4 million hundredweight. The ratio of imports to consumption
increased from 3.4 percent in 1979/80 to 7.9 percent in 1980/81, then
decreased to 7.4 percent in 1981/82. The share of consumption supplied by
U.S. producers of round white potatoes located outside the region was 7.0
percent in 1981/82. However, approximately 93 percent of the round white
potatoes supplied by U.S. producers from outside the Region consisted of round
white potatoes marketed in the Region during the summer months; therefore,
these supplies do not generally compete directly with fall-harvested round
white potatoes produced in the Region, which are, largely, marketed during the
winter months.

The apparent consumption of round white potatoes in the Northeastern
Region during the fall-harvest season decreased from 29.1 million hundred-
weight in 1979/80 to 27.9 million hundredweight in 1980/81, or by 4.3 percent,
but then increased by 11.9 percent in 1981/82 to 31.2 million hundredweight.
The ratio of imports to consumption increased from 3.7 percent in 1979/80 to
8.5 percent in 1980/81, then decreased to 7.9 percent in 1981/82. The share
of apparent consumption supplied during the fall-harvest season by U.S.
producers of round white potatoes located outside the region was 0.5 percent
in 1981/82. Nearly all the consumption of fall-harvest season round white
potatoes in the region is supplied by potatoes produced in the region and by
Canadian potatoes.

Unloads.--Unloads data 1/ for tablestock potatoes compiled in the current
investigation for selected U.S. cities during crop years 1981/82 are presented
in table 19. The table indicates the market share for tablestock potatoes of
various States and of Canada in selected major U.S. cities and geographic
areas. Since Northeastern Region States (Maine and New York) predominantly
supply round white potatoes, the table also shows the distribution of the
Region's round white potatoes. Moreover, data utilized in compiling the table
indicate that 81 percent of the unloads of Northeastern-Region-produced
tablestock potatoes remain in the region; 19 percent leave the region. If the
cities of Baltimore-Washington are included in the region, then 94 percent of
Northeastern-Region-produced tablestock unloads remain in the Region and only
6 percent leave the Region. 1If chipper potatoes and seed potatoes are also
considered, then 80 percent of all Northeastern-Region-produced unloads remain
in the Region (and 94.5 percent when including Baltimore-Washington). 2/

Table 20 supplies further data on unloads of fresh Canadian potatoes in
selected U.S. cities. 1In terms of quantlty of fresh potato unloads, Canada's
principal U.S. city markets in 1981/82 were New York-Newark (280,000
hundredweight), Boston (210,000), and Philadelphia (130,000). Of the 789,000
hundredweight total of Canadian potatoes unloaded in all the cities appearing

1/ Unloads data in this report pertain to all potato types.

2/ Tablestock potatoes accounted for 87 percent of all notato unloads
(tablestock plus chipper plus seed) reported by the U.S. Department of
Agriculture for crop year 1981/82. A-23
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in the table, 660,000 (or 84 percent) were unloads in major cities of the
Northeastern Region (or 89 percent if Baltlmore—Washlngton unloads are
included in the Region). The Northeastern Region will probably continue to be
the major destination of U.S. imports from Canada because high transportation
costs make it unlikely that imports will make significant new inroads in
markets outside the Northeastern Region. Nearly all of the reported unloads
of fresh potatoes from Canada in major cities of the Northeastern Region
consist of tablestock potatoes.

Table 21 supplies data on unloads of fresh potatoes from the Northeastern
Region in the same U.S. cities. The Region's principal U.S. city markets in
1981/82 were New York-Newark (2.2 million hundredweight), Boston (1.0 million
hundredweight), Philadelphia (876,000), and Baltimore-Washington (855,000).

Of the 6.2 million hundredweight total of Maine potatoes unloaded in the
cities appearing in the table, 80 percent were unloaded in major cities of the
Northeastern Region, and the share would increase to 94 percent if '
Baltimore-Washington is included in the Region. Accordingly, major cities in
the Northeastern Region are by far the principal destination of both Malne
potatoes and Canadian potatoes among U.S. large city markets.

Monthly data have been compiled on unloads of tablestock potatoes in the
two major cities (New York and Boston) of the Northeastern Region (tables 22
and 23). Salient data from tables 22 and 23 have been analyzed and are shown
in the following tabulation for crop years 1980/81 and 1981/82 (in percent):

s : : ¢ Western :
: North- : ¢ North : Region :
: eastern : . : Central : and :
Crop year : Region : Canada : Region : Other : Total
Unloads in New York City- : : : : :
Newark: : : : : e
1980/81 : 38.3 : 5.9 : 3.2 ¢ 52.7 100
1981/82 : 49.6 : 5.9 : 3.9 : 40.7 : 100
Unloads in Boston: : : : : &
1980/81 : 49.1 : 8.0 : 1.5 : 41.4 : 100
1981/82~—- : 44.3 : 10.0 : 2.5 : 43.3: 100

The unloads data indicate that in Boston, fresh potatoes from the
Northeastern Region accounted for 49.1 percent of total unloads in 1980/81 and
44.3 percent of total unloads in 1981/82; unloads from Canada accounted for
8.0 percent of the total in 1980/81 and 10.0 percent of the total in 1981/82.

In New York City-Newark, fresh potatoes from Maine and other States in
the Northeastern Region accounted for 38.3 percent of total unloads in 1980/81
and 49.6 percent of total unloads in 1981/82; unloads from Canada accounted
for 5.9 percent of the total in both crop years.
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Members of the Commission staff visited the Hunts Point Terminal Market
in New York City during the course of this investigaton, and discussed unloads
data and general consumption of potatoes in the New York City area with
buyers, sellers, wholesalers, brokers, and members of the U.S. Department of
Agriculture's Market News Service. Terminal markets are large, open—air
produce markets with attached enclosed storage facilities. The Hunts Point
Terminal Market is the largest such market in the New York City area and in
the United States, and tends to be a price gauge for potatoes sold in the
area. The wholesalers in the terminal markets generally cater to the
restaurant trade, small retailers,’ repackers, and perhaps small chainstores:
Canadian potatoes, especially Prince Edward Island potatoes, seemed to be
predominantly round white potatoes, which are apparently preferred by buyers
in these markets. Indeed, on some days the ratio of Canadian round whites to
Maine round whites sold at the Hunts Point Terminal Market, according to * * *
1/ was as high as * * *, It was estimated by * * * 2/ that the terminal
markets in the area account for not more than 50 percent of the fresh potatoes
arriving in New York City. On the other hand, it was said that chainstores
which are large buyers of fresh potatoes arriving in New York City tend to
sell Maine or Long Island round whites rather than Canadian round whites, in
part because the Maine and Long Island round whites may be less costly, are
packaged at shipping points into 5-pound or 10-pound bags that are "baled"
into 50-pound master containers, 3/ and because chainstores have special
contacts with growers or dealers 1n the Northeastern Region that can assure a
source of supplye.

Prices

The market price of potatoes is especially sensitive to supply factors.
Several studies have estimated the sensitivity of potato prices to changes in
potato production. A 1967 USDA study found that a l-percent increase in the
production of tablestock potatoes would result in a 5-percent decrease in the
retail price of potatoes. 4/ A 1981 USDA study found that a l-percent
increase in the production of Maine potatoes would lower the real farm price
of tablestock potatoes by approximately 2 percent. 5/ An as yet unpublished
study by Dr. Alan Kezis and Paul Fackler of the University of Maine found that
a l-percent increase in the production of Maine potatoes would change the
price of Maine potatoes by 3.76 percent.

7 = %,

z/ Present available information indicates that most of the Canadian round
white potatoes are imported packed loose in 50-pound bags, but it is also
known that some importers repackage imported Canadian round white potatoes
into 5-pound or 10-pound bags.

4/ Olman Hee, Demand and Price Analysis For Potatoes, U.S. Department of
Agriculture, Technical Bulletin No. 1380, July 1967.

5/ Allen B. Paul, Kandice H. Kahl, and William G. Tomek, Performance of
Futures Markets: The Case of Potatoes, U.S. Department of Agriculture,
Technical Bulletin No. 1636, January 1981.
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Throughout the United States, potatoes are priced in general at four
levels. The first is the price to the grower paid by the shipper or dealer
(some large growers, however, do their own shipping). The second level is
called the shipping-point price, which the dealer or shipper receives from the
city buyer. The third level is the wholesale market price, which the
terminal-market wholesaler receives from jobbers, restaurants, and certain
retail stores. The fourth level is the retail price, which the consumer pays
to the retailer. The prices discussed in this section are the wholesale
market prices of fall-harvested fresh potatoes, as reported daily by the
Federal-State Market News Service, U.S. Department of Agriculture.

The physical characteristics of potatoes, the types of potatoes, and the
packaging of potatoes can all affect prices significantly. Moreover,
transportation costs play a major role in the pricing of potatoes. Prices of
potatoes vary according to type of potato (russet, round red, round white, or
long white), the grade or quality (U.S. extra No. 1, U.S. No. 1, U.S.
commercial, or U.S. No. 2), size (size A, size B, Large, Medium, Small), the
state of origin, and the type of package (count carton or sack). Unless
otherwise stated, the wholesale prices discussed in this section are given for
50-pound sacks of round red, round white, and long white potatoes. Russet
potato prices are given for 50-pound, 80 to 100 count cartons. 1/ The prices
of different types of potatoes vary significantly. In January 1982, for
instance, the monthly ranges of wholesale prices of Maine round whites sold in
the New York City terminal market was $3.75 to $4.75. In the same month and
the same market, the price ranges of Idaho russets, Minnesota round reds, and
California long whites were $10.50 to $11.50, $6.00 to $7.00, and $13.00 to
$14.00, respectively. These price data indicate, as do the studies cited,
that russets, round reds, long whites, and round whites, each tend to have a
distinct price range.

Prices for round white potatoes in the Northeastern Region

Northeastern—-Region-produced round white potatoes and Canadian round
white potatoes compete in the Northeastern Region's terminal markets and in
other markets. Since Boston and New York City are two major large-—city
markets for round whites in the Northeastern Region, the wholesale market
prices in the two cities can be used for price comparisons among round

1/ Russet potatoes obtain a premium when packed in count cartons. The 80-
to 100-count cartons contain 80 to 100 premium-sized russet potatoes that
together weigh approximately 50 pounds. The potatoes that go into this carton
are of a similar size. They are primarily bought in count cartons by
restaurants for baking purposes.
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whites. 1/ All monthly average wholesale prices are compiled from daily
reports issued by the Federal-State Market News Service.

New York City.--The time series data for September 1979-February 1983 on
prices of Maine round white potatoes in New York City indicate that prices
‘tend to peak in June, when the crop year is ending (table 24). The monthly
average price of the 1979/80 Maine crop began at $2.93 per sack (50 pounds) in
- October 1979 and reached $4.19 per sack in June 1980. When the 1980/81 crop
was available in the market in October 1980, the price did not decline;
indeed, the price was $5.50 in October 1980 and reached a peak of $8.04 in
June 1981. The decline in national production of potatoes in the 1980/81 crop
year was the most significant factor contributing to the increase in prices.
In October 1981 when the 1981/82 fall crop was available, the price was
sharply lower at $3.88. As in the previous crop year, the price climbed, and
peaked at $5.55 in June 1982. 1In contrast, the price of 1982/83 Maine round
white potatoes started at $3.13 in November 1982 but then decreased to $2.95
in January 1983. Based on daily reports issued in the first 2 weeks of
February, the monthly average wholesale price of Maine round whites increased
to $3.25 in February 1983.

Among round white potatoes, the bulk of Canadian round whites sold in New
York City are Prince Edward Island round whites. Accordingly, for Canadian
potatoes in New York City, the Federal-State Market News Service reports only
round white prices of Prince Edward Island potatoes. 2/ During September
1979-February 1983, the monthly average wholesale prices of Prince Edward
Island round whites were closely associated with the monthly average prices of
Maine round whites in the New York City terminal market, although the Canadian
Prince Edward Island potatoes tend to sell at slightly higher prices,
allegedly because they are generally of a higher standard and are a more
uniform size in each pack. Moreover, New York City wholesalers said that the
reddish soil in which they are grown tend to make the Canadian potatoes more
attractive than Maine round whites. The average price of these potatoes
decreased from $3.34 per sack (50 pounds) in October 1979 to $3.04 in April
1980, when the average price of Maine potatoes was $2.63. The price of
Canadian potatoes reached $8.75 in June 1981.

1/ The U.S. and Canadian standards for grades of potatoes are different.
Achrding to USDA specifications, U.S. No. 1, size A potatoes have a minimun
diameter of 1-7/8 inches. In addition to the minimum size specified, a
particular lot of potatoes designated as size A shall contain at least 40
percent of potatoes which are 2-1/2 inches in diameter or larger or 6 ounces
in weight or larger. There is no maximum diameter requirement for size A,
though maximum diameter requirements are specified for four other sizes under
U.S. No. 1 grade. Canadian No. 1 has both minimum and maximum requirements,
which are 2-1/4 and 3-1/2 inches, respectively. The more lenient U.S.
standards allow for greater size variation in packages and permits smaller,
and presumably less desirable potatoes to be included in packages than the
Canadian standards.

2/ Unless otherwise stated, prices of Canadian potatoes refer to potatoes
from Prince Edward Island.
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During September 1979-February 1983, the monthly average wholesale prices
of round whites from Long Island ranged from a low of $2.63 in December 1979
to a high of $6.88 in April 1981. Like those of Canadian and Maine potatoes,
high average prices for Long Island potatoes were reported in 1980/81.: The
average prices of the 1982/83 Long Island crop to date have ranged between .
$3.08 (November 1982) and $3.38 (February 1983). Even though the price data
for Long Island potatoes are for washed potatoes, these prices are below the
price of the unwashed Canadian round whites in the terminal market. The
prices of the Long Island. and Maine round whites were fairly close to each
other. .

Boston.--Wholesale prices of Canadian and Halne round whltes in Boston
tend to be 5 to 10 percent lower than wholesale prices in New York City due, .
in part, to lower transportation charges. The pattern of changes in the
monthly average wholesale prices of Maine round whites in Boston is similar to
the price pattern in New York City. . During the period 1979/80-1981/82, the
average price began at $2.95 in October 1979 and reached a peak of $7.00 in
June 1981 (table 25). When the 1981/82 crop entered the wholesale market in
September 1981, the price decreased to $4.03. During 1982/83, the price
declined sharply from $4.88 in September 1982 to $2.38 in February 1983.

Generally, Prince Edward Island round whites were priced higher than
other round whites in Boston. During the 1979-83 period, the monthly average
wholesale pfice‘for Prince Edward Island potatoes rose from $3.33 in October
1979 to a record high level of $7.67 in May 1981. l/ The rapid increases in
the average_prices‘in 1980/81 in Boston, as in New York, were caused by the
reduction in U.S. production. The upward price pressures were eased in
September 1981 when the 1981/82 fall crop entered the market. The price:
declined to $3.84 in January 1982 and then rose to $5.00.in June 1982. During
1982/83, the price decreased from $4.50 in September 1982 to $3 50 in February
1983. 2/ . ,

The market share of Long Island potatoes in Boston is relatlvely small.
In 1982, for instance, the market shares of Maine, Canadian, and Long. Island
potatoes, as a percent of total unloads by truck in Boston were 37.3 percent,
11.3 percent, and 1.4 percent, respectively. 3/ Accordingly, the prices of
Long Island potatoes in Boston are not always available. Except in September
1982, the average prices of Long Island potatoes were higher than those of
Maine potatoes. The prices of Long Island potatoes were even higher than
those of Canadian potatoes in November 1979 and October and November 1982.

The average margin of’underSelling or overselling of Canadian round white
potatoes sold in Boston and New York City (e.g., the difference in monthly
average wholesale prices between Canadian and }Maine potatoes) is shown in

1/ The average price in June 1981 is not available.

2/ The prices in February 1983 were averaged from dally reports 1ssued in
the first 2 weeks of the month.

3/ Boston Fresh Fruit and Vegetable Wholesale Market Prlces and Unloads 1982
Federal-State Market News Service. The total unloads in Boston in 1982 were
2.2 million hundredweight.
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table 26 and figures 1 and 2.  During the September 1979 to February 1983
period, Canadian round whites sold at the New York City terminal market were
priced above the monthly average wholesale price of Maine potatoes in all
months. The margins of overselling ranged from a high of 35.6 percent, or
$1.05 per sack, in January 1983 to a low of 0.5 percent, or $0.03 per sack, in
October 1980. Canadian round whites sold at the Boston terminal market also
were priced above the monthly average wholesale price of Maine potatoes,
except in May and September 1982. The margins of overselling ranged from a

high of 80.3 percent, or $2.37 per sack, in June 1980 to a low of 2.1 percent,
or $0.13 per sack, in January 1981.

The petition alleges that LTFV sales of Canadian round white potatoes
have suppressed and depressed round white prices in the Northeastern Region.
Prices of all round white potatoes (including Canadian) in the Region have
decreased since the 1980/81 crop year and are currently well below the
unusually high levels of crop year 1980/81 (tables 24 and 25). According to
industry sources, current wholesale prices, as well as prices received by
growers, are quite low and round white growers in Maine and possibly in other
areas are forced to sell below their cost of production. 1/ Certain industry
sources argue that increased Canadian imports in the pasf_éeveral years may
have played a role in reducing prices, given the sensitivity of potato
prices. gj In general, competition in the round white market in the
Northeastern Region, not only from Canada but also among the northeastern
round whites, has tended to keep prices low.

Lost sales

The Commission received allegations of sales lost to 20 customers of
round white potatoes. The staff contacted 6 of these customers. A summary of
each of the 6 customers' purchases of round white potatoes is presented below:

1. This customer purchases potatoes directly from the farmer, and packs
and sells the product to chain stores. This firm handles the round white
varieties * * * russet varieties * * *,

2. This * * * Jlocated in * * *., According to a spokesman for the firm,
95 percent of its business is in the russet varieties and 5 percent is in the
round white varieties. This firm purchases * * * its round white requirements
from U.S. sources.

3. This potato broker, located in * * *  purchases about * * * loads of
potatoes a year. This customer primarily handles potatoes which are * * *,
According to a spokesman for the firm, he imports approximately * * * loads a

year of special varieties of seed potato which are unavailable from U.S.
sources.

1/ Based on the statement of * * %,
2/ Conversations by the Commission sLaff with * * * in March 1983.
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4., This firm, located in * * * buys, packs, and ships potatoes, 98 to
99 percent of which are the russet varieties. The firm has just begun this

year to handle small quantities of the round white varieties, * * * are U.S.
grown. '

5. This * * * packs his own product and acts as a broker for * * *, He
also * * *, The quantity of * *#* * has not increased in recent years.

According to this * *# * he lost sales in March 1982 in the * *# * to imports
from Canada.

6. This * * * also buys, packs, and ships potatoes grown by * * *., He
does not handle Canadian round whites, although he did purchase some seed
potatoes from Canada in the past. A spokesman for the firm could not provide
specific instances in which he lost sales to imports from Canada. He said,
however, that the large quantity of imported round white
potatoes on the market tends to depress all round white prices.

U.S.-Canadian-currency exchange rates

General exchange-rate information.--During January 1, 1977, to January 1,
1983, the Canadian dollar depreciated by 18.3 percent vis-a-vis the U.S.
dollar. At the beginning of 1977, the Canadian dollar was worth 0.9909 U.S.
dollars, but by January 1979, it was worth only .8432 dollars, representing a
fall of 14.9 percent. By January 1, 1981, the Canadian dollar had depreciated
an additional 0.7 percent to .8370 U.S. dollars, and by January 1, 1983, it
had depreciated further by 3.2 percent to .8098 U.S. dollars. Movements of
the Canadian dollar vis-a-vis the U.S. dollar for January 1, 1977, to January
1, 1983, are seen in the following tabulation:

: Percentage change of
Year : Exchange rate : the Canadian dollar
: from previous year

: U.S. dollars per :

: Canadian dollar :
1977 : " .9909 -
1978 : ' .9137 : -7.79
1979 : .8432 : =7.72
1980 : .8561 : +1.53
1981 : .8370 : -2.23
1982 : .8439 : +0.82
1983 .8098 : -4.04

Data have been gathered on the two countries' consumer price indexes.

Although the consumer price indexes for the two countries are computed in
different ways, the evidence suggests that changes in the U.S. dollar/Canadian
dollar exchange rate have not been fully offset by differences in inflation.
Thus, Canadian goods in general have become more competitive with U.S. goods.
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Effect of exchange rates on U.S. Canadian trade in potatoes.——Between
1977 and 1981, a period during which the Canadian dollar depreciated vis—-a-vis
the U.S. dollar by 15.5 percent, the amount of Canadian potatoes imported by
the United States increased from 1,06 million hundredweight to 3.92 million
hundredweight, representing an increase of 270 percent. Although this
increase may be due in part to the gain in Canadian competitiveness that
resulted from the change in exchange rates, it is likely that other factors
have also contributed to an increase of such magnitude. Indeed, imports
increased substantially during 1979-82 when exchange rates were relatively
stable. Nevertheless, exchange rates can contribute to Canadian
competitiveness in potatoes.

The depreciation of the Canadian dollar increases the competitiveness of
Canadian potatoes in the United States if the exchange-rate change has lowered
the U.S. dollar costs of producing potatoes in Canada. If the U.S. dollar
cost of producing potatoes in Canada is lowered by the exchange-rate change,
Canadian growers could earn higher profits-after the depreciation than before
by selling potatoes in the United States. As a result, more Canadian potatoes
would probably come into the U.S. market.

If U.S. and Canadian potato growers purchased all of their inputs from
the same sources, an exchange-rate change would have no effect on their
competitiveness because their relative costs of production would be the same.
An exchange-rate change will only affect the competitiveness of Canadian
potatoes in the United States if U.S. and Canadian potato growers purchase
some inputs from local sources; only then would the relative costs of
production change. ’

Discussions with industry representatives suggest that U.S. and Canadian
growers purchase some inputs, such as tractors and fertilizers, from the same
sources, and therefore have the same U.S. dollar costs for these products
regardless of exchange-rate changes. Other inputs, such as seed and labor,
however, are generally purchased from local sources. Exchange-rate changes
would affect the relative prices of these inputs. This suggests that the-
change in the U.S. dollar/Canadian dollar exchange rate since 1977 has:
increased the competitiveness of Canadian potatoes in the United States
relative to 1977, but the percent of depreciation of the Canadian dollar since
1977 probably overstates the gain in competitiveness that Canadian potato
growers have enjoyed due to exchange-rate changes alone.

Consideration of the Question of Material
Injury Nationwide

This section of the report examines the evidence concerning the
possibility of material injury to the U.S. potato industry on a nationwide
basis. However, the petitioner alleges material injury, or the threat
- thereof, only to the fall-harvested round white potato industry in the
Northeastern Region of the United States. The data in this section pertain to
all potatoes, although mention of round white potatoes is made where data or
estimates on round whites are available.

A-31



A-32

U.S. production

Potatoes are grown commercially in nearly every State, although most
production is concentrated in three principal regions of the United States:
the Northeast, the North Central States, and the West. The farm value of U.S.
production of the 1981 potato crop (latest data available) was $1.82 billion,
a decrease of 8.0 percent from the $1.98 billion farm value of the relatlvely
small 1980 crop (table 27).

U.S. production (harvested) of potatoes increased from 302.9 million
hundredweight in 1980 to 338.6 million hundredweight in 1981, or by 11.8
percent. Production increased an additional 3.2 percent in 1982 to 349.3
million hundredweight. Approximately 87 percent of U.S. productlon of
potatoes during 1979-82 consisted of "fall—harvested potatoes.

The Western Region (principally Idaho, Washington, and Oregon) is by far
the principal producer of fall-harvested potatoes, accounting for 62 percent
of such production in 1981/82. The North Central Region accounted for 22
percent of U.S. fall-harvested potato production in 1981/82, and the
Northeastern Region accounted for 16 percent of such production.

Utilization

Approximately 83 percent of the U.S. potato crop during 1979/80 to
1981/82 was sold for human food; of the remainder, most went for shrinkage and
loss and for seed; some went to other uses such as commercial livestock feed:
(table 28). Of the 83 percent of the U.S. potato crop sold for human food,
approximately 60 percent was used for processing and approximately 40 percent
was used for tablestock. Additional data, moreover, indicate that among -
potatoes used for human food, there has been a long-term shift away from
tablestock use in favor of processing; this shift from tablestock to '
processing would appear to benefit producers of the russet potato more than
producers of round whites because the russet potato is’ the primary type used
for processing.

U.S. shipments

U.S. shipments of fresh potatoes increased from 122.4 million
hundredweight in 1979/80 to 123.9 million hundredweight in 1980/81, or by 1.2
percent (table 29). 1In 1981/82, shipments increased 3.1 percent to 127.7
million hundredweight. However, preliminary shipments data for September 1982
to February 1983 (59.8 million hundredweight) were 1.6 percent below the
shipments total for the corresponding perlod in the previous crop year (60 7
million hundredweight).

The principal outlet fof\recorded U.S. shipments 1/ of potatoes is
tablestock; indeed, tablestock accounted for 80,7 percent of totalvshipments

1/ Shipments of fresh potatoes are recorded by the U.S. Department of
Agriculture, Market News Service. A-32
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in 1980/81 and for 79.6 percent in 1981/82. Recorded potato shipments to
potato chip manufacturers accounted for 13.8 percent of total shipments in
1980/81 and for 14.3 percent in 1981/82, and potatoes used for seed accounted
for 5.5 percent of total shipments in 1980/81 and for 6.1 percent in 1981/82.

U.S. exports

U.S. exports of fresh potatoes averaged 2.5 million hundredweight during
1979-82 (calendar years), of which 87 percent went to Canada (table 30).
During this period, the range in volume of all exports was from 2.0 million
hundredweight in 1980 to 2.8 million hundredweight in 1979 and 1981,
indicating no discernible trend. The value of all exports, however, increased
from $16 million in 1979 to $37 million in 1981, and then declined to $27
million in 1982. During 1979, the average unit value of fresh potato exports
was $5.87 per hundredweight, which increased to $13.22 per hundredweight in
1981, and declined to $11.94 per hundredweight in 1982. Nearly the same
quantity of potatoes was exported in 1981 when the average price was more than
$13 per hundredweight, as was exported in 1979 when the average price was less
than $6 per hundredweight. Monthly data, by crop year, of U.S. exports of
fresh potatoes to Canada are shown in table 31; these data show that most of
the exports occur in the spring and summer months.

U.S. inventories

Until fall-harvested potatoes are shipped to market, they are generally
held in storage by growers, processors, and local dealers. Holdings of
fall-harvested potatoes are at their highest level in December, immediately
after the harvest. As the crop year progresses, potato stocks are drawn
down. Potatoes cannot be stored indefinitely and, consequently, stocks are
usually disposed of by May or June, but by no later than the end of the crop
year. The U.S. Department of Agriculture estimates that stocks of potatoes of
all types on December 1, 1982, in 15 major fall potato States were nearly 202
million hundredweight, or about 69 percent of 1982 fall production (table
32). This level was 4.6 percent higher than the December 1, 1981, level, 17.5
percent higher than the December 1, 1980, level, and less than one-half of 1
percent higher than the December 1, 1979, level. O0f the U.S. fall-harvested
potato inventories held on December 1, 1982, 63 percent were in Western
States, 21 percent were in North Central States, and 16 percent were in
Northeastern States. The States that generally hold the highest share of
their annual production in storage on December 1--75 percent or more—-are
Maine, Minnesota, and Idaho.

U.S. employment