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REPORT TO THE PRESIDENT
ON. INVESTIGATION NO. 22-42

PEANUTS
UNITED STATES INTERNATIONAL TRADE COMMISSION
‘ January 15, 1981

Findings and recommendations

On the basis of the information developed in the course-of the
invéstigation, the Commission unanimously finds and recommends that the annual
quantitative import restriction on peanuts, shelled or not shelled, blanched,
or otherwise prepared or preserved (except peanut butter), described in item
951.00 of the Appendix to the Tariff Schedules of the United States, may be
modified to permit the entry of 200,000,000 pounds of peanuts, as prescribed
in Presidential Proclamation 4807, or more, during the period August 1, 1980,
to.July 31, 1981, inclﬁsive, in addition to the quota of 1,709,000 pounds
specified in item 951.00, without rendering or tending to render ineffeétive,
or materially interfering with, any program or operation undertaken by the
Department of Agriculture with respect to peanuts, or reducing substantially
the amount of any product processed in the United States from peanuts.

Chairman Alberger, Vice Chairman Calhoun, and Commissioner Stern further
find and recommend that the annual quantitative import restriction on peanuts
may be modified to permit the entry of up to 400,000,000 pounds of peanuts
(farmer's stock basis or 300,000,000 pounds shelled basis) during the l-year
period August 1, 1980, to July 31, 1981, inclusive, 1/ in addition to the
quota of 1,709,000 pounds specified in item 951.00, without rendering or

tending to render ineffective, or materially interfering with, any program or

1/ Vice Chairman Calhoun finds that a limit ought to be placed on the volume
of peanuts entered during the period June 30 to July 31, 198l.



operation undertaken by the Department of Agriculiire with respect to peanuts,
or reducing substgntially the amount of any product processed in the United

States from peanuts.

Background

The Commission instituted its investigation on October 15, 1980,
following the receipt on October 1, 1980, of a request for an investigation
filed by the Peanut Butter and Nut Processors Association and the National
Confectioners Association. The investigation was instituted pursuant to
uééétion 22(d) of the Agricultural Adjustment Act of 1933 (7 U.S.C. 624) to
determine wheﬁher the annual import quota on peanuts may be modified or
suspended for the l12-month period beginning August 1, 1980, without rendering
ér tending to render ineffective, or materially interfering with, any program
orkapération undertaken by the Department of Agriculture with respect to
peanﬁts, or reducing substantially the amount of any product processed in the
United States from peanuts.

Notice of the Commission's investigation was published in the Federal
Register of October 22, 1980 (45 F.R. 70159). A public hearing was held in
Washington, D.C., on December 1, 1980. All interested parties were afforded
aﬁ opportunity to appear and to present information for consideration by the
Commission.

On December 4, 1980, United States Trade Representative Reubin Askew
advised the Commission that, pursuant to authbriéy delegated to him by the
President, he had issued Presidential Proclamation 4807 authorizing on an
emergency basis the entry of 200,000,000 pounds of edible grade peanuts, in
addition to the existing quota of 1,709,000 pounds, such authorization to

continue in effect through June 30, 1981. He requested an immediate



Commission investigation under section 22 of the Agricultural Adjustment Act
of 1933 to determine whether éhe additional peanutsAallowed by the
proclamation may be imported without rendering or tending to render
ineffective, or matérially interfering with, the price support program for
peanuts conducted by the Department of Agriculture, or reducing substantially
the amount of any product processed in the United States from peanuts, and
that the Commission report its findings and recommendations as soon as
possible. On December 9, 1980, Commission Chairman Alberger advised
Ambassador Askew that the Commission would consider the emergency action set
forth in the proclamation in formulating its findings and recommendations in
the present investigdtion.

This report is being furnished to the President in accordance with
section 22(d) of‘the Agricultural Adjustment Act of 1933. The information in
;he report was obtained at the public hearing, from interviews by members of
the Commis§ion's staff, and from information provided by other Federal and

state agencies, the Commission's files, submissions from the interested

parties, and other sources.



- Views of the Commission
As indicated above by our findings and recommendations, we have concluded

that the import quota on peanuts described in item 951.00 of the Appendix to
the Tariff Schedules of the United Stétes may be modified to permit the entry
of 200,000,000 pounds of peaﬂuts, as prescribed in Presidential Proclamation
4807, or more, during the period August 1, 1980, to July 31, 1981, inclusive,
.;p addition to the quota of 1,709,000 pounds specified in item 951.00, without
rendering or tending to render ineffective, or materially interfering with,
any program or operation undertaken by the Department of Agriculture with
respect to peanuts, or reducing substantially the amount of any product
proces§ed in the United States from peanuts. The principal considerations

~.

supporting our finding and recomméndation are set forth below.
Backgroynd

The program of the Department of Agriculture (USDA) that is of concern to
the Commission in this investigation is the peanut price-support program
provided in section 807 of the Food and Agriculture Act of 1977. l/ Und:r the
current law, the price paid to farmers for their peanuts is supported thiough
a'loan program which establishes a floor under the domestic market price. In
general, prices paid to farmers for peanuts have not deviated significantly

from the price-support levels set by the USDA.

e e e T e e . — - - - -~ e - - e e > - e -

1/ 7 U.s.C. 14b5c.



The Act requires the Secretary of Agriculture to establish annually a
national acreage allotment‘AAd a national poundage quota for peanuts, which in
recent years has served primarily to limit the amount of peanuts for which
farmers could receive support payment. Under the Act, the Secretary of
Agriculture sets a two-tier loan rate for the 1978/79 to 1981/82 peanut crops
at not less than $420 per shorF ton for peanuts produced within a farm's
poundage quota. The loan rate }or additional peanuts is based on the estimatéd
demand for peanut oil and meal, the expected prices for other vegetable oils
and protein meals, and world market conditions. Producers can place any or
all of their harvested peanuts under loan to the Government at the specified
prices per ton. The loans normally are redeemed when the market price is
;bove the support price. The growers may forfeit their crop--the loan
collateral--to the Government and retain the loan proceeds when market prices
are below the support price.

U.S. production and exports of peanuts have risén substantially over the
last decéde. The second largest crop ever produced was harvested in crop year
1979/80--amounting to nearly 4.0 billion pounds (farmers' stock basis) 1/--and
was only slightly smaller than the record harvest in 1978/79. Average aanual
U.S. exports from 1977/78 to 1979/80 were substantially larger than those in
previous crop years. Domestic consumption of peanuts for food has also
increased over the last decade and accounted for over 50 percent of L.S.

production in 1979/80.

PR 2 ot - - - - ~ - - -

1/ All references to quantities in this opinion are to farmers' stock basis
unless otherwise specified. The weight of peanuts in the shell (farmers'
stock basis) is approximately 133 percent of peanuts removed from the shell
(shelled basis).
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Production of peanuts in the United States in-<he 1980/81 crop year

declined by about 42 percent to 2,297 million pounds owing to severe drought

e

in peanut growing regions. A further decline in the éupply of edible quality
peanuts was caused by increased incidence of aflatoxin, a mold which renders
peanuts inedible. This situation not only affected the growers of peanuts who
were unable to provide the market with their product, but also processors of
peanuts. As the shortage situation developed, the processors found that
traditional supply channels did not provide peanuts in quantities sufficient
to ‘maintain normal operatioms. Limited quantities of peanuts were available
“on the open market from some suppliers but only at prices substantially higher
than had previously prevailed. As a result, a number of processors reduced -
the level of their operations and laid off employees.
Discussion

| It is clear to us that, in the absence of increqsed imports of edible
peanuts, there will be no improvement in the serious situation facing peanut
processors. The quantity of peanuts permitted to enter the United States has,
since 1956, been limited to 1,709,000 pounds (shelled basis). This quantity is
less than one-tenth of 1 percent of the level of consumption of peanuts for
food use in recent crop years. Imports in this amount would not provide any
relief from the current shortage situation.

Upon the recommendation of the Secretary of Agriculture, the United
States Trade Representative issued on December 4, 11980, a proclamation
providing for the importation of an additional éuantity of peanuts up to 200
million pounds of peanuts (shelled basis) until June 30, 1981. .We have found
unanimously that imports of this quantity may be entered without rendering or

tending to render ineffective, or materially interfering with, any program or



operation undertaken by the USDA with respect to peanuts, or reducing
substantially the amount.of an} product processed in the United States from
peanuts. Most peanut growers already have sold their total production. No
action taken upon the recommendation of the Commission can alleviate any
losses which these growers might have suffered owing to crop failure. Since

the market price is now and is expected to remain above the support price, we

!
.

believe that those farmers still in possession of peanuts at this time will be
able to find a buyer at prices higher than the support price. Therefore,
increased imports will not cause increased purchases by the Commodity Credit
Corporation (CCC) in this crop year nor will they otherwise cause a
significant decline in the price to farmers. With additional imports of 200
mfllion pounds (shelled basis), there will still be a shortfall of peanuts
available for edible purposes of about 190 million pounds.

The USDA recommendation is at least partly based on a judgment that a 200
million pound qﬁota (shelled basis) will be more than adequate to permit entry
into the United States of any péanuts available on the world market. USDA
estimates that there are only about 110 million pounds of peanuts available
for import in this crop year. However, it is possible that available péanuts
could exceed this amount. The two nations with the largest production of
peanuts and historical interest in export markets—-India and China--have had
good harvests this year. Other producing nations have also had adequate
harvests. Prices of edible grade peanuts, both in the United States and in
other markets, have increased by two to four times the level of the previous
year. The high level of pricés may attract more than normal interest in the
export of edible quality peanuts by foreign broducers.

We also have found unanimously that a quantity of more than 200 million

pounds (shelled basis) of edible grade peanuts may be entered through July 31,
7




1981, without rendering or tending to render idéffective, or materially

.interfering with%;any program or operation undertaken by the USDA with respect

to peanuts, or rghucing substantialiy the amount of any product processed in

the United States from peanuts. For the same reasons as stated above, such

quota modification would not affect the support program through July 31, 1981.
We also récognize that a recommendation allowing for a quantity of

imports greater than 200 million pounds (shelled basis) must take into account

the possible effects on next year's support program. In recent years the

" ‘carry-over of peanuts in inventory from one crop year to the next has averaged

about 600 million pounds, approximately 30 percent of consumption fo; food
purposes. This inventory provides a supply of peanuts to processors during
‘the mon*hs of August and September of each new crop year until production from
the harvest becomes generally available to the market. Normal monthly
consumption of peanuts in recent years has been a minimum of about 160 million
pounds. We would expect, therefore, that a minimum ;f 320 million pounds will
be necessary to supply processors in the early months of the 1981/82 crop
year. The USDA estimates that yearend inventory will be 150 million pounds of
peanuts. If this estimate 1s accurate, there would be a shortage of peanuts
at the beginning of the new crop year of at least 170 million pounds. We
believe that onlf if these carry-over inventories should approach the 600
million pound level would prices to farmers in the early months of the new
crop year begin to decline to a level close to the support price. For this
reason farmers will choose to sell their product on the open market for a
premium over the support price, rather than to the CCC. We believe,
therefore, that a quantity of peanuts greater than 200 million pounds (shelled

basis) could be imported into the United States without



adversely affecting the‘peanut price-support program of the USDA in the
1981/82 crop year. |

Cﬁairman Alberger, Vice Chairman Calhoun, and Commissioner Stern further
recommend that the quota on peanuts through July 31, 1981, 1/ can be modified
to permit the entry of up to 400 million pounds of peanuts. 2/ This figure is
based on information provided by USDA that there will be a shortage of peanuts
available to processors of at ieast 955 million pounds for the 1980/81 crop
vear, and that there will be a shortage of peanuts in inventory at the end of
the crop year of at least 170 million pounds. The total shortfall in this

crop year is, therefore, at least 625 million pounds. Processing of peanuts

which has not occurred owing to the shortage of peanuts in the first four

e~ o - - - . -

i/ Vice Chairman Calhoun is of the view that a limit should be placed on the
volume of imports entered in the period June 30 to July 31, 1981. 1In h.s view
a lower than normal carryover of inventory might provide farmers an
opportunity to recoup, in the beginning of the 1981/82 crop year, some of the
losses they sustained in this crop year. Were it not for the increased level
of imports proclaimed on behalf of the President, the first months of the
1981/82 crop year would be characterized by an unusual excess of demand over
supply. In such a circumstance, farmers' prices in the early months of the
crop year would permit, to some degree, compensation for the lower crop yields
during this crop year. His view is that farmers ought to be permitted srme
opportunity to benefit from this normal operation of the market.

2/ Commissioners Moore and Bedell do not join in this finding. It is their
view that the establishment of a specific quantity of peanuts which might be
entered without causing a detrimental effect on the price  support program is
not supported by the information available to the Commission. It is their
view that such a calculation should be left to the expertise available to the
USDA as market conditions may warrant in the coming months. Should cthe limit
established in the proclamation of December 4, 1980, be too low, the President
has the authority under the Act to further modify the restrictions on an
emergency basis and to request further advice of the Commission.

Commissioners Moore and Bedell stress, however, that they have particular
concern with the appropriate level of inventory to be carried into the new
crop year. The potential effects of an excessively large inventory, deprossed
prices and increased purchases by the CCC, should be considered in any further
modification of the quota. :
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months of the crop year (August-November) before the proclamation of December

4, 1980, cannot be.regained and need not be considered in the determination of

R

the requirements of*the remaining eight months. Therefore, we conclude that
approximately 400 million pounds of imported peanuts through July 31, 1981,
are needed by peanut proceséors, consideriﬁg the reduced level of consumption
likely to result this year from the hiéhrprices of both domestic and imported
peanuts.

It is our view that only if virtually the entire quota amount of 400
mﬁ}iion pounds is entered in the final month of the crop year could there be a
" serious effect upon prices in 1981/82 by virtue of increasing inventories. We
consider this possibility to be highly unlikely. Processors need peanuts
now. Therefore, it is reasonable to expect that much of the quota will be

used prior to the ending date. Moreover, since the price of peanuts on world

markets is substantially above previous years' levels, and since a normal crop
in the United S;ates in 1981/82 would 1ike1x cause a deqline in domestic
prices, we do not believe that processors will pay premium prices for imported
peanuts in the final month before the new crop year commences. Therefore, we
determine that a 400 million pound modification of the quota through July 31,
1981, will not render or tend to render ineffective, or materially interfere
with, any program or operation undertaken by the USDA with respect to peanuts,

or reduce substantially the amount of any product processed in the United

States from peanuts. : '

10



INTRODUCTION

On October 1, 1980, the United States International Trade Commission
received a petition on behalf of the Peanut Butter and Nut Processors
Association and the National Confectioners Association requesting that the
Commission institute an expedited investigation under section 22(d) of the
Agricultural Adjustment Act, as amended (7 U.S.C. 624), to determine whether
the quantitative restriction currently in effect on the importation of peanuts
should be suspended for the 12-month period ending July 31, 198l. The
petition alleged that, because of severe drought conditions in peanut-—
producing areas of the United States, a substantial supply shortage is
imminent. After considering the request, the Commission, on October 15, 1980,
instituted an investigation on its own motion under section 22(d) of the
Agricultural Adjustment Act to determine whether changed circumstances exist
which require the modification or suspension of the section 22 quantitative
import restriction on peanuts set forth in item 951.00 of the Appendix to the
Tariff Schedules of the United States (TSUS). 1/ The peanuts subject to this
restriction are those peanuts shelled or not shelled, blanched, or otherwise
prepared or preserved (except peanut butter) provided for in TSUS items
145.20, 145.21, and 145.48. Specifically, the Commission instituted the
investigation under section 22(d) to determine whether the annual import quota
for the 12-month period beginning August 1, 1980, may be modified or suspended
without rendering or tending to render ineffective, or materially interfering
with, any program or operation undertaken by the Department of Agriculture
with respect to peanuts, or reducing substantially the amount of any product
- processed in the United States from peanuts.

Notice of the institution of the Commission's investigation and of a
public hearing to be held in connection therewith was duly 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 October 22, 1980 (45 F.R. 70159). 2/ The public hearing was held
in Washington, D.C., on December 1, 1980, at which all interested parties,
including the Department of Agriculture, were afforded the opportunity to
present information for consideration by the Commission.

On December 4, 1980, the United States Trade Representative (USTR)
advised the Commission that, pursuant to authority delegated to him by the
President, he had issued a proclamation authorizing the importation of
200,000,000 pounds of peanuts suitable for edible use, in addition to the
existing quota of 1,709,000 pounds, such authorization to continue in effect
through June 30, 1981. This action was taken following the receipt of advice
from the Secretary of Agriculture that emergency action was necessary to
relieve a substantial deficit in the domestic supply of edible peanuts. The
USTR also requested the Commission to make an immediate investigation under
section 22 of the Agricultural Adjustment Act of 1933, as amended, to
determine whether the peanuts described in new TSUS item 951.01 added by the

1/ A copy of section 22 of the Agricultural Adjustment Act, as amended ( 7 -
U.5.C. 624), is presented in app. A. ‘

2/ A copy of the Commission's notice of investigation and hearing is
presented in app. B.
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A-2
above-cited proclamation may be imported without rendering or tending to
render ineffective, or materially interfering with, the price support program
for peanuts conducted by the Department of Agriculture, or reducing
.substantially thc amount ‘of any product being processed in the United States
from domestic peanuts, and to report the results to him as soon as possible. 1/

INFORMATION OBTAINED IN THE INVESTIGATION
Description and Uses

Peanuts (or groundnuts) are the seeds of an annual legume which grows
close to the ground and bears nuts below the surface. The papery pods range

from about 3/4 inch to 2 inches in length and usually contain two kernels,
although three kernels predominate in some varieties.

Peanuts are grown throughout the world, with the greatest production in
Asia and Africa. The products that enter commerce from these areas, however,
are mostly in the form of o0il and meal. About one-half of the U.S. peanut
supply is used domestically for edible purposes, principally in the form of
peanut butter, candy, salted shelled nuts, and nuts roasted in the shell. The
remaining peanuts are crushed for oil and meal, exported, used for seed or
. feed, or disposed of on the farm.

. There are three principal types of peanuts grown in the United
States--Virginia, Spanish, and Runner. Certain of these three types are
preferred for particular uses because of differences in flavor, oil content,
size, and shape, but they are used interchangeably to some extent.
Practically all peanuts marketed in the shell are of the Virginia type,
together with some Valencias (a minor variety) selected for large size and
attractive appearance of the shell. But the bulk of the Virginia peanuts are
shelled, with the larger nuts generally used for salting and the smaller nuts
generally used in making peanut butter or confectionery.

Almost all peanuts of the Spanish and Runner types that enter commercial
channals are shelled before reaching consumers. Substantial quantities of
Spanish peanuts are also salted, but their principal uses are in the

"manufacture of peanut butter and peanut candy. Runner-type peanuts are used
primarily in the manufacture of peanut butter and confectionery.

Salted peanuts are generally roasted in oil and packed in retail-size
transparent plastic bags and hermetically sealed cans. Salters pack a small
quantity of salted peanuts in bulk for repackaging or for reselling through
vending machines. Dry-roasted salted peanuts are also marketed in significant
quantities. The primary use of peanut butter is in the home, but large
quantities are also used in the commercial manufacture of sandwiches, candy,
and bakery products.

1/ A copy of the letter from the USTR to the Commission, his proclamation as
published in the Federal Register, and the reply of the Chairman of the
Commission are presented in app. C. '

A-2



A-3

In the United States, low-grade or culled peanuts not suitable for the
edible market are used for the production of peanut oil. Most of the
"surplus' edible-grade peanuts acquired by the Government under the peanut
price-support program administered by the U.S. Department of Agriculture are
also used for producing peanut oil. Peanut oil is used primarily as a cooking
or salad oil. Lesser quantities are used, after hydrogenation, in shortening
and margarine. Peanut oil-cake and meal, obtained as byproducts from crushing
peanuts for oil, are used as livestock food.

U.S. Department jof Agriculture Program for Peanuts

Description of the program

The production of peanuts in the United States is regulated through
acreage allotments and poundage quotas, and the price of peanuts is supported
through price-support loans. The programs for crop years since 1977 are based
on the Food and Agriculture Act of 1977 (Public Law 95-113). The principal
purposes of the 1977 legislation are to provide price and income protection to
farmers, and assurance to consumers of an abundance of food and fiber at
reasonable prices. The Food and Agriculture Act of 1977 was the first major
change in the peanut program since 1949. The peanut program is a mandatory
particiration program; in order for a grower to obtain the support price or
sell his peanuts to a sheller or broker, he must have an inspection
certificate from the U.S. Department of Agriculture.

Acreage allotment and poundage quota.--The price-support legislation

" requires the Secretary of Agriculture to establish annually a national acreage
allotment and a national poundage quota for peanuts, which in recent years has
served primarily to limit the amount of peanuts for which farmers could
receive support payments. Prior to the 1977 legislation, the Secretary of
Agriculture was required to establish annually only a national acreage
allotment. In past years, acreage was limited to 1,610,000 acres, although
somewhat less than that was harvested, and farmers were eligible for support
prices on whatever peanuts were produced on those acres. Over the years
peanut production increased dramatically as yields increased, resulting in
increased quantities of surplus peanuts and, thus, requiring the Commodity
Credit Corporation (CCC) of the U.S. Department of Agriculture to acquire
substantial portions of the peanut crop in some years.

Under the 1977 legislation, the national acreage allotment and the
poundage quota are intended to bring peanut supplies in balance with market
needs for peanuts for edible and related purposes. The minimum national
allotment is 1,614,000 acres. However, the acreage may be increased if it is
determined that additional acreage is necessary to meet estimated requirements.
Peanut acreage allotments for farms are based on the preceding year's farm
allotment. The 1977 legislation also requires a 5-percent reduction in the
poundage quota each year--from 1,680,000 short tons in 1978 to 1,440,000 short
tons in 1981-—unless the Secretary determines that such a quota would be
insufficient to meet estimated requirements for domestic edible use and a
reasonable carryover. Poundage quotas may be transferred from farm to farm
but allotments will be adjusted, based on yield, for the farm to which the
transfer is made. 1 A3
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Peanuts that are produced within a farm's pouﬁﬁage quota may be sold for
export, or sold in the domestic market for edible purposes or for crushing
into oil. Nonquota 'additional' peanuts must be delivered to fulfill export
contracts or placew . under CCC loan. Once placed under loan, the additional
peanuts may be sold for domestic or export edible use or crushed into oil. If
a farm's acreage allotment is exceeded, all peanuts marketed to the CCC from
the farm are subject to a penalty assessed on the basis of the excess

acreage. Penalties are also assessed for marketing more peanuts than the
effective farm poundage quota calls for.

Loans.--The loan program has been the basic feature of peanut
price-support legislation. Under the program, producers can place their
harvested peanuts under loan from the CCC at specified values per ton.
Producers may take out individual farmer-stored CCC loans, or they may utilize
their grower association to obtain such loans and store the peanuts.

Producers redeeming their loans are obligated to pay the incurred interest
(11.5 percent per annum for 1980) and storage costs.

In general, the loan rate has acted as a floor for domestic market
prices, which have seldom dropped appreciably below the loan rate. The 1977
legislation calls for the Secretary of Agriculture to set a two-tier loan rate
for the 1978/79 to 1981/82 peanut crops at not less than $420 per short ton on
peanuts produced within a farm's poundage quota. The loan rate for additional
peanuts is based on the estimated demand for peanut oil and meal, the expected
prices. for other vegetable oils and protein meals, and world market conditionms.

The support price may be raised above $420 by the Secretary, after
counsideration is given to the Index of Prices Paid for Production Items,
Interest, Taxes, and Wage Rates, as well as other factors. Legislation prior
to 1977 called for the Secretary of Agriculture to set the loan rate at not
less than 75 percent of parity. 1/ Since parity changed, the support price
also changed. For example, the support price rose from $395 per short ton in
1975 to more than $430 per short ton in 1977, less $20 per short ton charged
by the CCC to cover costs such as inspection and handling. In additionm,
producers participating in the program could place their entire output of
peanuts under loan. The support price for the 1980/81 crop year is $455 per
ton. 2/.- '

Operation of the program

The Government has attempted to bolster the price of peanuts by con-
trolling the flow of peanuts into the commercial market. The CCC, through its
loan activities, acquisitions, and stocks, has usgally exerted considerable
influence in the domestlc market for peanuts.

Quantities placed under loan-and deliveries to the CCC.--During crop
years 1975/76 to 1979/80, the annual quantity of peanuts used by producers as

1/ Parity is, in general, the price which will give agricultural commodities
the same purchasing power in terms of goods and services farmers buy that the
commodities had in a specified base period. _

2/ The peanut crop year extends from Aug. 1 to the following July 31.
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collateral for CCC loans ranged from 260,000 tons in 1978/79 to 568,000 tons
in 1975/76 (table 1). During August l-October 29, 1980, about 135,000 tons
were used as collateral by producers for loans. Beginning with crop year
1977/78, 15 percent or less of annual U.S. production of peanuts has been
delivered to the CCC; in crop years 1970/71 through 1976/77, 22 percent or
more of the output was so delivered.

CCC stocks and sales of peanuts.--During the 1970's, the great bulk of
U.S. stocks of peanuts were generally held by peanut processors. In crop
years 1974/75 and 1975/76, however, a change in the Department of
Agriculture's policy regarding the resale of peanuts acquired by the CCC
resulted in its having to carry large stocks of peanuts in the form of peanut
oil. On July 31, 1975, the CCC's inventory of peanuts stood at 552 million
pounds (equivalent to 15 percent of production in that crop year), compared
with no stocks on July 31, 1974 (table 1). Stocks continued to increase
during crop year 1975/76 and totaled 958 million pounds (equivalent to 25
percent of production) by July 31, 1976. The CCC was eventually able to
liquidate those inventories, but only at substantial losses. Estimated losses
to the CCC in the 2 years were approximately $222 million. Since then, ending
stocks of peanuts held by the CCC have been negligible, as yearend U.S. stocks
of peanuts have again been held almost entirely by private concerns.

Section 407 of the Agriculture Act of 1949 (63 Stat. 1051), as amended,
sets forth the conditions for CCC sales of peanuts. Sales of peanuts for
domestic edible use, including use as seed, must be made at not less than 105
percent of the quota loan value (with certain adjustments) plus all costs
incurred, such as inspection, warehousing, and shrinkage. Export sales of
quota peanuts must be made at not less than 100 percent of the quota loan
value plus all costs incurred. Export sales of additional peanuts for edible
uses in the.1980 marketing year must be made at not less than $435 per ton.
Export sales of additional peanuts for crushing only must be made at 100
percent of the additional loan value plus all costs incurred, and such peanuts
must be fragmented prior to export. Sales of quota and additional peanuts for.
domestic crushing only must be sold at competitive prices. If such prices are
less than the applicable loan rate for quota or additional peanuts plus all
costs incurred, the use of the oil produced from such peanuts will be
restricted to domestic markets. Over the years, most of the peanuts sold by
the CCC were generally channeled into the domestic market for crushing.

U.S. Customs Treatment

Tariff treatment

Imported peanuts are classifiable for tariff purposes in items 145.20 or
145.21 of the Tariff Schedules of the United States, if unshelled, or in item
145.48, if shelled, blanched, or otherwise prepared or preserved. Imports
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under these items are also presently subject to the quantitative limitations
provided for in item 951.00 of the Appendix to the TSUS. The rates of duty
currently applicable to imports are shown in table 2.

The rate of duty for item 145.20 is that originally provided for in the
Tariff Act of 1930. The rate of duty for item 145.48 has been in effect since
January 1, 1980, and reflects a concession granted by the United States in the
Tokyo round of negotiations under the General Agreement on Tariffs and Trade.
This rate of duty is scheduled to be reduced to 3 cents per pound on January
1, 1981, when the final stage of the duty reduction becomes effective. Prior
to January 1, 1980, the rate wds 7 cents per pound. The average ad valorem
equivalent of the present rate on unshelled peanuts (item 145.20) was 3.2
percent based on the value of imports from all countries in crop year 1979/80,
and that on peanuts, shelled, blanched, or otherwise prepared or preserved
(except peanut butter) (TSUSA items 145.4850 and 145.4880), was 6.2 percent.

Section 22 quota

U.S. imports of peanuts have been subject to quantitative restrictions
since July 1, 1953, following an investigation under section 22 of the
Agricultural Adjustment Act, as amended. l/ Under Presidential Proclamation
3019, issued on June 8, 1953, a 1,709,000 pound (aggregate quantity, shelled
basis) limitation was established on the quantity of peanuts permitted to be
entered or withdrawn from warehouse for consumption during any l2-month period
beginning on July 1 in any year.

In 1955 and 1956, as a result of three supplemental section 22
investigations, 2/ the import quota was temporarily relaxed by Presidential
proclamation to allow for imports in excess of the quota in order to relieve
shortages of certain types of peanuts in the United States. Subsequent to the
second supplemental investigation, the quota year for peanuts was changed to
commence on August 1 of each year. 2/

1/ In that investigation, the U.S. Tariff Commission (now the U.S. Inter-
national Trade Commission) determined that peanuts, whether shelled, not
shelled, blanched, salted, prepared or preserved (including roasting peanuts,
but not including peanut butter) were practically certain to be imported in
such quantities as to interfere materially with the Government's price-support
program for peanuts.

2/ The three supplemental sec. 22 investigations conducted by the Commission
are summarized in app. D.

3/ Item 951.00 of the Appendix to the TSUS provides as follows: Whenever,
in any l2-month period beginning August 1 in any year, the aggregate quantity
specified below of peanuts, shelled or not shelled, blanched, or otherwise
prepared or preserved (except peanut butter) provided for in items 145.20,
145.21, and 145.48, part 9A, schedule 1, has been entered, no such products
may be entered during the remainder of such period---1,709,000 pounds:
Provided, that peanuts in the shell be charged against this quota on the basis
of 75 pounds for each 100 pounds of peanuts in the shell.
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Under Proclamation 4807, issued by the United States Trade Representative
on behalf of the President on December 4, 1980, the quota was modified to
allow an additional 200,000,000 pounds (shelled basis) of edible peanuts to be
entered through June 30, 1981. The temporary expansion of the import quota
was made in order to relieve a shortage in the U.S. supply of edible peanuts.

The import quota on peanuts is administered by the U.S. Customs Service
on a first-come-first-served basis. No special applications or licenses are
required to import peanuts.

U.S. Producers

Peanut growers

In crop year 1979/80, 1.53 million acres of peanuts were harvested on
about 75,000 farms in the United States; in comparison, 1.5 million acres were
harvested on about 77,500 farms in crop year 1975/76. 1In 1979/80, 54 percent
of the acreage harvested for peanuts was concentrated in the Southeastern
United States (Alabama, Florida, Georgia, Mississippi, and South Carolina).
Farm operators in these five States accounted for 63 percent of U.S. output in
1979/80. The major area of production of Runner-type peanuts is the South-
east, whereas the principal area of production of Spanish-type peanuts is the
Southwest (Texas, Oklahoma, and New Mexico). Most of the Virginia-type
peanuts are grown in Virginia and North Carolina.

Peanut shellers and crushers

There are 66 commercial peanut shelling firms in the United States.
Peanut shellers acquire peanuts from growers for their own account or for the
account of the CCC. The shellers take field-harvested peanuts, clean and
remove all foreign matter (such as stones, soil, and bits of pods), and grade
and store the peanuts. Most of the peanuts are shelled before they are stored
or shipped; only the largest and best of the Virginia-type peanuts are not
shelled. Peanut oil is produced by about 1l peanut crushers, most of whom
produce the oil incidental to their operations as shellers of peanuts for the
edible nut trade.

U.S. Consumption

Apparent U.S. consumption of peanuts increased irregularly from 2.6
billion pounds in crop year 1970/71 to 2.9 billion pounds in crop year
1979/80, as shown in table 3. 1/ The substantial increase in apparent U.S.
consumption of peanuts in crop years 1975/76 and 1976/77 resulted principally
from a change in the U.S. Department of Agriculture's policy concerning the
disposal of peanuts acquired by the CCC. For those crop years, the CCC could

1/ Unless otherwise indicated, all quantitative data in. this report are on
an unshelled basis.
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not sell peanuts for less than the loan rate plus any handling and storage
costs that were incurred. This resulted in the CCC not being able to sell
peanuts to the export market, domestic edible market, or crushers because the
release price was higher than the prevailing market price. Hence, the CCC had
the peanuts crushed for oil in the year following harvest in order to store
the peanuts. (The quality of peanuts either shelled or unshelled deteriorates
very rapidly if they are stored for more than 1 year.)

During crop years 1970/71 to 1979/80, an average of about 50 percent of
the peanut crop was consumed domestically as food. The remainder was exported
(20 percent), used for seed or livestock feed (6 percent), or crushed into oil
(22 percent). U.S. consumption!of peanuts for food increased more than 25
percent from crop year 1970/71 to crop year 1979/80; the average annual rate
of increase during this period was 2.8 percent. In crop years 1978/79 and
1979/80, the annual consumption of peanuts for food averaged 2.0 billion
pounds (unshelled basis). More than half of the peanuts used in the domestic
~production of food products are consumed in the form of peanut butter. Salted
peanuts and peanut candy account for most of the remaining uses of edible
peanuts in food products, as shown in table 4.

‘Table 4.--Peanuts: U.S. apparent consumption for food, by principal products,
crop years 1975/76 to 1979/80

(In millions of pounds, shelled basis)

: St t Peanut : :
Crop : ieizut : S:iﬁei ¢ butter : Peanzt : Other : Total
year : utter ., Ppeanuts . andwich : cag‘y : :
1976 /77—===—=: 821.9 : 337.6 32.2 312.6 : 23.6 : 1,527.9
1977 /78~——==~ : 829.7 : 364.7 : 37.5 312.8 : 24.9 : 1,569.6
1978/79-==——=: 884.4 387.8 : 37.3 357.0 : 25.5 : 1,692.0
1979/80===-—- : 931.0 : 378.9 40.3 343.6 : 25.8 : 1,719.
f

Source: Compiled from official statistics o
Agriculture.

o]
Fh

the U.S. Department

Note.--Because of rounding, figures may not add to the totals shown.
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U.S. Production and Stocks

Production

- —

_U.S. productién of peanuts increased gradually during the 1970's--from
3.0 billion pounds in crop year 1970/71 to 4.0 billion pounds in crop year
1979/80 (table 3). However, the 1980/81 crop is estimated to total only 2.3

billion pounds, representing a decline of 42 percent from the 1979/80 output
and the smallest crop since that in 1956.

Production in the Southeast is expected ‘to total 1.4 billion pounds in
crop year 1980/81, or 44 percent less than production last year. Reduced
yields resulting from dry weather in Georgia and Alabama, the two principal
producing States in the Southeast, and a decline in the acreage harvested are

responsible for the decreased output. During crop years 1977/78 to 1979/80,
the Southeast accounted for 63 percent of U.S. output.

Dry weather in the Southwest and the Virginia-Carolina region is the
cause of decreased production in those areas. Output is expected to total 465
million pounds in the Southwest in 1980/81, or 43 percent less than last
year's production. Output in the Virginia-Carolina area will total only 420
million pounds, representing a decline of 34 percent (table 5).

Table 5.--Peanuts: U.S. production, by areas, crop years

~ 1977/78 to 1980/81
Region 1977/78 * 1978/79 Y 1979/80 1 1980/81

Production (million pounds)

e oo eo oo oo

se oo

Southeast----

: 2,301.5 : 2,532.8 2,524.,7 : 1,411.0
Southwest~——=: 687.5 : 667.6 822.2 : 466.0
Virginia- : : : :

Carolina---: 737.1 788.3 : 633.5 : 420.0
Total===-: 3,726.0 : 3,988.6 3,980.4 : 2,297.0

i Percent of total production
Southeast———-: 62 63 : 63 : 61
Southwest====~: 18 : 17 21 20
Virginia- : : P :

Carolina~--: 20 20 16 : 18
Total----: 100 ¢+ 100 : 100 : 100

. .

Source: Compiled from official statistics of the U.S. Department of
Agriculture.

Note.--Because of rounding, figures may not add to the totals shown.
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In addition to the decline in production résulting from adverse weather
and a reduction in the acreage harvested, an estimated 12 to 15 percent of the
harvested peanuts are afflicted with aspergillus flavus mold, rendering them
unusable as edii-le nuts. 1/ Hence, the total supply of edible peanuts will
probably be aboui 2 billion pounds during crop year 1980/81. The amount of
harvested peanuts containing unacceptable levels of aflatoxin varies from farm
to farm and from region to region, with peanuts produced in the Southwest
generally having the lowest level and peanuts produced in the Southeast
generally having the highest level.

Stocks I

U.S. stocks of peanuts increased irregularly from 353 million pounds in
crop year (beginning August 1) 1970/71 to 628 million pounds in 1980/81 (table
3). In most years these stocks were privately held. As noted previously,
however, the unusually large increase in stocks in 1275/76 and 1976/77 were
held primarily by the CCC.

U.S. Exports

In recent years the United States has been a major exporter of peanuts,
primarily edible grades. Exports increased from 434 million pounds (farmers'
stock basis) in crop year 1975/76 to 1.1 billion pounds in crop years 1978/79
‘and-1979/80 (table 3). During the period 1975-79, the U.S. share of annual
world peanut exports ranged from 12.7 percent in 1976 to 50.8 percent in 1978.

Principal U.S. export markets are the European Economic Community (EEC),
Canada, and Switzerland, which together accounted for more than three-fourths
of U.S. exports in 1979 (table 6). Annual U.S. exports to the EEC averaged
276 million pounds (shelled basis) during 1975-79, equivalent to 43 percent of
total U.S. exports. Canada was the second most important market for U.S.
peanuts during 1975-79; annual U.S. exports to Canada averaged 114 million
pounds, equivalent to 18 percent of total U.S. exports. The bulk of U.S.
peanut exports consist of shelled peanuts, with relatively small quantities of
unshelled peanuts also being exported.

The United States is believed to be the world's leading exporter of
edible peanuts. Promotional efforts by the U.S. Government and the National
Peanut Council are directed toward this market, making only peanuts of the
highest quality available for export. 1In crop year 1979/80, more than 75
percent of U.S. exports of peanuts consisted of edible grades.

1/ Some strains of aspergillus flavus mold produce toxic metabolites that
are referred to as aflatoxins. These aflatoxins are highly toxic and
carcinogenic for certai<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>