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PREFACE

The Commission instituted the present investigation on April 1, 1982,
following receipt of letters of request therefor on Feruary 5 and March 15,
1982, from Ambassador William E. Brock, the United States Trade Representative
(USTR). The investigation was conducted under section 332(g) of the Tariff
Act of 1930 (19 U.S.C. 1332 (g)) for the purpose of gathering and presenting
information on the competitive status of major supply regions for fall-
harvested fresh white or Irish potatoes in selected markets. lf The USTR
requested that the Commission study in particular the competitive conditions
affecting the potato industry of the State of Maine and the Northeastern
market. He further asked that the Commission indicate the relative importance
of the various factors which effect the comparative competitive position of
Maine producers vis-a-vis producers in other States or marketing regions of
the United States and Canada.

Public notice of the investigation and hearing was given by posting
copies of the notice at the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of April 7, 1982 (47 F.R. 14978). Public notice of an additional
hearing for the investigation was issued on May 18, 1982, and published in the
Federal Register of May 26, 1982 (47 F.R. 23047). Public hearings in
connection with this investigation were held on June 24, 1982, in Boise,
Idaho, and on June 30, 1982, in Bangor, Maine. 2/

This report discusses the United States and Canadian fall-harvested
potato situation on a national and regional basis. Emphasis is placed on the
Northeastern U.S. region, because it is here that imported potatoes from
Canada compete most directly with the domestic product.

1/ See app. A for the USTR's requests and the Commission's notice of
investigation in the Federal Register.

2/ A list of witnesses appearing at the hearings and a bibliography are
presented in app. B. ’
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Executive Summary

Potatoes are grown commercially throughout the United States. Fall-
harvested potato production, which represents the bulk of U.S. production, is
concentrated in the Western, North Central, and Northeastera regions of the
United States. Fall-harvested potatoes are used primarily for processing and
as tablestock and seed potatoes. Tablestock and seed sales counstitute the
bulk of potatoes shipped in the fresh state; most processing potatoes move
from field or storage to a processing line near the location where the
potatoes are grown and do not enter fresh-trade channels.

There has been a long—term shift from tablestock to processing, and in
the period covering crop years 1976/77 to 1980/81 about 60 percent of the
annual potato crop sold for human food was used for processing and 40 percent
was used for tablestock. The quantity of potatoes for both uses declined in
the period. Tablestock usage declined each year, from 123 million hundred-
weight in 1976/77 to 97 million hundredweight in 1980/81. Potatoes used for
processing daclined irregularly from 175 million hundredweight in 1976/77 to
153 million hundredweight in 1980/81.

The information presented in this report was obtained from fieldwork,
questionnaires, public hearings, private individuals and organizations, and
State, Provincial, and Federal government sources in the United States and
Canada. A list of written submissions, statements presented at the hearings
held in Boise, Idaho, and Bangor, Maine, and other sources of information are
presentad in appendix B.

The principal allegations made by the U.S. producers are as follows:

1. The potato-growing industry in the Northeastern United States and, in
particular, Maine, is being injured as a result of an increasing
volume of imports from Canada.

2. Sales of Canadian potatoes in Northeastern U.S. markets are being
made at less than the cost of production, thereby depressing and
suppressing the price received by domestic potato growers and forcing
domestic growers to sell at less than the cost of production.

3. Canadian potato exports, particularly those from New Brunswick and
Prince Edward Island, are aided by grants, loans, and other benefits
in the form of subsidies and other assistance provided by the
Canadian Federal Government and the Provincial governments of New
Brunswick and Prince Edward Island.

4, Potatoes imported as certified seed potatoes have in fact been sold
and used domestically as tablestock potatoes, and have resulted in
the displacement of domestic tablestock potatoes and reduced prices.

5. In recent years, the value of the Canadian dollar has been

substantially below that of the U.S. dollar (falling 14 percent
during 1976-81), allowing Canadian potatoes to sell for less in U.S.

dollars and thus putting downward pressure on the price of
domestically grown potatoes. Xi
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Representatives of Canadian producers countered as follows:

1. The increase in imports from Canada in 1980/81 was due principally to
a dramatic drop in U.S. production of 40 million hundredweight from
1979/80 and at no time have imports taken more than a de minimis 1.4
percent of the total U.S. potato market.

2. Maine potato growers have been experiencing a gradual but persistent
erosion of their traditional Northeastern U.S. market over the past
16 years; however, the loss of market share is not due to imports
from Canada, but to inroads made by Western producers of russet
potatoes because Maine producers have ignored the change in consumer
preference and have continued to produce mainly the round white
varieties.

3. The Canadian grade standards are considered superior to those of
Maine, resulting in a higher quality potato.

4. Government assistance is provided to potato producers in the United
States as well as in Canada, and most of the Canadian programs
directed to assisting and improving production and export assistance
in the marketing of potatoes are confined to offshore markets.

5. The Canadian exporter does not know whether his shipments of seed
potatoes will actually be used for seed purposes, and he has no
control over their ultimate disposition. In addition, diversion of
seed potatoes for use as tablestock is common to both Canada and the
United States.

6. Exchange rates have had some effect on trade, but the United States
and Canada have generally allowed the exchange rate to fluctuate in

accordance with the relative strengths and weaknesses of their
economies.

The findings of the Commission study are highlighted below.

1. The U.S. market

o Apparent U.S. consumption of potatoes during all seasons
and for all uses declined from 1976/77 to 1980/81,
reflecting an apparent consumer shift away from potatoes
to alternate food supplies.

Apparent U.S. consumption declined from 321 million hundredweight in crop
year 1976/77 to 275 million hundredweight in 1980/81, or by 14 percent. U.S.
consumption of fall-harvested potatoes, which represents 87 percent of total
consumption of potatoes harvested in all seasons, declined 13 percent in the
period, from 276 million hundredweight to 241 million hundredweight.

Estimated data show that this decline was reflected in the consumption of
fall-harvested potatoes for tablestock and seed usage in all three
fall-harvested U.S. market areas. Consumption in the Northeast, the largest j;
market, dropped from 33 million hundredweight in 1976/77 to 30 million
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The majority of the imports enter the United States through four customs
districts, three of which are in the Northeastern region. One, Portland,
Maine, accounted for over 75 percent of the imports of certified seed potatoes
and from 45 to 60 percent of the potatoes other than certified seed.

o Data on farm employment and financial information on
potato farming collected by the Commission in connection
with the investigation represent only a small portion of
U.S. potato growers due to limited questionnaire response.

The approximately 130 growers for which returns were tabulated from
responses to the Commission's questionnaire accounted for less than 2 percent
of total U.S. potato acreage; over 76 percent of these responses were from the
Northeastern region, and about 60 percent were located in Maine.

Not all of the returns responded to every question. The limited
employment data provided (40 returns) indicate that the average potato grower
employed three full-tine workers during 1976-81 period. Growers in the
Northeast averaged two full-time workers, reflecting smaller acreage under
cultivation compared with the North Central region, which had eight full-time
employees.

The total number of hours worked by full-time employees engaged in potato
production averaged 5,500 per farm per year in the period. In the Northeast,
full-time employees worked an average of 3,500 hours or 1,750 hours per year
per employee, and full-time employees on North Central farms worked an average
of 18,000 hours, or 1,750 hours per year per employee.

On the average, potato production was not profitable in 3 of the 6 years
covered (100 returns). It was profitable in 1976 and 1977, unprofitable from
1978 to 1980, and profitable again in 1981. Potatoes accounted for about 70
percent of the total sales of a farm.

The original cost of total farm assets of respondents rose from
$1€.0 million in 1976 to $23.6 million in 1981, representing an increase of 48
percent compared with an increase of 53 percent in book value.

2. The Canadian market

o Canadian consumption of potatoes also declined in 1976-80.

Apparent consumption of potatoes in Canada totaled 44 million
hundredweight in 1981, representing a decrease of about 4 percent from the
1976 level. Canadian consumption was equivalent to about 16 percent of U.S.
consumption in 1981. Current statistics were not available regarding Canadian
per capita consumption.

Montreal, Toronto, and Quebec City are the most important markets for
Canadian potatoes, accounting for 60 percent of total shipments in 1979/80.

xiii
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0 Acreage and production of fall-harvested potatoes in
Canada increased during 1976-81.

Both the acreage and production of fall potatoes increased modestly over
the period, from 264,000 acres and 52 million hundredweight in 1976 to 267,000
acres and 56 million hundredweight in 1981, or by about 1 percent and 9
percent, respectively.

Eastern Canada accounted for 62 percent of total acreage planted and 66
percent of production in 1981. The major type of potato produced in Canada is
the round white. Prince Edward Island and New Brunswick are the leading
producing areas in Canada. The majority of the New Brunswick production is
used locally, largely for processing; the bulk of production from Prince
Fdward Island is not used locally but is shipped to other areas, including the
United States, for tablestock and seed use. Nevertheless, according to
questionnaire responses, New Brunswick was the principal supplier of Canadian
potatoes to the United States during 1976-81.

o In the period 1976-81, Canada's exports equaled about
10 percent of domestic production.

In 1976, Canadian exports totaled 5.2 million hundredweight and rose
irregularly to 5.9 million hundredweight in 1981. Eastern Canada accounted
for 88 percent of Canadian exports to all markets and 79 percent of Canadian
exports to the United States in 1981. About 54 percent of the exports from
Canada are seed potatoes. The United States is the chief market for both seed
potatoes and fresh potatoes other than seed potatoes.

o Canadian potato imports declined during 1976-81.

Canadian imports of seed and fresh potatoes declined irregularly from
4.4 to 3.6 million hundredweight over the period. Fresh potatoes are the most
important type of import, accounting for 96 percent of potato imports in
1981. The United States is the supplier of virtually all imports of potatoes
into Canada.

3. A comparison of competitive factors in the United States and Canada
o The United States and Canada have various Federal,

State, or Provincial and local programs that directly or
indirectly assist or promote potato production and marketing.

Two U.S. programs for potato producers are (1) the Potato Diversion
Program, which allows Federal payments to farmers to direct potatoes to
livestock feed or starch in surplus production years, and (2) the various
potato marketing orders. There are currently five active orders (and one
inactive order) which obligate commodity handlers to (1) "self-regulate"” to
control quality of size, grade, and product maturity and (2) promote
market-support activities. About 69 percent of fall-harvested tablestock
potato production is covered by these active orders, which are all in the
Western region.

X1v
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hundredweight in 1980/81; that in the North Central region, from 25 million to
21 million hundredweight; and that in the West, from 18 million to 15 wmillion
hundredweight.

These declines partially reflect the long-term lessening of demand for
fresh potatoes which has been underway for many years. In 1960-64, the
average annual per capita consumption of fresh potatoes was 80 pounds. During
1976-80 the average was 52 pounds, representing a decline of 35 percent from
the earlier level. The decline has been moderated somewhat by the increased
average annual per capita consumption of potatoes for all uses, which rose
from 110 pounds in 1960-64 to 117 pounds in 1976-80.

o In spite of an all-time high in 1978/79, U.S. production
of fall-harvested potatoes declined from 1976/77 to 1980/81.

Except for the record year 1978/79, when fall-harvested potato production
hit 325 million hundredweight, U.S. production declined over the period, from
308 million hundredweight in 1976/77 to 266 million hundredweight in 1980/81,
or by 18 percent from the record high and 14 percent from the 1976/77 level.
The lower production level in 1980/81 resulted from a combination of factors
such as less acreage planted and harvested, reflecting lower prices paid to
the farmer since the mid-1970's, and lower yield per acre because of adverse
climate conditions.

The Western region, while remaining the principal U.S. producer of
fall-harvested potatoes from 1976/77 to 1981/82, represented a declining share
of total U.S. production. Potato production in the region ranged from a high
of 207 million hundredweight in 1978/79 to a low of 170 million hundredweight
in 1980/81. Production in 1981/82 amounted to 180 million hundredweight, or
62 percent of total U.S. production, compared with 65 percent in 1976/77.

The North Central area was the only major producing area to increase its
share of U.S. production, which rose from 19 percent in 1976/77 to 22 percent
in 1981/82. Potato production in the area ranged from 52 million to 71 million
hundredweight over the period.

The production of fall-harvested potatoes in the Northeastern region
declined irregularly from 51 million hundredweight in 1976/77 to 46 million
hundredweight in 1981/82, representing a decrease of 9 percent. Its share of
the total U.S. production was 17 percent in 1976/77, fell to 14 percent in
1978/79, and rose to 16 percent in 1979/80, where it has remained. Maine's
production, while declining by 3 percent in the period, ranged from 25 million
to 28 million hundredweight, and represented 9 percent of annual U.S.
production in each year during the period.

O0f the total U.S. crop, about 80 percent was sold for use as human food;
the remainder was accounted for in seed use, livestock feed, industrial uses,
and shrinkage and loss.

While the percentage of potatoes utilized for tablestock remained XV
relatively constant over the period, the absolute quantity of such potatoes
declined each year, from 123 million to 97 million hundredweight. Similarly,
while the percentage remained relatively unchanged, the quantity of potatoes
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processed declined irregularly from 175 million to 153 million hundredweight
over the period.

o The United States generally has a positive trade balance in potatoes.

The United States is usually a net exporter of fresh potatoes. However,
in recent years the United States has experienced a trade deficit (in crop
year 1980/81 the value of exports was $32 million, while the value of imports
was $34 million). In the period 1976-81, annual exports of potatoes ranged
from 13.6 million hundredweight (1976) to 2.0 million hundredweight (1980).
In 1981, exports totaled 2.8 million hundredweight, valued at $37.0 million.
A drought in Europe in 1975 and 1976 resulted in shortfalls in two successive
European crops, which led to unusually large exports in those years.

Canada is the principal market for exports of U.S. fresh potatoes, most
of which are tablestock. Most U.S. exports to Canada originate in the
Southern and Western production regions of the United States (95 percent in
1977-79), and are shipped primarily during the months of May, June, and July,
when Canada's own supplies are at their lowest level. U.S. producers in the
“ortt, Tentral and Northeastern regions supply only a fraction of U.S. potato
exports. The bulk of U.S. exports are distributed in Western and Central
Canada.

o Imports of fresh potatoes increased steadily during 1976-81.

Imports of fresh potatoes from Canada, the supplier of virtually all
imports, rose from 532,000 hundredweight, valued at $3.3 million, in 1976 to
3.9 million hun'redweight, valued at $32.3 million, in 1981. The majority of
the imports are of the round white variety, similar to the potatoes produced
primarily in the Northeastern region of the United States.

The United States has a tariff-rate quota of 114 million pounds for
certified seed potatoes and 45 million pounds for potatoes other than
certified seed potatoes for each 12-month period beginning September 15 in any
year. Official statistics indicate that during the first 3 to 4 months of the
quota years beginning in 1979-81, most imported potatoes entered under the
tariff provision for underquota potatoes other than certified seed potatoes
(item 137.25 of the Tariff Schedules of the United States (TSUS)). By this
time imports filled the quota of 45 million pounds. Subsequent imports
usually entered as certified seed potatoes within quota (TSUS item 137.20) or
as potatoes other than certified seed potatoes over quota (TSUS item 137.28).
Powever, the certified seed quota of 114 million pounds was not close to being
filled in the years under study except for 1980/81 and the current 1981/82
quota year.

Potatoes imported under the tariff provisions for certified seed potatoes
are not required to be used as seed potatoes for planting in the United
States. The only requirement is that they 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.”

Xvi
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The diversion program was used for the 1978 and 1979 crops. With respect
to the 1978 crop, there were purchases of 11.8 million hundredweight, valued
at $22.4 million, for the entire United States. 1In 1979, only potatoes from
Maine were eligible for the program, with 0.5 million hundredweight, valued at
$1.1 million, diverted. Thus, diversion program expenditures averaged
$5 million annually during 1976-80.

Canada has a range of Federal and Provincial support programs available
to potato producers. During 1976-80, major expenditures on various government
programs to assist the potato farmer averaged $8 million annually; most were
production-oriented programs. There were also low-interest Federal loans for
advance payment of crops in storage or Provincial loans from the New Brunswick
Farm Adjustment Act, which together are estimated at about $5 million annually.

In addition, the Canadian government offers freight-rate assistance to
points within Canada to industries in certain Provinces, including the two
ma jor potato producing Provinces of New Brunswick and Prince Edward Island.
There is a quasi-governmental export promotion program to fund the development
of offshore markets for seed potatoes. A Provincial program also exists which
reportedly includes direct payments to exporters on their sales of seed
potatoes. The United States has officially complained that this effort
violates the spirit of Canada's obligations under the General Agreement on
Tariffs and Trade.

o The depreciation of the Canadian dollar compared with
the U.S. dollar improved the competitive position
of the Canadian potato ian the U.S. market.

From 1976 to 1981, the value of the Canadian dollar fell 14 percent in
relation to the U.S. dollar. While the inflation rate in Canada was a little
higher than in the United States, it did not offset the exchange-rate gains by
Canada. It is doubtful that the depreciation was the primary reason for
increased U.S. potato imports from Canada. In 1974 and 1975, for example,
U.S. potato imports from Canada were at a high level despite a relatively
strong Canadian dollar. However, a stronger U.S. dollar can decrease the
production costs of the Canadian farmer relative to the U.S. farmer if inputs
are purchased from Canadian sources. Some Canadian growers purchase part of
their equipment and supplies from the same U.S. sources used by U.S. potato
producers. In such cases, the exchange-rate change will not lead to a
competitive advantage for Canadian growers relative to U.S. growers because
U.S. dollar costs to both remain unchanged.

o The channels of distribution for U.S. and Canadian potatoes for
tablestock sales in the United States are virtually identical, and
there is no competitive advantage for one over the other.

Potato shippers and brokers are important factors in the system for
distributing potatoes to the final consumer. U.S. potatoes are often packed
and shipped for a number of growers by centralized packing plants and then
sold to terminal markets and retail chains. Canadian packers perform av
similar service for Canadian growers.



xviii

Shippers and shipping—point brokers in potato production areas,
regardless of location, keep in daily contact with buyers in terminal markets
or other wholesale distribution centers when they have potatoes for sale. A
sale is based on a verbal description of the product and on the price. Repeat
sales typically are predicated upon the successful experience of the preceding
sale. Shippers and dealers in all fall-harvested—potato areas in the United
States and Canada store a significant share of their production in late fall
for sales that will be spread out until the following year, usually ending in
June when storage stocks are depleted. For example, about 67 percent of 1981
U.S. production was in storage on December 1, 1981.

With respect to shipments from Canadian producing areas, a sales
transaction involves the additional steps of processing entry papers through
U.S. customs, and the potatoes are examined at the border entry point by
customs officials, and the duty is collected.

o Costs and methods of transportation have an impact on the
competitive position of U.S. potatoes from various U.S. regional
suppliers, but they do not seem to have a significant impact on
the competitive position of Canadian potatoes in the U.S. market.

Potato shippers in different parts of the United States and Canada
encounter appreciable differences in costs of transportation to various
destinations. The mode of transportation affects the cost, and the mode
selected is largely determined by the distance to be traveled to market.
Generally, the longer the distance, the lower the cost of rail relative to the
cost of trucking; thus, the longer the distance to be traveled, the more
likely the shipment is to go by rail. The time it takes to ship by truck and
rail also affects the choice of mode. Shippers may prefer to use trucks
because shipping by truck is usually faster. Because the railroad system
serving Maine is fragmented into many different carriers, rail service for
Maine shippers is particularly slow, so these shippers rely totally on trucks.

Transportation costs are a significant part of the price of potatoes and
influence whether potatoes from one U.S. region can compete with potatoes from
other U.S. regions. In large part this accounts for the measured
interregional movements of potatoes. The exception is the Western russet
potato, which is a premium—-quality potato demanded by certain consumers.

Costs of transportation from Canada are an important part of imports'
costs. However, these costs do not seem to significantly affect competition
between exports from Canada and U.S. producers. Most Canadian potatoes are
marketed in the Northeast, and transportation costs of Canadian shippers are
similar to the costs of shippers in Maine, the largest producing area in the
Northeast. For example, shippers in Prince Edward Island have higher costs of
shipping to U.S. destinations than shippers in Maine, while those in New
Brunswick have shipping costs equal to or slightly lower than those of
shippers in Maine. '
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o Average costs of production for potato producers in the United
States are not significantly different from those in Canada.

Available data relating to costs of production in 1980 for the major U.S.
fall production areas shows an average (nationwide) cost of $3.27 per
hundredweight. Major cost components were interest expense (26 percent),
fertilizer (16 percent), chemicals (13 percent), seed (11 percent), and
depreciation (11 percent). The reported average of costs of production for
Canadian (Prince Edward Island) producers were Can$4.30 per hundredweight, or
U.S.$3.68. Major cost components for producers in Prince Edward Island
include hired labor (15 percent,) fertilizer and lime (15 percent), and
depreciation (13 percent). Interest expense was a more important cost
component in the United States, and labor was more important in Canada.

Of the U.S. fall production areas, Maine's total expenses per
hundredweight were second highest in 1980 at $3.43, compared with $5.44 for
Long Island, $3.40 for Idaho, $3.37 for Wisconsin, $2.99 for North Dakota,
$2.57 for Washington, and $2.38 for Oregon. The most important components of
total expenses in Maine were fertilizer (21 percent), interest (17 percent),
and labor (14 percent). Labor costs were a more important expense component
in Maine than i1n any other domestic production area, and seed and chemicals
were more important in areas other than Maine.

Average costs of production for producers in Prince Edward Island in 1980
were higher than those in all but one domestic production area (Long Island)
and very close to Maine's 1980 cost of production of $3.43 per hundredweight.
Fertilizer and interest expenses were more important components of total cost
in Maine, and depreciation and labor were more important in Prince Edward
Island.

o Price information collected for the investigation seems to indicate
that there is no competitive advantage for Canadian potatoes
in the U.S. market based on wholesale price. '

Because the bulk of Canadian potato imports are sold in the Northeast,
the price analysis is limited to that area.

At the wholesale level, Canadian round white potatoes sell for a price
10 to 20 percent higher than that for Maine round white potatoes in New York
City, and are 15 to 25 percent higher in Boston. For example, the 1981 crop
of Canadian potatoes sold for an average $4.75 per 50-pound bag in New York
City and for an average $4.25 in Boston. The 1981 crop of Maine potatoes sold
for an average $4.00 in New York City and for an average $3.50 in Boston.

The difference in wholesale prices is due in part to the difference in
the sizes of potatoes that are sold. Canadian potatoes are between
2-1/4 inches and 3-1/2 inches in diameter, whereas Maine potatoes are only
required to be at least 1-7/8 inches in diameter. The stricter packaging
requirements for Canadian potatoes provide consumers with potatoes that tend
to be larger and of a more uniform size than Maine potatoes.

Data on U.S. retail prices are not separately available for Canadigp and
U.S. round white potatoes.
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4. Compatitive factors in the Northeastern market

o While the Northeastern region remains the largest market of the
fall-harvested regions, declining consumption intensifies the
competitive pressures for major suppliers.

— >

Consumption of fresh fall-harvested potatoes in the Northeastern region
apparently declined from 33 million to 30 million hundredweight from 1376/77
to 1980/81, but still accounted for 27 percent of U.S. consumption of such
potatoes, more than in the North Central or Western Regiouns.

o In recent years, as Northeastern producers have marketed an
increased share of their potato shipments within the region,
such shipments have accounted for a smaller part of that
market because an increased share of the market ls being

supplied by producers outside the region.

During the period 1977/78 to 1980/81, the share of the Northeastern fresh
fall-harvested potato shipments that were marketed in the Northeastern region
increased from 69 percent to 76 percent, based on unloads in ma jor markets.
However, the total of all reported unloads in the Northeastern market declined
from 9.9 million hundredweight in 1977/78 to 9.7 million hundredweight in
1980/81, and the share of such unloads in that region accounted for by
Northeastern suppliers declined from 55 percent in 1977/78 to 49 percent in
1980/81. Conversely, suppliers from outside the region accounted for 45
percent of the total in 1977/78 and 51 percent in 1980/81. The principal
outside region supplying the Northeastern market is the Western region, which
provides somewhat more than one-third of the total Northeastern supply; the
North Central region and Canada supply much smaller quantities than the
Western region. However, both the North Central region and Canada
substantially increased their share of the Northeastern market from 1977/78 to
1980/81 (North Central, from 6 percent to 8 percent; Canada, from 3 percent to
6 percent).

o The majority of the imports of potatoes other than
certified seed that enter Northeastern U.S. markets
are round white potatoes of a type that competes directly
with most of the production of the Northeastern region.

During 1976/77 to 1980/81, round white potatoes accounted for 65 to 91
percent of U.S. imports of potatoes, according to responses to the Commission
questionnaire. In 1980/81, farmers in the three principal producing States of
the Northeastern United States (Maine, New York, and Pennsylvania) planted

-between 66 and 100 percent of their total potato acreage in round white
potatoes, and marketed about 76 percent of their potato shipments within their
own region. Most of the imports are also marketed in the Northeastern region,
according to questionnaire responses by importers. The majority of these
potato imports enter the United States during the period October-June, months
when the vast majority of Northeastern-produced potatoes are also marketed.

XX
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o Because consumer preference for russet potatoes is strong and
the demand for russets in Northeastern tablestock markets is
believed to be increasing, the competition experienced
by shippers of Maine round white potatoes has intensified.

The demand for russet potatoes is strong because they are the primary
type used for processing, especially frozen potato products, and also the
primary type preferred for baking by many consumers. Production in the
Western region is virtually all russet potatoes, and accounts for nearly
two-thirds of the U.S. production of all fall-harvested potatoes; the abundant
supplies of russet potatoes in the Western region make it possible for that
region to ship only the highest quality russets to Northeastern tablestock
markets. As a percentage of the Northeastern region market, Western potatoes
showed an upward trend during the period, with market share ranging from 36
percent to 43 percent. The strong demand for russets is also evidenced by the
higher prices paid for them.

0 An indicated above, both the United States and Canada have various
government programs which relate directly and indirectly to potato
production' however, no information on government programs compiled
for this inyestigation seems to unequivocally demonstrate a
significant competitive advantage in the Northeastern region for
either country's potato producers.

o As indicated earlier, changes in the U.S.-Canadian currency exchange
rates over recent years enhanced the competitiveness of Canadian
potatoes in the U.S. market since to 1976 to some extent.

o As indicated above, the costs and methods of transporting
potatoes to the Northeastern market differ among major U.S.
supply sources and with Canada; however these differences do
not appear to have a significant impact on the competitive
position of potatoes from Canada in the Northeastern markets.

Although transportation costs to the Northeastern market for potato
shippers in the various production regions of the United States and Canada are
appreciably different, the differences tend to be negated by other competitive
factors. Even though Canadian producers may incur higher costs for shipping
to the Northeastern market, Canadian potatoes are still competitive with those
produced in Maine because of apparent consumer preferences for the closely
graded Canadian potatoes, which appear to offset the transportation cost
advantage (1f any) of the Maine producers.

0 As indicated earlier, the average cost of production of potatoes in
Maine is competitive in the Northeastern market with other ma jor
producing areas in the United States and Canada.

Data relating to costs of production for 1980 in the major fall
production areas shipping to Northeastern markets reveal that Maine's dB%ts
were clearly competitive with those in other areas.
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o As indicated above, Canadian round white potatoes do not undersell
Maine round white potatoes at the wholesale level in the ma jor
Northeastern markets.

Canadian: potatoes sell for higher average prices at wholesale in New York City
and Boston than do Maine potatoes, because they tend to be larger and of a
more uniform size than the Maine potatoes.

o Maine potatoes are generally not graded or packaged to the extent
that potatoes from other major producing areas are.

While Maine shippers can and do ship tablestock potatoes of the highest
quality, grade, and packaging to Northeastern markets, their output,
industrywide, is not uniform owing in part to the voluntary nature of the
grading system used in Maine. Some of Maine's potatoes meet resistance at the
wholesale and retail consumer levels owing to quality, according to statements
by industry sources. Nearly all production areas in the Western region for
tablestock potatoes operate under Federal marketing orders whereby inspection
for grade for out-of-State shipment is required (there are four separate
marketing orders in the Western region). Canada requires that tablestock
potatoes for export be graded, and Canada No. 1 grade calls for a majority of
the potatoes in the package to be greater than 2-1/4 inches in size, versus
the U.S. No. 1 grade requirement of 1-7/8 inches. Production areas in the
Northeast other than Maine also operate under a voluntary grading system
for tablestock potatoes.

0 The relatively large number of shippers in the Northeastern United
States, including Maine, is a competitive disadvantage with other
ma jor shipping areas.

The larger the number of shipping units from a region to a given market,
the keener is the competition. The number of State-licensed potato dealers in
Maine (including grower-shippers) in 1979 was 135. These dealers each handled
an average of 233 loads during the season, a relatively small amount. In
contrast, 59 dealers in Idaho each handled an average of 611 loads. Of the
Maine dealers, eight handled nearly half the shipments, and the remaining half
was spread out among 127 licensed dealers.

o As indicated above, it is possible in some cases for importers
to use the underquota tariff provisions for seed potatoes to
bypass higher duty rates for other potatoes.

During 1977/78 to 1981/82, the tariff-rate quota on imports of fresh
potatoes, other than certified seed (mostly tablestock potatoes), was filled
each quota year. Additional imports then entered either at the underquota
rate for certified seed or at the higher rate in the overquota provision for
potatoes other than seed. Meanwhile, the underquota provision for certified
seed potatoes (at the lower rate of duty) was not filled in any year during
1977/78 to 1979/80. Nevertheless, imports of underquota certified seed xxii
potatoes averaged slightly more than one-third of all imports.



DESCRIPTION AND USES
Description

The potato (botanically known as Solanum tuberosum, L.) is a member of
the Solanaceae, or nightshade, family of plants. It is closely related to the
tomato, eggplant, and pepper. The potato is a succulent, nonwoody, annual
plant which under favorable conditions blossoms and develops underground
tubers at the ends of horizontal 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 sizes, shapes, and colors. However, only the
white-fleshed types of white or Irish potatoes are popular in the United
States. 1/ Formation of tubers normally occurs about 6 weeks after planting
and when the plant is in the early bud stage. Tuberization occurs in response
to conditions favoring storage of surplus carbohydrates. The tuber is a stem
and contains parts common to woody and herbaceous stems, including dormant
buds in groups of three to five, accompanied by a leaf scar called the
“"eyebrow."” This scar, together with its group of dormant buds, constitutes
the "eye."” The majority of the eyes are on the upper surface of the tuber,
since they have a tendency to develop in the direction of light.

The potato is a temperate zone plant. It likes cool weather and yields
best in world regions with cool summers. Potatoes grow best in light, porous,
fairly acidic, well-drained, well-aerated soil; however, they are very hardy
and adaptable, and are grown from below sea level to altitudes of 14,000 feet
and from the Arctic circle to the Strait of Magellan. The period of growth
from planting to maturity ranges from about 80 to 150 days, depending on the
variety.

Varieties are numerous, and plant breeders are constantly developing new
varieties with higher yields, improved disease resistance, and better market
qualities. Besides being classified -by variety, potatoes are also classified
by type, such as long or round; and by the color of the skin, such as white,
russet, or red. In 1981, the five most important U.S. potato varieties and
their types were (1) Russet Burbank (long russet), (2) Kennebec (round
white), (3) Norchip (round white), (4) Superior (round white), and
(5) Katahdin (round white). This ranking is based on the number of acres of
each variety certified for seed in the United States. The total certified
seed acreage in 1981 was reported at 172,978. Of this total, Russet Burbank
accounted for 41 percent; Kennebec, 8 percent; Norchip, 7 percent; Superior, 7
percent; and Katahdin, 5 percent. The remainder consisted of a large number
of relatively minor varieties.

The Russet Burbank variety is in demand for both the processing and fresh
potato markets. It is processed primarily into frozen french fries, into
other frozen products, and into dehydrated potatoes; the consumer can use it

1/ The sweet potato (Ipomoea batatas) belongs to the Convolvulaceae, or
morning glory, family and is not botanically related to the white or Irish
potato.




for baking, frying, boiling, and french frying. This variety is disease
resistant and stores and handles well. Idaho, Washington, and Oregon are the
primary domestic source of this variety, although it is also grown in other
States. The Kennebec is used mainly for processing (especially for chips);
however,. it also has good to excellent boiling and baking qualities, which
allows it to be competitive in the fresh market. The yields are generally
high, but its susceptibility to certain diseases limits its production in some
areas. It is primarily grown in North Dakota, Minnesota, and Pennsylvania.
Norchip is a white variety used for processing. It matures early and has
moderate disease resistance. The major areas of production include North
Dakota, Minnesota, and Michigan. The Superior variety has early to medium
maturity, cooks white, and is excellent for chips and boiling. It is
resistant to certain common potato diseases and is popular in Maine, New York,
and Wisconsin. The Katahdin is a late maturing variety adapted to a wide
range of conditions. It is considered by users to be good to excellent for
processing and boiling, and is resistant to some diseases but susceptible to
others such as scab and ring rot. The major producing States of this variety
include Maine, New York, and Pennsylvania.

Uses

Tablestock and processing potatoes

The U.S. Department of Agriculture (USDA) reports that about 82 percent
of the potatoes produced in the 1980 crop year were used as food, about 8
percent, for seed, and about 2 percent, for feed and starch. Shrinkage and
loss accounted for the remainder. Of the potatoes used for food, 61 percent
were processed, and 39 percent were consumed fresh. The former are usually
processed into frozen products, chips, dehydrated products, and canned
products. The frozen products accounted for just over half of all potatoes
used for processing in 1980 and consisted of french fries, patties, hash
browns, and diced potatoes. Potatoes used for chips and shoestrings accounted
for about a quarter of the potatoes used for processing; dehydration accounted
for about a fifth. Dehydrated products for mashed potatoes are granules,
shreds, and flakes. Canned potatoes make up the remainder and consist of
small whole or sliced potatoes, or are used as an ingredient in hashes, stews,
salads, and soups.

Seed potatoes

The seed planted in the United States is usually certified seed.
Approximately 20 States have established systems for seed certification.
There is no Federal seed certification program, although a final shipping
point inspection is required nationally for a certification tag showing seed
class and size. While standards for certification vary by State, they are
similar in content. For example, most include requirements that fields
entered for certification be planted with seed that meets the approval of the
certifying agency, rules about the distance that certified fields must be from
fields of other potatoes, and requirements that samples of seed be grown
during the winter in the South to further prove their freedom from disease.
Seed is inspected while growing and after harvest by qualified inspectors



employed by the official certification agency. Seed that meets the standards
may be certified and offered as certified seed. A tag is attached to each
sack of potatoes with the words "certified seed potatoes” and the name of the
certifying agency. ’



TARIFF TREATMENT
U.S. Tariff Treatment and Recent Trade Agreement Concessions

As used herein, the term potatoes "other than seed” refers to that
portion of the white or Irish potato crop that is generally used for human and
animal food (Tariff Schedules of the United States (TSUS) items
137.25-137.28). The term "seed potatoes” refers to potatoes selected for
their ability to most likely produce a disease-free crop, used mainly for
planting. Unless imported seed potatoes are certified, they are dutiable as
other than seed potatoes. In order to enter the United States as certified
seed potatoes (TSUS items 137.20 and 137.21), 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.” Domestically grown certified seed
potatoes must meet similar standards. The Federal or Federal-State Inspection
Service of the USDA and the Production and Marketing Branch of Agriculture
Canada are designated as Governmental inspection agencies for certifying lots
as meeting the requirements. It is the responsibility of the importer to
obtain the necessary certification. Under an agreement between the USDA and
Agriculture Canada, certificates on produce requiring inspection are accepted
by each country at face value.

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 GATT, effective January 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 September 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
January 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
March 1-November 30 period to include the entire year. This concession was
renegotiated, effective September 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 pounds, dutiable at 60 cents per hundred pounds. On
August 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.

Tariff-rate quotas apply to imports of fresh white or Irish potatoes.
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, 1982) rate of 36.5 cents per
hundredweight (TSUS item 137.20); imports of such potatoes in excess of that
amount are dutiable at 60 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 35.5 cents per hundredweight
(TSUS item 137.25); 1/ overquota imports are dutiable at 60 cents per
hundredweight (TSUS item 137.28). Appendix C contains an excerpt from the
TSUS showing the present rates of duty on potatoes. Appendix C also contains
a table showing the column 1 rates of duty in effect prior to January 1, 1980,
and modifications as a result of concessions granted by the United States in
the Tokyo round of Multilateral Trade Negotiations (MIN) under the General
Agreement on Tariffs and Trade (GATT). The duty rates for the four TSUS items
will undergo staged reductions through January 1, 1987 (as a result of MIN
concessions), at which time they will all be harmonized at 35 cents per 100
pounds.

The rates of duty for potatoes entered under TSUS items 137.21 and 137.28
prior to January 1, 1980, were the same as those provided for in paragraph 771
of the Tariff Act of 1930. These rates were bound against increase as the
result of a concession, effective January 1, 1948, under the GATT.

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:

TSUS item No. Ad valorem equivalent
(percent)
137.20 4.3
137.21 7.2
137.25 5.9
7.8

137.28 -

Imports of fresh potatoes must meet the plant quarantine regulations of
the USDA as established under the Plant Quarantine Act (37 Stat. 316; 7 U.S.C.
159). 2/ TImports of tablestock potatoes into the United States are required
to coﬁﬁiy 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.

1/ Headnote 2, subpt. A, pt. 8 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.

g/ Potatoes may be imported from Bermuda and Canada (except Newfoundland and
certain parts of British Columbia) into the United States free of the plant
quarantine restrictions required for potatoes from other countries. S



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.

Canadian Tariff Treatment and Other Import Regulations

Tariff treatment

Potatoes imported into Canada are classified as seed potatoes or other
than seed potatoes. The Canadian tariff item, description, and most-favored-
nation (MFN) rates of duty for 1982 and 1987 are shown in the following table.

MFN rate of duty
Item : : effective——

No. Description Jan. 1, : Jan. 1,
1982 : 1987

: Cents per hundredweight

7120-1 : Seed potatoes for propagating purposes,
under such regulations as the Minister [of : :
Agriculture] may prescribe : 36.6 : 35

8305-1 : Potatoes, in their natural state, n.o.p—-———-—: 36.6 : 35

The exact staging of the Canadian duty rate for potatoes imported under items
7120-1 and 8305-1 during 1980-87 is as follows:

Period Cents per hundredweight
Pre-MTN 1/ 37.5
1980 37.2
1981 36.9
1982 36.6
1983 36.2
1984 35.9
1985 35.6
1986 35.3
1987 35.0

1/ Rate in effect before 1980.



Other import regulations

Under the fresh fruit and vegetable regulations of the Canadian
Agricultural Products Standards Act, fresh produce may be imported into Canada
in any package commonly used for a particular commodity in the country of
origin, but such packaged goods may be sold at retail only. An import permit
is not needed for such packaged goods. However, produce entered in bulk
containers cannot be imported into Canada without a special permit from the
Federal Government. 1/

The discovery of the Columbia root-knot nematode as a crop pest in the
Western United States in 1981 led the Government of Canada to restrict imports
of seed and tablestock potatoes from specified areas of five States in that
year. The present restriction applies to potatoes grown in all of Washington
and Idaho and in certain counties within Oregon, Nevada, and California.

Under certain conditions, imports of both types of potatoes are permissible in
Canada. The entry requirements for seed stock potatoes are more stringent

than those for tablescock potatoes, and the latter, if admissible, must be
treated with a sprout inhibitor.

l/ According to Canadian Government officials, certain U.S. exports of
potatoes to Canada were denied entry permits as of July 26, 1982, under the
Canadian Agriculture Products Standards Act of 1955. This Act has a waiver
procedure as an ongoing requirement that importers of produce shipped in bulk
(all fruits and vegetables) must request a permit to import such produce.
Such permits are issued only when supplies are not available from local
(Provincial) sources. In the case of potatoes, the permit requirement does
not apply to containers holding 100 pounds or less. The permit requirements

for imports into a Province also applies to shipments from one Province to
another.



U.S. POTATO SITUATION
U.S. Consumption

The long-term demand for fresh potatoes has declined markedly over the
past two decades; the total demand for all potatoes (fresh and processed) has
increased modestly during the same period. During 1960-64, the average annual
per capita consumption of fresh potatoes was 80 pounds, and that of potatoes
for all uses (including fresh) was 110 pounds. During 1976-80, the average
annual per capita consumption of fresh potatoes was 52 pounds, representing a
decline of 35 percent from such consumption during 1960-64. The per capita
consumption of potatoes for all uses in 1976-80 averaged 117 pounds,
representing an increase of 6 percent from such consumption in the earlier
period.

Potato promotion boards at local, State, and national levels are an
integral part of the potato industry today. Such boards, or Commissions as
some are called, obtain funds from assessments on growers and shippers to
advertise potatoes and to promote the demand for potatoes in various ways.
Federal legislation in 1982 has authorized the National Potato Board to seek
an ad valorem assessment rate from producers to be used to promote potatoes.

The National Potato Council (NPC) is a potato grower-member organization
consisting of a federation of more than 30 State organizations, each of which
employ measures to adjust to competition (the names and addresses of member
organizations are shown in app. D). The NPC represents growers' interests
nationwide, primarily through the dissemination of information, meetings, }j
and lobbying efforts in Federal and State legislative and administrative
offices on issues beneficial to potato growers. In 1981, there were 34 policy
resolutions on the books passed by grower members of the NPC on a wide range
of subjects from marketing regulations to quality standards to statistical
reporting and to international trade. Most of these resolutions and committee
actions taken therefrom have a direct bearing on the competitive-

ness of producers. In the individual potato producing States, the measures
taken or planned by producers to adjust to competition will vary according to
the circumstances of the location. Some measures common in many States,
however, include State— or area-wide grading regulations, improved production
management practices through research, strict seed certification standards and
improved varieties, and promotion of the State name on the marketed potatoes.

The consumption of potatoes in the United States 2/ declined from 321
million hundredweight for crop year 1976/77 to 275 million hundredweight for
the crop year 1980/81 (table 1, app. E). The U.S. consumption of

l/ For example, the National Potato Council and the Canadian Horticultural
Council (it's counterpart in Canada) have met together annually in recent
years to discuss issues of mutual benefit or disagreement. The next joint 8
meeting is slated for early 1983.

2/ Includes all potatoes sold for all uses.



fall-harvested potatoes, l/ which when marketed fresh are the subject of this
investigation, .averaged 268 million hundredweight annually, which was
aquivalent to about 87 percent of the consumption of potatoes harvested in all
seasons for these crop years (table 2). During that period, fall~harvested
potato consumption was the highest in 1978/79, at 286 million hundredweight,
and the lowest in 1980/81, at 241 million hundredweight. Of the remainder of
the consumption, about one-half consisted of summer-harvested potatoes (6
petcent of the annual consumption), and one-half consisted of spring- and
winter-harvested potatoes (7 percent of the annual consumption).

Movement of fresh potatoes

The consumption of fresh potatoes, those sold and bought in the fresh
state, consists of potatoes of different specifications for different uses.
Data on U.S. production or consumption of the different use categories of
fresh potatoes moving in trade channels are generally not available. The
principal use of fresh potatoes moving in trade channels is for tablestock
sales, and probably the second largest volume use is certified seed potatoes.
However, potatoes for certain other uses such as processing for potato chips,
and some cull potatoes, also enter fresh trade channels. gj But for general
purposes, tablestock and seed potato sales constitute the bulk of the fresh
trade in potatoes. Domestic consumption of tablestock and seed potatoes for
the years 1976/77 to 1980/81 declined from 140 million hundredweight in
1976/77 to 118 million hundredweight in 1980/81 (a short crop year), or by 16
percent (table 3). More than four-fifths of the consumption was of tablestock
potatoes, and the remainder was certified seed, the sales of which, at about
20 million hundredweight annually, fluctuate little from year to year.

1/ Fall-harvested potatoes are that part of the U.S. potato crop designated
by the U.S. Department of Agriculture as being the "fall" crop. Harvest of
the fall crop generally begins about Sept. 1; however, the designations for
fall crop are determined by production areas, such as States or countries,
rather than by a particular harvest date. Thus, all potatoes harvested in a
designated fall area, even if harvested in July or August, are reported as
fall-harvested potatoes. ‘

2/ Most processing potatoes move from field or storage to a processing line
near the location where the potatoes are grown and do not enter fresh trade
channels. Potato chip processors, on the other hand, often are located in or
near the market areas, and supplies which have not been previously contracted
for may be obtained through fresh trade channels. For the crops of 1976-80,
the volume of potatoes processed as chips averaged 37 million hundredweight
annually and accounted for about 22 percent of all processing potatoes.



10

The estimated U.S. consumption of fall~harvested fresh potatoes for
tablastock and seed are shown for the crop years 1976/77 to 1980/81 in the
following tabulation: 1/

Crop year Estimated U.S. consumption
(million hundredweight)

1976/ 77 === ==mmm=m —— 124
1977/78-- - -—- 121
1978/79 === —mmmmmm e mmmmmm e e 116
1979/80-———-- e - 109
1980/81~—=m=m=mmmmmmmmm —— ——— 106

These data indicate that fall-harvested potato consumption accounts for about
89 percent of the total consumption of tablestock and seed potatoes, and that
consumption of fall-harvested potatoes has declined annually during the period
1976/77 to 1980/81, continuing the long-term decline in per capita consumption
for fresh potatnes. Also, the data indicate that for 1980/81, such fall-
harvested consumption accounted for 39 percent of the fresh weight of the U.S.
consumption of potatoes in all seasons for all uses.

Tablestock potatoes.--Tablestock potatoes are nearly all bought and sold
under specifications of type, grade, size, condition (washed or not), origin,
and kind of package by telephone, usually for immediate delivery. The
specifications of the buyer will vary depending on intended use and the price
of the available supplies. Restaurants and institutional eating
establishments are the predominant users of russet potatoes graded to uniform
size and packed in cartons of 50 pounds net weight. Chain stores and other
retail sales outlets are the predominant users of round white potatoes packed
in 5-pound or 10-pound poly or paper bags; 50-pound bulk bags are also popular
with some retail outlets. To meet the needs of customers, retail outlets
usually display two or more types of potatoes simultaneously at different
prices. Specialized wholesale firms have developed a primary function of
serving their restaurant or retail store customers the specified requirements
in tablestock potatoes on a yearround basis. These firms typically repackage
potatoes, obtaining their supplies from various production areas, or they may
be shipper-dealers that move their base of operations from one production area
to another.

Certified seed potatoes.-—-Certified seed potatoes are bought and sold
under specifications of variety, the level of certification (or the expected
degree of freedom from disease), and seed size (size of the potato). 2/

The name and reputation of the grower of the seed is usually important to the
buyer of seed; however, market grade, narrowness of size range, and type of

1/ Consumption estimates are derived from unpublished crop utilization data
supplied by the U.S. Department of Agriculture and market assumptions on U.S.
exports and imports in fresh potatoes.

2/ Seed potato users prefer small-size potatoes for planting whole, and
medlum—range sizes for cutting before planting; large sizes, even of the
highest certlficatlon level, are usually sold to the tablestock or processing 10
markets.
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package are not important specifications. Seed potatoes generally sell at
higher prices per hundredweight than tablestock potatoes.

Production and consumption regions

Fall-harvested potatoes are produced in virtually every State across the
northern part of the United States, even though the largest concentrations of
production are centered in three Western States, three Central States, and one
Northeastern State—-—-Maine (fig. 1). For purposes of this investigation, three
U.S. supply regions for fall-harvested potatoes have been designated to
coincide with the largest .concentrations of production. 1/ The same
designated groups of States constituting the individual supply regions are
also designated as marketing regions (fig. 2). The names of the regions and
the States in each region are listed in the following tabulation:

Wes tern North Central Northeastern
Idaho v North Dakota Maine
Washington Minnesota New York
Oregon Wisconsin Pennsylvania
Montana © Michigan New Jersey
Wyoming : Ohio Connecticut
Colorado : Indiana Rhode Island
Utah ' Illinois Massachusetts
Nevada Iowa Vermont
California Nebraska New Hampshire
(Northern) South Dakota .

The regional consumption of fresh fall-harvested potatoes for tablestock
and seed use has been calculated for three U.S. regions for 1976/77 to 1980/81
by estimating the volume of regional production sold for such use, the volume
of shipments leaving the region for other markets, the volume of shipments
received in the region from other fall-harvested production areas, and the
volume of U.S. imports that remained in the region for consumption
(table 4). 2/ These data indicate that consumption in the Northeastern
marketing region during 1976/77 to 1980/81 declined from 30 million to 33
million hundredweight, but still represented 27 percent of the U.S. market for
such potatoes. On the average, regional production consumed within the
region) (about one-fourth of the production leaves the region) 3/ accounted
for nearly two-thirds of the regional consumption, or 20 million
hundredweight; shipments from other domestic fall-harvested producing areas
accounted for almost one-third of the consumption, or about 10 million

1/ The request for the investigation asked for a study of the competitive'
status of major supply regions for fall-harvested fresh white or Irish
potatoes in selected markets.

2/ Year-to-year changes in the estimated regional consumption (less imports)
are in the same proportions as the year-to-year changes in the U.S. sales of
tablestock and seed potatoes (table 3), owing to the estimating methodology .

3/ A significant portion of the production that leaves the fall-harvested
production regions is consumed. in Southern States, where fall-harvested
potatoes are not produced.
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Figure 2.--Fall-harvested potato production and consumption regions examined.
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hundredweight. On the average, imports during 1976/77 to 1980/81, accounted
for 4 percent of the consumption in the Northeastern region.

In the North Central region during 1976/77 to 1980/81, consumption of
fall-harvested tablestock and seed potatoes ranged from 21 million to
25 million hundredweight. Regional production consumed within the region
(about one-half of the production leaves the region), on the average,
accounted for a little more than one-half of consumption, or 12 million
hundredweight; shipments of nearly 11 million hundredweight from other
domestic fall-harvested producing areas accounted for a little less than
one-half of consumption. Imports accounted for an estimated 1 percent of
consumption. : '

In the Western Region during 1976/77 to 1980/81, consumption ranged from
15 million to 18 million hundredweight, and, on the average, 98 percent of the
consumption was produced within the region (at the same time that nearly
three-fourths of the regional production for tablestock and seed use was
shipped out of the region); the balance of consumption nearly all came from
domestic sources; imports as a share of consumption were negligible.

U.S. Production

Although potatoes are grown commercially in nearly every State,
production of fall-harvested potatoes (i.e., those usually harvested from
September to December) is concentrated in the Western, North Central, and
Northeastern regions of the United States (fig. 1). Fall- harvested potatoes
account for about 88 percent of the U.S. production of potatoes (not including
sweet potatoes). The farm value of U.S. production of fall-harvested potatoes
declined from $1.0 billion in 1976/77 to $953 million in 1978/79; by 1980/81,
the latest year for which data are available, it had risen to an alltime high
of $1.7 billion.

Acreage planted and harvested

Total .——~The number of acres planted in fall—harﬁested potatoes in the
United States increased from 1,172,000 in 1976/77 to 1,187,000 in 1978/79 and
then declined to 1,002,000 in 1980/81, when production of potatoes dropped 10
percent. In 1981/82, however, 1,070,000 acres were planted in fall-harvested
potatoes (table 5), and production increased by about 9 percent. The cost of
planting and growing tablestock potatoes for 1982/83 currently is projected by
the USDA to range from some $1,100 per acre for Maine round potatoes to $1,300
per acre for Wisconsin russet potatoes. As shown in table 5 most of the U.S.
acreage planted in potatoes is harvested. During 1976/77 to 1981/82, for
example, from 97 to 98 percent of the annual U.S. acreage planted in potatoes
was harvested, although slight deviations in the amount of acreage harvested
occurred from time to time between regions. Unharvested acreage usually
~ results from adverse climatic conditions such as excessive rainfall and/or
freezing temperatures at harvest time. :

Western region.--During 1976/77 to 1981/82, the Western region accounted, ,
for slightly more than half of the some 1 million acres planted in
fall-harvested potatoes in the United States. During the period, nearly 60
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percent of the Western region's-approximately 600,000 potato acreage was in
Idaho, and 20 percent was in Washington. Most of the remaining 20 percent was
in Oregon, Colorado, California, and Nevada. As shown in table 6, russet
potatoes accounted for virtually all of the acreage planted in potatoes in the
principal producing States of the Western region during 1976/77 to 1981/82,
and accordingly, russets accounted for virtually all of the potatoes produced
in that region. Each year during the period more than 98 percent of the
acreage planted in potatoes in the Western region was harvested.

0f the potato-producing regions in the United States, the Western region
has the highest yield per acre. During 1976/77 to 1981/82, average yield per
acre in that region ranged from 306 hundredweight in 1977/78 to 327 hundred-
weight in 1980/81 (table 7). Washington had the highest average yield per
acre in the region (as well as in the United States), ranging from 450
hundredweight in 1976/77 to 505 hundredweight in 1980/81. Much of the area in
Washington's Columbia basin consists of sandy soil that, under irrigation, is
conducive to growing potatoes.

North Central region.——The North Central region accounted for nearly a
third of the acreage planted in fall-harvested potatoes in the United States
during 1976/77 to 1981/82. During the period, about 40 percent of the North
Central region's 316,000 acres in potatoes was planted in North Dakota, 22
percent, in Minnesota, and 18 percent, in Wisconsin. The remaining 20 percent
was planted in Ohio, Nebraska, South Dakota, and Indiana. As shown in table
6, the North Central region was somewhat diverse in the acreage planted by
major types of potatoes during 1976/77 to 1981/82, as well as in the types of
potatoes produced. While round whites generally predominate in the principal
producing States in the region, except in Wisconsin, where there has been a
marked shift to russets, the region is the major U.S. supplier of fall-
harvested round red potatoes.

Each year during 1976/77 to 1981/82, more than 95 percent of the acreage
planted in potatoes in the North Central region was harvested. The North
Central region had the lowest yield per acre of the U.S. potato-producing
regions. During 1976/77 to 1981/82, average yield per acre in the region
ranged from 191 hundredweight in 1976/77 to 218 hundredweight in 1978/79 and
1981/82. Wisconsin had the highest average yield per acre in the region,
ranging from 290 hundredweight in 1976/77 to 340 hundredweight in 1981/82.
Nationally, the potato yield in Wisconsin was surpassed only by that in
Washington, Oregon, California, and Nevada.

Northeastern region.—--The Northeastern region accounted for nearly a
fifth of the some 1 million acres planted in fall-harvested potatoes in the
United States during 1976/77 to 1981/82. Nearly 60 percent of the
Northeastern region's 215,000 to 182,000 potato acreage (an average of 199,000
acres in 1976-81) was planted in Maine, with New York accounting for about 24
percent of the total; most of the remainder (nearly 20 percent) was planted in
Pennsylvania. As shown in table 6, most of the acreage planted in potatoes in
‘the Northeastern region during 1976/77 to 1981/82 was planted in round
whites. However, the acreage planted in russet potatoes in Maine increased
from 21 percent in 1976/77 and 1977/78 to about 30 percent from 1978/79 to
1981/82, reflecting a shift from-round whites to russets in the types of
potatoes produced in the Northeastern region. Each year during 1976{77 to
1981/82, more than 96 percent of the acreage planted in potatoes in the
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Northeastern region was harvested. In 1977/78, however, only 92 percent of

the acreage planted was harvested, mainly because heavy rainfall delayed
harvesting until part of the crop froze. New York had the highest average
yield per acre in the region, ranging from 252 hundredweight in 1980/81 to 289
hundredweight in 1977/78. The yield per acre in Maine ranged from 220
hundredweight in 1978/79 to 255 hundredweight in 1981/82. During 1976/77 to
1981/82, the average yield of potatoes per acre in Maine ranged from 8 to 21
percent below the U.S. average of 269 hundredweight in 1976/77 and 279 hundred-
weight in 1977/78 and 1978/79.

Production

Total.--U.S. production of fall-harvested potatoes increased from
308 million hundredweight in 1976/77 .and 1977/78 to an alltime high of
325 million hundredweight in 1978/79 (table 7). By 1980/81, however,
production dropped to 266 million hundredweight, representing a decline of 10
percent from the 1979/80 level and being 18 percent below the record
production level of 1978/79. This decline resulted from a combination of
factors, including less acreage planted and harvested, as prices received by
growers generally declined since the mid-1970's. Also, yield per acre in
1980/81 was down about 2 percent from that of the previous year because of
adverse climatic conditions for growing and/or harvesting potatoes in a number
of States. The decline in production of potatoes in 1980/81 resulted in an
increase in prices. The average price received by growers for fall-harvested
potatoes rose to a record high of $6.36 per hundredweight (table 8), up 96
percent from that in 1979/80 and 117 percent from that in 1978/79. 1In
response to the high prices, growers increased production. By 1981/82,
production of potatoes rose to 291 million hundredweight, or 9 percent above
the 1980/81 crop. As production increased in 1981/82, prices dropped. The
farm price of potatoes in October-December 1981 averaged $4.48 per
hundredweight, compared with $5.36 for the price the corresponding period of
1980. 1In January-March 1982, the price averaged about $4.75 per
hundredweight, compared with $8.00 in the corresponding period of 1981.

Western region.—Production of potatoes in all regions of the United
States from 1976/77 to 1981/82 ranged from 266 million to 325 million
hundredweight. The Western region (principally Idaho, Washington, and Oregon)
is, by far, the principal U.S. producer of fall harvested potatoes. From ’
1976/77 to 1981/82, the production of potatoes in that region ranged from
170 million to 207 million hundredweight. The share of the U.S. production of
fall-harvested potatoes accounted for by the Western region declined
irregularly from 65 percent in 1976/77 to 62 percent in 1981/82.

North Central region.—-During 1976/77 to 1981/82, the production of
fall-harvested potatoes in the North Central region (mostly North Dakota,
Minnesota, and Wisconsin) ranged from 52 million to 71 million hundredweight.
The share of U.S. production accounted for by the region increased irregularly
from 19 percent in. 1976/77 to 22 percent in 1981/82.

Northeastern region.--From.1976/77 to 1980/81, the production of
Zfaii-harvested potatoes in the-Northeastern region declined irregularly from
1 million to 42 million hundredweight; in 1981/82, production amounted to
46 million hundredweight. The share of fall-harvested potato production

16
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accounted for by the Northeastern region (principally Maine and New York)
declined from 17 percent of the U.S. total production of 308 million
hundredweight in 1976/77 to 14 percent of the total of 325 million
hundredweight in 1978/79, but then rose to 16 percent of the total of

297 million hundredweight in 1979/80 and 1981/82.

From 1976/77 to 1981/82, production of potatoes in Maine ranged from
25 million to 28 million hundredweight. During the period, that State
supplied nearly three-fifths of the production of potatoes in the Northeastern
region. Maine accounted for about 9 percent of the annual U.S. potato
production from 1976/77 to 1981/82. Thus, Maine has maintained its share of
the U.S. production of potatoes in recent years.

QCiIization

Total.--From 1976/77 to 1978/79, the U.S. utilization of potatoes (sales
and nonsales uses), which were mostly fall-harvested potatoes, ranged from
358 million hundredweight (1976/77) to 366 million hundredweight (1978/79),
and then declined. By 1980/81, utilization had dropped to 303 million
hundredweight (table 9). 1/

About four-fifths of the U.S. potato crop was sold for human food from
1976/77 to 1980/81; of the remaining one-fifth, about 50 percent went to
shrinkage and loss, 30 percent to commercial seed, and 20 percent to farm
seed, feed, and household use, or to commercial livestock feed.

0f the annual U.S. potato crop sold for human food from 1976/77 to
1980/81, about three-fifths was used for processing (trade sources indicate
about two to three times as many russets are used for processing as round
whites) and two-fifths was used for tablestock. However, over the longer
term, the pattern of sales of potatoes for use for human food reflects a
marked shift from tablestock to processing. In 1970/71 to 1974/75, for
example, 46 percent of the average annual sales of potatoes for human food was
used for tablestock, and 54 percent, for processing. From 1964/65 to 1969/70,
54 percent, of the sales was used for tablestock, and 46 percent, for
processing. Although detailed utilization data relating to russet and round
white potatoes are not available, it would appear that the utilization shift
from tablestock to processing would benefit the producers of the russet potato
more so than the producers of the round white as the russet is the primary
type used for processing.

In absolute terms, the quantities of potatoes used for tablestock
declined each year from 1976/77 to 1980/81 (from 123 million hundredweight to
97 million hundredweight); the quantities used for processing declined
irregularly from 175 million hundredweight (1976/77) to 153 million
hundredweight (1980/81). Nearly 50 percent of the potatoes used for
processing during the period were made into frozen french fries; the remainder
were used to make potato chips, dehydrated potatoes, other frozen products,
canned potatoes (including use as an ingredient in hash, soups, or stews), or

were processed into starch or flour.
17

l/’Utilization of the 1981/82 fall-harvested potato crop will not be
completed until August 1982; hence, data for 1981/82 are not included here.
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Western region. 1/—-Data are available on sales of fall-harvested
potatoes, by regions, only for 1979/80 and 1980/81. Sales of fall-harvested
potatoes for tablestock use by Western region producers declined from
47 million hundredweight in 1979/80 to 45 million hundredweight in 1980/81.
Nevertheless, the share of these sales to total region potato sales increased
from 28 percent in 1979/80 to 30 percent in 1980/81. The share of total U.S.
sales of tablestock potatoes accounted for by that region increased from 52 to
54 percent during the period.

Sales of fall-harvested potatoes for processing use by Western region
producers declined from 106 million hundredweight in 1979/80 (63 percent of
total sales) to 95 million hundredweight in 1980/81 (62 percent of total
sales), but they increased slightly their share of U.S. sales of such potatoes
from 71 to 72 percent during the 2-year period.

North Central region.—-Sales of fall-harvested potatoes for tablestock
use by North Central region growers declined from 20 million hundredweight in
1979/80 to 18 million hundredweight in 1980/81, yet the share of the region's
total sales of such potatoes increased from 36 percent in 1979/80 to 37
percent in 1980/81. The North Central region supplied 22 percent of the U.S.
sales of tablestock potatoes each year during the period.

Sales of fall-harvested potatoes for processing use by North Ceatral
region growers declined from 29 million hundredweight in 1979/80 to 24 million
hundredweight in 1980/81. That region's share of the U.S. sales of potatoes
for processing use declined from 19 percent of the total in 1979/80 to 18
percent in 1980/8l. The share of the region's total sales of potatoes for
processing declined from 53 percent in 1979/80 to 49 percent in 1980/81.

Northeastern region.-—-Sales of fall-harvested potatoes for tablestock use
by the Northeastern region producers declined from 24 million hundredweight in
1979/80 to 20 million hundredweight in 1980/81. The share of U.S. sales of
tablestock potatoes supplied by the Northeastern region declined from 26
percent to 24 percent during the 2-year period. The share of the region's
total sales of potatoes consisting of tablestock potatoes declined from 56
percent in 1979/80 to 54 percent in 1980/81.

Sales of fall-harvested potatoes for processing use by Northeastern
region producers declined from 14 million hundredweight in 1979/80 to ‘
13 million hundredweight in 1980/81. The share of the region's total sales of
potatoes for processing increased from 34 percent in 1979/80 to 35 percent in
1980/81. The share of the U.S. sales of processing potatoes supplied by the
Northeastern region averaged 10 percent each year during the period. During
the period, the Northeastern region was the only area for which sales of
potatoes for processing use increased as a share of sales of all potatoes, and
indicates a recent shift in sales of Northeastern production away from the
tablestock market and towards the processing market.

1/ Data in the following regional discussions, by use categories (tablestock
and processing), are derived from unpublished estimates of the U.S. Department
of Agriculture, Statistical Reporting Service. The totals for all regions do
not add to the published national totals owing principally to interregional I8
shipments of processing potatoes shipped fresh, quantities diverted from
normal market channels, and sales for livestock feed.
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Employment Information of Growers

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
information on full- and part-time employment on their farms from 1976/77 to
1981/82. 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

Of the questionnaires received, approximately 40 contained useful
information on full-time employees. 1/ These 40 questionnaires represent less
than one-half percent of the total aE}eage harvested by U.S. potato growers.
For each year from 1976/77 to 1981/82, 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 1976/77 and 1978/79, and 3 in all other years.
Growers in the Northeastern region employed an average of 2 full-time workers
a year, whereas growers in the North Central region employed an average of 8
full-time employees a year.

The total number of hours worked by full-time employees engaged in potato
production averaged 5,500 per farm per year from 1976/77 to 1981/82. On
Northeastern region farms, full-time employees worked an average total of
3,500 hours, whereas full-time employees on North Central region farms worked
an average total of 18,000 hours. This means that the average Northeastern
region full-time employee spent 1,750 hours a year working on potato

production. For a 9-month crop year, this works out to 47 hours a week per
full-time employee.

Total wages and fringe benefits paid to persons engaged in potato
production was reported to average about $22,000 per farm per year. Total
wages tended to increase over time. Wages on Northeastern region farms was
reported to average about $15,000 a year, or approximately $7,500 per year per
full-time employee. North Central region farms paid out an average of $72,000
per year in wages from 1976/77 to 1981/82, or approximately $9,000 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. Northeastern
region farms used an average of 16 part—time employees per year from 1976/77
to 1981/82, whereas North Central region farms used an average of 27 part-time
employees per year.

1/ On average, 30 useful questionnaires were received from the Northeastern
region, 6 from the North Central region, and 4 from the Western region.
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The total hours worked by part—time employees per year averaged about
3,000 hours from 1976/77 to 1981/82, 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, whereas the average part—time worker on
a North Central region farm worked an average of 372 hours a year.

The average part-time employee received approximately $650 a year in
wages, or about $3.90 an hour. Northeastern regionm part—-time employees
received about $600 a year, or about $4.34 an hour, whereas North Central
region part-time employees received about $1,250 a year, or about $3.36 an
hour.

Financial Information of Growers

Profit—and-loss experience

Approximately 100 growers returned questionnaires that contained useful
financial information. These growers farm approximately 22,525 acres a year,

with about 60 percent of the acreage devoted to potato farming. This
represents between 1 and 2 percent of the total acreage harvested by U.S.
potato growers. About two-thirds of the growers were from 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.

Potatoes accounted for about 70 percent of the total sales of the
respondents (table 10). The value of potato sales were relatively constant
from 1976/77 through 1979/80, but then increased by 30 percent in 1980/81 and
by another 65 percent in 1981/82. Operating expenses averaged 90 percent of
total sales in 1976/77 and 1977/78, 101 percent in 1978/79 to 1980/81, and 81
percent in 1981/82.

Producing potatoes was profitable for the respondents in 1976/77 and
1977/78, but unprofitable from 1978/79 to 1980/81. 1In 1981/82, potato
production became profitable again for the respondents. Non-potato farm
production was profitable in only one crop year--1976/77.

From 1976/77 to 1981/82, reported total net farm income equaled $4.7
million on sales of $90.9 million, or just over 5 percent of total sales.

Reported net potato income equaled $5f9 million on sales of $72.5 million, or
just over 8 percent of potato sales.

Assets and capital expenditures

Approximately 65 questionnaires contained useful information about assets
and capital expenditures. The growers that responded account for slightly
less than 1 percent of the total acreage harvested by U.S. potato growers.

The original cost of reported total farm assets rose from $16.0 million in
1976/77 to $23.6 million,. or by 48 percent, in 1981/82 (table 11). Book value
over the same period rose 53 percent. Capital expenditures of reported farms
averaged about 30 percent of original cost over this period and increased by
13 percent from 1976/77 to 1981/82. Machinery, equipment, and fixtures
accounted for about 60 percent of total capital expenditures. 20
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Questionnaire data indicate' that potato operations accounted for about
two—thirdSvof~feported total farm assets. Capital expenditures on potatoes
accounted for about 85 percent of total capital expenditures. Assets leased
for use in potato production amounted to less than 1 percent of reported total
farm assets. ~

Production costs

Detailed studies on cost of production for U.S. potatoes are not
undertaken on a regular basis. However, a study was published in 1981 that
estimated the costs of growing and harvesting potatoes in the major fall
production areas in 1980/81 (table 12).

These estimates show that the Columbia basin area of Washington and
Oregon was the most cost—efficient production area. Operating costs per
hundredweight ranged from $1.64 in Oregon to $3.00 in Long Island. Maine's
costs were second highest at $2.38. Maine's position improved somewhat when
the cost of land is included. Although Maine clearly had no advantage over
other potato-producing areas in the costs of production, Maine is not at a
ma jor competitive disadvantage because of production costs.

The most important costs in producing potatoes in Maine were fertilizers,
which accounted for 30 percent of total operating expenses, and labor, which
accounted for 21 percent. Labor costs were higher in Maine than in any other
production area. Seed and chemicals, which were more important costs in areas
other than Maine, accounted for 11 and 15 percent, respectively, of total
operating expenses in Maine. Fuel and repair costs each accounted for about
11 percent of total costs in Maine. Nationwide, fertilizer accounted for 25

percent of total operating expense; chemicals, 21 percent; seed, 17 percent;
and labor, 12 percent.

Depreciation expenses averaged $113 per acre, with only North Dakota's
$50 being far from the average. Interest expenses were highest in Long Island
because of the high cost of land, and were lowest in Maine and North Dakota.

In late 1981, the Economic Research Service of the U.S. Department of
Agriculture estimated the costs of producing tablestock‘potatoes in Maine,
Wisconsin, and Idaho from 1980/81 to 1982/83 (tables 13-15). These estimates
show Wisconsin with lower production costs than either Idaho or Maine.

On the basis of testimony presentéd at the hearing in Bangor, production
costs for Maine from 1976/77 to 1981/82 are given in the following tabulation:

Production cost

Crop year : (per hundredweight)
1976/77 - $3.77
1977/78 : 3.70
1978/79 4,20
1979/80 . : _ 4.32
1980/81 4.79

1981/82 . 5.80
’ 21
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From 1976/77 to 1981/82, the cost of growing potatoes in Maine grew 54
percent, with about half of the total increase coming in the 1981/82 crop
year. Consumer prices from 1976 to 1981 increased 69 percent. A sharp rise

in the cost of seed potatoes was responsible for much of the extraordinary
1981/82 increase.
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Government Programs Affecting Production

Various Federal, State, and local programs throughout the United States
relate directly and indirectly to potato production. Most of the programs are
general in nature and are not specifically oriented toward potato production,
although they ultimately may affect production. .Examples include programs
dealing with scientific and economic research, credit and loans, economic
development, conservation programs, and the collection and dissimination of
data.

Potato Diversion Program .

The U.S. Government programs relating most directly to potato production
are the Potato Diversion Program and the various potato-marketing orders. The
Agricultural Adjustment Act allows the Secretary of Agrlculture to encourage
the domestic consumption of certain commodities or products by diverting them,
by the payment of benefits or indemmnities or by other means, from the normal
channels of trade and commerce. 1/ The legislation allows the Faderal
Government to make payments to potato farmers for diverting potatoes to
livestock feed or starch in surplus production years. Potatoes eligible for
diversion must meet spaecific grade requirements and are then processed (for
livestock feed or starch) to insure that they will not enter normal trade
channels. The Secretary of Agriculture, at his discretion, must approve the
program and decide the payment level (with the approval of the Office of
Management and Budget), and he may limit its coverage to specific areas and
certain potatoes. Officials at the USDA report that during 1976-81, the
Potato Diversion Program was used twice, for the 1978 and 1979 crops. With
respect to the 1978 crop, officials at the USDA report that 11.8 million
hundredweight of fall-harvested potatoes were purchased at a cost of $22.4
million from producing regions throughout the United States. Maine potatoes
were the only potatoes eligible for the program in 1979. In that year, 0.5
million hundredweight (about 2 percent of Maine's 1979 production level) of
potatoes were diverted for a total of $1.1 million.

Marketing orders

Under the Agricultural Marketing Agreement Act of 1937, producers and
handlers of specified fruits and vegetables may “"self-regulate"” through
marketing orders. Orders are regulatory programs issued by the Secretary of
Agriculture that legally obligate all commodity handlers to abide by order
tzems. 2/ In the case of potatoes, the terms involve quality control
regulations and market support activities. The quality regulations specify
minimum shipping standards for size, grade, and product maturity. The market
support activities involve financing research, promotion, and standarization
of containers and pack. The standards are enforced by Federal inspection.

- s e - J—

1/ Agricultural Adjustment Act, ‘ch. 641, sec. 32, 49 Stat. 774.
2/ Marketing agreements, in. contrast to marketing orders, are binding onl;
on signatory handlers.
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There are five active potato-marketing orders and one inactive order. 1/ It
is estimated that approximately 69 percent of fall potato production is
covered by potato orders. The six potato orders and theilr areas of coverage

are listed below.

Order No. and area 2/

945 - Idaho - Eastern Oregon
946 - Washington

947 - Oregon - Northern California
948 - Colorado

950 - Maine (inactive) :
953 - Virginia - North Carolina

The USDA reports that orders may become inactive rather than terminated. In
an inactive status, no regulations are issued under an order, but the order
remains "on the books."” For example, an order permitting regulation of grade,
size, pack, and container specifications for Maine potatoes has been inactive
for many years. 3/

National Potato Marketing Research and Promotion Act

In 1972, the National Potato Marketing Research and Promotion Act
established the National Potato Promotion Board. Under the act, the NPPB is
authorized to collect a fee from every commercial potato grower in the United
States, based on volume of production, for use in promotion and research.
(Lobbying by the NPPB is prohibited by statute.) For fiscal 1982, the NPPB
budgeted to spend nearly $1.5 million on programs to aid the consumption of
fresh and processed potatoes. Nearly one-half of the $1.5 million was for
consumer and trade advertising, leaving approximately one-fourth for public

relations programs, and one-fourth for chainstore merchandising programs. A
remainging 4 percent was for export promotion programs in Latin America and

Pacific countries, such as Japan. No Federal tax dollars are employed in the
NPPB budget. |

1/ All five active orders have grade and size regulations, four have pack
regulations, two have container regulations, and two authorize assessments for
research and development.

2/ Order number refers to the part in the Code of Federal Regulations where
the order is found. For example, order No. 945 is codified as 7 CFR 945.

3/ In the 1981-1982 marketing year, a State-supervised voluntary quality
control program was instituted in Maine which calls for a 2-inch minimum for
the Maine grade and a 2-1/4-inch minimum for the fancy grade to be packed in
the "Maine bag.” Estimates given at the Bangor hearing (transcript of the
hearing, p. 362) indicate about 27 percent of Maine's tablestock potatoes were,,
marketed in the "Maine bag" during the same period. ‘
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Potato Stocks

Total

Until fall-harvested potatoes for table use are shipped to market, they
are generally held in storage by growers, processors, and local dealers.
Officials at the USDA report there are no Government programs for the storage
of potatoes. 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 June, but no later than the
end of the crop-year (August). The USDA estimates that potato stocks, on
December 1, 1981, in 15 major fall potato States were 188 million
hundredweight, or eqivalent to about 67 percent of 1981 fall production (table
16). This level was about 9 percent higher than the December 1, 1980, level,
but about 7 percent lower than the December 1, 1979, level. During 1976-81,
total stocks on December 1 ranged from 220 million hundredweight in 1978 to
172 million hundredweight in 1980 (table  17).

Regional

Holdings in the Eastern region (Maine, New York, and Pennsylvania) on
December 1, 1981, totaled 31 million hundredweight, or 71 percent of that
region's 1981 production (table 17). This stock level was about 15 percent
greater than the level of 1 year earlier. Stocks held in Maine in 1981
increased to 21 million hundredweight, or about 13 percent over the 1980
level. This level was equivalent to about 80 percent of 1981 production.
During 1976-81, holdings in the North Central region (North Dakota, Minnesota,
Wisconsin, Michigan, Nebraska, and Iowa) reached 40 million hundredweight, or
18 percent above the 1980 level. This December 1, 1981, stock level was
equivalent to 64 percent of the North Central region's 1981 production.

During 1976-81, stocks in the North Central region ranged from 48 million
hundredweight in 1978 to 34 million hundredweight in 1980. Stocks in the
Western region in 1981 reached 116 million hundredweight. This level was
about 5 percent greater than the 1980 level and accounted for about 67 percent
of the Western region's production. Stocks in Idaho reached 58 million
hundredweight, which was about 3 percent less than the level of a year
earlier. Holdings in Washington amounted to 29 million hundredweight, and
were up about 19 percent compared with those on December 1, 1980. During
1976-80, stocks in the Western region ranged from 142 million hundredweight in
1978 to 110 million hundredweight in .1980.
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Principal Destinations and Shipping Periods

Destinatiouns

The USDA reports shipments of potatoes from the major production areas in
the United States and unloads of fresh potatoes from trucks and railcars in 36
large U.S. metropolitan cities. Data on shipments and unloads provide
information on the pattern of distribution of potatoes. The leading producing
region (Western) supplied 53 percent of U.S. fall-harvested potato shipments
of 80 million hundredweight in 1980/81 (table 18), followed in importance by
the North Central region (27 percent) and the Northeastern region (21
percent). :

The three U.S. regions producing fall-harvested potatoes for table use
vary considerably in their marketing patterns and in the destinations to which
they ship. Potato farmers in the Northeastern region market about three-
quarters of their tablestock potatoes to cities within their own region, North
Central farmers market about one-half of their output within their own region,
and the Western farmers, only about one-fifth within their own
region. 1/

According to the volume of unloads 2/ reported by the USDA, farmers in
the Northeastern region in 1980/81 marketed about 6 million hundredweight of
fresh potatoes in specified U.S. cities (table 19). About 76 percent of the
potatoes went to cities within their own region, 18 percent, to cities in the
South Atlantic region, and 6 percent, to cities in the North Central region.
They shipped no potatoes to the Western region and only negligible amounts to
other regions. The bulk of the Northeastern region output was thus shipped to
cities either within the region (such as New York City, Boston, Philadelphia,
and Buffalo) or to markets along the South Atlantic coast (such as Baltimore,
Washington, and Miami).

In the North Central producing region, farmers in 1980/81 shipped 8
million hundredweight of fresh potatoes, of which 49 percent went to cities
within the region, 31 percent, to the Southern region, 10 percent, to the
Northeastern region, and 9 percent, to the South Atlantic region. Among the
more important cities taking potatoes from the North Central region were
Chicago, Atlanta, Pittsburgh, Cincinnati, Detroit, and Indianapolis. There
were very few potatoes produced in the North Central region and sold in the
Western region.

1/ Fall-harvested -potato unloads in 36 cities totaled about 39 million
hundredweight in 1980/81, which is approximately 48 percent of the 80 million
hundredweight recorded as shipments of fresh potatoes by the major States
producing fall-harvested potatoes. Thus, 52 percent of fall-harvested potato
shipments went to smaller U.S. towns and cities, and other destinations. The
pattern of distribution, however, probably follows that reported for the 36
cities.

2/ "Unloads” is a term used to represent the quantity of fresh potatoes
unloaded from trucks and railcars by the first receiver in the metropolitapy
market area of a specified city.
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In addition to supplying about 99 percent of the unloads in the Western
region, Western regional farmers rely heavily on markets outside this region.
In 1980/81, 80 percent of their total potato unloads of 24 million
hundredweight went to cities outside the Western region. In that year,
potatoes from the Western fall-harvested crop went mainly to cities in the
Southern region (43 percent of Western unloads); this was followed in-
importance by North Central region cities (17 percent), and Northeastern
region cities (14 percent).

Shipping periods

The bulk of the fall-harvested potatoes are marketed in the United States
during the months of September to the following April. Monthly shipments of
fall-harvested potatoes in 1980/81 averaged 7.9 million hundredweight during
September through April, declined to 2.4 million hundredweight in June, and
then rose to 5.9 million hundredweight in August (table 18). The increase in
August shipments reflects potatoes harvésted before maturity for the early
market. During 1977/78 to 1980/81, March had the heaviest monthly U.S.
shipments; July was the month with the fewest.

Farmers in the Northeastern region have generally followed the seasonal
U.S. marketing pattern of shipping nearly all of their potatoes from September
to April. In 1980/81, monthly shipments from Maine and New York (the
principal Northeastern region producing States) rose irregularly from 1.2
million hundredweight in September to a peak of 2.1 million hundredweight in
March, and thereafter declined (table 18). The fewest Northeastern potatoes
are shipped during the month of July. By August, Northeastern potato
shipments generally increase as farmers market early season potatoes.

North Central region farmers also market most of their fall-harvested
potatoes from September to April, although substantial shipments also take
place In August.

Producers in the Western region market their potatoes with less seasonal
variations than those in other regions. In 1980/81, monthly shipments from
the Western region ranged from 4.3 million hundredweight in January to
2.1 million hundtedweight in July.

Channels of Distribution

Figure 3 shows the various chamnels of distribution for Maine potatoes.
In Maine, the majority of the potatoes are sold to the fresh market as
tablestock potatoes, whereas the majority of production in most other major
producing areas is destined for processing.

27
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Figure 3.--Flow chart of channels of distribution for potatoes.
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Shippers and brokers

Potato shippers and brokers in some of the producing regions are
important factors in the distribution system to the final consumer. In Maine,
shippers or dealers (other than independent shippers) account for the majority
of the potatoes sold in the terminal markets and chainstores. The following
tabulation shows the classification of Maine licensed potato dealers in
1978-1979 as reported by the University of Maine:

‘Averggg loads

Percent of shipped per
- Classification licensed dealers licensed dealer

Independent shipper: .
Shippers that grade and load the 61.1 177
potatoes themselves and make '
sales direct to buyers without
the service of shipping point
potato dealers.

Shipping point dealers: ——
Shippers that buy and sell under 36.5
their own names; that may grow
some of the potatoes they sell
and/or contract with growers to
grow potatoes for them; but whose
largest volume comes from buying
truck or rail-loaded potatoes sold
to them by growers, shippers, or
other shipping point dealers; that —— -— 320
are not buying agents nor affiliated
with wholesalers, receivers,
or retail chainstore organizations.

Terminal receivers:
Firms whose primary business is 1ocated’ T 1.2
in the wholesale market, but that bave
their own buying and/or grading and
loading operations in Maine.

Retail chains: :

~ Firms tbat have their own buying, 1.2
_grading, and loading operations in
Maine, .or have their buyers in the
producing area to purchase potatoes
directly from growers, shippers, or

shipping point dealers.
Total or average- '100.0 237

‘The independent shipper in Maine ueually is a potato grower that has declded
to market its own production, and in some cases, may grade and load potatonss
which were consigned by other shippers or growers. In other producing
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regions, such as Idaho, large centralized packing plants which may be owned
and operated by farmers account for a significant portion of the potatoes
shipped and sold to terminal markets and retail chains, either directly or
through terminal-market brokers. Large quantities of tablestock potatoes in
these areas may be marketed by processors that have graded and selected
tablestock potatoes from the potatoes they purchased or had for processing.

Marketing methods

Potatoes for the fresh market are packed in various size containers.
According to a 1981 study by the Aroostook County Production Credit
Association the proportion of round white potatoes marketed in consumer-size
containers (20 pounds or less) have been constant at about 60 percent of total
volume; the mix consists primarily of 5- and 10-pound containers. Nearly
one-third of the round whites are marketed in 50-pound containers and are used
for either food service sales or for repacking in the terminal markets. Over
four-fifths of Maine's tablestock russets are packed in consumer-size
containers.

Most of the round white potatoes are sold in paper bags with mesh windows
(consumer-size packs) or solid paper bags (primarily 50-pound bags). A small
percentage of the round whites are marketed in polyethylene bags. However,
about three-quarters of the russets in Maine are sold in polyethylene bags.
Poly bags account for most of the volume of russets and round red potato
tablestock marketings from other areas. It should be noted that round white
potatoes do not market well in poly bags because they are more susceptible to
greening from light exposure and thus require faster turnover in the _
supermarket. Furthermore, unwashed potatoes tend to appear unsightly in poly
bags. Only about 15, percent of the Maine round white potatoes are washed"
compared with 90 percent of the potatoes from other producing areas being
washed.

30
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Transportation

Potato shippers in different parts of the United States and Canada
encounter appreciable differences in transportation costs to various
destinations. Shippers in Maine, for instance, generally face higher
transportation costs than shippers in Montreal but have approximately the same
or lower transportation costs as have the shippers in the Maritime provinces.
Shippers in Idaho have lower transportation costs than shippers in Canada when
shipping to the Midwest but have higher transportation costs when shipping to
the Northeast.

Mode of transportation

An important factor affecting transportation costs is the mode used for
the shipment. The costs of shipping potatoes by rail can be substantially
different from the cost of shipping potatoes by truck. 1/

The extent to which shippers in different growing areas use truck and

rail is shown in table 20. Shippers in the major Northeastern potato-
producing States, Maine and New York, rely entirely on truck transport, as do
growers in Wisconsin and Canada. Shippers in the Western United States are

less reliant on trucks, but shippers in only one of these areas, Idaho, move
most of their potatoes by rail.

One reason shippers in Western States use rail to a greater extent is
that they are farther from consumers. The choice of mode of transport depends
in large part on the distance traveled. Loading costs are commonly higher for
rail than for trucks; linehaul costs are higher for truck than for rail.
Therefore, the longer the distance, the lower is the cost of rail relative to
the cost of truck. The effect of distance on mode choice is indicated by the
data in table 21. These data show that several growing areas ship a larger
share of their potatoes by rail. For example, in 1981, Idaho used truck for
59 percent of its shipments to Chicago, and only 1 percent of its shipments to
New York City and Boston.

Distance, however, does not explain the total difference in modal
choice. For example, the distance from Maine to Miami is approximately the
same as the distance from Idaho to Chicago, but all potatoes shipped from
Maine to Miami go by truck whereas 41 percent of potatoes shipped from Idaho
" to Chicago go by rail.

A major reason that shippers may prefer truck to rail transport, even if
the rail rate is lower than the truck rate, is travel time. It usually takes
much longer for a shipment to travel a given distance by rail than by truck.
A representative of the Maine potato industry told the Commission staff that
the major reason shippers there do not use rail is that it is too slow. A
rail shipment from Maine may not reach Boston in 5 days; a truck shipment can
reach New York in 1 day. The cost advantage of rail transport is not large
enough to overcome the time disadvantage. gj As a result, Maine potato

1] Potatoes consumed in the United States are rarely if ever shipped by
water or air.

2/ For many destinations, the cost advantage would be minimal. In Novembgr
1978, it cost $1.65 per hundredweight to ship potatoes from Maine to the New

York City area by truck; it cost $1.62 by rail. The Bangor and Aroostook
Railroad no longer publishes rates for potato shipments.
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shippers' use of rail has steadily dwindled. Railroads' share of Maine potato
shipments went from 28 percent in 1963/64 to 17 percent in 1973/74 to almost
none in 1980/81. 1/

Rail service is particularly slow for Maine potato shipments, because
they must be handled by many different connecting railroads. For a shipment
from Aroostook County, Maine, to reach Boston, it must travel over the lines
of three railroads; reaching New York City requires handling by a fourth
railroad, and reaching Atlanta, Ga., or Miami, Fla., requires one or two
additional railroads. In contrast, shipments from Idaho to Chicago travel
over the lines of two railroads; reaching Boston or New York City requires a
third. While a rail shipment from Maine to Miami would travel approximately
the same distance as one from Idaho to Chicago, the Maine shipment would be
handled by at least five railroads, and the Idaho shipment by two. Because
the railroad system serving Maine is fragmented into so many different
carriers, the length of time rail shipments would take increases, and so Maine
shippers rely increasingly on trucks.

Transportation costs

The transportation costs faced by shippers in Maine and Idaho are
compared with the costs faced by Canadian shippers in table 22. Maine and
Idaho were chosen because they are the largest producing States in the East
and West, respectively. The comparison focuses on two cities in the
Northeast, New York City and Boston, and two cities just outside the
Northeast, Atlanta and Chicago. The latter two cities were chosen because
data on the costs of truck shipments to them from Maine and Idaho are readily
available.

The information in table 22 shows that transportation costs often are a
significant part of the price of potatoes. In some cases, it costs more to
ship potatoes than to purchase them at the shipping point in Maine.

The cost of shipping potatoes from Maine is the lowest for shipments to
Boston and the highest for shipments to Atlanta. Shipments from Maine to
Boston cost $1.50 per hundredweight, or 32 percent of the shipping point price
of potatoes; shipments from Maine to Atlanta cost $3.71 per hundredweight, or
79 percent of the shipping point price.

These data also show that Idaho's use of rail transport substantially
reduces its transportation costs. For example, even though Idaho is much
farther from Atlanta than is Maine, it costs less to ship potatoes by rail
from Idaho than by truck from Maine. Idaho shippers' use of rail transport

may significantly improve their ability to compete with shippers in Maine and
Canada.

The cost of shipping potatoes by rail from Idaho is the highest for
shipments to Boston and the lowest for shipments to Chicago. Rail shipments
from Idaho to Boston cost $5.05 per hundredweight, or 107 percent of the
shipping point price in Maine. Rail shipments from Idaho to Chicago cost
$2.95 per hundredweight, or 63 percent of the shipping point price in Maine. 2/

1/ U.S. Department of Agriculture Office of Transportation, "Shipping Maine
Potatoes to Eastern Markets,” March 1981, p. 13. 32

2/ Prices are expressed as a share of the Maine shipping point price to
facilitate comparisons between areas.
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Rates for truck shipments of potatoes to U.S. destinations from New
Brunswick, Canada, are approximately the same as those for shipments from
Maine. Rates for shipments from Prince Edward Island are commonly about $1
per hundredweight more than rates for shipments from Maine. Rates for
shipments from Montreal are from 20 to 48 cents less than rates for shipments
from Maine. Therefore, transportation costs to U.S. destinations are similar
for shippers in Canada and shippers in Maine, the Northeast's major producing
area. Because most imports of Canadian potatoes travel to destinations in the
Northeast, transportation costs probably do not significantly affect
competition between Canadian imports and U.S. producers.

Three factors seem to influence the relative costs of truck transport
from Canada and the United States. The first is distance; rates from Prince
Edward Island are higher because it is farther from U.S. destinations than
Maine or New Brunswick. The second is the availability of backhaul truck
capacity. If a larger volume of truck freight enters an area than leaves it,
some trucks will have to make their return trip, or backhaul, empty. Because
these truckers must make this trip anyway, they will be willing to carry
freight on the backhaul at very low rates. .Rates from Montreal are lower than
rates from Maine in large part because more backhaul capacity is available in
Montreal. The third factor is the price of fuel; fuel for trucks is cheaper
in Canada than in the United States.

U.S. industry sources have ‘indicated that some Canadian potatoes are
trucked from New Brunswick and Prince Edward Island to Montreal for
warehousing, and then shipped to the United States. By shipping potatoes to
Montreal before shipping them to the United States, importers can take
advantage of the low truck rates from Montreal to the United States and the
Canadian government assistance on potato shipments from the Maritime Provinces
and eastern Quebec to the rest of Canada. The rail rate for shipments from
Prince Edward Island to Montreal is $1.49 per hundredweight, for shipments in
truck trailers carried on rail cars it is $1.62 per hundredweight. The
Canadian Government's freight rate assistance reduces these costs by $0.22 per
hundredweight, so the net cost is $1.27, or $1.40 per hundredweight. 1/

The truck rate from Montreal to New York City is $2.17 per hundredweight
(table 22). Thus, the cost of shipping from Prince Edward Island to New York
City via Montreal is $3.44, or $3.57 per hundredweight. These costs are
higher than the rate of $2.50,per hundredweight for direct truck shipments
from Maine, but lower than the rate of $3.75 per hundredweight on truck
shipments from Prince Edward Island directly to New York. Furthermore, trucks
are likely to be more readily available in Montreal than in Maine or the
Maritime Provinces. However, the rates via Montreal do not include the cost
of transferring potatoes from rail to truck in that city. 2/ These costs will
reduce the savings of shipping via Montreal.

1/ Data on freight rates within Canada, and assistance are from the testimony
of Mr. Danny Dempster, Assistant to the Executive Vice President of the Canadian
Horticultural Council, June 30, 1982, transcript of the hearing, p. 428.

'gj These rates also do not include the cost of shipping by truck from the
farm to the rail siding. The Canadian National Railroad, a Goveirnment-owned
carrier, may begin to pay part of these costs this fall. The Canadian National
agreed to make such payments in order to reduce shipper opposition to its
attempts to get Government permission to abandon some of its lines in Prinéé
Edward Island. ‘
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U.S. Exports

The United States is usually a net exporter of fresh white or Irish
potatoes. During 1976-81, annual U.S. exports of such potatoes ranged from
13.6 million hundredweight, in 1976, to 1.9 million hundredweight in 1980
(table 23). 1In 1981, exports amounted to 2.8 million hundredweight, valued at
$37.0 million. A drought in Europe in 1975 and 1976 resulted in shortfalls in
two successive European crops, which increased the demand for potatoes from

the United States. Thus, exports were unusually large for several years in
the mid-1970's.

Canada is generally the principal export market for fresh U.S. potatoes,
and most of those exports are tablestock potatoes (tables 23 and 24). In 1980
and 1981, exports of such potatoes to Canada accounted for more than
nine-tenths of total potato exports to that market, and seed potatoes
accounted for the remainder. Five ports of embarkation account for
four-fifths or more of the annual exports of fresh potatoes to Canada. They
are Seattle; Detroit; Ogdensburg, N.Y.; Buffalo; and Great Falls, Mont.
(tabhle 25). Two of the principal ports of embarkation are located in the
Western region, two are in the Northeastern region, and one is in the North
Central region. The share of the potato exports going through ports in the
Western region increased from 36 percent in 1978 to 41 percent in 1981; that
share going through Northeastern ports dropped from 35 percent in 1978 to 25
percent in 1980, before rebounding to 36 percent in 1981. The share of
exports shipped through North Central ports during 1978-81 declined
irregularly from 29 to 23 percent.

Fxports of potatoes to Canada from ports within a region usually include
potatoes grown in other regions of the country. This diversity of supply
sources reflects the seasonal character of the export trade to Canada. From
1976/77 to 1980/81, more than four-fifths of the potatoes exported to that
country were shipped during the months of March through July (table 26).
Exports during these months consist largely of new crop potatoes harvested
from the spring and summer crops, which supplement supplies in Canada from the
previous fall-harvested crop. Seed potatoes bound for the Canadian market are
usually shipped during the winter and early spring months.

The following tabulation shows the percentage distribution of the average
annual unloads of U.S. tablestock potatoes (1.7 million hundredweight) in 12
principal Canadian cities, by U.S. production regions and Canadian consumption
regions, l/ during 1977-79, as compiled from official statistics of
Agriculture Canada:

l/ The Canadian consumption regions and their markets are as follows:
Western—-Edmonton, Calgary, and Vancouver; Central--Toronto, Winnipeg, Regina,
and Saskatoon; and Eastern——Halifax, Saint John, Quebec City, Montreal, and
Ottawa. , ' S 34
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U.S. production . Percentage Canadian consumption Percentage
region distribution region distribution.
Southern 1/ 68
Western 27 Western 40
North Central 5 Central 33
Northeastern 2/ Eastern 27
Total - 100 Total—==———~————v 100

1/ Includes the California potato crop.
2/ Less than 0.5 percent. .

A similar distribution pattern probably existed in the Canadian market for
U.S. potatoes in 1980 and 1981. The principal States supplying potatoes to
Canada were California (37 percent of the total), Washington (19 percent),
Virginia (12 percent), and Florida (9 percent). By comparison, less than 1
percent of the potatoes unloaded in the 12 Canadian cities were from States in
the Northeastern United States. The principal Canadian markets for U.S.
potatoes were located in the Western consumption region, followed by those in
the Central and Eastern regions.

U.S. exports of potatoes in bulk to Canada are subject to restriction
under the Canadian Agriculture Products Standards Act. ;/ The full extent of
the effect of such restrictions on exports of potatoes from the United States
is unknown. However, of the waiver requests made during 1980-82 that were
granted for the months of January to June (months that account for about
two—-thirds of the U.S. annual bulk exports), the Northeastern U.S. region
received permits for less than one percent of the U.S. bulk shipments to
Canada. Most of such exports are supplied by Eastern Shore States (Virginia,
Delaware, Maryland, and North Carolina), the Western region (principally
California), and Florida. It appears, therefore, that at least for 1980-82
(January—-June), Maine supplied none or only small quantities of potatoes in
bulk to Canada. It is not known if Maine potato exporters are unable to
secure the necessary permits or whether such exporters do not apply for the
permits. Most of Maine's potatoes are shipped during the months of January to
June, principally to markets in the U.S. Northeastern region.

Of bulk U.S. exports shipped to Canada under permit during January-June
of 1980-82, which aggregated 1.7 million hundredweight, nearly one-half (42
percent) was shipped by Eastern Shore States from unstored spring or
summer-harvested potatoes. BRecause of market proximity and related
transportation costs, much of the Fastern Shore potato crop is sold in the
Northeastern market region, and restraints on exports of that crop to Carada
would likely increase the supply tc be sold in this region.

1/ Such shipments must be accompanied by a waiver (permit) exempting the
shipment from packaging requirements. Waivers are granted by Canadian
officials on a case by case basis. The waivers specify the quantity, supply
and receiving locations, use, and time 1imit for the shipments. _Documents35
accompanying the bulk exports are stamped by U.S. inspectors at the shipping

point, verifying that the chipments meet Canadian requirements.
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California (mostly from the central part of the State) accounted for 28
percent of the bulk exports shipped under permit to Canada; because California
ships tablestock potatoes throughout the United States, permit denials by
Canada would most likely result in an increase in shipments from that State to
other U.S. regions.

During the time periods discussed here, the Western region (excluding
California) accounted for 13 percent of the U.S. bulk exports to Canada under
permit. Restrictions on Western region exports to Canada probably would
increase the domestic supply of potatoes for processing and would unlikely
increase supplies of Western potatoes in Northeastern markets for tablestock
use»

The North Central region accounted for only 7 percent of the U.S. bulk
potato exports to Canada under permit during the January-June periods of
1980-82. Permit denials would tend to increase the shipments from this region
to the Northeastern region.

Florida accounted for 8 percent of the U.S. bulk potato exports to Canada
during the period under review. However, most of Florida's shipments occur
during the 3-month period of April through June. Such shipments probably
would not be seriously affected by permit denials since Florida potatoes are
among the first to reach the market place.

From information presently on hand, it appears that the non-issuing of
import permits on bulk potatoes probably has a minor direct impact upon Maine
exports to Canada relative to such exports from other U.S. regions. The
majority of Maine's potatoes are consumed within the Northeastern region.

Most of Maine's potatoes are shipped to markets within the Northeastern
region. Very small quantities either in bulk or packaged are exported to
Canada. This distribution pattern for marketing Maine potatoes has been
essentially unchanged for a number of years. Maine potatoes to be exported to
Canada must meet Canadian import regulations, such as to quality and size.
Denial of import permits to potatoes from other U.S. regions would tend to
have the indirect effect of increasing the unloads from those regions, as
discussed above, to the Northeastern region. :

36
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" u.s. Imports

U.S. imports of fresh white or Irish potatoes during 1976-81 increased
steadily in terms of volume and value from 532,000 hundredweight, valued at
$3.3 million, in 1976 to 3.9 million hundredweight, valued at $32.3 million,
in 1981 (table 27). During this period, Canada aécounted for virtually all of
the imports. Data obtained from questionnaire responses by importers indicate
that the majority of the imports are round white potatoes. l/ Imports of
russet potatoes were next in importance, while round red potatoes were a very
small part of the total. 2/ The data also showed that the majority of the
imported potatoes were grown in the Canadian Provinces of Prince Edward
Island, New Brunswick, and Ontario from 1977/78 to 1980/81. However, Quebec
accounted for a significant portion of the U.S. imports in 1980/81 (23 percent
of the questionnaire response volume). The significant rise .in U.S. imports
in 1980 and 1981 is believed to be in response to high U.S. prices during
1980/81 for potatoes resulting from decreased U.S. production that year.

Imports by quota category

U.S. imports of white or Irish potatoes are classified under four TSUS
items for quota purposes, depending on whether they are imported as certified
seed potatoes within qﬁota (TSUS item 137.20) or overquota (TSUS item 137.21),
and as potatoes other than certified seed within quota (TSUS 137.25)
or over quota (TSUS 137.28). §/ Imports of certified seed potatoes within
quota (TSUS item 137.20) are concentrated from December through June (table
28) and are limited to a maximum of 1,140,000 hundredweight annually. 4/
During the quota years 1977/78 through 1980/81, imports within the quota
averaged 740,000 hundredweight annually and ranged from a low of 587,000
hundredweight in quota year 1979/80 to a high of 1,097,000 hundredweight in
quota year 1980/81. During the first 9 months of the 1981/82 quota year,
imports totaled 1,140,000 hundredweight compared with 1,093,000 hundredweight

1/ The response data indicated that of the combined imports of seed and
tablestock potatoes from all Provinces, the share accounted for by round
whites for the crops of 1976/77 to 1980/81 ranged from 65 to 91 percent. The
importers that responded imported an average of 465,000 hundredweight annually
from 1976/77 to 1980/81, which was equivalent to about one-fourth of total
imports during the period. ,

g/ However, testimony presented at the Bangor hearing (transcript p. 407)
and the post-hearing brief of the Canadian Horticulture Council (p. 9)
indicate that about 70 percent of Prince Edward Island's exports to the United
States consist of russet-type potatoes, and 75 to 80 percent of the potatoes
grown in New Brunswick are the Russet Burbank variety.

3/ The quota year is from Sept. 15 to the following Sept. 1l4.

4/ Potatoes imported under the tariff provisions for cetified seed potatoes
are not required to be used as seed potatoes for planting in the United
States. The only requirments is that they 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 37
certified seed potato tags.”
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during the comparable period in 1980/81. Imports of certified seed potatoes
over quota (TSUS item 137.21) have been very small in most years (table 29).
However, imports of over quota seed potatoes in 1980/81 totaled 470,000
hundredweight and were concentrated from March through May.

Imports of potatoes other than certified seed within quota (TSUS item
137.25) are limited to an annual quantity of 450,000 hundredweight (table
30). In recent years, imports were concentrated in the months of October and
November, with significant imports in September, December, and January in some
years. Although data in table 30 show that the quota was not filled in
1977/78 or 1978/79, and that it was exceeded in 1979/80 and 1980/81,
information obtained from the U.S. Department of the Treasury indicates that
the quota was filled in each of those years on the following dates:

Quota year Date

1977/78===———mmmmmm Jan. 31, 1978
1978/79 Mar. 7, 1979
1979/80 Dec. 21, 1979
1980/81 Nov. 12, 1980
1981/82- Nov. 20, 1981

It is believed that any differences between data reported by the U.S. Customs
Service and the U.S. Bureau of the Census are, in part, due to delays in data
being recorded and to improperly reported or recorded data.

During quota years 1977/78 through 1980/81, U.S. imports of potatoes
other than certified seed potatoes over quota (TSUS item 137.28) ranged from a
low of 301,000 hundredweight in 1978/79 to a high of 1,936,000 hundredweight
in 1980/81 and averaged 851,000 hundredweight annually (table 31). During
first 9 months of 1981/82, overquota imports totaled 2,190,000 hundredweight
compared with 1,838,000 hundredweight in the corresponding period of 1980/81.

Data in tables 28-31 indicate that imported potatoes are generally
entered under TSUS item 137.25 (underquota potatoes other than certified seed)
during the first 3 to 4 months of the quota year, by which time the quota of
450,000 hundredweight is usually filled. After that quota is filled, imports
of potatoes are usually entered as certified seed potatoes within quota (TSUS
item 137.20) or as potatoes other than certified seed potatoes over quota
(TSUS item 137.28). 1In quota years 1977/78 and 1978/79, imports under TSUS
item 137.20 exceeded imports under TSUS item 137.28 by 476,000 hundredweight,
or nearly 58 percent, but during 1979/80, 1980/81, and September 1981-March
1982, imports under TSUS item 137.28 exceeded those under TSUS item 137.20 by
1,542,000 hundredweight, or by 66 percent. However, the certified seed quota
of 1,140,000 hundredweight was not filled in any of the years under review,
except during 1981/82 quota year, when it was filled on April 27, 1982. 1/
The majority of the imports under TSUS items 137.20 and 137.28 entered during
the months of December through June.

1/ For the 1980/81 quota year, U.S. Department of the Treasury officials
report that the quota quantity was not filled. However, data of the U.S.
Department of Commerce on imports of underquota and over quota seed potatoes
show that the combined imports exceeded the quota quantity by 37 percent, but 38
that those imports that were entered within the quota provision amounted to
only 96 percent of the quota quantity (tables 28 and 29).
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Imports by customs districts

From January-March 1978 to January-March 1982, the majority of U.S.
imports of potatoes were entered through four customs districts of the United
States——Portland, Maine; Ogdensburg, N.Y.; Pembina, N. Dak.; and Buffalo,
N.Y., which together accounted for 90 percent of the entries in 1981, with the
majority of the entries being in Portland, Maine. Nearly all of the entries
were during January-March, April-June, and October-December. Tables 32 and 33
show imports, by customs districts, for certified seed potatoes and
noncertified potatoes. In general, the Portland district accounts for over 75
percent of the imports of certified seed potatoes and from 45 to 60 percent of
the noncertified potatoes. Other Northeastern customs districts usually
account for the majority of the remaining imports of both types of potatoes.
An exception is Pembina, N. Dak., which accounted for significant quantities
of potatoes other than certified seed in some years.

Distribution of imports by market regions

Data available from the USDA on unloads of potatoes in major cities show
that the majority of the imports from Canada are sold in the Northeastern
United States (tables 34, 35, and 36). From 1977/78 to 1980/81, Canada's
share of the potato unloads in the Northeastern region increased irregularly
from 3 to 6 percent. Canada accounted for less than 0.5 percent of the potato
unloads in the North Central region in crop years 1977/78 through 1980/81 and
for none of the unloads in the Western region during that period.

Responses to the importers questionnaire indicate that the Southern
region is also an important marketing region for imported potatoes, accounting
for nearly one-third of the imports in some years. The data also showed that
potatoes, other than certified seed, accounted for about 80 percent of the
responding importers' sales to buyers in the Northeastern region, whereas,
importers' sales to buyers in the Southern region are primarily certified seed
potatoes. o i
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CANADTIAN POTATO SITUATION
Consumption

During 1976-81, apparent consumption (fresh market, processing, and seed)
of potatoes ranged from 47.5 million hundredweight in 1977 to 41.5 million
hundredweight in 1980 (table 37). Consumption in 1981 is estimated at 43.6
million hundredweight. Data compiled from information supplied by the USDA
indicate that in recent years (1978-81) Canadian consumption (by quantity) of
potatoes was approximately 50 percent fresh market (includes imports), 38
percent processing, and 12 percent seed.

Production
Acreage

During 1976-81, Canadian acreage planted in fall-harvested potatoes
ranged from 264,000 in 1976 to 280,000 in 1979 and 267,000 in 1981 (table
38). Acreage planted in Eastern Canada in 1981 (Prince Edward Island, New
Brunswick, Quebec, Newfoundland, and Nova Scotia) accounted for 62 percent of
the total acreage planted and ranged from 155,000 in 1976 to 169,000 in 1979.
During 1976-81, acreage planted in Central Canada (Ontario, Manitoba, and
Saskatchewan) followed no regular pattern and ranged from 87,000 in 1976 to
79,000 in 1981. Acreage planted in Western Canada (Alberta and British
Columbia) declined irregularly during 1976-81 from 27,000 to 24,000.

Acreage passing certification for seed amounted to 79,000 in 1981, or 30
percent of total Canadian acreage planted (table 39). During 1976-80,
Canadian acres certified increased steadily from 53,000 to 81,000 and then
declined to the 1981 level. Eastern Canada accounted for about 91 percent
of Canadian acreage passing certification. The Province of Prince Edward
Island is the most important producer of certified seed and in 1981 accounted
for 62 percent of total acreage. Central Canada and Western Canada accounted
for 6 and 3 percent, respectively, of 1981 certified acreage.

Acreage planted in certified seed potatoes 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
certification. During 1977-81, the share of certified round white seed potato
acreage declined from 73 to 60 percent of the total that of russet potato
acreage increased from one-fifth to one-third. The share of the acreage
planted in certified round red seed potatoes remained relatively unchanged,
annually ranging from 5 to 8 percent of the total during 1977-81. The
following tabulation, as compiled from data published by the United Fresh
Fruit and Vegetable Association, Alexandria, Va., shows the percentage
distribution of Canadian potato acreage passing certification, by specified
seed potato types:
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Year : 53;22 ; Russet i RO:Z: f Total
: - Percent
1977 : 73 : ) 20 : 7 : 100
1978 - : 70 : 24 ¢ 6 : 100
1979 : 68 : 27 5 : 100
1980 : 60 : 34 : 6 : 100
1981 - i 60 : 32 : 8 : 100

Production costs

Detailed cost-of-production studies for Canadian potatoes are not
undertaken on a regular basis. However, since potatoes were designated for
price support in 1981 under the 1979 Eastern Canada Potato Stabilization
Program, support-price calculations were made by the Canadian Government, and
in conjunction with these calculations, certain cost of production data
(termed "out-of-pocket costs"”) were developed for potato growers in Prince
Edward Island, New Brunswick, Quebec, and Ontario.

Cash costs converted to U.S. dollars per hundredweight (as of Jan. 1) for
potato production in Eastern Canada and Ontario are shown in the tabulation
below: 1/ '

Prince Edward New ’
Crop year Island Brunswick Quebec Ontario Average
1976/ 77--————- 2.54 2.84 3.02 2.09 2.61
1977/ 78-—~-- —_ 2.29 2.39 2.14 1.66 2.13
1978/79-==~——- 1.97 1.97 2.02 1.68 1.91
1979/ 80-———- — 2.04 - 2,04 2.35 1.99 2,12

Seed and fertilizer costs were the most important cost elements of total costs,
and generally, each accounted for about 20 percent of total cost. Other
important elements of total cost were labor and spray.

Costs in Prince Edward Island declined from $2.54 per hundredweight
(U.S.) in 1976/77 to $1.97 per hundredweight in 1978/79 and then increased
slightly to $2.04 per hundredweight in 1979/80 (table 40). In 1979/80, seed
costs were the most important cost element of total costs and accounted for 26
percent of the total. Other important cost factors for production in Prince
Edward Island and their respective share of total costs were spray (19
percent), fertilizer (13 percent), and labor (11 percent). Costs in

41

}j Eastern Canada includes Prinée Edward Island, New Brunswick, and Quebec.
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New Brunswick also declined during 1976/77 to 1978/79, .from $2.84 to $1.97 per
hundredweight and then increased to $2.14 per hundredweight in 1979/80 (table
41). The most important elements of cost and their respective share of total
costs for 1979/80 were as follows: Fertilizer (21 percent), seed (18 percent),
labor (16 percent), and spray (9 percent). From 1976/77 to 1979/80,
production costs in Quebec declined irregularly from $3.02 per hundredweight
to $2.35 per hundredweight (table 42). Important cost elements for 1979/80
were as follows: Fertilizer (34 percent), seed (21 percent), labor (19
percent), and spray (10 percent). Costs in Ontario increased irregularly from
1976/77 to 1979/80 from $2.09 per hundredweight to $1.99 per hundredweight
(table 43). The most important ele<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>