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UNITED STATES INTERNATIONAL TRADE COMMISSION
: Washington, DC

Investigation No. 731-TA-287 (Final)

IN-SHELL PISTACHIO NUTS FROM IRAN

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an industry in the United States is threatened
with material injury by reason of imports from Iran of pistachio nuts, not
shelled, provided for in item 145.26 of the Tariff Schedules of the United
States, which have been found'by the Départment of Commerce fo be sold in the
United States at less than fair value (LTFV). The Commission further
determines that the threat of material injury would not have resulted in
actual material injury but for the suspension of liguidation. 2/ In addition,
‘since the Commission finds that there is only a threat of material injury, the

quastion of critical circumstances is not addressed. 3/

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).
2/ This determination is based on section 735(b)(4)(B) of the Tariff Act of
1930 which states:
If the final determination of the Commission is that there is no material
injury but there is threat of material injury, then its determination
shall also include a finding as to whether material injury by reason of
‘the imports of the merchandise with respect to which the (Department of
Commerce) has made an affirmative determination under subsection (a) of
this section would have heen found but for any suspension of liquidation
of entries of the merchandise.
19 U.S.C. § 1673d(b)(4)(B).
3/ Since the Department of Commerce affirmatively found critical
circumstances, section 735(b)(4)(A) of the Tarift Act of 1930 requires that:
the final determination of the Commission shall include a finding as to
whether the material injury is by reason of massive imports described in
subsection (a)(3) to an extent that, in order to prevent such material
injury from recurring, it is necessary to impose the duty imposed by
section 731 retroactively on those imports.
19 U.S.C. § 1673d(b)(4)(A). Since we do not find that there is "material
injury® but only threat of material injury, the statute does not allow us to
reach the question of imposing retroactive antidumping duties.



Background

The Commission instituted this investigation effective March 11, 1986,
following a preliminary determination by the Department of Commerce that
imports of certain in-shell pistachio nuts from Iran were being sold at LTFV
within the meaning of section 731 of the Act (19 U.S.C. § 1673). Notice of
the institution of the Commission's investigatjon and of a publiq hearing to.
be held in connection therewith was given by posting copies of the notice in
the Office of the Secretary, U.S. International Trade'Commission, Washington,

DC, and by publishing the notice in the Federal Register of April 2, 1986 (51

F.R. 11359). The hearing was held in washington, DC, on May 21, 1986, and all
persons who requested the opportunity were permitted to appear in person or by
counsel.

The Commission transmitted its determination in thisyjnvegtjgatign to the
Secretary of Commerce on July 8, 1986. The views of the Commission are
contained in USITC Publication 1875 (July 1986), entitled "In—Shell Pistachio
Nuts from Iran: Determination of fhe Commission in Investigation No.
731~TA--287 (Final) Under tﬁe Tariff Act of 1930, Together Nith_the Information

Obtained in the Investigation."



VIEWS OF VICE CHAIRMAN BRUNSDALE, COMMISSIONER STERN,

COMMISSIONER ECKES, COMISSIONER LODWICK, AND COMMISSIONER ROHR

We determine that an industry in the United States is threatened with
material injury by reason of imports of pistachio nuts from Iran that are
being sold at less than fair value (LTFV). y Our'determination in this
investigation is based upon a number of factors. First, the condition of
the domestic industry has deteriorated steadily throughout the period of
investigation. Second, imports from Iran have increased rapidly both in
absolute terms and as a percentage of domestic consumption. Third, therg has
beén a substantial increase in inventories of imported pistachios. Fourth,
Iran has the ability to continue to increase imports in the future. Finally,
imports from Iran have had, and will continue to have, a significant
depressing effect on U.S. prices.

We further determine that the threat of material injury would not have
resulted in actual material injury'"but for" the suspension of
liquidation. 2/ Our determination on this issue is based on our examination
of the rate that imports of raw, in-shell pistachios from Iran were entering

the country and changes in the condition of the domestic industry.

1/ Material retardation is not at issue in this investigation and will not
be discussed further.

2/ 19 U.S.C. § 1673d(b)(4)(B).
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The like product and the domestic industry ;(

Like product--The imported product which is the subject of this
investigation is raw, in-shell pistachio nuts from Iran. The imported nuts
have been semi-processed, that is, the.imported nuts have been hulled, washed,
dried, and graded, but not salted and/or dyed or roasted.

Pistachio nuts are a tree crop that yield nuts on an alternate bearing
cycle in which one year's heavy crop is followed the next year by a light
crop. The trees do not bear a significant_crop until they are seven to ten
years of age, when a tree should yield between 25-100 pounds §f nuts per
harvest. They reach full maturity at 20 years of age, and continue to bear at
full capacity for up to 40 years. A/

When harvested, pistachios consist of an edible nutmeat surrounded by a
hard shell which is enclosed within a soft hull. The term “in-shell”
pistachios refers to nuts from which the hull has been removed. The dehulled

nuts are dried to a moisture content of 4 to 6 percent to prevent spoilage.

3/ Section 771(4)(A) of the Tariff Act of 1930 defines the “domestic
industry” as "[t)he domestic producers as a whole of a like product, or
those producers whose collective output of the like product constitutes
a major proportion of the total domestic production of that product.”
19 U.S.C. § 1677(4)(A). The statute defines "like product" as *[a]
product which is like, or in the absence of like, most similar in
.characteristics and uses with, the article subject to investigation .

." 19 U.S.C. § 1677(10). Thus, the Commission must first determine
the appropriate like product. We then consider which firms in the
United States are domestic producers of that product in order to define
the domestic industry.

-4/ 'Report to the Commission (Report) at A-3-A-4.
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Nuts dried to a four to six percent moisture content are termed “"raw" by the
industry. 3/

Both the imported and domestic raw in-shell pistachios have the same
characteristics,'élthough they coﬁe in a variety of grades and sizes. There
are three U.S. grades based on damage and other defects to the pistachio
nuts: U.S. Fancy, U.S. No. 1, and U.S. No. 2. Further, pistachios fall into
four size categories: very large (18-22 nuts per ounce), large (21-26), medium
(26-30), and small (30-34). 8/ Both domestic and imported pistachios have
the same use; they are consumed in the United States alﬁost exclusively as
snack food. »

None of the parties to this investigation has disputed that domestic raw,
in—she11>pistachios are like imported raw, in-shell pistachios from Iran, nor
is there any information of record that suggests that they are not like on;
another. Therefore we conclude that domestic raw in-shell pistachio nuts that
have been harvested, hulled, dried to a moisture content of 4-6 percent, and
graded are like the imported raw, in-shell pistachio nuts.

Domestic Industry--The first commercial crop of'pistachios.in the United

States was harvested in 1976. Prior to that time imports supplied the entire

market. Iran has traditionally been the principal source of imported

°

pistachios. Between 1976 and 1979, the market share of domestic producers

.

increased from 1.3 percent to 14.9 percent. In 1980 imports dropped sharply

@

5/  1d. at A-4.

6/ Id. at A-41. while both Iranian and domestic pistachio nuts come in all
sizes, domestic pistachos are, on the average, larger than Iranian
pistachios. Id. at A-5.



from 24,551,000 pounds to 845,000 pounds due to an embargo on trade with Iran
and a severe frost in Iran that drastically cut Iranian production. At the
same time domestic production increased from 2,574,000 pounds in 1978 to
11,613,000 pounds in 1980 and captured-93.2 percent of the domestic
market. 1/ Further, capital expenditures by the domestic pistachio
growers increased from $3,846,000 in 1978 to $29,020,000 in 1980. 8/
The embargo on trade with Iran was lifted in January, 1981. Between
1981 and 1983 imports from Iran increased glowly but, in 1984, they quadrupled
achieving volume levels approximating the level reached prior.to the
embargo. 8/ Between 1980 and 1985 imports from Iran averaged in excess of
90 percent of total imports. 10/ Heahuhiie, domestic production continued
to increase in the heavy crop years from 26,900,000 pounds in 1980 to
63,100,000 pounds in 1984, 11/
The Commission has, under certain circumstances, defined a domestic
industry producing a processed agricultural product to include not only

processors but also the growers of the unprocessed agricultural raw'material

as well. The Commission makes that determination on a case-by-case basis by

1/ Id. at A-13, Table 3.

8/ Id. at A-30. Since trees do not bear aAsignifichnt erop until they are
7 to 10 years of age, most of the trees planted in the late 1970's are
just now beginning to have an effect on domestic production.

9/ Id. at A-13, Table 3.

10/ Id. at A-38.

11/ Id4. at A-13, Table 3. Production also increased in the light crop
years, 1981-85.
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analyzing the nature of the particular industry-uhder investigation. Some of
the criteria which the Commission has examined are whether there is a single
continuous line of production of the like product and whether there is a
common economic interest between thengrowers and the processors. This second
factor has been analyzed by examining such factors as 1nterlocking ownership
and the degree of economic integration, 12/

In the preliminary investigation, we included growers in the domestic
industry. We concluded that the producgion process did involve a single,
continuous line of production starting with one raw.materiél tha£ yields one
product—-raw in-shell pistachios: The pistachio nuts are not transformed into
a different article throughout the:proéess. The product remains substantially
unchanged. Furthermore, the Commission determined that there is a common
economic interest between the growers and the processors. Testimony at the
hearing_indicated that growers own processing companies that account for 40
percent of processing capacity 13/ and contractual relationships between '
growers and processors concerning payment terms exist that demonstrate the
requisite common economic interest. None of the parties has contested the

fact that growers should be included in the domestic industry nor is there any

new information that suggests that growers should not be included.

For a more in depth analysis of this issue, see "Legal Issues in Frozen

12/
Concentrated Orange Juice from Brazil", Inv. No. 731-TA-326
(Preliminary) GC-J-095 (June 13, 1986).

13/ Id. at A-8, n. 2,
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We therefore determine that the domestic industry producing the like

product consists of those producers that grow pistachio nuts and those firms

that process the pistachio nuts from hulling through grading.

Condition of the domestic industry

In addition to our consideration of the traditional indicia of the
condition of the domestic industry, 14/ we have also considered the special
nature of the agricultural product involved, analyzing the raw, in-shell
pistachio nut industry in light of the cyclical nature of pistachio trees
which results in alternating light and heavy crop years. The unique nature of
this industry requires that anglysis of much éf the relevant déta, especially
production and shipment data for growers and profitability data for both
growers and proceésors, focus on chgnges from one heavy crop year to another
heavy crop year and from one light crop year to another light crop year. Year
to'year changes' can be misleading. 15/

U.S. production and shipments of pistachios have risen throughout the
period of investigation. 1In 1982, a heavy crop year, production was
43,400,000 pounds, a 61 percent increase over 1980 levels. Production rose an

additional 45 percent in 1984, reaching 63,100,000 pounds. Production in the

light crop years increased form 14,500,000 pounds in 1981 to 27,100,000 pounds

14/ In making a determination as to the condition of the domestic industry,
the Commission traditionally considers, among other factors, changes in

U.S. production, shipments, consumption, capacity, capacity utilization,
market share, employment, wages, and profitability. 19 U.S.C. §
1677(7)(C)(iii).

15/ Report at A-3-A-4.
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. 16/ . . . .
in 1985. — Shipments by growers of harvested pistachios increased in the

heavy crop years from 18,600,000 pounds in 1980, to 37,500,000 in 1982, and to
45,300,000 in 1984. In the light crop years, growers' shipments increased
from 11,300,000 pounds. in 1981, to 21,000,000 in 1983, and to 22,600,000 in

1985. 17/ Processors' shipments of raw, in-shell pistachios increased

annually from 13,765,000 in 1981 to'§4,986,000 pounds in 1984. 18/

Between 1980 and 1985 domestic consumption of raw, in-shell pistachios
increased rapidly from 12,458,000 pounds in 1980 to 61,061,900 pounds in
1985. 19/ Despite these increasgs in consumption, éroduction and shipments,
the domestic industry's market share decliﬁed from 93.2 percen£ in 1980 to
56.3 percent in 1985, while the mafket éhare of Iranian imports rose from 6.3
percent to 42.3 percent during that same period. 20

Domestic processing capacity increased steadily from 37,433,000 pounds in

1982 to 58,841,000 pounds in 1985. Utilization of processing capacity was in

excess of 90 percent from 1982 through 1984, before dropping to 52.6 percgnt

in 1985. 21/

16/ 1Id. at A-14.

17/ I1d. at A-15.

18/ 1d. at A-17. Shipments by processors did not follow the year-to-year

fluctuations of U.S. growers' shipments because processors hold
inventories in the heavy crop years for sale in the light crop years.

19/ Id. at A-13, Table 3.
20/ Id. at A-40, Table 17.

21/ 1d4. at A-16, Table 4.



‘10

Data obtained from growers indicate that the average number of workers
rose from 1982 to 1983 before declining'iﬁ 1984 and 1985.. Further, wages paid
to those workers declined steadily from 1982 to 1985 even though the total
hours worked remained relatively stable; 22/ For proéessors, the data
indicate steady and significant growth in the average number of workers, hours
worked, wages paid, and total compensaﬁion from 1982 to 1985. 23/

The financial data obtained from growers, compared on an alternate year
basis, show consistent declines in profitability. ‘Net income in the heavy
crop years dropped from 31.5 percent of net sales in 1982 to 22.8 percent in
1984. 1In the light crop years net losses increased from 3.9 percent of net
sales in 1983 to 22.2 percent in 1985;_—£l Domestic processors' financial
performance followed a similar but less extreme pattern with net income in the
heavy years declining slightly from 1982 levels to 5.7 percent of net sales in:
1984, and in the light years declining from 4.8 percent of net sales in 1983
to a loss of 1.2 percent in 198S. 25/

In summary, despite the growth in consumption, production, and shipments,

the condition of the domestic industry has deteriorated steadily throughout

the period of the investigation.

22/ 1d. at A-26, Table 8.
23/ 14
24/ 1d. at A-28 and Table 10.

i
~
-
-3

. at A-32, Table 11. The actual figure for 1982 is confidential.
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Threat of material injury by reason of LTFV imports from Iran

In making a determination as to whether there is a threat of material
injury, the Commission is to consider, among other factors, (1) any rapid
increase in market penetration of the imports and the likelihood that such
penetration will reach an injurious level, (2) any substantial increase in
inventories of the imported product, (3) the likelihood of increased imports
in the fuiure because of increased capacity or existing underutilized capacity

in the foreign country, and (4) the probability that future imports will have
26/

a price depressing or suppressing effect in the domestic market.
Moreover, a finding of threat of material injury must be based on evidence

that the threat is real and that tﬁe injury is imminent and must not be based
. . 27/
upon mere conjecture or supposition. —
Imports of raw, in-shell pistachios have increased dramatically since the
embargo on trade with Iran was lifted in 1981. From 1982 to 1985 imports from
Iran rose steadily from 4,123,000 pounds to 25,841,000 pounds. 1In

January-March, 1986, imports reached 5,429,000 pounds compared with 2,323,000
pounds for January-March, 1985. 28/ Market penetration also rose

dramatically from 19.8 percent of consumption in 1982 to 42.3 percent in

198S5. 29/ During this period of rapid increase in both the volume and

26/ 19 U.S.C. § 1677(7)(F)(1).
21/ 19 U.S.C. § 1677(7)(F)(ii).
28/ Report at A-38, Table 15.
29/ 1d. at A-40, Table 17.
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market share of imports, the unit vélue of those impqrts declined steadily
from $2.30 in 1982 to $1.25 in January-March, 1986. 30/ 31/
Yearend inventories of raw, in-shell pistachios imported from Iran

declined to 319,000 pounds between 1982 and 1983, before increasiﬁé to 913,000‘
pounds in 1984 and further to 5,461,000 in 1985. The ratio of imports to
shipments, after dropping slightly in 1985, rose sharply from 18.9 precent in
1983 to 23.9 péréent in 1984, and to 44.3 percent in 1985. 32/

Iran is the world's lafgest producer of raw, in;shell pistachio

nuts. Production of pistachios rose from 49,600,000 pounds in 1982, to

86,000,000 in 1983, and further to 110,000,000 in 1984, more than douﬁle the
34/ : L

level qf apparent U.S. consumption. = The percentage of Iranian

production sold for export increased significantly between 1980 and

198S5. 33/
30/ 1d. at A-38, Table 15.
31/ Vice Chairman Brunsdale and Commissioner sterﬁ note that there is some

question about the final LTFV margin of 241.14 percent determined by the
Commerce Department. Respondents have alleged that the margin is due
solely to the use of official exchange rates proclaimed by the Iranian
government (approximately 90 rials to the dollar) instead of commercial
exchange rates (approximately 600 rials to the dollar). Petitioners did
not contest this allegation. Commerce, in its final determination
stated that it must use the rate supplied by the Federal Reserve Bank of
New York and that they supplied the official rate. 51 Fed. Reg.
18920-21 (May 23, 1986). The Commission does not have the authority to
recalculate the dumping margin supplied by Commerce. Review of
Commerce's determination is properly left to the courts.

1d. at A-35.
1d. at A-36.

1d. at A-36, Table 14.

w w w w
3 I
~ ~ ~ ~
-
(=N

i

The actual figures are confidential.
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Available pricing data indicate that prices for imported raw, in-shell
pistachios were consistently and significantly below prices for domestic
pistachios. Moreover, while direct ;omparisons of domestic and imported
pistachios present some difficultieé, 36/ the declining trends in prices
for both domestic and imported piétachios is unmistakeable.

Prices paid by roasters for large-sized imported pistachios dropped
steadily from $2.68 per‘pound in April-June 1982, to $1.23 per pound in
April-June 1985. Similarly, prices paid by roasters for medium-sized imported
pistachios declined from $2.23 per pound in JanuarY—Harch.1982, to $1.15 per
pound in July-September 1985. a1/ Prices received by domestic processors
and U.S. importers showed similar:treﬁds. 38/ Price trends for domestic
raw, in-shell pistachios do not follow the same pattern of consistent
declines, but prices for large- and medium-sized pistachios in 1985 are
significantly lower than in any previous period for which data are
available. 39/ Thus imports of raw, in-shell pistachios from Iran have had,

and will continue to have, a depressing.effect on domestic pistachio prices.

36/ Id. at A-44. Direct comparisons are difficult because of the wide
variety of pistachio sizes and the lack of conformity of size '
categories. Further, while most domestic pistachios fall into the large
category, most Iranian pistachios are in the medium category. Also
Iranian pistachios are only roughly graded and often must undergo
additional processing after importation to remove foreign debris prior
to roasting. Finally, shipment prices have often been set by contract

«well in advance of actual shipment.

37/ I1Id. at A-49-A-50, Table 21.

38/- Subsequent to the filing of the petition in this investigation, import
prices have risen somewhat.

39/ I1Id. at A-47-A-48, Table 20.
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Given the steadily deteriorating condition of the domestic industry

together with the rapid increase in imports from Iran in both absolute and

relative terms, the significant build-up of inventories of Iranian pistachios,

the enormous capacity of Iran to produce pistachios, the consistent pattern of

. . 40/ . . s .
underselling by Iranian imports, —  and steadily declining prices, we

conclude that the domestic pistachio industry is threatened with material

injury by reason of imports of pistachios from Iran. We further determine

that the threat of material injury would not have resulted in actual material

injury but for the suspension of liquidation.

|J:~

Vice Chairman Brunsdale notes that title VII requires the Commission to
“consider whether there has been significant price.undercutting by the
imported merchandise as compared with the price of like products of the
United States . . ." 19 U.S.C. § 1677(7)(C)(ii)(I). She believes,
however, that information generally collected by the Commission about
"underselling” does not have much bearing on "price undercutting".
Accordingly, the Vice Chairman does not generally consider the
“underselling-mar;ins“ set forth in the Commission reports to be
particularly persuasive evidence of price undercutting or probative of
'the issue of causation. In brief, when there are price differences
between the foreign and domestic products they are usually explained by
differences in the items compared. Rarely will all of the
characteristics of the imported product exactly match those of the
domestic product. For a more general discussion of underselling, see
Memorandum from Director, Office of Economics, EC-J-010 (January 7,
1986) at 8-22. -
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ADDITIONAL VIEWS OF CHAIRMAN LIEBELER .

Inv. No. 731~TA-287 (Final)

I determine that an industry in the United States is
threatened with material injury by reason of imports of
dumped pistachio nuts ffom Iran. I concur in the result
" reached by the majority with respect to like product,

1
domestic industry and condition of the industry. I

also join in the majority’s determination that the threat
of material injury would not have resulted in actual

material injury but for the suspension of liquidation.

Material injury by Reason of Imports

In order for a domestic industry to prevail in a
final investigation, the Commission must determine that

the dumped or subsidized imports cause or threaten to

1 .

With respect to domestic industry, I agree that the
growers should be included as part of the domestic
industry. I do not agree that the degree of interlocking
ownership is an important factor in this determination.
See Live Swine and Pork from Canada, Inv. No. 701-TA-224
(final), USITC Pub. 1733 (Additional and Dissenting Views
of Vice Chairman Liebeler).
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cause material injury to the domestic industry producing

the like product. First, the Commission must determine

whether the domestic industry producing the like product
is materially injured or is threatened with material
injury. Second, the Commission must determine whether any
injury or threat thereof is byvreason of the dumped or
subsidized imports. Only if the Commission answers both
questions in the affirmatiVe, will it make an affirmative

determination in the investigation.

Before analyzing thg data, however, the first
question is whether the statufe is clear or whether one
must resort to the legislative history in order to
interpret the relevant sections of the antidumping law.
The accepted rule of statutory construction is that a
statute, clear and unambiguous on its face, need not and
cannot be interpreted using secondary sources. Only
statutes that aré of doubtful meaning are subject to such

2
statutory interpretation.

The statutory language used for both parts of the

two-part analysis is ambiguous.  "Material injury" is

2
Sands, Sutherland Statutory Construction sec. 45.02
(4th ed.)
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defined as "harm which is not inconsequential, immaterial,

3
or unimportant." This definition leaves unclear what

is meant by harm. As for the causation test, "by reason
of" lends itself to no easy interpretation, and has been
the subject of much debate by past and present
commissioners. Clearly, well-informed persons may differ
as to the interpretation of the causation and material
injury sections of title VII. Therefore, the legislative

history becomes helpful in interpreting title VII.

The ambiguity arises 'in part because it is clear
that the presence in the United States of additional
foreign supply will always make the domestic industry
worse off. AAny time a foreign producer exports products
to the United States, the increase in supply, ceteris
paribﬁs,-must result in a lower price of the product than
would otherwise‘prevail. If a downward effect on price,
accompanied by a Department of Commerce dumping or subsidy
finding and a Cémmission'finding that financial indicators
were down were all that were required for an affirmative
determination, there would be no need to inquire further

into causation.

3
19 U.S.C. sec. 1977(7) (A) (1980).
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But the legislative history Shows'ﬁhat the mere
presence of LTFV.- imports is not sufficient to establish-
causation. In the legislative history.to the. Trade
Agreements Acts of 1979, Congress stated:

[T]héFITC will consider information which
indicates that harm is caused by factors other
than the less-than-fair-value imports.4
The Finance Comﬁittee emphasized the'heéd’for ah’e2£énSive
causation analysis, stating, "the Commisgion must Satisfy.
itself that, in light of all.the information presented, -
there is a sufficient causal link between tﬁe" N
5
less—thanffairﬁvalue imports and the requisite injury.".
The Senate Finance Committee acknowledged that the
causation analysis would not be easy: "The determination
of the ITC with respect to causation, is under current
law, and will be, under section 735, eomplex and

difficult, and is matter for the judgment of the ITC."

4

Report on the Trade Agreements Act of 1979, S. Rep. No.
249, 96th Cong. 1lst Sess. 75 (1979).
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Since the domestic industry is no doubt worse off by the

presence'of any imports (whether LTFV or fairly traded)
and Congress has directed that this is not enough upon
which to base an affirmative determination, the Commission
must delve further to find what condition Congress has

attempted to remedy.

In the legislative history to the 1974 Act, the Senate
Finance Committee stated that the law was designed to

prevent unfair price discrimination:

This Act is not a.’protectionist’ statute
designed to bar or restrict U.S. imports; rather,
it is a statute designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

- 7
United States industry.

Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm
results therefrom:
[Tlhe Antidumping Act does not proscribe
transactions which involve selling an imported

product at a price which is not lower than that
needed to make the product competitive in the

7 v
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 24
Sess. 179.
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U.S. market, even though the price of the
imported product is lower than its home market
’ 8
price.

This "difficult and conmplex" judgment by the
Commission is aided greatly.by the use of economic and
financial analysis. One of the most important assumptions
of traditional microeconomic theory is that firms attempt

9 : o
to maximize profits. Congress was obviously familiar

with the economist’s tools: "[I]mporters as prudent
businessmen dealing fairly would be interested in
maximizing profits by selling at prices as high as the

10
U.S. market would bear."

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a
conclusion. In accord with economic theory and the
legislative history, foreign firms should be presumed to

behave rationally. Therefore, if the factual setting in

Id.

9

See, e.g., P. Samuelson & W. Nordhaus, Economics 42-45
(12th ed. 1985); W. Nicholson, Intermediate Microeconomics
and Its Application 7 (3d ed. 1983).

10
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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which the unfair imports occur does not support any gain

to be had by unfair price discfimination, it is reasonable
to conclude that any injury or threat of injury to the

domestic industry is not "by reason of" such imports.

In many cases unfair price discrimination by a
competitor would be irrational. 1In general, it is not
rational to charge a price below that necessary to sell
one’s product. In certain circumstances, a firm may try
to capture a sufficient market share to be able to raise
its price in the future. To move from a position where
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which is necessary to meet competition. It ié this
condition which Coﬁgress must have meant when it charged
us "to discourage and prevent foreign suppliers from using
unfair price discrimination pfactices to the detriment of

11
a United States industry."

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

11

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179. .
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an affirmative finding under the law interpreted in light

' 19
of the cited legislative history.

The stronger the evidence of the following . . .

the more likely that an affirmative determination

will be made: (1) large and increasing market

share, (2) high dumping margins, (3) homogeneous

products, (4) declining prices and (5) barriers.

to entry to other foreign producers (low

_ , 13

elasticity of supply of other imports).
The statute requires the Commission to .examine.the volune
of imports, the effect of imports on prices, and the-

14
general impact of imports on domestic producers. The

legislative history provides some guidance for appiying
these criteria. The factors incorporafe both tﬁei
statutory criteria and the guidance'provided.by fhe
legislative history. Each of these factors is evalﬁafed
in turn. But first I will discuss the condition of the‘

domestic industry.

Causation analysis

Examining import penetration data is relevant because

unfair price discrimination has as its goal, and cannot

12 '
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

13
Id. at 1s.

14
19 U.S.C. 1677(7) (B)-(C) (1980 & cum. supp. 1985).
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take place in the absence of, market power. Import

penetration of réw, in-shell pistachibs from Iran as a
percentage of U.S. consumption has increased from 20
percent in 1982 to 42 percent in 1985. Imports from Iran
thus have captured a large and rapidly increasing market

share.

The second factor is a high margin of dumping. The

higher the margin, ceteris paribus, the more likely it is

that the product is being sold below the competitive

15
price and the more likely it is that the domestic

producers will be adversely affected. The margin of

dumping calculated by the Department of Commerce is 241
16

percent. This factor is consistent with unfair price

discrimination.

The third factor is the homogeneity of the products.
The more homogeneous the products, the greater will be the

effect of any allegedly unfair practice on domestic

15
See text accompanying note 8, supra.

16

Report at A-3. I join with Vice Chairman Brunsdale
and Commissioner Stern in their statement about the
exchange rates and dumping margins in footnote 32 of the
Views of the Commission, supra. I also note that the
level of export subsidies (approximately 57 percent) will
be subtracted from the dumping margin for cash deposit or
bonding purposes.
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producers. The parties to this investigation have not

contended that there are any substantial differences

between the products.

As to the fourth factor, declining domestic prices may
indicate that domestic producers are lowering prices to
maintain market share in the presence of an unfair price
discriminator. There are several different sizes of
pistachio nuts and the price trends diffgr depending on

17 .
the size. Thus, the price data is inconclusive.

The fifth factor is barriers to entry (foreign supply
elasticity). If there are barriers to entry (or low
foreign elasticity of supply) it is more likely that a
producer can gain market power. Imports of pistachio nuts
from countries other than Iran have been virtually
nonexistent.18 Given the wide fluctations in the
domestic price for pistachio nuts and the absence of

imports from other countries, there is little evidence to

suggest a high foreign supply elasticity.

17
Report at Table 20.

18
Id. at Tables 15 & 17.
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These factors must be balanced in each case to reach a

sound determination. In this case, all the factors lead
in the same direction. Market penetration is large and
increasing. The duméing margin is high. There appears to
be a low elasticity of foreign supply from countries other
than Iran. Thus, the factors when viewed together are

consistent with a finding of unfair price discrimination.

Conclusion

Therefore, I conclude that an industry in the United
States is threatened with material injury by reason of

dumped raw, in-shell pistachio nuts from Iran.






27

ADDITIONAL VIEWS OF VICE CHAIRMAN BRUNSDALE

I concur with my fellow colleagues in this investigation on
like product, condition of industry, and causation. Thus I -also
determine that an industry in the United States is threatened
with material injury by reason of imports of pistachio nuts from
Iran that are being sold at less than fair valué.

Furthermore, I agree with my colleagues that the appropriate
definition of the domestic industry in this investigation
includes both processors ‘and growers of raw, in-shell
pistachios. However, I reach this result by a somewhat different
line of reasoning than that of my fellow Commissioners in the

1l
majority opinion.

In my view, domestic producers of a raw material that is
embodied in the like product should be included in the relevant
domestic industry if these producers are subject to potentially
significant adverse effects due to dumped imports oftthe article

subject to investigation. 1In this case, this means that the

1

My views are also explained in Frozen Concentrated Orange Juice
from Brazil, Inv. No. 731-TA-326 (Preliminary), USITC Pub. 1873
(1986) at note 11.
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decision whether to include grdwers in the domestic industry
depends on the likelihood that a &écline in the demand for
domestic raw, in-shell pistachios will result in a significant
decline in the price of harvested pistachios. Based on the
evidence in this case I conclude that there is a single industry
comprised of processors and growers.

Finally, I believe that my methodology is closely related to

2
past practice of the Commission in other agricultural cases,

which emphasizes such factors as: (i) a continuous line of
production from the raw material to the like product and (ii) a
common economic interest between producers of the raw material
and producers of the like product. However I do not agree that

common and interlocking ownership is an important factor.

2

See Memorandum from the General Counsel, Legal Issues in Frozen
Concentrated Orange Juice from Brazil, Inv. No. 731-TA-326
(Preliminary) GC-J-095 (June 13, 1986) at 11-20.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 26, 1985, petitions were filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel for the
California Pistachio Commission; Blackwell Land Co.; California Pistachio
Orchards; Keenan Farms, Inc.; Kern Pistachio Hulling & Drying Co-Op; Los
Ranchos de Poco Pedro; Pistachio Producers of California; and T.M. Duche Nut
Co., Inc. The petitions alleged that an industry in the United States is
materially injured and threatened with material injury by reason of imports
from Iran of raw in-shell pistachio nuts, provided for in item 145.26 of the
Tariff Schedules of the United States (TSUS), which are being, or are likely
to be, sold in the United States at less than fair value (LTFV). 1/
Accordingly, effective September 26, 1985, the Commission instituted
investigation No. 731-TA-287 (Preliminary) under section 733(a) of the Tariff
Act of 1930 (19 U.S.C. 1673b(a)) to determine whether there was a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports of such merchandise
from Iran. 2/

As a result of its preliminary investigation, the Commission on November
12, 1985, notified Commerce that there was a reasonable indication that an
industry in the United States is threatened with material injury by reason of
imports from Iran of pistachio nuts, not shelled, provided for in item 145.26
of the TSUS, which were allegedly being sold in the United States at LTFV. 3/

On March 11, 1986, Commerce published in the Federal Register (51 F.R.
8342) its preliminary determination that imports from Iran of in-shell
pistachio nuts, provided for in item 145.26 of the TSUS, are being, or are
likely to be, sold in the United States at LTFV within the meaning of section
733 of the Act (19 U.S.C. 1673b) and that "critical circumstances" exist with
respect to such imports. 4/ As a result of Commerce’s affirmative preliminary
determination of LTFV sales from Iran, the Commission instituted investigation
No. 731-TA-287 (Final), effective March 1ll, 1986, under section 735(b) of the
Act (19 U.S.C. 1673d(b)), to determine whether an industry in the United
States is materially injured or is threatened with material injury, or whether
the establishment of an industry in the United States 1is materially retarded,
by reason of imports of such pistachio nuts from Iran. Notice of the
institution of the Commission’s final investigation and a public hearing to be

1/ At the same time the cited petitions were filed, the petitioners filed a
countervailing duty petition with Commerce concerning imports of such pistachio
nuts from Iran. Inasmuch as Iran is not a "country under the Agreement" within
the meaning of section 701(b) of the Tariff Act of 1930, as amended (19 U.S.C.
1671(b)), the Commission was not required to make an injury determination.

2/ In-shell pistachio nuts have not been the subject of any previous
statutory investigations by the Commission.

3/ In-shell Pistachio Nuts from Iran: Determination of the Commission in
Investigation No. 731-TA-287 (Preliminary) . . ., USITC Publication 1777,
November 1985.

4/ A copy of Commerce's preliminary determination is presented in app. A.
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held in connection therewith was given by posting copies of the notice in the
Office of the Secretary, U.S. International Trade Commission, Washington, DC,
and by publishing the notice in the Federal Register of April 2, 1986 (51 F.R.
11359). 1/

Also on March 11, 1986, Commerce'’s final affirmative countervailing duty
determination with respect to raw in-shell pistachio nuts from Iran was pub-
lished in the Federal Register. 2/ Commerce determined that certain benefits
which constitute bounties or grants within the meaning of the countervailing
duty law are being provided to growers, processors, or exporters in Iran of
such pistachio nuts. The estimated net bounty or grant was 99.52 percent ad
valorem.

On May 9, 1986, Commerce clarified the scope of its antidumping
investigation by publishing in the Federal Register its determination that
roasted in-shell pistachio nuts are of the same class or kind as raw in-shell
pistachio nuts. 3/ On May 23, 1986, Commerce issued its final determination
that imports of raw and roasted in-shell pistachio nuts from Iran are being
sold at LTFV and that critical circumstances exist with respect to imports of
raw in-shell pistachio nuts from Iran. 4/ However, on June 26, 1986, Commerce
published a notice in the Federal Register (51 F.R. 23254) that rescinded the
May 9, 1986, clarification and amended the notice of its final determination
insofar as it involved roasted in-shell pistachios. Accordingly, the scope of
Commerce’s antidumping investigation includes only raw in-shell pistachio nuts.

A public hearing was held by the Commission in connection with this final
investigation on May 21, 1986, in Washington, DC. 5/ The briefing and vote
was held on July 2, 1986.

Nature and Extent of the LTFV Sales

On May 23, 1986, Commerce issued its final determination that certain
in-shell pistachio nuts from Iran are being sold at LTFV. Commerce used the
best information available to estimate the weighted-average margins because
respondents did not submit adequate responses. Commerce determined the U.S.
price on the basis of the average f.a.s. value, as derived from the IM 145
statistics compiled by the Bureau of Census, for the 6-month period of
investigation--April-September 1985. Commerce used price information provided

1/ A copy of the Commission’s Federal Register notice is presented in app. B.

2/ As indicated previously, Iran is not a "country under the Agreement” and
the Commission was not required to make an injury determination.

3/ A copy of Commerce’s clarification notice is presented in app. A. Imports
of roasted in-shell pistachio nuts are classified in TSUS item 145.53. The
petition in the instant investigation did not address imports of roasted
in-shell pistachio nuts and they were not included within the scope of the
Commission’s preliminary investigation. Similarly, neither Commerce’s
preliminary determination nor the Commission’s institution notice in this
final investigation made reference to imports of pistachio nuts entering under
TSUS item 145.53.

4/ A copy of Commerce'’s final determination is presented in app. A.

5/ A list of witnesses is presented in app. C.
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in the petition to determine the foreign-market value. The price provided in
the petition is for Iranian raw in-shell pistachio nuts sized at 26 to 28 nuts
per ounce, a size representative of the imports from Iran, in May 1985.
Petitioners based the foreign-market value on a research study that analyzes
price information obtained from various Government sources and special
publications containing export data.

Commerce also found that critical circumstances exist with respect to
imports of raw in-shell pistachio nuts from Iran within the meaning of section
733(e)(1) of the Tariff Act of 1930. In making this determination, Commerce
found (1) that there have been massive imports of the product over a
relatively short period of time, 1/ and (2) that the margins calculated were
sufficiently large that the importers knew, or should have known, that the
merchandise was being sold in the United States at LTFV. Monthly imports of
raw Iin-shell pistachio nuts from Iran during January 1984-April 1986 are shown
in appendix D. Since there was no allegation of critical circumstances for
imports of roasted in-shell pistachio nuts, Commerce did not make such a
determination for roasted in-shell pistachio nuts.

The final weighted-average LTFV margin found by Commerce was 241.14
percent. In accordance with section 733(d) of the Tariff Act of 1930, on
March 5, 1986, Commerce directed the U.S. Customs Service to suspend
liquidation of all entries of the subject in-shell pistachio nuts from Iran.
Liquidation was to be suspended on all unliquidated entries filed for
consumption on or after December 11, 1985. On May 23, 1986, liquidation of
all entries, or withdrawals from warehouse for consumption, of the subject
merchandise was to continue to be suspended, and Customs was directed to
collect a cash deposit or bond equal to the estimated weighted-average margin
of the entered value of the merchandise.

Article VI. 5 of the General Agreement of Tariffs and Trade provides that
"(n)o product . . . shall be subject to both antidumping and countervailing
duties to compensate for the same situation of dumping or export
subsidization.” This provision is implemented by section 772(d)(1) (D) of the
Tariff Act of 1930. Since the dumping duties cannot be assessed on the
portion of the margin attributable to export subsidies, there is no reason to
require a cash deposit or bond for that amount. Therefore, the level of
export subsidies as determined in the final affirmative countervailing duty
determination 2/ on pistachio nuts from Iran will be subtracted from the
dumping margin of 241.14 percent for cash deposit or bonding purposes.

The Product

Description and uses

Pistachio nuts are a tree crop. The trees are deciduous (leaf dropping)
and dioecious (the male trees are pollen bearing and the female trees are nut
bearing); they yield nuts on an alternate bearing cycle in which 1 year's

1/ In determining whether there have been massive imports over a relatively
short period of time, Commerce considered the volume and value of the imports
and the seasonal trends of the imports.

2/ The estimated net bounty or grant was 99.52 percent ad valorem.
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heavy crop is followed the next year by a light crop. 1/ The male flowers
open earlier than the female flowers and pollinate the latter as wind carries
the pollen. After pollination, the nutmeat rapidly expands and f£ills the
shell, with the hard shell cracking when the nut is mature. The reddish
fruits, known as drupes, are borne in clusters. The trees do not bear a
significant crop until they are 7 to 10 years of age, when a tree should yield
25 to 100 pounds of nuts per harvest, and they do not reach maturity until
they are 20 years of age. Mature pistachio trees bear at full capacity for up
to 40 years. The trees thrive in areas which have winters cool enough to
break bud dormancy and long, hot summers to ripen the nuts.

Although the trees are able to survive droughts, they need adequate
moisture in the summer months. In the drier regions of California, such as
the San Joaquin and Sacramento Valleys, irrigation is necessary, primarily by
a low pressure drip system or dragline sprinkler system. Although it is
necessary to irrigate, pistachio trees do not tolerate prolonged wet
conditions that may occur in poorly drained soil.

Pistachio trees are susceptible to verticillium wilt disease (a soil-borne
fungus that causes branches to di€), which is most prevalent on land previously
planted with cotton. As this and other diseases to which the trees are
susceptible become known to the industry, research is initiated by plant
pathologists at various universities to develop disease-resistant seedlings.
One of the responsibilities of the California Pistachio Commission is to fund
the research necessary to obtain and disseminate accurate scientific data and
information to combat various diseases and increase pistachio nut yields. 2/

When harvested, 3/ pistachios consist of an edible nutmeat surrounded by
a hard shell, which is enclosed within a soft hull. The term "in-shell"
pistachios refers to nuts from which the hulls have been removed, leaving
the inner shell and the edible nutmeat, which is covered with a brown seed
coat. Mechanical harvesting of the nuts allows foreign material such as
sticks, leaves, rocks, etc., to be included with the nuts. A typical
flowchart for cleaning the nuts is shown in figure 1. The dehulled nuts,
which contain approximately 45 to 50 percent moisture content, must be dried
before storage or exportation to a 4 to 6 percent moisture content to prevent
spollage. The nuts are dried with forced air at 150 to 160 F. Nuts dried to
a 4 to 6 percent molsture content are termed "raw" by the industry. 4/

1/ The petition states that the off-year crop of a mature tree averages
about 60 percent of the on-year crop size.

2/ The California Pistachio Commission was established in 1981 by a
referendum sponsored by the California Pistachio Association to deal with
problems that affect tree yield, marketing research and public relations, and
to expand domestic demand for pistachio nuts, transcript of the hearing, p. 15.

3/ In the United States, pistachio nuts are mechanically shaken from the
trees onto catching frames and then placed in bulk bins.

4/ The pistachio nuts imported from Iran are also raw, having been dried to
the 4 to 6 percent moisture content necessary for exportation. In preparation
for shipment, the nuts are sorted according to size and packed in bags of
approximately 70 kilos each.
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Figure 1.—Cleaning flowchart.
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Source: Michael O'Brion.‘Ph.D.. P.E.. ot al., Principles & Practices for Harvesting & Handllng
Frults & Nuts. (Westport, CT. AVI Publishing Co., Inc.), 1983, p. 604. )

Raw in-shell pistachios come in a variety of grades and sizes. There are
three U.S. grades for rav, in-shell pistachios: "U.8. Fancy,” "U.S. No. 1,"
and "U.S. No. 2," each with specified tolerances relating to damage and other
defects. Most U.S. pistachios range in size from 21 to 24 in-shell nuts per
ounce; those from Iran, on the average, are smaller. Hovever, both U.S.
pistachios and those imported from Iran are sold in the United States in all
sizes and grades.

The rawv pistachios, both domestic and imported, must undergo a further
drying process (roasting) in which the moisture content is brought down to
about 2 percent. 1/ Roasted pistachios also may be salted and dyed before
they are sold in the United States. 2/ Pistachios are consumed in the United
States almost exclusively as a snack food. According to testimony at the
Commission’s hearing, there is little demand for pistachios sold out of the
shell as nut meats, 3/ and almost 90 percent of the crop is sold to consumers
without having had the shell removed.

1/ The petition notes that pistachios can be consumed raw but normally are
roasted.

2/ Methods of harvesting and sorting pistachios used by growvers in Iran tend
to cause shell blemishes. U.S. processors traditionally have dyed these
pistachios red to conceal such blemishes. U.S. harvesting and processing
methods, by contrast, prevent much of the shell bruising and blemishes, and
currently most California pistachios are marketed in their natural state.

3/ Transcript of the hearing, p. 12. Pistachio nutmeats are used as flavor-
ings in such products as ice cream, candy, dessert puddings, and baked goods.
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U.S. tariff treatment

Imported raw in-shell pistachio nuts are classified in item 145.26 of the
TSUS. The rate of duty for imports of such nuts from countries afforded
most-favored-nation (MFN) treatment i{s currently 0.45 cent per pound; for
imports from designated Communist countries, the current rate of duty 1is 2.5
cents per pound. Imported roasted in-shell pistachio nuts are classified in
TSUS item 145.53, as shelled and otherwise prepared or preserved pistachios.
The rate of duty for imports of pistachios classified in item 145.53 is 1 cent
per pound from MFN countries and 5 cents per pound for imports from designated
Communist countries. Imported pistachios classified in items 145.26 and
145.53 from designated beneficiary developing countries are eligible for
duty-free treatment under the Generalized System of Preferences, as are
imports from Israel and from eligible countries under the Caribbean Basin
Economic Recovery Act.

On September 18, 1985, the U.S. Customs Service published in the Federal
Register (50 F.R. 37842) a notice rescinding a previous ruling and issuing a
new ruling with respect to the marking of imported pistachio nuts. 1/ Under
the rescinded ruling, imported pistachio nuts that were processed by roasting
did not subsequently need to be marked as products of the country of growth,
but were instead considered a product of the country where the roasting was
performed. After further investigation, Customs decided that roasting;
roasting and salting; or roasting, salting, and coloring of pistachio nuts,
without further processing, do not result in a substantial transformation of
the raw pistachio nuts into new and different articles of commerce.
Accordingly, effective October 18, 1985, Customs ruled that the containers of
such products must now be marked to indicate the country of origin (growth) of
the raw products.

U.S. Growers

Pistachio trees were first introduced into the United States by the
Federal Patent Office in 1853-54. The trees first planted in California in
1876 came from France. Nearly all of the U.S. pistachio crop (99 percent) is
grown in California, 2/ where there are 47,200 acres of trees (31,700 acres of
bearing trees and 15,500 acres of nonbearing trees) and where all initial
processing of domestic nuts is performed (table 1).

The area devoted to pistachio production in the United States has
expanded rapidly since 1976, when the first commercial crop was harvested. 3/
Since 1980, total pistachio acreage has increased from 36,832 acres to 47,200
acres in 1985. From 1979 to 1982, new planting of pistachio trees increased
by 11,505 acres, or over 3,800 acres annually. However, the expansion in
pistachio tree planting has slowed significantly in more recent years. New
plantings totaled only 1,569 acres in 1983 and only 186 acres in 1984. New
plantings in 1985 were about as large as those in 1984. U.S. growers reported
in their questionnaire responses that the wvast majority of their trees are

1/ The Customs Service’s Federal Register notice is presented in app. E.
2/ There have been some trial plantings in Arizona and New Mexico.
3/ There were 4,350 acres of pistachio-bearing trees in 1976.
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Table 1.--California pistachio nuts: ' Bearing and nonbearing acreage and
increase from previous year, 1980-85 :

: : : Increase
Year : Bearing : Nonbearing : Total = : from pre-
: S s - vious year

1980 - - cmcmmmeeemae : 25,430 11,402 36,832 : 3,108

1 K73 27,514 : 13,712 : 41,226 : 4,394
1982-~ccmccmmmem e : 28,400 : 16,829 : 45,229 : 4,003
1983 -ccccmmmme e : 31,060 : 15,738 : - 46,798 : 1,569
1984----c-cmcemmeeeaaas : 30,597 : 16,387 : 46,984 : 186
1985 1/-----ccomcmeo- : 31,700 : 15,500 : 47,200 : - 216

1/ Estimated.

Source: California Crop and Livestock Reporting Service.

between 8 and 16 years old. Industry sources indicated that lower prices for
raw in-shell pistachios has been the principal factor 1nf1uenc1ng growers'’
decisions not to expand plantings. 1/

There are approximately 500 pistachio growers in the United States, most
of them small. The Commission received responses from 40 growers, both large
and small, which accounted for over 55 percent of production in crop year 1985,
as reported by the U.S. Department of Agriculture (USDA) and the Califormia
Pistachio Commission (see page 14). Eight entities 2/ accounted for almost 85
percent of the total production reported by questionnaire respondents during
crop year 1985. 3/ ) '

U.S. Processors

Data are not available on the exact number of firms that process
pistachio nuts, but it is believed that about 30 firms, located principally
in California, perform the bulk of the processing. Within 24 hours after
harvesting, the hull surrounding the pistachio must be removed to prevent
staining and blemishing of the shell. The hull is removed by rolling the nuts
between two abrasive rollers, over which water 1is sprayed to flush the hulls
through an opening in the machine. 4/ Processing the hulled nuts consists of
floating out the empty or unsplit nuts (called floaters) from those that are
split, mechanical sorting of split and unsplit nuts, and the removal of
blemished nuts by use of an electronic sorter. The electronic sorter has two
counter-rotating rollers that feed the nuts single file into a scanning head
with a set norm signal. The nuts are scanned from two sides by photocells; if

1/ Transcript of the hearing, pp. 29-31. ‘

2/ % % %, 1In the pistachio industry, a "ranch" is the business unit, and it
may consist of a number of orchards.

3/ Pistachio nuts are harvested in September and October. so the U S. crop
year runs from Sept. 1 to Aug. 31,

4/ Nut hulls can be used as animal feed and as fuel in the drying operations
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the nuts are lighter or darker than the norm, they are ejected by an air valve
down a reject chute. By adjusting the filters in front of the photocells, it
is possible to adjust for the desired sort. Hulling and drying are generally
performed by processors that purchase directly from the growers. 1/ Before
distribution for sale to the consumer, pistachios are graded, sized, roasted
and salted, and placed in consumer packages. Both of the last two steps may
be performed by the original processor or by roasters/salters and "rebaggers."

Although growers and processors perform distinct functions, there is a
significant amount of vertical integration. Some processing companies are
owned by growers, some processors own pistachio acreage, 2/ and some are
cooperatives of growers. In 1985, two cooperatives accounted for 18 percent
of the acreage devoted to pistachio production and * * * percent of the
production, as shown in the following tabulation:

Number of farms Total acreage Production
(1,000 pounds)

Kern Pistachio Co-op ‘
1982-----cmcmcceccceaaa 20 4,291

Fedcke
1983------cmecmmmece--- 20 . 4,291 ik
1984---rmcccmccncaacaan . 20 , 4,291 ik
1985--c-c-caccanaoa- ———- 20 ' 4,291 deick

Pistachio Producers of
California . _ :
1982--ccccmcccceeea- -——- 104 3,557 badaded
1983---cmcmmccmenieaae 107 3,786 bzt
1984cccccmcccaecaaann 107 . 3,714 ik
1985-ccccmm e ceeea 114 4,012 dedck

Source: Califorﬁié Pistachio Commission.

U.S. Roasters

The Commission does not have complete data concerning firms involved in
roasting pistachio nuts, but it received questionnaire responses from 12
roasters located mostly in the Northeast and in California. Of the reporting
firms, two are processors/roasters of U.S.-grown pistachio nuts, two are
growers and processors/roasters of pistachio nuts grown on their ranches and
on other local ranches, one is a grower that has another firm process the nuts.
before roasting them at its ranch, and seven firms only roast the processed
nuts. Most of the seven firms that only roast the nuts reported purchases of
U.S.-grown pistachio nuts and Iranian-grown pistachio nuts imported through
third countries or through import brokers. As mentioned earlier in the
report, most pistachio nuts are sold salted and roasted in-shell for snack
food. The nuts are salted by quickly exposing them to a saturated brine

1/ Once pistachios have been hulled and dried, they may be stored for up to
1 year. .

2/ Witnesses for the petitioners testified at the hearing (transcript, p. 13
and pp. 40 and 41) that about 40 percent of the pistachio nuts grown
domestically are processed by concerns related through interlocking ownership
to the growers of the pistachios they process.
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solution anéd then dryroasting them in ovens, thereby darkening the kermels and
making them crunchy. Roasting the pistachio muts reduces their moisture
content to about 2 percent.

U.B. lmporters

The Commission mailed spproximately 75 importer questionnaires to firms
listed in the U.5. Custom’s net importer file as importers of rav in-shell
pistachio nuts from Iran in fiscal years 1983-85 and to roasters selected from
the Thomas Grocery Register 1983. 1/ Most of the questionnaires received by
the Commission indicate that Iranian rav in-shell pistachio nuts are exported
through third countries such as the United Arad Emirstes and Vest Germany, and
the firms that purchase pistachio nuts from importers are awvare of their
country of origin. The Commission received a response from Talos International
Corp. showing imports in 1985 of Iranian pistachio nuts that were roasted in
% % % prior to importation.

The U.5. Market

Channels of distribution

Figure 2 traces the flov of domestically grown pistachio nuts from the
tree to packaging. Once processed to the raw dry stage, the pistachios enter

Mgure 2. —Precessing Nowoharn .

:;ku:‘c‘ Loaded mo Trucked to
rom trees oorRainers tuler /aryer
Cisanec of
Washeco e roc A — Baves and
twigs
m" .' ¥ em———— Dryng ) o——— Qracing
Packagng \ Sarng
{oonsurne P— Roastng A — /o
o buk: Gyeing

Source  Caltorria Mstachic Corrvression

1/ The Commission sent both roaster and importer questionnaires to firms
believed to be roasting in-shell pistachio nuts, since many roasters purchase
both imported and domestic rav in-shell pistachio nuts for resale to
rebaggers, distributors, and retail outlets. Most of the responses received
by the Commission were from roasters.
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one of two chains of distribution. Pigure 3 fllustrates the various market
paths for in-shell pistachio muts. As indicated previously, the hulling and

Pigure 3. =Channels of distribution for in-shell pistachio nuts.

U.§. prowers
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drying (to a 4 to 6 percent moisture content) is generally performed by
processors that purchase directly from the growers. 1/ More than one-half of
U.S.-grown pistachios are subsequently sold by the original processors to
roasters that further dry the nuts (to about a 2 percent moisture content) and
generally salt and sometimes dye them for ultimate distribution to consumers.
Those domestic raw pistachios (L{.e., those which have had the hulls removed
and have been dried to a 4 to 6 percent moisture content) not sold by the
original processor to roasters have similar additional processing operations
performed on them by the original processor, which then either sells them to
rebaggers, distributors, or retail outlets.

Imports of raw in-shell pistachio nuts from Iran enter the distribution
process immediately after the step marked "Grading" on figure 2. 2/ Because
these imported nuts need further processing, they are generally entered either
by roasters/salters or by importers who in turn sell them to roasters/salters.
After further processing (which generally includes dyeing them red in order to
cover shell blemishes), 3/ the imported pistachios are sold to rebaggers,
distributors, or retail outlets.

Apparent U.S. consumption

Data published by USDA on apparent U.S. consumption of pistachios
(including those sold as shelling stock) during crop years 1981-85 (i.e.,
Sept. 1 of a given year to Aug. 31 of the following year) are shown in table
2. As indicated, such consumption rose from 24 million pounds in crop year
1981 to 44 million pounds in crop year 1983, or by 82 percent. Consumption

1/ A witness for the petitioners (who reported that his firm handles about
25 percent of the U.S. crop) testified at the hearing (pp. 41 and 42) that
most contracts with growers are on a 5-year basis, although some run year to
year. "The terms of a typical contract provide that we will take and market
all, or a particular quantity, or a portion of a grower’s crop, for some
growers split their crop among several processors, and pay the grower a price
dependent on a number of factors. First, we determine an opening price based
on the size of the domestic crop, the carryover from the previous crop,
competing import crops, and the price of competing nuts other than
pistachios. Then we will assess the relative mix among the particular
grower's crops, of different grades, qualities, sizes of pistachios, including
whether the shell has split or is closed and must be shelled, and whether the
shells are clean or stained. We determine an average price for each grade
based on what we think we can get in the market for roasted or raw
pistachios. Starting with this marketing price, we back out our processing
and roasting costs, plus some level of return. The difference is the price we
ultimately pay to our growers. Because we market pistachios throughout the
year, we do not know the final actual price we will pay the growers until the
end of the contract period. Typically, we will establish an initial base
price after the year'’s harvest, which is really based only on an estimate of
what we think or hope the price will be."

2/ Imports of roasted in-shell pistachio nuts enter the distribution process
at the last step, usually to rebaggers and distributors.

3/ Transcript of the hearing, p. 36.
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Table 2.--Pistachio nuts: U.S. production, imports, exports, change in stocks,
and apparent consumption, crop years 1981-85 1/

U.S. : : : Change : Apparent : Ritio of
: : : : : : mports
Crop year . pro- | Imports _ Exports . in : con- . to con-
* duction ° : . stocks ' sumption |
: : : : : : sumption
------------------ 1,000 pounds-------~-w-ueo------ : Percent

198l-----cceeao : 14,550 : 4,541 1,071 : -6,400 ; 24,420 : 18.6
1982---c-cmuu- 43,430 7,046 : 6,537 : 10,399 : 33,540 : 21.0
1983----nmcena-- : 26,455 : 16,704 4,120 : - -5,406 : 44,445 37.6
1984---cccwcunn- : 63,052 : 18,210 : 5,679 : 10,582 : 65,001 : 28.0

1985 2/--------- T 24,912 @ 22,046 : 4,189 : -14,771 : 57,540 : 38.3

1/ The crop year begins on Sept. 1 of the year shown and ends on Aug. 31 of
the following year.
2/ Estimated.

Source: U.S. Department of Agriculture, Foreign Agricultural Service,
Horticultural and Tropical Products Division.

again increased sharply in crop year 1984, rising to 65 million pounds, or 46
percent greater than consumption in crop year 1983. Apparent consumption is
projected to decline in crop year 1985 to 58 million pounds, or by 11 percent.

Data on apparent U.S. consumption of raw in-shell pistachio nuts on a
calendar-year basis during 1974-85 are shown in table 3. 1/

Consideration of Alleged Material Injury to
an Industry in the United States

The petitioners maintain that "Because the supply is fixed for any crop
year, the domestic industry can respond to an influx of lower priced imports
only by lowering prices. Thus, some of the usual indicators used by the ITC
are inappropriate for pistachios. Inappropriate indicators include production
levels, shipments and employment levels. Other indicators of injury are quite
appropriate. These Indicators of injury include financial results of growers
and investment trends. The inappropriateness of some of the usual indicators

1/ These data were obtained from table A-4 of exhibit 7 of the petition.
Because data on processors’ shipments were not available prior to crop year
1981 and because the petitioners did not have estimates of importers’
inventories, they used two alternative methods of computing apparent
consumption. One method was based on processors’ shipments and the other was
based on the annual domestic crop (annual crop deliveries of marketable raw
in-shell pistachios minus exports). Both methods were adjusted to convert the
data from a crop-year basis to a calendar-year basis. The two methods give
roughly similar results, but the petitioners maintain that the latter gives a
"more reasonable stream of consumption than does the other method, which
suffers from swings in estimated inventory levels."
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Table 3.--In-shell pistachio nuts: Available domestic crop, imports for
consumption, and apparent consumption, 1974-85

) Available f . f Apparent Ratio to
Year : domestic " Imports ' consump- consumption--
: : : Domestic :

crop 1/ - : tion : crop . Imports

------------- 1,000 pounds-------------- ~-----Percent-----
1974 -~ : 0 : 25,181 : 25,181 : - 100.0
1975---cccceaaa- : 0 : 18,523 : 18,523 : - 100.0
1976-----cmeuce-- : 264 19,428 : 19,692 : 1.3 : 98.7
1977 ---cvmcemm : 1,526 : 22,682 : 24,208 : 6.3 : 93.7
1978----ueca 2,571 : 16,311 : 18,882 : 13.6 : 86.4
1979---ccccecnan : 4,307 : 24,551 : 28,858 : 14.9 : 85.1
1980---ccmcca-n : 11,613 : 845 : 12,458 : 93.2 : 6.8
1981-----ccmcan : 15,821 : 3,144 18,965 : 83.4 : 16.6
1982---c-cccceana : 14,637 : 6,233 : 20,870 : 70.1 : 29.9
1983---cuecmea-- : 25,846 5,713 : 31,559 : 81.9 : 18.1
1984---c-coocaan : 25,374 21,776 : 47,150 : 53.8 : 46.2
3: 43.7

1985-------c---- : 34,383 : 26,678 61,061 : 56.

1/ Derived from annual crop deliveries of marketable raw in-shell pistachios
minus exports, with an adjustment to convert crop year to calendar year
deliveries.

Source: Table A-4 of exhibit 7 of the petition.

stems from the fact that supply each crop (year) is fixed. Lower prices,

however, should be directly felt in the bottom lines of the growers. If injury

is present, we should also expect to see changes in the trends for investment
in pistachio acreage. Processors’ investments depend on the size of the
California crop and will be unaffected by imports, except in the long run." 1/

Moreover, petitioners maintain that "The typical contract between growers
and processors places most, if not all, of the risks of unfair import
competition on the growers. Most U.S. growers sell their pistachios to the
processors right off the tree, unhulled and undried. The typical
grower-processor contract does not promise the grower a fixed price for the
crop. Instead, the processor undertakes only to pay a price to the grower
based on market conditions. In other words, the price the processor can get
in the market. If imports have depressed the market price for processed
pistachios, the growers will bear the loss in terms of the price they receive
from the processor." 2/

1/ Transcript of the hearing, p. 52. The petitioners contend that the
relevant domestic industry consists of growers, the processors that hull and
dry, and the processors that hull, dry, and roast the pistachios. Petitioners
also state that variable costs associated with pistachio cultivation
constitute only 25 percent of total production costs, and add that supply is
fixed by the size of each year’s crop, which, in turn, depends on investment

decisions made 10 or more years earlier (transcript of the hearing, pp. 48-50).

2/ Transcript of the hearing, pp. 12 and 13, and posthearing brief, p. 2.
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Counsel for respondents maintains that if there is any injury or price
suppression, it is due to a tremendous increase in U.S. production in the
1980’s and to poor management decisions that caused an increase in the amount
of shelled pistachios 1/ in 1984. 2/ A witness testified at the hearing that
demand for pistachio nuts is price elastic. In the on-years, when larger
crops are produced, prices go down and the crop sells well. In addition,
pistachio nuts are interchangeable in the consumer’s mind with many other
types of nuts, such as cashews and peanuts, and when pistachio nut prices are
low, they will command a large market. 3/

U.S. production

‘As indicated previously, the first commercial crop of pistachio nuts in
the United States was harvested in 1976. Since that time, U.S. production has .
expanded greatly. Yield per acre also increased significantly as the trees
matured and became more productive. In 1982, a heavy crop year, production
was up 61 percent from that in 1980. In 1984, production rose an additional
45 percent from that in 1982. 1In 1985, a light crop year, production was up 3
percent from that in 1983 (compiled from data published by the USDA and the
California Pistachio Commission), as shown in the following tabulation: 4/

. , - Yield per
Crop year Production 1/ Bearing trees acre
(1,000 pounds) (Acres) (Pounds)
1976------------ 1,500 4,350 344
1977-----"-veuo 4,500 8,830 510
1978------------ 2,500 13,150 190
1979---------- 17,200 20,880 824
1980------cou-w- 26,900 25,430 1,058
1981------------ 14,500 27,514 527
- 1982---c-een-- -~ 43,400 28,400 1,528
1983------------ 26,400 31,060 850
1984----cccunn-- 63,100 30,597 2,062
1985---------- -- 27,100 31,700 855

1/ In-shell basis (includes pistachios sold as nutmeats).‘

1/ Petitioners testified at the hearing that, on a comparable
weighted-average basis, shelled pistachios have a lower value than in-shell
pistachios (transcript, p. 12).

2/ Petitioners stated in their posthearing brief that "Growers cannot have
profits on in-shell production when they have losses over-all because nutmeats
are a by-product of in-shell production and, therefore, the profitability of
in-shell production determines overall performance." (Posthearing brief,
PP. 5 and 6). '

3/ The petitioners estimated demand elasticity by looking at the role of .
cashews as a substitute product. In every instance, they found that the price
of cashews had no significant effect on the demand relationship between price
and consumption of pistachios (transcript of the hearing, p. 63). Petitioners
found a U.S. price elasticity of demand of about 1.5 (exhibit A, p. 3).

4/ Data obtained from questionnaire responses are presented in app. F.
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U.§. growers’ shipments

Inasmuch as growers do not normally carry stocks of pistachio nuts,
shipments by U.8. growers can be considered to bs identical with production.
For the heavy crop years, growers’ shipments of rav in-shell pistachio nuts in
1982 totaled 37.5 million pounds, double the 18.6 million pounds shipped in
1980. 1In 1984, shipments reached 45.3 million pounds, up 21 percent from
shipments in 1982. PFor the light crop years, shipments of rav in-shell
pistachio nuts by growers im 1983 totaled 21.0 million pounds, up 86 percent
from shipments in 1981. 1In 1985, shipments of rav in-shell pistachio nuts
reached 22.6 million pounds, up 8 percent from shipments in 1983. Pistachio
nuts 80ld in the shell accounted for 70 percent or more of U.5. growers’ total
shipments during crop years 1980-85, as shown in the following tabulation (in
thousands of pounds):

Sold in old

Crop vear the shell shelled Total
1980---c---- ———— 18,600 8,300 - 26,900
198l---«crcece.. 11,300 3,200 : 14,500
1982--ccvccccnan.. 37,500 5,900 43,400
1983--cccccccca- 21,000 5,400 26,400
1984 1/---vveu-- 45,300 17,800 63,100
1985----ccccca-- 22,600 4,500 27,100

1/ Due to an exceptionally high production of nuts in 1984, the trees
suffered such stress that the maturing process was retarded so that many of
the nuts did not split and were sold as shelling stock.

Figure & shovs U.§. grovers’ shipments (production) of pistachio nuts
(including those s0ld as shelling stock) during crop years 1976-85. As

Pigure 4.~Plstachic nuts: U.8. growers' shipments. crop yesrs 1976-86 .

{(Milon
pounds)

707
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indicated by the 2-year running average of on- and off-year crops, growers' .
shipments trended upward throughout the period. T

% PN

U.S. processors’ and processors/roasters’ capacity and Capaeity ﬁﬁilizatien‘_%f

The capacity to process raw in-shell pistachio nuts, ‘ as’ reported by nine.
firms résponding to the Commission’s questionnaires, increased 57 percent ’
during 1982-85, from 37.4 million pounds in 1982 to 58.8 million pounds’ in '
1985. Conversely, capacity utilization decreased slightly from 92.6 percent"'
in 1982 to 92.4 percent in 1983, then increased dramatically to 109.8 percent ‘
in 1984 before dropping to 52.6 percent in 1985 _/

The roasting capacity, as reported by four processors/roasters, 2/ -
increased from 25.6 million pounds in 1982 to 28.8 million pounds in 1985, or"-
by 12.3 percent. Capacity utilization increased from * * * percent in 1982 to
* % % percent in 1984, and then decreased to * % * percent in 1985 (table 4).

Table 4.--In-shell pistachio nuts: U.S. processors’ and processors/roasters’
shipments, inventories, capacity, and capacity utilization, 1982-85

 Item " 1982 ¢ 19837 1984 1985

Raw in-shell pistachio nuts: : : : :
Shipments---~--------- 1,000 pounds--: 12,270 : 10,476 : 16,908 : . 6,086

Inventories 1/-------------"-- do----: 22,380 : 29,181 : 40,582 : 24,884
Capacity to process----------- do----: 37,433 : 42,933 : 52,341 : 58,84l
Capacity utilization 2/----percent--: 92.6 : 92.4 : 109.8 :  52.6
Roasted in-shell pistachio nuts: 3/ : : : :
Shipments------------- 1,000 pounds--: 7,605 : 11,112 : 17,370 : sk
Inventories 1/4/-------------- do----: ke ik dokk Li
Capacity to roast------------- do----: 25,642 : 25,642 : 28,784 : 28,784
Capacity utilization 2/----percent--: ik ik ke Jedede

1/ As of Dec. 31. ;

2/ Capacity utilization was computed on the basis of shipments plus
inventories.

3/ Data are for 4 processors/roasters.

4/ Data are for 2 firms.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

1/ The equipment used to process and roast in-shell pistachio nuts is used
exclusively for that product.

2/ Data submitted by firms that only roast the pistachio nuts they purchase
are presented separately in the report.



A-17
@

U.S. roasters’ capacity and capacity utilization

U.S. roasters 1/ purchase both domestic and imported raw in-shell
pistachio nuts, which they salt and roast for resale to distributors,
rebaggers, retail outlets, fruit stands, supermarkets, flea markets, and so
forth. U.S. roasters'’ capacity, as reported by eight firms, increased
throughout the period from 15.0 million pounds in 1982 to 24.4 million pounds
in 1985, or by 62.1 percent. Capacity utilization was 53.2 percent in 1982,
49.2 percent in 1983, 65.9 percent In 1984, and 62.6 percent in 1985, as shown
in the following tabulation: 2/

§

1982 1983 1984 1985

Roasted in-shell pistachio nuts: .
Shipments 1/------------ 1,000 pounds-- 6,694 8,462 10,656 12,473
Inventories 2/---------2-cceon-- do---- 1,309 . 1,071 2,372 2,783
Capacity---------=-=--" U~ do---- 15,040 19,378 19,778 24,378
Capacity utilization--------- percent-- . 53.2 49.2 65.9 62.6

1/ Includes one firm’s shipments of raw in-shell pistachio nuts.
2/ Total inventories of raw and roasted in-shell pistachio nuts as of
Dec. 31.

U.S. processors’ and processors/roasters’ shipments

Domestic shipments of raw in-shell pistachio nuts By U.S. processors
increased annually during crop years 1981-84. Shipments by processors did not
follow the year-to-year fluctuations of U.S. growers’ shipments because
processors hold inventories in the heavy crop years for sale in the light crop
years. Domestic shipments of U.S.-grown raw in-shell pistachio nuts by
processors during crop years 1981-84 and the first two quarters of 1985, as
reported by the California Pistachio Commission and the California Crop and
Livestock Reporting Service, are shown in the following tabulation (in
thousands of pounds):

Processors’ domestic

Cro ear shipments
1981-----ccocnooan 13,765
1982---c-ccocmaaon 21,653
1983------cccceemon 22,070
1984----m--mmmmaoamn 34,986
1985 1/---cc--nunn- 15,171

1/ Data are for the first two quarters of the crop year, i.e., Sept. 1,
1985, through Feb. 28, 1986.

1/ One is a grower that has another firm process the nuts and then returns
them for roasting at the ranch.

2/ Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Data were obtained by questionnaire from five firms that process domestic
pistachlo nuts and from four firms that process and roast the nuts. One firm
processes and roasts all of the pistachio nuts it grows and purchases from
other growers, and three firms sell both processed and roasted pistachio
nuts. Sales of unroasted processed pistachio nuts are mostly to other
roasters; sales of roasted processed nuts are to distributors, rebaggers,
retail outlets, etc.

Total shipments by the responding firms increased from 19.9 million
pounds in 1982 to 34.3 million pounds in 1984, the year of the largest U.S.
crop. Shipments decreased in 1985 to * % % pounds. Shipments &f unroasted
processed pistachio nuts followed the year-to-year fluctuations in U.S.
production, decreasing from 12.3 million pounds in 1982 to 10.5 million pounds
in 1983, then increasing to 16.9 million pounds in 1984. Such shipments
decreased to 6.1 million pounds in 1985. Shipments of processed and roasted
pistachio nuts followed the trend in total shipments by increasing annually
from 7.6 million pounds in 1982 to 17.4 million pounds in 1984 and then
decreasing to * ¥ % pounds in 1985. Shipments by processors/roasters of
roasted pistachio nuts did not follow the year-to-year fluctuations of U.S.
processors’ shipments of raw pistachio nuts because these firms hold
inventories of processed pistachio nuts in the heavy crop years, to roast and
sell in the light crop years. Table 5 shows the processors’ and processors/
roasters’ shipments, as well as their purchases of U.S.-grown in-shell
pistachio nuts. '

U.S. roasters’ shipments

Data obtained by questionnaire from eight roasters of U.S-grown and
imported raw in-shell pistachio nuts are shown in table 6. Almost all of the
raw in-shell pistachio nuts purchased by the roasters are roasted prior to
shipping. Domestic shipments of U.S.-grown roasted in-shell pistachio nuts by
these firms increased from 3.9 million pounds in 1982 to 7.7 million pounds in
1984, or by 95.4 percent. Shipments then decreased to 3.6 million pounds in
1985. :

U.S. exports

U.S. exports of pistachio nuts decreased from 3.9 million pounds in 1983
to 3.0 million pounds in 1984, or by 24 percent, and then increased to 3.3
million pounds, or by 12 percent, in 1985 (table 7). Exports during
January-March 1986 totaled 1.1 million pounds, up 86 percent from exports
during the corresponding period of 1985. Principal markets for U.S. exports
included Canada, Japan, Australia, Mexico, and the People’s Republic of
China. Exports to Singapore and Hong Kong are on the rise. As a share of
shipments by U.S. growers (based on crop year production data), exports
decreased from 15 percent in 1983 to 5 percent in 1984 and then increased to
12 percent in 1985.
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Table 5.--In-shell pistachio nuts: U.S. processors’ and processors/roasters’

purchases and domestic shipments, 1982-85

1984

Item 1982 1983 1985
Purchases from U.S. growers ) ¥4 : : . :
Quantity----------c---- 1,000 pounds--: 32,083 : 23,077 : 46,037 : 16,843
Value 2/-------------- 1,000 dollars--: 49,524 : 37,217 : 54,651 : 27,184
Unit value 3/------------- per pound--: $1.54 : $1.61 : $1.19 : $1.61
Purchases from other sources: 4/ E : o2 ol
Quantity--------c------ 1,000 pounds--: 858 : 870 : 684 : 71
Value-----ccmccccccaaa 1,000 dollars--: 958 : 2,059 : 1,287 : 88
Unit value----------------per pound--: $1.12 : $2.37 : $1.88 : $1.24
Total purchases: : : S :
Quantity--------------- 1,000 pounds--: 32,941 :. 23,947 : 46,721 : 16,914
Value-----ccccccucanan 1 000 dollars--: 50,482 : 39,276 : 55,938 : 27,272
Unit value------------- ~---per pound--: . $1.53 : $§1.64 : $1.20 : $1.61
Domestic shipments by processors o : : :
and processors/roasters: 5/ : : P :
Quantity--------------- 1,000 pounds--: 12,270 : 10,476 : 16,908 : 6,086
Value------==ccccocuan 1,000 dollars--: 22,705 : 22,081 : 26,586 : 11,649
Unit value 6/-------------per pound--: $1.85 : $2.11 : $§1.57 : $1.91
Domestic shipments by processors/ : : : : '
roasters of roasted nuts: : : : S
Quantity--------------- 1,000 pounds--: 7,605 : 11,112 : 17,370 : ke
Value----«--cccoaccanaao 1,000 dollars--: 21,223 : 32,994 : 44,500 : ek
Unit value 6/------------- per pound--: $2.79 : $2.97 : $2.56 : ek
Total domestic shipments: : : : :
Quantity--------------- 1,000 pounds--: 19,875 : 21,588 : 34,278 : dedede
Value-------cccceuan-- 1,000 dollars--: 43,928 : 55,075 : 71,086 : dedede
Unit value 6/------------- per pound--: $§2.21 : §2.55 : $2.07 : Fedede

1/ Data include growers’ transfers of pistachio nuts from the orchards to

the processing plant for 5 firms with processing capability.

2/ Value is understated because 1 firm could not provide the valne of its

intracompany purchases.
3/ Average value paid to growers.

4/ These purchases were mostly from other processors.
5/ Shipments of processed but not roasted nuts; does not include transfers
from processing operations to roasting operations for those firms that process

and roast pistachio nuts.

6/ Average value received by processors and processors/roasters.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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Table 6.--In-shell pistachio nuts: U.S. roasters’ purchases
' and domestic shipments, 1982-85

| o Item ‘1982 ' 1983 ° 1984 ° 1985
Purchases from U.S. growers: : : e S SN
Quantity----------~---- 1,000 pounds--: L 8,772 : 8,463 : ~ 2,918
Value------cccccconno- 1,000 dollars--: ek 15,654 @ 11,921 5,708
Unit value------ccem-aceao- per pound--: L $1 78 v 81.41 :  $1.96
Purchases from Iran: 1/ : . e T
Quantity--------------- 1,000 pounds--: 1,386 : ‘1 919 : 2,639 : 9,646
Value----ccvccccccnaa- 1,000 dollars--: 3,218 : 3,779 4,500 : 14,391
Unit value-----ec-eccecnn- per pound--: $§2.32 : $1.97 : $1.71 - $1.49
Purchases from other sources: 2/ o : 2 :
Quantity--------------- 1,000 pounds--: Yekd ;T dokke ik 0
Value----c--c==fccac-- 1,000 dollars--: doiok delcke sk -
Unit value------c-ncccnu-- per pound--: | e dokeke ik ; -
Domestic shipments by roasters of U.S.-: s ‘ ‘ ‘

N grown in-shell pistachio nuts: 3/ T : '
Quantity----------~----1,000 pounds--: 3,927 : 6,263 : 7,673 : 3,638
Value------ccemcccaan- 1,000 dollars--: 12,370 : 18,676 : 20,485 : 9,003
Unit value-------cvc-cunuo per pound--: $3.15 : $2.98 ' $2.67 :  $2.47

Domestic shipments by roasters of : : B B ’
Iranian- grown in-shell pistachio

: nuts: 3/ P - I :

§ Quantity------ B e 1,000 pounds--: 2,492 . 1,649 :° 2,583 : 8,787
5 Value----- R 1,000 dollars--: 6,534 : 4,669 : 6,771: 17,253
3 Unit value--------cc-uu--- per pound--: $2.62 : $2.83 : §2.62 @ $1.96
j Domestic shipments by roasters of : : : : o

§ other foreign-grown in-shell : : : .

3 ‘pistachio nuts: 3/ : : :

3 Quantity--------------- 1,000 pounds--: deick L deiek skl
: Value---<-==cccmomuoa- 1,000 dollars--: eokek ek " dedede dedeke
j Unit value---------c-oo--s -per pound--: Yok Yook edede dedck
| .

/ 1/ One roaster reported direct imports from Iran in 1985.
2/ * % * was the main source.
| 3/ All domestic shipments are roasted in-shell pistachio nuts.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. .
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U.S. exports 1/ of domestic’ merchandise, by
principal markets, 1983-85, January-March 1985, and January-March 1986

January-March
Market 1983 1984 1985
1985 1986
Quantity (1,000 pounds)

Canada------=~---cc-nueano-- 282 ; 570 : 380 : 75 : 99
Japan------c-ccccccmcmaoaaa- 274 317 : 283 126 : 11
Australia-------coc-cceeo-nn 230 : 311 : 195 : 69 : 28
Mexico-------c--cu-cccmao- : 21 : 207 : 423 79 : 352
People'’s Republic of China--: 132 201 : 120 : 40 : 221
France------=v--mcoccmeccaox; 480 : 185 : 58 : 37 : 60
Israel-------cccccccccaaaaao 416 : 138 : 0 : 0 : 0
Taiwan--------cccccccmccaao: 5 : 135 . 80 : 17 . 9
United Kingdom-------------- 227 : 132 : 205 : 53 : 48
Belgium------c-occcmecnoonauo 24 122 . 739 : 0 : 0
West Germany---------------- : 548 : 92 : 202 : 44 6
All other---------c-c-ceo---- : 1,243 : 542 : 628 : 55 : 275

Total----~----scccumucnn : 3,881 : 2,951 : 3,313 : 596 : 1,108

Value (1,000 dollars) '

Canada--------ccccccmcacnoaa 676 : 1,286 : 838 : 173 : 208
Japan---------ccceacaoaooa- 538 : 766 : 638 : 299 : - 31
Australig---------ccecccaan- 580 : 751 : 415 157 : 56
Mexico-------cccccccmcaaaaao : 31 : 346 : 707 : 125 : 552
People’s Republic of China--: 136 : 138 : 60 : 20 : 188
France-------ecc-eccmcamacaa-- : 1,112 : 408 : 105 77 : 2122
Israel----reccccmmmccracaaa- 1,019 : 73 : - -3 -
Taiwan-------cccmcaccaoaaaao 7 : 87 : 173 : 35 : 12
United Kingdom--------------: 649 : 292 : 406 : 95 : 135
Belgium-------ccmcnccnnaoann © 56 232 : 1,016 : - -
West Germany----------------1 1,249 : 198 : 370 : ‘87 : 24
All other--------cecceceaoa- : 2,750 : 1,318 : 1,230 : 156 : 566

Total------cc-mcmccauaa- : 8,802 : 5,896 : 5,957 : 1,895

See footnote at end of table.

1,222 :
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Table 7.--Pistachio nuts: U.S. exports 1/ of domestic merchandise, by S
principal markets, 1983-85, January-March 1985, and January-March 1986-- -
Continued '

January-March

Market - ‘1983 © 1984 ' 1985 ,
» | - : : 1985 1986

Unit value (per pound)

.40 ; $2.26 : $ .21.; .s .294; : .$ .10

Canada-------==c-cccceaa--a- $2 2 2 2 2
Japan--------c-e-eccmmencoan 1.96 : 2.42 : 2.26 : 2,36 : »2.87
Australia--------c-cccu--- - 2.52 : 2.42 : 2.13 2.28 : . 1.99 .
MexicO-----mc-cmcmcmcena oo : 1.53 : 1.68 : 1.67 : - 1.59 : . 1.57.
People’s Republic of China--: 1.03 : .69 : .50 & ¢ .50 : . .85
France-----cc-ccccecaccnaacaa : 2.32 : 2.21 : 1.79 : . 2.10.: 2.03
Israel--------cc-cmcccaa-aa- : 2.45 .53 ¢ - : - . - -
Tajwan------- R bl 1.48 : .64 : 2.15 ;. 2.00. : -~ 1.29%
United Kingdom--------------2 2.86 : 2.21 : 1.98 : -1.80 : -2.82 ¢
Belgium-------- b =3 2.30 : 1.90 : 1.37.: S L
West Germany--------------- -1 2.28 : 2.16 : 1.84 : ~1.95 - 3.83
All other---------ccecceaa--- : 2.21 : 2.43 . ©1.96 : 2.84 : " 2.06
Average-------==--==--o- : 2.27 : 2.00 : 1.80 : 2.05 : 1.71

1/ Includes Schedule B Nos. 145.3520, 145.5720, and 145.7520.

Source: Compiléd from official statistics of the U.S. Department of
Commerce.

Noté.--Due to.roundiﬁg, figures may not add to the totals shown.

U.S. processors’ and processors/roasters’ inventories

Inventory data for processed pistachio nuts were obtained by question- :
naire from seven firms and data for inventories of processed and roasted
pistachio nuts were obtained from two firms. Inventories of processed DRI
pistachio nuts held by the responding firms increased annually from 21.7 o
million pounds at yearend 1982 to 38.8 million pounds at yearend 1984, the
year of peak U.S. production. Inventories declined to 20.3 million pounds at-:
yearend 1985. Yearend inventories, as reported by responding firms, were much
greater than inventories reported as of August 31, before the harvesting of
each year’s crop. Since the crop iIs harvested in September and October,
yearend inventories increase dramatically before shipping begins in the
following year. In addition, one processor/roaster has shelling equipment and
a sizeable share of its processed in-shell inventory includes shelling stock.
Many processors maintain inventories in order to supply their customers
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following light crop years. 1/ As a share of shipments 2/ by the responding
firms, inventories decreased from a high of 411.3 percent in 1982 to 275.9
percent in 1984, before increasing to 370.2 percent in 1985, as shown in the
following tabulation:

Yearend Ratio, inventories
inventories 1/ Shipments 2/ to shipments
(1,000 pounds) (1,000 pounds) . (Percent)
1982-ccccncunen. 21,714 5,279 - 411.3
1983-cccocono- 28,407 9,401 : 302.2
1984--c-coouoo- v 38,822 14,070 275.9
1985----cc--men- 20,304 5,484 370.2

1/ As of Dec. 31. One firm that reported inventories during the period did
not provide shipment data and is not included in the tabulation. The firm
reported inventories of * * % pounds in 1982, * * * pounds in 1983, % * *
pounds in 1984, and * * * pounds in 1985. . :

2/ Shipments by the firms that held inventories One cooperative was unable
to provide shipment data for 1985. . :

Inventories of roasted domestic pistachio nuts held by the responding
firms increased annually from * * * pounds at yearend 1982 to % * % pounds at
yearend 1985. Roasted nuts are not usually inventoried by these firms, since.
the processed nuts are removed from inventory and roasted for shipment upon
recelpt of customer orders. As a share of shipments by the responding firms,
inventories increased irregularly from * * * percent in 1982 to * * % percent
in 1985, as shown in the following tabulation:

Yearend Ratio, inventories
inventories 1/ Shipments 2/ to shipments
(1,000 pounds) (1,000 pounds) ‘(Percent)
1982-«--cccceua- dokeke Jekoke dedeke
1983---ccecceana dedede ke Jodcde
1984cccccaacoua Folrk ik dokede
1985---cccccaaa- dolrk dednk ik

1/ As of Dec. 31. Data are for 2 firms.
2/ Shipments by the firms that reported inventories.

U.S. roasters’ inventories

Inventory data on U.S.-grown raw in-shell pistachio nuts were received
from four firms that accounted for 11 percent of total domestic shipments of

1/ As noted previously, raw pistachio nuts may be held in inventory for up
to a year.

2/ The shipments presented in this section do not include 1ntracompany
transfers from processing operations to roasting operations for those firms
that process and roast pistachio nuts.
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U.S.-grown and roasted in-shell pistachio nuts in 1985: 1/ “Inventories.of
domestic raw in-shell pistachio nuts held by the responding firms increased: . .
from * % * pounds at yearend 1982 to * * % pounds at yearend:1984, the year of
highest U.S. production. Inventories decreased in 1985 to % % * pounds, or by
73 percent.

Inventory data on U.S-grown and roasted in-shell pistachio nuts were
received from only two firms, and accounted for 1 percent of the total
domestic shipments of U.S.-grown and roasted in-shell pistachio nuts in 1985.
Inventories of roasted pistachio nuts as reported by the responding firms
decreased from * * * pounds at yearend 1982 to ¥* % * pounds at yearend 1984.
Inventories continued to decrease to * * * pounds at yearend 1985, or by * * *
percent. As mentioned earlier in the report, roasted pistachio nuts are not
usually held in inventory by roasters or processors/roasters; processed nuts
are removed from inventory, roasted, and shipped: upon receipt of orders from.
grocery chains, retail chains, and individual stores .

As a share of domestic shipments by the: responding firms, inventories
decreased from * *. % percent in 1982 to 62.0 percent in-1983, then increased
slightly to 63.7 percent in 1984 before falling to 37:0 percent in 1985, as
shown in the following tabulation:

" Yearend .- - ¢ «v. - Ratio,.inventories
"inventories 1/ - Shipments 2/ - ' to shipments -
(1,000 pounds) - (1,000 pounds) - . = (Pércent)
1982 _/-4 ------- L dedcke e - T otk -
1983 4/------uu- 1,500 a 2,521 ©62.0 .
1984 5/--------- 1,933 - . - 3,034 . . o 63,7 0.
1985 4/--------- 449 1,213 37.0

1/ Inventories of raw and roasted in-shell pistachio nuts as of Dec. 31.
2/ Shipments of raw and roasted nuts by the firms that held inventories.
3/ Data are for 2 firms.
4/ Data are for 4 firms.
5/ Data are for 5 firms.

Employment and wages

Both U.S. growers and processors had difficulty in providing the employ-
ment data requested in the Commission’s questionnaires. Many of the responding
firms are engaged in growing or processing other products and were unable to
break out the data for those employees involved in pistachio production. 2/
Also, growers often have contracts or agreements with farm management
companies or other growers, such as S&J Ranch, San. Joaquin. Agronomics, Pacific
Agricultural Services, and Golden West Farming Co., to perform the labor..

1/ Inventory data provided by roasters of the imported product are presented
in the section of the report that discusses inventories of imported in-shell
pistachio nuts. r

2/ Other products grown and/or processed include walnuts, almonds, olives,
figs, and vegetables. S
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necessary to cultivate and harvest the trees. These firms provide such
services as fertilization, planting and pruning, irrigation, spraying for pese
control, soil and leaf analysis, and harvesting the crop.

Data obtained from 15 growers showed that average employment in these
firms increased from 206 production and related workers in 1982 to 314 workers
in 1983 (table 8). Employment then decreased slightly to 309 workers in 198%
and decreased again to 278 workers in 1985. The majority of these workers are
nonseasonal. Nonseasonal employment followed the total employment trend,
increasing from 137 workers in 1982 to 164 workers in 1983 and then declining
‘to 161 workers in 1984 and 135 workers in 1985. Average annual hours worked
by each production and related worker amounted to 1,602 in 1982; 1,089 in
1983; 1,097 in 1984; and 1,237 in 1985. Hourly wages paid to production
workers by the responding growers averaged $9.05 in 1982; $8.15 in 1983; $7.88
in 1984; and $7.59 in 1985.

Data obtained from questionnaire responses submitted by processors and
processor/roasters showed an annual increase in total employment from 771
production and related workers in 1982 to 1,353 workers in 1985, for a total
increase of 75.5 percent. Average annual hours worked by each production and
related worker amounted to 1,122 in 1982; 1,694 in 1983; 1,692 in 1984; and
1,459 in 1985. Hourly wages paid to such workers averaged $9.26 in 1982;
$8.34 in 1983; $8.95 in 1984; and $9.28 in 1985.

Questionnaire data received from processors and processors/roasters
showed an annual increase in employment of workers processing in-shell
pistachio nuts from 288 in 1982 to 462 in 1985, an increase of 60.4 percent.
Average annual hours worked by production workers processing the nuts were
1,163 in 1982; 1,388 in 1983; 1,544 in 1984; and 1,435 in 1985. Total
compensation paid to these workers increased from $5.73 per hour in 1982 to
$6.34 per hour in 1984, the peak crop year.

Data received from 3 processor/roasters showed an annual increase in
employment of workers roasting in-shell pistachio nuts from 29 in 1982 to 39
in 1984, an increase of 34.5 percent. Employment of such workers decreased
slightly to 38 in 1985. Average annual hours worked by production workers
roasting the nuts were 2,276 in 1982; 2,267 in 1983; 2,051 in 1984; and 1,789
in 1985. Total compensation paid to these workers increased from $6.45 per
hour in 1982 to $8.19 per hour in 1984, before declining to $6.38 in 1985.

Financial experience of U.S. growers

Twenty-seven growers furnished usable income-and-loss data on their
overall farm operations and their operations growing pistachio nuts.

Overall farm operations.--Net sales from all farm operations declined by
31.3 percent over the 4-year period, from $218.5 million in 1982 to $150.0
million in 1985 (table 9). 1In the aggregate, the growers sustained losses in
all 4 years. Losses were $4.1 million, or 1.9 percent of sales, in 1982;
$31.1 million, or 15.2 percent of sales, in 1983; $22.8 million, or 12.9
percent of sales, in 1984; and $35.2 million, or 23.5 percent of sales, in
1985. Twelve growers sustained losses in 1982, 15 growers in 1983, 16 in
1984, and 17 in 1985. The overall cash-flow deficit over the 4-year period:
was $10.7 million.
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Table 8.--In-shell pistachio nuts: AAverhge number of production and related
workers reported by U.S. growers, processors, and processors/roasters, and

hours worked by and wages paid to such employees, 1982-85

Item 1982 1983 1984 1985
Production and related workers
employed by growers: 1/ : : :
Average number-----------cce-cocoooo : 206 314 : 309 : 278
Hours worked------------ 1,000 hours--: 330 : 342 339 : 344
Wages pald------------ 1,000 dollars--: 2,988 : 2,787 : 2,671 : 2,612
Total production and related workers ' : :
employed by processors: 2/ : HE :
Average number----------------ceoo--- : 771 : - 938 : 1,114 : 1,353
Hours worked------------ 1,000 hours--: 865 : 1,589 : 1,885 : 1,974
Wages paild------------ 1,000 dollars--: 8,006 : 13,245 : 16,866 : 18,309
Production and related workers : :
processing in-shell pistachio
nuts: 2/ : : : :
Average number----------c-----c-cno- : 288 : 353 : 445 462
Hours worked-------««--- 1,000 hours--: 335 490 : 687 . 663
Wages paid------------ 1,000 dollars--: 1,724 2,568 : 3,441 3,890
Total compensation------------- do----: 1,920 : 3,042 4,357 4,599
Production and related workers
roasting in-shell pistachio
nuts: 3/ : : : :
Average number-------------cccooo-- : 29 : 30 : 39 : 38 -
Hours worked------------ 1,000 hours--: 66 : 68 : 80 68
Wages paid------------ 1,000 dollars--: 380 : 409 543 : 337
434

Total compensation------------- do----:

426

483 :

655 :

1/ Data are for 15 firms.

2/ Data are for 3 processors and 3 processors/roasters in 1982, and for 3

processors and 4 processors/roasters during 1983-85.

3/ Data are for 3 processors/roasters.

Source: Compiled from data submitted In response to questiénnaires of the

U.S. International Trade Commission.
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Table 9.--Income-and-loss experieﬁéé of 26 U.S. growers on the overall
operations of their farms on which pistachio nuts are produceﬁ, 1982-85

Item ‘1982 ¢ 1983 1984 ' 1985
Net sales: : : e S
Pistachio nuts----1,000 dollars--: 38,568 : 25,738 : 38,746 . 24,300
Other crops---------------- do----: 122,158 : 112,255 : 109,474 : 107,955
Other income---------------do----: 57,753 : 53,336 : 29,208 : 17,732

Total-------mcmcoccecnaan do----:" 218,479 : 191,329 : 177,428 : 149,987
Growing and operating expenses: 1/ : : : :
Goods purchased for resale : : : :
-1,000 dollars--: 34,894 : 28,118 : 7,568 : 1,048

Hired labor---------------- do----: 7,960 : 9,016 : 7,916 : 7,459
Fertilizers and materials--do----: 5,075 : - 6,102 : 7,052 : 7,001
Depreciation--------------- do----: 18,873 : 20,167 : 20,899 : 20,559
Taxes and insurance-------- do----: 1,870 : 1,867 : 1,969 : 1,816
Interest-----------v--------do----: 14,693 : 15,032 : 15,499 : ' 14,901
All other expenses--------- do----: 139,249 : 142,105 : 139,343 : 132,385
Total expenses----------- do----: 222,614 : 222,407 : 200,246 : 185,169
Net income or (loss) before : : I )
income taxes------ 1, 000 dollars--: (4, 135) (31,078): (22,818): (35,182)
Depreciation----ccecccccican-- do----: 18,873 : 20,167 : 20,899 : 20,559
Cashflow 2/-------~---------- do----: 14,738 : (10,911): (1,919): " (14,623)
Number of firms reporting : : : Cos
1lOSSeS----c-mecmmccc e : 12 © 15 16 : 17
Number of firms reporting data----- : 23 : 25 : 26 : 26
As a share of net sales: . : : : ' :
Total expenses---------- percent--: 101.9 : 115.2 : 112.9 : 123.5
Net income or (loss) before : : : : e
taxes---------~-coce-- percent--: (1.9): (15.2): (12.9): (23.5)

1/ Several growers did not list 1ndividual expenses, their costs are included
in all other expenses.
2/ Net income or (loss) before income taxes plus depreciation.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. growers' pistachio operations.--The income-and-loss experience of 27
U.S. growers on their pistachio nut operations is shown in table 10. Most of
the reporting growers combined financial data for both in-shell and shelled
pistachio nuts. The data indicate high fixed costs for depreciation and
interest. Eleven growers reported losses in 1982 and 1984, 'In 1983 and 1985,
17 growers reported losses. As previously mentioned, pistachio nuts are a
crop that bears more heavily in alternating years and the financial results
reflect this condition. The crop year for most growers covers a different
period than the accounting year. Thus, comparison of alternate years or a
2-year cycle appears to be more appropriate for this investigation.
Comparative data are presented in the following tabulation:

Alternate-year comparisons

1982 1984 - 1983 . 1985
Net sales------- 1,000 dollars-- 38,725 38,911 25,776 . 24,363
Growing and operating ‘ A . -
expenses-------- ——————— do---- 26,538 30,024 26,783 29,781 -
Net income or (loss)----- do---- 12,187 8,887 (1,007) (5,418)
Ratio to net sales: ' . .
Growing and operating : :
expenses---------- percent-- 68.5 77.2 103.9 122.2
Net income or (loss)---do---- 31.5 22.8 (3.9) (22.2)

2-year cycle (averagé)

1982-83 1983-84 1984-85
Net sales------- 1,000 dollars-- 32,251 32,344 31,637
Growing and operating
exXpenses--------------- do---- 26,661 28,404 29,903
Net income---------cc---. do---- 5,590 3,940 . 1,734
Ratio to net sales:
Growing and operating
expenses--------- percent-- 82.7 87.8 94.5
Net income------------ do---- 17.3 12.2 5.5

The alternate-year comparisons show a decline in profitability from a net
income ratio of 31.5 percent in 1982 to 22.8 percent in 1984, and the net loss
ratio increased from 3.9 percent in 1983 to 22.2 percent in 1985. The 2-year
cycle indicates a decline in profitability from $5.6 million in 1982-83 to
$1.7 million in 1984-85. The net income ratio declined from 17.3 percent in
1982-83 to 5.5 percent in 1984-85.

The growers pay an assessment to the California Pistachio Commission.
The present assessment is under 3 percent of the gross dollar value of each
grower’s crop, net of processing costs. The assessment is collected for the
Commission by the processors, who withhold the assessed fees from their
payments to growers.
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Table 10.--Income-and-loss experience of 27 U.S. growers on their operations
growing pistachio nuts, 1982-85 1/

Item ) 1982 ; 1983 o 1984 : 1985
Net sales----------- 1,000 dollars--: 38,725 : 25,776 : 38,911 : 24,363
Growing and operating expenses: 2/ : : A :
Hired labor------- 1,000 dollars--: 1,607 : 1,514 1,457 : 1,502
Fertilizers and materials--do----: 715 : 1,002 : 1,586 : 1,514
Depreciation------------- --do----: 3,995 : 4,149 : 4,185 : 4,377
Taxes and insurance------ --do----: 391 : 438 : 530 : 608
Water and electricity------ do----: 1,698 : 1,830 : 2,247 2,557
Interest-------ccc-ccocaaa- do----: 3,674 3,396 : 3,583 : 3,402
All other expenses--------- do----: . 14,458 : 14,454 . 16,436 : 15,821
Total expenses-----------do----: 26,538 : 26,783 : 30,024 : 29,781
Net income or (loss) before : : : :
income taxes----- -1,000 dollars--: 12,187 : (1,007): = 8,887 : (5,418)
Depreciation--------c-ccoc---- do----: 3,995 : 4,149 : 4,185 : 4,377
Cashflow 3/------------------do----: 16,182 : 3,142 : 13,072 : (1,041)
Number of firms reporting losses---: 11 : 17 : 11 17
Number of firms reporting data----- : 24 26 : .27 27
As a share of net sales: s - : L D T
Total expenses---------- percent--: 68.5 : 103.9 : 77.2 . 122.2
Net income or (loss) before s _ : : L s
income taxes---------- percent--: 31.5 : (3.9): 22.8.:  (22.2)

1/ The accounting year does not coincide with the crop year.

2/ Several growers did not list individual expenses; their costs are
included in all other expenses. )

3/ Net income or (loss) before income taxes plus depreciation.

Source: Compiled from data submitted in response to queétionnaires of the
U.S. International Trade Commission.

Capital expenditures.--Capital investments for developing a mature
pistachio nut crop are made many years prior to full production. The growers
reported a total of $2.3 million in expenditures before 1970. Since that
time, the growers have spent over $90 million for the development of the
crop. In 1980, one firm (* * *) made capital expenditures of §* * *, 6 1In
1985, aggregate expenditures were $2.3 million, the lowest level since 1972
when they were $2.0 million. Capital expenditures, as reported in response to
the Commission’s questionnaires, are shown in the following tabulation (in
thousands of dollars):
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Year Expenditures
1970----cecmcmmmnce e 4,505
1971----ccccmemmccmennnan 2,812
1972--------ccmccee e 1,955
1973----ccmcccccmceecacaa 10,116
1974--------cceemeea - 5,261
1975---------mccecmea- Jekede
1976------cmccmcccmeee - *iek
1977---cccccmicmccaee e - dokrke
1978------ccmcmcemcmae e 3,846
1979---c-mmceee e 2,576
1980--<------cemccmeaaao 29,020
198l---cocmmm e - 3,653
1982-------ccmcmee - 8,391
1983----nmeceme e 4,182
1984-----omceei e 5,222
1985-----cmmcc e e 2,250
Total-------cc--cnu-- 93,438

Investment in productive facilitieé.—-Eleven U.S. growers supplied data

concerning their investment in assets employed in their pistachio operationms.
Their investment in such facilities, valued at cost, was $70.1 million as of

yearend 1985 and the book value of such assets was $49.9 million.

The data

are shown in the following tabulation (in thousands of dollars):

Year

Original cost Book value
.............. 63,398 51,648
.............. 64,763 51,622
.............. 69,681 54,100
.............. 70,149 49,909

Financial experience of U.S. processors and roasters

Eight processors and roasters supplied usable financial data.

There is a

high degree of vertical and geographic integration in various segments of the
Two cooperatives accounted for a major portion of the processing

industry.
operations

A large West Coast processor and roaster, * % %,

* % %, a large west

coast processor, does some roasting and has a small pistachio growing
% % %* could not provide financial data because they have several
product lines that could not be segregated.

operation,

processor and roaster, * * % a small pistachio growing operation.
coast roasters, * % %, are primarily importers.

* % %, g large west coast
Other east
They could not provide

financial information because they could not segregate their product lines.
Because they are importers of raw in-shell pistachio nuts, it is possible that
they would be excluded from the domestic industry in this investigation under
the related parties provision in section 771(4)(B) of the Tariff Act of 1930.
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A list of the processors and roasters that provided financial data, all
of which are west coast concerns, is provided in the following tabulation:

Company Processors Roasters
LI R e L P PP X

LI I I e L TP X

L e X X

LI I e R X

L Y e bk X X
***2/ ............................ X
***_6_/ ............................ X
***Z/ ............................ X X

1/ Growers’ cooperative in California.

2/ % % % of the firm’s business is processing; approximately * * % percent
is roasting. It also grows * % % of pistachios.

3/ Independent processor. '

LY ¥ K,

5/ Independent roaster. It does roasting for * * % and others.

6/ Independent roaster. It does roasting for * * ¥* and others.

7/ * % % of the firm’s business 1s processing and roasting, although, in
1985, less than * * % percent was processing. It also grows * * % of
pistachios. :

In the aggregate, both processors and roasters reported operating income
throughout the reporting period. The yearly profitability of the processors
and roasters was affected by the fluctuating spread between what they pay
growers and the market price that they receive for the final product. Other
factors that caused profitability variations were internal reorganizations and
new equipment purchases.

Processors (corporations).--Four corporations provided usable financial
data on thelr processing operations. Net sales rose * * * percent from $* * *
in 1982 to $9.5 million in 1983 (table 11). In 1985, net sales were $13.9
million, an increase of 23.3 percent over 1984 sales of $11.2 million.
Operating income was $* % % in 1982, $808,000 in 1983, $1.2 million in 1984, .
and $870,000 in 1985. The operating income ratios were * * % percent in 1982,
8.5 percent in 1983, 10.6 percent in 1984, and 6.3 percent in 1985.

Processors (cooperatives).--Two cooperatives provided financial data on
their pistachio nut operations (table 12). Net proceeds of the two concerns
* % % by % % % percent from $%* * * in 1983 to $*% * * {in 1985. The ratio of
net proceeds to net sales was % % % percent in 1983 and * * * to * % * percent
in 1984. 1In 1985, the ratio * % % to % % % percent.
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Table 11 --Income- and loss experience of 4 U.S. corporations on their
operations processing in-shell pistachio nuts, 1982-85

Item ; 1982 1983 1984 1985

Net sales 1/------------ 1,000 dollars--: ik 9,545 : 11,246 : 13,868
Cost of goods sold--------------- do----: ok 7,122 : 9,055 : 11,820
Gross profit--------ceccmcmooo do----: dekdke 2,423 ¢ 2,191 : 2,048
General, selling, and administrative . : : :

expenses-------<------ 1,000 dollars--: dedeke 1,615 : 996 : 1,178
Operating income----+---------u-- do--~--: Yk 808 : 1,195 : . 870
Interest expense----------------- do----: badad JIH 330 448 : 519
Other income (expense), net------ do----: kek ggO) (102): (512)
Net income or (loss) before income o o - : .

taXeS~-~c---csmccmnno- 1,000 dollars--: ke ' 458(;’, 645 (161)
Depreciation and amortization expense : S S

included above-------- 1,000 dollars--: Wk 274 529 : 447
Cashflow from operations--------- do----: B i 732 1,174 : 286
As a share of net sales: . oo o I

Cost of goods sold---------- percent--: . Fedede 74.6 : 80.5 :’ 85.2

Gross profit---------w--- m————- do----: deik 25.4 : . 19.5 : 14.8

General, selling, and administrative : : : :

eXpenses------------------ percent--: ik 16.9 : 8.9 : 8.5
Operating income--------------- do----: Wik 8.5 : 10.6 : 6.3
Net income or .(loss) before : o _ . i
before income taxes-------- --do----: Rk o: 0 4.8 5.7 :  (1.2)

Number of firms reporting operating ) E - : :

lossesS--------cmm e eeeeea : Yokok 0 1: 0
Number of firms reporting net losses---: dkk 1 1: 1
Number of firms reporting data--------- E L 3 4 : 4

1/ * % *,

Source: Compiled from data submitted in response to questionnaires of the
U.s. International Trade Commission.

Teble 12.--Income-and-loss experience of 2 u.§. cooperafives on their
.operations processing in-shell pistachio nuts, 1983-85 1/
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Roasters.--Four companies supplied usable financial data for 1983 to
1985. Two companies supplied such data for 1982. An operating profit was
achieved in all 4 reporting years (table 13). Income was $* * % in 1982, or.
* % % percent of sales; $3.0 million in 1983, or 11.1 percent of sales; $3.7
million in 1984, or 10.1 percent of sales; and $2.2 million in 1985,  or 5.8
percent of sales. Net income before taxes was $* * * in 1982, or * * * percent
of sales; $2.6 million in 1983, or 9.7 percent of sales; $3.1 million in 1984,
or 8.6 percent of sales; and $1.4 million in 1985, or 3.8 percent of sales:

Table 13.--Income-and-loss experience of 4 U.S. roasters on their
operations roasting in-shell pistachio nuts, 1982-85

Item . ‘198217 1983 1984 ¢ 1985

Net sales---~=c-rcacena- 1,000 dollars--: ek . 27,004 : 36,242 : 37,092
Cost of goods sold--------------- do----: ok . 21,472 @ 29,391 : 31,328
Gross profit------------cceooo--o do----: deick 5,532 : 6,851 : 5,764
General, selling, and administrative : e :
expenses-------------- 1,000 dollars--: ke 2,530 : 3,185 : 3,602
Operating income----<-v-mcnc--o-- do----: bk 1 3,002 : 3,666 : 2,162
Interest expense----------c------ do----: badad JIH 180 : -.-200 : 286
Other income (expense), net------ do----: ik (209): (364): (468)
Net income before income taxes---do----: ik 2,613 : 3,102 . 1,398
Depreciation and amortization expense . : . :
included above-------- 1,000 dollars--: - Fokke . 486 : 609 : 750
Cashflow from operations--------- do----: ekke 3,099 : .3,711 : 2,148
As a -share of net sales: . : . :
Cost of goods sold------~--- percent--: Yok 79.5 . 81.1 : 84.5.
Gross profit------------~------ do----: ik 20.5 : 18.9 : 15.5
General, selling, and administrative : : : ; :
expenses--------------«--- percent--: bt i M 9.4 : 8.8 : 9.7
Operating income--------~------ do----: dkk 1.1 : - 10.1 : 5.8
Net income before income taxes : : T :
percent--: ik 9.7 : . 8.6 : 3.8
Number of firms reporting operating ol : :
losses---m-eecccmcc et emacceeeao oo : ke 1. 1: 2
Number of firms reporting net losses---: dkk 1. 1: 2
Number of firms reporting data--------- : dieke 4 . 4o 4

1/ Only 2 firms supplied data.
Sourcg:_Compiled from data submitted in response to questioﬂnai;eé pf,the
U.S. International Trade Commission. '

Summary of processing and roasting operations.--A summary of the net
sales of both processors and roasters is shown in the following tabulation (in
thousands of dollars):




1982 1983 1984 1985
Processors: :
Corporationg------- okk 9,545 11,246 13,868
Cooperatives 1/---- fadaded badidad badeded fadatid
Subtotal------==- Yedeke dekek ey Yedeke
Roasters------------- dokok 27,004 36,242 37,092
Total-~--ccccme-- *kk Yedeke Jedek Jedevde

Investment in productive facilities.--Four U.S. producers supplied data
concerning their investment in productive facilities employed in processing
and/or roasting in-shell pistachio nuts. Their investment in such facilities,
valued at cost, rose from $11.1 million as of the end of 1982 to $15.8 million
as of the end of 1985. The book value of such assets was $10.3 million as of
yearend 1985, as shown in the following tabulation (in thousands of dollars):

Year Original Cost Book Value
1982---ccmeemaenen 11,099 ‘ 8,608
1983----ccccmeneann 12,238 ‘ 8,915
1984----vo-cccacan-. 13,643 9,819
1985--=cco-cmaaaoa- 15,767 10,336

Capital expenditures.--Four U.S. producers supplied information on their
capital expenditures made in connection with processing and/or roasting
pistachio nuts. Such expenditures decreased from $1.4 million in 1982 to $1.2
million in 1983, then rose sharply to $2.2 million in 1984. 1In 1985, spending
fell to $§* * *, as shown in the following tabulation (in thousands of dollars):

Year Capital Expenditures
1982---c-cccmim e e e e 1,363
1983---c-cccccam e a e 1,213
1984---ccmcmimi el 2,175
1985---cccccme e L

Capital and investment

, U.S. growers and processors were asked to describe any actual or
potential negative effects of imports of pistachio nuts from Iran on their
firm’s growth, investment, and ability to raise capital. Excerpts from their
replies follow.

1/ 1983=1982/83 crop year; 1984=1983/84 crop year; and 1985=1984/85 crop year.
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Consideration of Threat of Material Injury
to an Industry in the United States

In its examination of the question of the threat of material injury to an
industry in the United States, the Commission may take into consideration such
factors as the rate of increase in LTFV imports, the rate of increase in U.S.
market penetration by such imports, the amounts of imports held in inventory
in the United States, and the capacity of producers in the country subject to
the investigation to generate exports (including the availability of export
markets other than the United States). _A discussion of U.S. market
penetration of imports of raw in-shell pistachio nuts from Iran is presented
in the section of this report entitled "Consideration of the Causal
Relationship Between Alleged Material Injury or the Threat Thereof and LTFV
Imports."” Discussions of the available information concerning inventories of
raw in-shell pistachio nuts from Iran and that country’s capacity to generate
exports follow. . '

Inventories of imported in-shell pistachib nuts

Nine importers, of which six are roasters and three are import brokers,
reported. inventories of raw in-shell pistachio nuts from Iran. 1/ Inventories,
as reported by these firms, increased irregularly from * * * pounds at yearend
1982 to 913,000 pounds at yearend 1984, or by * * % percent, and then rose
dramatically to 5.5 million pounds at yearend 1985, representing an increase
of 498 percent. As a share of shipments of imported raw in-shell pistachio
nuts from Iran, as reported by the responding firms, yearend inventories
decreased from * * % percent in 1982 to 18.9 percent in 1983 before increasing
to 44.3 percent in 1985, as shown in the following tabulation: 2/

Yearend Ratio, inventories
inventories 1/ Shipments 2/ to shipments
(1,000 pounds) (1,000 pounds)  (Percent)
1982-cccccccaans ] ke Jekcke
1983----cmcm---- 319 o 1,691 ' 18.9
1984---cc-com-- 913 3,821 23.9
1985-------c---- 5,461 12,319 44.3

1/.As of Dec. 31.
.2/ Shipments by the firms that supplied inventory data.

1/ Inventory and shipment data for 1985 include 1 firm’s data as reported in
the preliminary investigation for the period January-September 1985.

2/ Inventory and shipment data are for 2 firms in 1982, 3 firms in 1983, 5
firms in 1984, and 7 firms in 1985. '
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Capacity of producers in Iran to generate exports

Iran is the world'’s largest producer of pistachio nuts. 1/ Iran’s center
for producing raw in-shell pistachio nuts is Rafsajan in Kerman State.

According to data published by the USDA, commercial production of
pistachio nuts in Iran averaged about 43 million pounds per year during crop
years 1968-77. Although pistachio production displayed its usual alternating
cycle during this period, production trended upward. Production peaked at 132
million pounds in crop year 1978, but then plummeted to 22 million pounds in
1979, apparently because of a severe frost during that year. Production
partially recovered to 55 million pounds in 1980 and then rose to almost 92
million pounds in 1981 (table 14). In 1982, production dropped to 50 million
pounds, then increased in 1983-84 to 86 million pounds and 110 million pounds,
respectively. 2/

Table 14.--Pistachio nuts: Iran’s production and exports, 1980-84%

Item o 1980 © 1981 0 1982 © 1983 . 1984
Production------- 1,000 pounds--: 55,100 : 91,500 : 49,600 : 86,000 : 110,000
Exports to: . : ) : : : :

United States---------- do----: 788 3,075 4,123 5,008 : 21,309
All others------------- do----: fadadad badidod dolck ek Jedede
Totgl--=-woememmeem——a do---- dedede drick deicde dik sk

Ratio to total exports
of exports to-- :
United States------- percent--:

Yedede Yekeke C Yekede o Jedede Jedede

All others------------- do----: deleke *iek ik dokdk delede

Total-----cc--v-cen-- do----: 100.0 : 100.0 100.0 : 100.0 : 100.0
Ratio of total exports : : : : :

to production---------- do----: Wik ke : ik dekede rdede

Source: Production, compiled from official statistics of the U.S. Department
of Agriculture and questionnaire .responses to the Department of Commerce;
total exports, exhibit 4, table 2.2, of the petition; exports to the United
States, official U.S. imports, as reported by the U.S. Department of Commerce.

1/ The United States now appears to be the second largest producer; other
major producers include Turkey, Greece, Syria, and Italy. In Iran, pistachio
nuts are grown on about 50,000 farms that average about 6.2 acres each
(respondents’ prehearing brief, p. 21). In contrast to the largely mechanized
production process in the United States, production methods in Iran are
reported to be very labor intensive. Most growers spread cloth under the
trees to catch the clusters, which are picked by hand. The hulls are removed
by hand and the nuts are dried in the sun. Grading is also done by hand or by
shaking the nuts through sieves.

2/ On the basis of USDA data, heavy crop years in Iran have traditionally
occurred in even-numbered years, the same as in the United States, although
the severe frost in Iran in 1979 may have reversed the production cycle.
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The respondents reported (prehearing brief, p. 21) that Iran’s production
in 1985 was 44 million pounds. However, petitioners submitted a confidential
analysis of future production of pistachios in Iran with their posthearing
brief (p. 8) that claims that Iran’s production in 1985 was * * % pounds.
Petitioners believe the 44 million pounds to be understated because the data
submitted by the Government of Iran to the Department of Commerce were limited
to the Rafsajan Cooperative.

Total exports from Iran increased from * * % pounds in 1980 to * * *
pounds in 1981, slipped to * % * pounds in 1982, and increased thereafter,
reaching * % * pounds in 1984. 1/ 1In their analysis of future production of
pistachios in Iran, the petitioners claim that Iran’s exports totaled * * *
pounds in 1985. Exports to the United States, as a share of total exports from
Iran in recent years, rose irregularly from a low of * * % percent in 1980 to
a high of * * * percent In 1984. As a share of production in Iran, total
exports increased from * * * percent in 1980 to * * * percent in 1982, then
decreased to * * * percent in 1983 before increasing to * * * percent in 1984.

Consideration of the Causal Relationship Between Alleged Material
Injury or the Threat Thereof and LTFV Imports

U.S. imports

Total U.S. imports of raw in-shell pistachio nuts increased from 845,000
pounds in 1980 2/ to 6.2 million pounds in 1982, then declined to 5.7 million

1/ The data shown in table 14 for total exports are those presented in table
2.2, exhibit 4, of the petition. The petition states that such information
was obtained on a confidential basis * * *, 1In the above table, total exports
in any year shown are those shown in the petition on the basis of the Iranian
year, which begins on Mar. 20. In comparison, exports of pistachio nuts from
Iran during Iranian years 1974/75 through 1978/79 were as follows:

1974/75--% % % pounds, 1975/76--% % * pounds, 1976/77--% * ¥ pounds,
1977/78--% * * pounds, and 1978/79--% % * pounds.

2/ In November 1979, the United States imposed an embargo on trade with Iran
in all but essential articles. It was not until January 1981 that the embargo
was lifted and trade with Iran resumed. U.S. imports of raw in-shell
pistachio nuts, total and from Iran, during 1971-79 were as follows (in
millions of pounds):

Year Total From Iran
1971-----cmcmeana- 25.2 16.4
1972--cccoccmaannn 17.6 11.4
1973---accmaoconnn 33.6 24.2
1974---cccemcaunnn 25.2 22.5
1975---ccmmcmmaaann 18.5 14.1
1976----comaeonn 19.4 12.4
1977-----coeoconn- 22.7 20.1
1978----cocacaonno 16.3 14.3
1979--c-comoceon- 24.6 24.1
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pounds in 1983. In 1984, they climbed to 21.8 million pounds, nearly four
times the level of imports in 1983. This trend continued in 1985, increasing
to 26.7 million pounds, or by 23 percent. Such imports increased 159 percent
during January-March 1986 compared with imports in the corresponding period of
1985. 1/ 1Iran was by far the principal supplier, accounting for 93 percent of
total imports in 1980, 98 percent in 1981, 66 percent in 1982, 88 percent in
1983, 98 percent in 1984, and 97 percent in 1985 (table 15). U.S. {imports of
shelled and prepared or preserved pistachio muts, including roasted in-shell
pistachio nuts, are presented in table 16.

Table 15.—In-shell pistachio muts: U.5. imports for consumption, by
principsl sources, 1980-85, January-March 1985, end January-March 1986

. . . . . . Jon March
Source ©1980 1981 1982 1983 | 1984 1988 -
. ; ) . - : 1985 198¢

Quantity (1,000 pounds)

3,07% : 4,123 : 5,000 : 21,309 : 25,841 : 2,32) : 5,429

fverage————— .  2.94 :  2.41 :

Iren : 780
West Germany——————— : 0: 0: ” 142 170 : 128 : 4 0
United Arsb Emirater—: 0: 0: 126 : 0: 181 : 431 0: .7
Turkey : 8) : & ;1,83 a2 146 : 28 8 85
All other—mMm———— 4 a4 §7 : 10) : ) W 250 ) VI 562
Total BAS 3,18 - 6,233 : 5,713 : 2),77¢ : 26,678 : 2,378 . 6,163

Velue (1,000 dollers)
Iran T 2,349 ;7,392 : 9,469 : 11,104 : 40,289 : 33,868 : 3,200 : 6,794
West Germany———————— - - 193 ¢ 276 : 263 219 ¢ 87 -
United Arad Emirates—: - - 298 - % §97 : - 157
Turkey : 13 58 : 3,127 : 704 38 : 48 12 : 13
All other— 3 114 : 137 213 : 2 : 295 1: 68C
Totel————————: 2,485 : 7,564 ' 13,223 : 12,377 : 41,139 : 35,028 : 3,271 : 7,767
Unit value (per pound)

Irar D R.9 : $2.00; 2.3 : .2 : $1.89: $1.31: $1.38: $1.2%
West Germany—m—————o0-: - -: 2.12: 1.95 : 1.85: 1.72: 1.2 ¢ -
Uniteg Arsb Emirates—: - - 2.3 : - 1.83: 1.3: - 1.8
Turkey . 248 : 257 : 1.7 : 1720 : 2.1 : 1.7 1.54 ¢ 1.6}
Al other——— e : s I 2.45 : 2.40 : 2.10 : 2.68 1.18 : 4.08 : }.2)
2.12 : 2.17 : 1.89 . 1.3 1.38 ¢ 1.2¢

1/ Less than 500 pounds
Source: Compiled from officia) statistice of the U.S. Department of Commerce.

Note —Because of rounding, figures may not add to the totals shown.

1/ In 1984, the Customs districts of Philadelphia and Nev York accounted for
62 percent and 38 percent, respectively, of total imports of rav in-shell
pistachio nuts from Irsan; in 1985, virtually all imports of the product from
Iran entered through Nev York.
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Table 16.--Shelled, prepared, or preserved pistéchio nuts (including roasted
‘in-shell pistachio nuts): 1/ U.S. imports for consumption, by principal
sources, 1983-85, January-March 1985, and January-March 1986

January-March

Source 1983 1984 1985
1985 1986
Quantity (1,000 pounds)

Iran-------====cc===occm-nu- 51 : 91 : 700 : 0 : 213
Turkey--------~=-=c-cceo-cmnn- : 63 : 141 : - 182 : 31 72
People’s Republic of China--: 261 : "0 60 : 0 : 34
United Arab Emirates-------- : 198 : 0 : 0 : 0 : 0
All other------------------- : 25 : 32 - 147 : 8 1

Total-----wemmcemcceoanax : 597 264 : 1,088 : 39 320

Value (1,000 dollars)

Iran-------cccccmmmmm e 87 : 230 : 1,001 : - 374
Turkey--~--------cmmocmoonnn : 225 505 : 398 : 27 147
People’s Republic of China--: 303 : -t 35 : - 21
United Arab Emirates-------- : 332 : - R - -
All other-----------ceecea-- : 74 93 : 274 : 10 2

Total------co-mmocnconun 1,021 : 828 : 1,708 : 37, 544

Unit value (per pound)

Iran---------=c-ccwmmmnono- $1.71 $2.52 : $1.43 - $1.76
Turkey----~----- mmmmememeae- : 3.57 : 3.58 : 2.19 : $0.87 : 2.03
People’s Republic of China--: 1.16 : - .59 : - .61 -
United Arab Emirates-------- : 1.68 : -2 - - -
All other--------eccccunuooo: 2.94 : .2.90 : 1.87 : 1.19 : 3.47

Average-----------------: 1.71 : 3.13 : 1.57.: .94 : 1.70

1/ The data reported in this table are for TSUS item

145.53.

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

Total U.S. imports of shelled, prepared, or preserved pistachio nuts

(including roasted in-shell pistachio nuts) decreased from 597,000 pounds in
1983 to 264,000 pounds in 1984, then increased to 1.1 million pounds in 1985,

representing an increase of 82 percent from the level of imports in 1983.

Imports continued to increase from 39,000 pounds during January-March 1985 to
320,000 pounds during the corresponding period of 1986, or by 721 percent.
Iran accounted for 9 percent of such imports in 1983, 34 percent in 1984, and

64 percent in 1985.
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Market penetration by the LTFV imports

The share of the U.S. market for raw in-shell pistachio nuts supplied by
imports from Iran increased substantially during 1980-84. The U.S. market
share by those imports increased from 6.3 percent in 1980 to 16.2 percent in-
1981 and 19.8 percent in 1982, declined to 15.9 percent in 1983, rose to 45.2
percent in 1984, and then declined to 42.3 percent in 1985 (table 17). As
indicated previously, prior to 1976, virtually all domestic consumption of
pistachio nuts was supplied by imports, principally from Iran, and imports
supplied 85 percent or more of consumption during 1976-79 (table 3).

‘

Table 17.--In-shell pistachio nuts: Share of U.S. consumbtion supplied
by Iran, all other countries, and U.S. producers, 1980-85

Item : ‘1980 ¢ 1981 1982 1983 ° 1984 1985 .

U.S. consumption : : : : : :

1,000 pounds--: 12,458 : 18,965 : 20,870 : 31,559 : 47,150 : 61,061

Share of U.S. consumption : : : : : :
supplied by-- :

Iran----------- percent--: 6.3 : 16.2 : 19.8 : 15.9 : 45.2 : 42.3
All other countries : : : : oh

percent--: .5 .4 10.1 : 2.2 : 1.0 : 1.4

Total imports---do----: - 6.8 l6.6 : . 29.9 : 18.1 : 46.2 : 43.7

U.S. producers----do----: 93.2 83.4 : 70.1 : 81.9 : 53.8 : 56.3

Source: Compiled from official statistics of the U.S. Department of
Commerce and the data shown in table 3.

Note.--Because of rounding, figures may not add to the totals shown.

Prices

Data on wholesale pistachio prices and on returns earned by pistachio
growers were collected by the Commission’s questionnaires. These data were
supplemented by figures reported to the USDA’s Crop and Livestock Reporting
Service. Wholesale prices for raw in-shell pistachio nuts were obtained from
sales by processors (hullers and dryers), from purchases by roasters and
importers, and-from importer resales. For roasted in-shell pistachio nuts,
prices were obtained from roaster sales, from importer purchases and resales,
and from distributor purchases. ' _ -

Data were requested from processors on.payments made to growers for green
(unprocessed) pistachios and for prices obtained for raw (hulled and dried)
nuts sold to domestic roasters. .Roasters furnished prices paid to domestic
processors for raw in-shell pistachios and to importers for such Iranian
nuts. Roasters were also asked to indicate prices they received for sales of
roasted pistachio nuts to distributors, and whether they were of domestic or
foreign origin. Importers were asked to give prices paid for pistachio nuts
from Iran and resale prices if these pistachios were then sold to domestic
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roasters. Distributors were asked to provide prices paid to domestic roasters
or to importers for roasted pistachio nuts. If respondents engaged in two or
more of the foregoing activities, prices were collected only on those
transactions that were made at arm’s length.

For both raw and roasted in-shell pistachio nuts, prices were requested
for the largest transactions in each quarter, from January-March 1982 to
January-March 1986 for raw plstachios and from January-March 1985 to
January-March 1986 for roasted nuts. 1/ Respondents were asked to provide
separate price information for each of four size categories--very large (18/20
and 20/22 count), large (22/24, 24/26, and 21/25 count), medium (26/28, 28/30,
and 26/30 count), and small (30/32, 32/34, and other counts). Information was'
also requested on shipping costs. Usable price information was collected from
9 importers, 13 processors, 16 roasters, and 16 distributors. 2/

Domestic grower returns.--USDA officials began keeping records of
domestic production and prices of raw pistachios in 1977. Table 18 presents .
data on pistachio production and average returns 3/ received by growers in
California during crop years 1977-85. Ultimately, growers’ average returns
will depend on the retail market for in-shell pistachios.

At the retail market level, the demand for in-shell pistachios is price
elastic and sensitive to prices of other snack foods, including other nuts.
Cashews are thought by the industry to be the pistachio nut’s closest rival in
demand. The demand for pistachios is also seasonal, with heaviest demand
occurring in the December holiday period. On the other hand, the domestic
supply of pistachio nuts is highly inelastic. It takes 7 to 10 years for new
plantings to begin to bear fruit. Furthermore, domestic production tends to
be variable because of the alternating 2-year bearing cycle. Import supply is
moderately elastic. Iran has been the world’'s largest producer, but it also
has traditionally consumed most of its own production. Consequently, Iran’s’
supply of pistachio exports to the world market could increase substantially
if a fall in domestic demand occurred. Because competition holds markups by
processors, roasters, and distributors near thelr costs, supply conditions at
the retail level are likely to feed back to growers. As a result, variations
in grower returns result principally from shifts in domestic supply, which in
turn are likely to be frequent, as U.S. production is erratic and Aimport
supply is not predictable.

1/ However, in most instances, respondents repotted the quantity and value
of total quarterly transactions.

2/ If firms engaged in several of these activities, they were treated as
belonging in each category that applies

3/ These returns are an average of payments made to growers; under terms of
the contract, payments are distributed over the year following each harvest as
processors (hulling and drying operators) realize sales to roasters. Most
contracts specify quarterly installments based on an estimated final price to
the grower. The last payment reflects any adjustments made by the processor
based on the final price received for the crop. Grower contracts usually run
5 years, though some growers prefer year to year.
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Table 18.--Production of California pistachios and average returns
received by growers, 1/ crop years 1977-85

. Production . Average
Crop year : - ; . return
In-shell ) Shelled Total . to growers
.............. 1,000 pounds------------- : Per pound
1977--cccmmcccccaeaaes : 4,500 : 3,800 : 4,500 : $1.04
1978--cmeccmmaccac e : 2,500 : 2,100 : 2,500 : 1.24
) K- £- J . : 17,200 : 13,100 : 17,200 : 1.60
1980----cccmmcceceaaas : 18,600 : 8,300 : 26,900 : 2.05
198)1-------ccccmmaa-- : 11,300 : 3,200 : 14,500 : 1.36
1982---cccccmieea - : 37,500 : . 5,900 : 43,400 : 1.45
1983--cccccemccceecaa- : 21,000 : 5,400 : . 26,400 : 1.42
1984--cmccccccccecann : 45,300 : 17,800 : 63,100 : .95
1985-ccmcccccccaaaaaaa : 22,600 : 4,500 : 27,100 : 2/ 1.32

1/ All pistachios, split and unsplit, in-shell and shelled.
2/ Estimated.

Source: U.S. Department of Agriculture, Statistical Reporting Service.

Because of the nature of grower-procéssor contracts, grower returns
depend directly on the market for raw in-shell pistachio nuts faced by the
processor in its sales to roasters (or to distributors, in the case of
integrated processors/roasters). However, the individual grower’s return also
depends on the mix of raw pistachilos classified as clear stock, dying stock
(open, but blemished), and shelling stock (unopened nuts or loose nut meats),
and the distribution of nuts by size. Unsplit nuts may be mechanically split,
but at high expense to processors that translates into lower returns for
growers. Alternatively, unsplit nuts may be shelled to obtain nutmeats.
Shelled pistachios typically command a significantly lower price per pound
(in-shell basis) than do in-shell pistachios. 1/ Returns also depend on other .
quality attributes, summarized by three grade levels (fancy, U.S. No. 1, and
U.S. No. 2) applicable to the raw pistachio nuts. Price differences of 2 to 5
cents per pound result from each grade adjustment. These grades are currently
being adopted by segments of the California industry on a voluntary basis.

Summarizing the history of average returns to growers, green pistachios
commanded an average of $1.04 per pound for the first commercial crop reported
in 1977. Returns rose to $1.60 in 1979 and then to $2.05 by 1980 as the _
supply of imports was interrupted by the trade embargo against Iran. With the
resumption of trade in January 1981, grower returns fell to around §$1.40 per

1/ A witness for the petitioners testified during the hearing that "Unlike
other nuts, such as walnuts or almonds, there is little demand for pistachios
sold out of the shell as nut meats. In fact, contrary to what you might
expect, on a comparable weighted basis, shelled pistachios have a much lower
value than pistachios in shell." (Transcript, p. 12.)
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pound, where they remained for crop years 1981-83. Grower returns then
dropped sharply for the 1984 crop, before a partial recovery occurred with the
1985 crop.

For the 1977 crop year, domestic growers received an average return of
$1.04 per pound for about 4.5 million pounds of pistachios of all grades, both
in-shell and shelled nuts. For 1978, the domestic supply of in-shell
pistachios was estimated at about 2.4 million pounds, compared with imports of
over 16 million pounds. 1/ Grower returns on the 1978 crop averaged $1.24 per
pound. With the 1979 crop, domestic production rose sharply to 17.2 million
pounds. This coincided with a sharp decline in pistachio imports, to less
than 1 million pounds for calendar year 1980, as a result of the embargo
placed on U.S. imports from Iran. 2/ Grower returns on this 1979 crop
(realized largely in 1980) increased to $1.60 per pound, and increased further
the following year, surpassing $2.00 per pound. In 1980, the domestic supply
of in-shell pistachios, estimated at 11.6 million pounds, was less than
one-half of the 24.6 million pounds imported during 1979, the year prior to
the embargo. ' '

After the embargo was lifted in January 1981, prices received by domestic
growers of pistachios fell to lower levels. Returns averaged around $1.40 per
pound for crop years 1981-83 before dropping to below $§1.00 per pound for the
crop of 1984. Growth in domestic production of pistachios, measured between
alternate years because of the 2-year bearing cycle for this crop, continued
to be substantial during this period, as plantings from the mid-1970s began to
bear. Production rose by 61 percent between 1980 and 1982, followed by an
increase of 45 percent between 1982 and 1984. Increased domestic output was
accompanied by downward pressure on grower returns.

Contrary to grower expectations, 3/ returns to domestic growers have not
risen with regularity during off-years relative to the previous on-year.
Returns earned on the 1981 (off-year) crop declined markedly from the year
before. During 1981, Iran began recouping portions of the U.S. market it lost
during the embargo; exports to the United States recovered to over 3 million
pounds. Anticipation of a record domestic crop in 1982 probably contributed
to the declining returns growers earned on their 1981 crop. The average return
earned on the (off-year) crop of 1983 was §$1.42, or 3 cents below the average
return from the previous crop year. During 1984, when much of the 1983
off-year crop was being marketed, Iranian imports reached 21 million pounds, a
level approximately equal to the average total U.S. imports during 1974-79.
Returns earned by domestic growers on the 1984 bumper crop fell to §.95, as
domestic production increased to 63 million pounds, exceeding the record crop
of 1982 by almost 20 million pounds. The lower average grower returns,
calculated from sales of both in-shell and shelling stock, may have been due
in part to the relatively high proportion of unsplit nuts harvested in 1984,

1/ Estimate, California Pistachio Commission. Calculated using 1977 crop
estimate, deducting exports, and converting to a calendar-year basis.

2/ Reference was made previously to a severe frost that apparently greatly
reduced the production of pistachios in Iran during the 1979 crop year.

3/ Hearing transcript, at p. 25.



A-44

as suggested by the percentage of shelled nuts sold--over 28 percent. 1/ The
return for shelling stock was only $.21 per pound (in-shell basis) for the
1984 crop, compared with $1.24 for in-shell nuts. 2/ For the 1985 crop year,
grower returns were estimated to be $1.32 per pound, rising 37 cents relative
to the previous on-year’s crop. The higher average returns that growers are
expecting for 1985 would seem to reflect, among other factors, a higher
proportion of the crop being marketable as in-shell (83 percent, compared with
72 percent in 1984) and lower (off-year) domestic production. However, the
1985 crop added further to the oversupply of nutmeats, sending returns for
shelling stock even lower, to $0.16 per pound.

Data on apparent U.S. consumption, import supply, and net domestic supply,
each pertaining only to in-shell pistachios, are presented in table 19. Also
presented 1s a breakdown of average grower returns into returns on in-shell
pistachios and returns on nut meats. Figure 5 relates in-shell supplies to
returns earned on in-shell pistachios taken alone. 'The data indicate that
grower returns on in-shell pistachios increased sharply over crop years 1979
and 1980, as imports declined from 22.6 million pounds to 2.6 million pounds.
With the 1981 season, grower returns declined to $1.59 per pound as imports
from Iran resumed and a second consecutive year of large domestic supplies
became available. Grower returns remained near $1.60 per pound through the
1983 crop year, even as imports increased sharply, reaching 15.4 million
pounds during the 1983 season. Over the period 1981-83, net domestic supplies
moved between 13.6 and 19.5 million pounds. Examining data for the 1984 crop
year, grower returns on in-shell pistachios declined sharply, from $1.68 to
$1.24, while imports increased marginally from 15.4 million pounds to 17.1
million pounds. Meanwhile, net domestic supply increased from 16.0 million
pounds in 1983 to 39.1 million pounds in 1984. During the 1985 crop year,
grower returns rebounded to $1.55, slightly below the 1981-83 levels, as net
domestic supply fell to 26.2 million pounds, somewhat above net supplies
during 1981-83. Grower returns recovered during the 1985 crop year despite an
increase in imports from 17.1 million pounds to an estimated 25 million pounds.

Raw in-shell pistachio prices.---Direct comparisons of domestic and
Iranian pistachio prices are not entirely valid for several reasons. Although
both domestic and imported nuts vary widely by size, most domestic pistachios
fall into the 21/25 (large) size category, while Iranian pistachios are
typically in the 26/28 (medium) size class. Direct comparison of the prices
of large pistachios is complicated by a lack of conformity in size categories.
Large domestic pistachios are 21/25, while large Iranian nuts are 22/24 and
24/26. Furthermore, shipments of imported Iranian nuts are only roughly
graded by size and contain foreign debris that must be removed before
roasting. 3/ Some added expense must be incurred by the importers and/or
roasters before they are closely comparable to domestic pistachio nuts.

1/ On the basis of the data in the tabulation on p. A-15, shelled nuts
accounted for the following share of total shipments of U.S.-grown pistachios
in the following crop years: 1977--16 percent, 1978--16 percent, 1979--24
percent, 1980--31 percent, 1981--22 percent, 1982--14 percent, 1983--20
percent, 1984--28 percent, and 1985--17 percent.

2/ Petitioners’ prehearing brief, table A-1.

3/ Hearing transcript, at p. 106.
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Table 19.--Grover returns, imports, net domestic supply, and apparent
consumption for in-shell pistachios, crop years 1977-85

Grover returns

In-ghell pistachios

Crop year : : : Net : A c
: Average : In-gshell: Meats Imports : domestic : pparen
. ) .consumption
: : : supply 1/:

----Dollars per pound-----= ! -ccecec--- Million pounds---------
1977-----acmmay 1.06 : 2/1.16 : 2/0.39 : 23.0 -2.2 : 20.8
1978----cceceeas 1.24 : 2/ 1.39 : 2/ .45 : 16.7 4.2 : 20.9
1979--------unm- 1.60 : 2/ 1.92 : 2/ .61 : 22.6 -0.2 : 22.4
1980---~------- 2.05 : 2/ 2.56 : 2/ .55 : 2.6 : 20.9 : 23.5
1981-----------; 1.36 : 1.59 : .56 : 4.1 : 13.6 : 17.7
1982----ccve--- 1.45 : 1.60 : .52 ¢ 6.1 : 19.5 @ 25.6
1983-----cc---- : 1.42 : 1.68 : 42 15.4 16.0 : 31.4
1984----c-cmun- : .95 ¢ 1.24 : .21 17.1 39.1 : 56.2
1985------c---- :3/1.32 : 3/1.55: 3/ .16 : 3/ 25.0 3/ 26.2 : 3/ 51.2

1/ Net domestic supply equals

apparent consumption minus imports.
2/ Staff estimate, based on proportion of marketable in-shell production,
and historical relationship. to returns on nut meats and in-shell pistachios.
3/ California Pistachio Commission estimate.

Source: California Pistachio Commission; California Crop and Livestock
Reporting Service; and petition, exhibit A, table 3, and appendix A, table A-1.

Figure 5.--Grower returns, apparent consumption, net domestic supply,
and imports of in-shell pistachios, crop years 1975-85
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Another problem concerning price comparisons arises because of contract sales.
Shipments reported as having occurred in one period are frequently contracted
for in a previous period, and at a price agreed upon in the earlier period.
Some of the price data, therefore, are likely to misrepresent the prevailing
"spot market" prices for the period in question. One processor indicated that
it shipped its pistachios to a roaster on consignment, with payments
contingent upon the prices received for the pistachios in roasted form.

A comparison of the prices received by domestic processors and importers
of Iranian nuts from sales to domestic roasters is presented in table 20 for
January-March 1984 through January-March 1986. 1/ This and other tables to
follow provide ranges in prices reported by all respondents, but weighted-
average prices constructed only from those responses that gave total quarterly
transactions data. To summarize, these data indicate that domestic raw
pistachio prices fell throughout 1984, stabilized early in 1985, and have .
increased during July-December 1985 and January-March 1986. Prices during
January-March 1986 are roughly comparable to those that prevailed during
January-March 1984. In general, the prices for imported pistachios were
significantly lower than for domestic pistachios. Only for the very large
size category were price differences between the domestic and imported
pistachios small. Processors reported that shipping raw pistachios to.
roasters entailed shipping costs between 2 and 12 cents per pound. Most
processors indicated that roasters paid these charges.

Table 21 presents data on the same transactions, but instead reports what
roasters pald to domestic processors and importers, or prices paid by roasters
that import directly. Sufficient data were available to present prices over
the period January-March 1982 through January-March 1986. Generally, domestic
prices were fairly stable from 1982 through January-June 1984, at which time
they began to decline. For example, 18/20 (very large) domestic pistachios
declined from an average of over $2.50 per pound in the first 9 months of 1984
to around $2.00 per pound during October-December 1984 and into 1985. Prices
increased sharply during October-December 1985 and into 1986, and they are
currently at or near 4-year highs. For both large- and medium-sized domestic
categories, the pattern was similar. On purchases of domestic raw pistachios,
most roasters reported paying for shipping, with charges ranging between 1 and
8 cents per pound.

Examining the pattern of prices for imported pistachios, the data are not
as conclusive. However, it appears that import prices of large- and medium-
sized pistachios began to decline before the price decline on domestic nuts
started. For example, roasters paid about $2.50 per pound for large imported
pistachios throughout 1982 and into 1983. By April-June 1984, the price of
large Iranian pistachios was down to $2.08. Medium-sized pistachios from Iran
commanded around $2.20 throughout 1982, but had declined to $2.05 during April-
June 1983 and to $1.84 by January-March 1984. These contrast with declines in
price on domestic raw pistachios that began during June-December 1984. For
both large- and medium-sized pistachios, import prices continued to decline
during most of 1984 and 1985. For large imported pistachios, prices fell to

1/ Data from the questionnaires were inadequate to allow price comparisons
for 1982-83.
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Table 20.--Prices received by domestic processors and by U.S. importers for
raw in-shell pistachio nuts sold to domestic roasters, by sizes and by
quarters, January 1984-March 1986

(In dollars per pound)

Period

Processor sales of :
: domestic pistachios :

Importer sales of

Iranian pistachios

Range

fAveragef

Range fAverage

1984:

January-March----------
April-June-------------
July-September---------
October-December-------

1985:

January-March----------
April-June-------------
July-September---------
October-December-------

1986:

January-March----------

1984:

January-March----------
April-June--------------
July-September---------
October-December-------

1985:

January-March----------
April-June-------------
July-September---------
October-December-------

1986:

January-March----------

1984:

January-March----------
April-June-------------
July-September---------
October-December-------

1985:

January-March----------
April-June------~------
July-September---------
October-December-------

1986:

January-March----------

See footnote at end of table.

Very large (18/20 and 20/22)

--------- -: 1.87

---------- : 2,60 - 2.75 : 2.63 : 2.38 : 2.38
---------- : 2.60 - 2,72 ¢ 2.70 : 1/ : 1/
fmmeceee-: 2.35 - 2.70 : 2.46 : 2.26 : 2.26
----------- 1.95 - 2.21 : 2.15 : 2,09 :  2.09
---------- :1.95 - 2.45 : 2.15 : 2.04 : 2.04
----------- 2.11 - 2.30 : 2.22 : 2.02 : 2.02
----- eee--: 1.95 - 2.34 : 2.34 : 1.60 - 1.83 : 1.71
---------- : 2.52 - 2.67 : 2.67 : 2.09 - 2.36 :  2.26
S : 1.85 - 2.75 : 2.75 : 2.65 : 2.65

' Large (22/24, 24/26, and 21/25)

---------- :2.02 - 2.65 : 2.51: 1/ : 1/

--------- : 2.50 - 2.65 : 2.52 : 2.24 : 2.24
fecececee; 1.82 - 2.65 : 2.48 : 1.99 - 2.24 1 2.07
deceee-=-:1.75 - 2.15 : 1.89 : 1.53 - 2.18 : 1.56
---------- :1.75 - 2.34 : 1.83 : 1.43 : 1.43
----------- 1,75 - 2.25 : 1.93 : 1.45 : 1.45
---------- £ 1.75 - 2.80 : 1.92 : 1.36 - 1.43 : 1.37
---------- :1.83 - 2.65 : 2.37 : 1.47 - 1.70 : 1.69

- 2.55 : 2.53 ; 1.86 : 1

.86

Medium (26/28, 28/30, and 26/30)

memeeen---; 2,17 - 2,40 ¢ 2.23 :
---------- : 2.40 - 2.50 : 2.43 :
........... 2.35 - 2.40 : 2.39 :
S y H y H
........... 2.34 : 2.34 :
........... 1.90 : 1.90 :
........... 1.90 : 1.90 :
........... 1.90 : 1.90 :
. y : _]:/ :

1 1.82
1.50 - 2.23 : 2.10
1.50 - 1.85 : 1.64
1.50 - 1.72 : 1.55
1.40 - 1.50 : 1.42
1.22 - 1.31 : 1.23
1.24 - 1.44 : 1.26
1.34 - 1.65 : 1.64
1.26 - 2.04 : 2.04

.82 :
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Table 20.--Prices received by domestic processors and by U.S. importers for
raw in-shell pistachio nuts sold to domestic roasters, by sizes and by
quarters, January 1984-March 1986--Continued

(In dollars per pound)

Processor sales of : Importer sales of
: domestic pistachios : Iranian pistachios

Period - - -
Range Average’ Range ‘Average
Small (30/32, 32/34, and other)
1984: : : :
January-March------------c------- : 1.60 : 1.60 : 1.68 : 1.68
April-June--------------cc--oo---- : 1.54 : 1.54 : 1/ 1/
July-September--------~---------- : 1.10 : 1.10 : . 1/ : 1/
October-December------<---------- : 1.10 : 1.10 : 1.31 : 1.31
1985: : : : s
January-March-------cccemoo-- : 1.83 : 1.83 : 1/ : 1/
April-June-----c-ecmommaacnaanan : 1.84 : 1.84 : 1.16 : 1.16
July-September------------------- : 1.84 : 1.84 : 1.16 : 1.16
October-December----------------- : 2.35 : 2.35 : 1.16 : 1.16
1986: : : :
January-March-----------c--o----- : o 2.42 ¢ 2.42 1/ 1/

1/ No transactions were reported.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

$1.23 during April-June 1985, before recovering to about $2.00 by January-
March 1986. Medium-sized imported pistachios declined in price throughout
1985, to as low as $1.06 per pound, before prices began to increase during
January-March 1986. Importers reported that shipping costs on pistachios
typically amounted to 4 to 1l cents per pound. However, most indicated that
their prices were c.i.f., with sellers handling payment of freight.

Roasted and salted in-shell pistachio nuts.--Tables 22 and 23 present
data on prices for roasted pistachios sold by domestic roasters to
distributors. Table 22 provides data on prices roasters reported receiving
for their products, while table 23 reports prices distributors paid. Data on
prices for roasted pistachios were requested only for 1985 and 1986, as they
were collected for the purpose of comparison with prices on recent imports of
roasted Iranian pistachios, if any. One very large roaster of domestic
pistachios, * * %, with annual sales of over * * * pounds, indicated that it
was unable to furnish sales prices on roasted pistachios by size and quarter.
* % % supplied only list prices and gross annual sales for all sizes.

Generally, the data suggest that roasted and salted Iranian pistachios
command prices at least as high as domestic pistachios, 1f not substantially
higher. However, there are inconsistencies in the data. For example, table
22 indicates that in the large category, Iranian nuts command a premium of
roughly $1.00 per pound. Table 23, on the other hand, suggests that for large
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Table 21.--Prices pald by roasters forzfaw in-shell pistachio nuts purchased
from domestic processors and from importers, or purchased as importers, by
sizes and by quarters, January 1982-March 1986 '

(In dollars .per pound) .
Processor sales of : Importer sales of
: domestic pistachios : Iranian pistachios

Period - - -
Range ‘Average’ Range .Average
Very large (18/20, and 20/22)
1982:
January-March------------ ERE LT : 1/ 1/ 1/ RIS V4
April-June---------e-ccccccnnanna- : 1/ 1/ 2.36 : 1/
July-September--<-«--c-v-ccemnmu-- . 1/ : 17 -y 1/
October-December----------------- : 2.58 : 2.58 : - 2.53 : 2.53

1983: : : : :
January-March----------c--ccuoo-o- : 2.46 : 2.46 : 2.50 :° 2.50
April-June-------------------o----: 2.41 : 2.41 : 1/ . V4
July-September-------«--ccccauaoo :1.98 - 2.35 : 2.29 : 1/ : 1/
October-December-------=--------- -1 2.53 - 2.72 : 2.53 : 1/ S V4

1984: : : : :
January-March---------ccccccnceo. : 2.45 - 2,70 : 2,51 : 2.43 @ 2.43
April-June------------c-oooomomo :2.60 - 2.67 : 2.63 : 1/ S V4
July-September------------------- :2.26 - 2.66 : 2.62 : 1/ Y4
October-December----------------- :2.00 - 2.10 : 2.03 : 1/ N V4

1985: : : :
January-March--------eccccccoannn :1.88 - 2,20 : 2.04 : 1/ S V4
April-June----------=-c-cocoaaooa :2.16 - 2.27 : 2.25 : 1/ N ¥4
July-September------------------- :1.81 - 2,16 : 2.04 : 1.81 - 2.08 : 2.07
October-December------=ac-ecouoax :2.36 - 2.65 : 2.36 : 1.94 : 1.94

1986: : : : o
January-March----------ccc-c----- : 2.65 - 2.77 : 2.77 : 1/ : 1/

Large (22/24, 24/26, and 21/25)

1982: : :
January-March---------c-ccceecno-- : 1/ 1 : “2.45 1 2.45
April-June-------cccccmeanaonaoa: 1/ : 1/ :2.51 -2.68 : 2.68
July-September---------c-c------- : 2.25 : 1/ : 2.54 : 2.54
October-December-------ccecvcccan; 2.41 : 2.41 :- 2,35 2.35

1983: : : : -
January-March--------cecemcaccaa- B 2.33 : 2.33 : '2.50 : 2.50
April-June-----------e----mmenoa- : 2.14 : 2.14 : 1/ 1/
July-September------------------- :2.11 - 2,20 : 2.11 : 1/ : 1/
October-December-------------- ---:2.59 - 2.60 : 2.59 : 1/ . ¥4

1984: : _ : S :
January-March-----c---cceccecan-o : 2.58 - 2.75 : 2.58 : - 2,12+ 2.12
April-June----------cc-cccmcoamann : 2,42 - 2,58 ¢ 2.51 : 2.06 - 2.09 : 2.08
July-September---------cccucccuan- : 2,35 - 2,52 : 2.49 : 1,55 - 2.09 : 1.57
October-December-----------u----- : 1,90 - 1.96 : 1.90 : 1.41 - 2.13 : 1.59

See footnote at end of table.
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Table 21.--Prices paid by roasters for raw in-shell pistachio nuts purchased
from domestic processors and from importers, or purchased as importers, by

sizes and by quarters, January 1982-March 1986--Continued

(In dollars per pound)

\

Processor sales of :

Importer sales of

: domestic pistachios : Iranian pistachios

Period - - -
Range .Average’ Range ‘Average
Large (22/24, 24/26, and 21/25)
1985: : : :
January-March-------cc-cccvcoa- :1.65 -1.91 : 1.83 : 1.34 - 1.57 : 1.36
April-June-----------co--mc-a- :1.65-1.91: 1.90 : 1.21 - 1.34 : 1.23
July-September----------wcc-ccuoo- :1.94 - 2,10 ¢ 1.96 : 1.27 - 2.06 : 1.51
October-December-------- DR LT : 1.74 - 2,00 : 1.87 : 1.73 ¢ 1.73
1986: : : ' : :
January-March------------cc---o-- : 1.71 - 2.65 : 2.39 : 1.80 - 2.18 : 2.02
Medium (26/28, 28/30, and 26/30)
1982: . : ' A :
January-March---------c---- R : 1/ 1/ 2.23 : 2.23
April-June-----------ccmccccccana. : 1/ 1/ 1/ Y
July-September------------------- : 1/ . ¥4 2,24 - 2.31 @ 2.24
October-December----~--coc--oeo-- : 2.36 : 2.36 : 2.18 - 2,20 : 2.18
1983: : : : :
January-March-----«-cc-ceceuo-- : 2.36 : 2.36 : 2.23 @ 2.23
April-June-------cceccccccunanano .-t 2.15 : 2.15 : 2.03 - 2.05 : 2.05
July-September------------------- :2.08 -2.13: 2.08: - 1/ 1/
October-December----~----cc--w--- : 2.19 : 2.19 : 1/ 1/
1984: : : :
January-March------cceccccouacann : 2.50 : 2.50 : 1.77 - 2.05 : 1.84
April-June----------cecoeoaaocanaay . 2.43 @ 2.43 : 1,60 - 1.92: 1.71
July-September------v-cccuceccn-- : 1/ t 1/  :1.45 -1.71 : 1.57
October-December---~----ccccuwn-- : 1/ 1/ :1.32 - 1.53 : 1.46
1985: : : o
January-March-------c-vceoceoouo-- :1.88 - 2.40 ¢ 2.36 : 1.29 - 1.48 : 1.40
April-June------c---ccocccccmcna- :1.83 -2.40: 1.95:1.11 - 1.29 : 1.17
July-September------------c---w--- :1.82-1.90: 1.84 : 1.06 - 1.27 : 1.15
October-December----------------- : 1.90 : 1.90 : 1.13 - 1.33 : 1.29
1986: : : : :
* January-March--------ccocccccovo-- : 1/ 1/  :1.26 - 2.05 : 1.57

1/ No transactions were reported.

Source: Compiled from data submitted in response to questionnaires of the

" U.S. International Trade Commission.
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Table 22.--Prices recelved by roasters for roasted and salted in-shell
pistachio nuts from the United States and Iran, by sizes and by quarters,:-

January 1985-March 1986

(In dollars per pound)

Roaster sales

of domestic nuts

Roaster sales
of Iranian nuts

Period : - - : -
- Range "Average Range 'Average
Very large (18/20, and 20/22)

1985: : : :
January-March-----------vc-cuuunoa- : 2,08 - 2.35 : 2.35: 1/ 4
April-June-------------c---------: 2.30 - 2.45 : 2.35 : 1/ 1/
July-September------------------- :2.37 - 2.65 : 2.37 : 1/ 1/
October-December----------w-co--- : 2.45 - 3.36 ; 3.18 : 1/ 1/

1986: : : :
January-March----------cc-ccoc--- : 2.48 - 2.95 : 2.48 : 1/ 1/

' . ‘Large (22/24, 24/26, and 21/25) '

1985: P : : :
January-March--------cccecccccon-- :1.85 -2.85: 1.94 : 3.00 - 3.50 : 3.10
April-June----c-ccccccccnianan :2.10 - 2,30 : 2.10 : 3.00 -.3.50 : 3.38
July-September-----<-----cuccou-- :2,08 - 2.89 : 2,09 : 3.00 - 3.50 : 3.34
October-December-------c--c-ccu-c--- :$2.23 - 2.97 @ 2.23 : 3.00 - 3.50 : 3.23

1986: : : : C : ,
January-March-----------oc-cc---- : 2.50 - 3,15 : 2.61 : 3.35 - 3.50 : 3.45

. : Medium (26/28, 28730, and 26/30)

1985: : : : :
January-March----------cccceco-- : 2,16 : 2.16 : 1.90 - 2.60 : 2.56
April-June~----------~---- e : 2.20 : 2.20 : 1.90 - 2.15 : 2.14
July-September---------cc-ccca-o-: 2.19 : 2.19 : 1.74 - 2.25 : 2.24
October- December-----------------: 2.12 - 2.65 : 2.47 : 1.80 - 2.40 :. -2.39

1986: ' oo : : : T -
January-March---------ccccccca-- - 3.00: 3.00 : 1.75 - 2.75 : 2.66

: Small (30/32, 32/34, and other)

1985: : : : :
January-March-------ccccccneacaa- : , 1.95 @ 1.95 : 2.25 - 2.40 : 2.29°
April-June------cccoceacaaacao-- : 1/ 1/ 1.65 -.2.05.; 1.97
July-September---------ccccceoc--- : 1/ 1/ 1.70 - 2.05 : 1.96
October-December-------ccceeeo-a- : "1/ 1/ 1.72 - 2.20 : 2.12

1986: : : N :
January-March--------------w-oo-- : 1.94 : 1.946 : 2,25 - 2.50-: 2.32

1/ No transactions were reported.

Source: Compiled from data submitted in response to questionnaires of the'

U.S. International Trade Commission.
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Table 23.--Prices paid by distributors for roasted and salted in-shell

pistachio nuts from the United States and Iran, by sizes and by quarters,

January 1985-March 1986

(In dollars per pound)

Distributor : Distributor
purchases of : purchases of
Period : domestic pistachios : Iranian pistachios
: Range fAveragef' Range fAverage

Very large (18/20, and 20/22)

1985: : : ,: :
January-March---------ccv-uenuccao :1.95 - 2,64 : 2.32 : 2.93 : 2.93
April-June-----------------------: 2,14 - 2,30 : 2.21 : 2.80 : - 2.80
July-September------ccccacecccua- :1.89 - 2,54 : 2.31 : 2.95 : 2.95
October-December-------cccc-e-ca- :1.98 - 2.99 : 2.87 : 3.00 : 3.00

1986: : . : C e :
January-March-----cccccmeocoo-- : 2.59 - 2,95 : 2.85 : 1/ : 1/

i "Large (22/24, 24/26, and 21/25)

1985: : : I oo
January-March-------ccececacc--- : 1.75 - 2.29-: 2,10 : 2.19 - 2.30 : 2.27
April-June----------cecmmcceooo :1.80 -2.29: 2.14 : 1.71 - 2.30: 2.08
July-September---------ccueaoono- :1.80 - 2.50 : 2.14 : 1.70 - 2.50 : 2.35
October-December------ccecuco-oo-- :1.85 -2.99 : 2.15 : 1.76 - 2.50 : 2.41

1986: : - : S :
January-March--------cecceoconon- : 2,59 - 2,90 : 2.63 : 2.15 - 2.60 : 2.18

. : Medium (26/28, 28/30, and 26/30)

1985: : 0 : : :
January-March------cccecooonooano $2.14 - 2.52 : 2.17 : 1.69 - 2.11 : 1.84
April-June----------ccmemcnncnannan : 1.99 : 1.99 : 1.71 - 2.10 : 1.87
July-September------------cc----- :1,77 -1.85 : -1.78 : 1.69 - 1.89 : 1.81
October-December------ R T : 1,75 -1.80: 1.76 : 1.79 - 1.95 : 1.86

1986: N : : . :
January-March---------cccccceeooo : 2.34 : 2.34 :1.85 - 1.87 : 1.87

: Small (30/32, 32/34, and other)

1985: : 1
January-March------ccccmceuccunn- : 1/ I V4 1.84 : 1.84
April-June------------c--ccc-o-oo : 1 N V4 1.84.: 1.84
July-September---------cccccacaa- : 1/ N V4 1.84 : .1.84
October-December----------------- : Yy S ¥4 1.80 : 1.80

1986: : : © o
January-March-------c-ccceeccaana; 1/ Y 2.35 . 2.35

1/ No transactions were reported.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.



A-53

pistachios, domestically roasted pistachios of domestic and foreign origin are
roughly comparable in price. Table 23 also suggests that prices are comparable
on roasted pistachios of medium size. The discrepancy between prices
reportedly received by roasters, compared with those paid by distributors, may
be due to differences in the market level to which various roasters sell their
product. It is known that some roasters package some of their own pistachios
and market them directly to retailers, rather than through distributors. If
prices received by roasters Included such transactions, roaster sales prices
would be higher than distributor payments. However, roaster sales to
retailers could not be identified reliably in the questionnaire respomnses.
Roasters reported that delivery charges on roasted and salted pistachios have
recently ranged between 3 and 24 cents per pound. Exports account for the
higher figures in this range. Although roasted pistachio prices are usually
quoted f.o0.b., several roasters indicated that they incurred delivery costs.

Imports of roasted and salted pistachio nuts were reported by only two
respondents. The importer of the larger quantity reported paying $* * * per
pound for Iranian pistachios of medium size, roasted in the United Kingdom,
for sale to various grocers and retailers. These shipments occurred between
July 1985 and March 1986, and incurred * % * cents per pound for ocean
freight. As these sales were not to distributors, any comparisons with other
tabulated prices would not ‘be valid. The other importer paid §$* * * per pound
during January-March 1986 for a shipment of very large Iranian pistachios
roasted in West Germany.

Exchange rates

Iran imposes comprehensive exchange controls to regulate its foreign
trade. As a result, the Iranian currency, the rial, is virtually non-
convertible. Most commercial banks throughout the world will not quote rial
exchange rates. There are commercial banks in Turkey, the United Arab
Emirates, and in Pakistan that will accept rials, but only rarely, and in-
small quantities for favored customers. 1/ Also, the central bank of Turkey
periodically sets an exchange rate between the Turkish lira and the rial. 2/
However, by declaring the rial nonconvertible, it retains sole legal authority
to conduct rial transactions. Nevertheless, fairly active trade in rials
occurs in each of these countries, extra legally, at rates dictated by market
forces.

Officially, the Islamic Republic of Iran has fixed the value of the rial
at 92.3 rials per SDR, a basket of five major currencies heavily weighted -
towards the dollar. As a result, the officilal rate of exchange between the
rial and the dollar has fluctuated narrowly around 80 to 90 rials per dollar
in recent years. In addition to the official rate, a preferential rate of

1/ Facsimiles of State Department cables from U.S. embassy sources in-
Ankara, Islamabad, and Abu Dhabi supplied to ITC staff.

2/ The lira/rial rates set by the central bank of Turkey on Feb. 28, 1986,
were 0.67 lira per rial (buying) and 0.81 (selling). With the lira/dollar
rates close to 670 lira per dollar, the effective rial/dollar rates compute to .
1,009 rials per dollar (buying) and 818 rials per dollar (selling).
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exchange has recently been applied to foreign currency conversions from .
non-oil exports, including pistachios, at an 11 percent premium over the .
official rate. It is this rate of exchange that the Department .of Commerce - -
used to determine that Iran was selling pistachios at LTFV, in the .amount of -
241 percent ad valorem. The International Monetary Fund (IMF) has recently
recognized the existence of a still higher rate, above 200 rials. per dollar,
that is available to Iranian tourists. 1/ Other documents have also been
submitted that refer to ’‘free market’ rates of exchange, ranging between 600
and 670 rials per dollar, that are consented to among private individuals and
then registered by banks within Iran. 2/ Still higher rates, up to 850 rials
per dollar, may be available on the black market, without benefit of registry.

In an attempt to clarify matters regarding these exchange rates, the
staff consulted by telephone with the Federal Reserve Bank of New York, the
authority ultimately responsible for confirming exchange rate series for
official use by Federal agencies, including the Department of Commerce.
Because diplomatic relations between the United States and Iran have not been
restored, Federal officials have so far been unable to confirm the nature of
pistachio export transactions. However, what they believe may be occurring is
as follows. Assume that an Iranian firm exports. pistachios and receives.
payment in a foreign currency such as the dollar. . The.exporter remands these
dollars to the Bank Markazi (the central bank of Iran) for conversion into
rials, receiving the official (preferred) exchange rate of about 100 rials to
the dollar. However, the exporter also receives a foreign exchange settlement
certificate, or a "warisnameh," that entitles the bearer to an allocation of
foreign exchange. This certificate may be used to import goods (at the
official rate of exchange of 80 to 90 rials per dollar), or it may be sold
privately to other importers at rates equivalent to 250 to 360 rials per
dollar, 3/ on the average. 4/ Thus, the total remuneration on each dollar of
pistachio exports may more accurately be valued at 330 to 450 rials.

However, because of Iran’'s currency inconvertibility and the bureaucracy
that surrounds foreign-exchange allocations, a considerable share of Iran’s
commerce with foreign countries has recently been conducted through bilateral
clearing arrangements that amount to commodity barter. This precludes the
need for currencies to be converted, either at official rates or otherwise.
Reliable estimates of the scope of Iran’s reliance on countertrade are not
available, especially with specific regard to pistachios. However, various

1/ IMF, International Financial Statistics, May 1986.

2/ Exhibit 1, submitted by counsel for respondents at the hearing (letter,
dated Mar. 3, 1986, to G.B. Kaplan at the U.S. Department of Commerce from D.
Roberts, Iranian desk officer at the U.S. Department of State).

3/ The IMF publication Exchange Arrangements and Exchange Restrictions
Annual Report 1985 contains the following extract on Iran: "Exporters of
non-o0il goods may import authorized goods up to the value of goods exported.
Such exporters may transfer the declared foreign exchange earnings to another
individual for import of goods."” : S L.

4/ Hearing transcript, at p. 97. The range of value for the warisnameh was
obtained from a facsimile of a telex from Bank Markazl to the Federal Reserve
Bank of New York supplied to the ITC staff by counsel for importers.
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specialists on countertrade 1/ have indicated that from one-third to "most" of
Iran’s trade 1s of the barter variety. Dubai in the United Arab Emirates, is
a major clearinghouse for Iranian trade. For example, pistachios destined for
export are purchased on credit by an Iranian exporter who delivers. them to,
Dubai, where they might be bartered for rice, coffee, lamb, refrigerators or
whatever available products are in demand in Iran. Trading companies in Dubai ~
then contract to sell these pistachios to buyers from West Germany, the United
States, or Japan. Turkey has also become a major staging point for Iranian
pistachio exports to the world market. It is believed that no direct shipments
of Iranian pistachios to the United States are presently occurring.

With respect to the official exchange rate for the rial, quarterly data
reported by the IMF indicate that between January 1982 and December 1985 the
nominal value of the Iranian rial depreciated relative to the U.S. dollar by
5.3 percent (table 24). 2/ After adjusting for relative differences in
inflation rates using the respective Producers Price Index of each country,
the international purchasing power of the Iranian currency reportedly
appreciated by nearly 24 percent relative to the U.S. dollar over the period
ending December 1985. From July 1983 through March 1985, the real
rial/dollar-exchange rate was relatively stable. Rapid escalation of prices
in Iran prior to July 1983 and the dollar’s nominal depreciation since March
1985 explain most of the 24-percent increase observed overall.

Lost sales

Three U.S. processors/roasters of in-shell pistachio nuts reported 21
instances of alleged lost sales to imports from Iran. :

Lost sales allegations by ¥ % % -.-% ¥ % made 10 allegations of lost sales
totaling * * * pounds. All the allegations concerned lost sales of roasted
and salted in-shell pistachio nuts. -

* % % was cited as purchasing * % % pounds of imported raw pistachio nuts
in * * * at a price of $* * * per pound, rejecting the competing domestic
price quotation of §* * % per pound for roasted and salted in-shell pistachio
nuts. * % % could not recall the cited lost sale but noted that .purchases of.
imported pistachio nuts have increased, primarily in 1986, and that price was
the predominant factor. . . ,

% % % was cited in a lost sale of * * * pounds of pistachio nuts in
% % %, % % % claimed that its quote of $* * * per pound was rejected in favor
of a price of $* * * per pound for the Iranian raw pistachio nut. * % %
stated that his firm buys only the imported product because of its superior
quality and taste. He stated that his firm does not solicit prices from U.S.
companies and the countervailing duty imposed on the imported nuts "has hit
his firm hard."

1/ Telephone conversations with John Walker, USDA; Donna Voight, CRS;
Pompiliu Verzariu, Department of Commerce; and Ann Roberts, Arab Report.
Also Middle East Economic Digest, Dec. 14, 1985, p. 36; and Review 1985/
Preview 1986, p. 52.

2/ International Financial Statistics, Harch 1986.
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Table 24.--U.S.-Iranian exchange rates: 1/ Nominal-exchange-rate equivalents
of the Iranian rial in U.S. dollars, real-exchange-rate equivalents, and
producer price indicators in the United States and Iran, 2/ indexed by
quarters, 1982-85

October-December---: 103.

U.s. : - Iranian : Nominal- : Real-
Period : Producers : Producers : exchange- : exchange-
' : : Price Index : Price Index : rate index : rate index 3/
: D USS per Rial-------
1982: : : : :
January-March------ : 100.0 : 100.0 : 100.0 : 100.0
April-June---------: 100.1 : 103.8 : 98.1 : 101.8
July-September----- : 100.5 : 103.6 : 95.5 : 98.4
October-December---: 100.6 : 108.7 : 94.6 : 102.3
1983: : : ' : S '
January-March------: 100.7 : 116.3 : 95.9 : 110.8
April-June--------- : 101.0 : 123.7 : 94.7 : 116.0
July-September----- : 102.0 : 119.1 : 92.6 : 108.1
October-December---: 102.5 : 118.5 : 92.5 : 106.8
1984: e : : S
January-March------ : 103.6 : 125.6 : 92.1 : 111.7
April-June--------- : 104.3 : 131.9 : 92.0 : 116.3
July-September-----: 104.1 : 128.0 : 89.0 : 109.5
October-December---: 103.8 : 128.4 : 87.4 : -108.1
1985: : : : :
January-March------ : 103.6 : 135.3 : 84.9 : 110.9
April-June--------- : 103.7 : 139.1 : 87.2 : 116.9
July-September-----: 103.0 : 131.3 : 90.1 : 114.9
6 : 135.4 : 94.7 : 123.8

1/ Exchange rates expressed in U.S. dollars per Iranian rial.

2/ Producer price indicators--intended to measure final product prices--are
based on average quarterly indexes presented in line 63 of International
Financial Statistics. A .

3/ The real value of a currency is the nominal value adjusted for the
difference between inflation rates as measured here by the Producer Price
Index in the United States and in Iran. Producer prices in the United States
increased 3.6 percent between January 1982 and December 1985 compared with an
increase of 35.4 percent in Iran'during the same period.

Source: International Monetary Fund, International Financial Statistics,
April 1986. '

Note.--January-March 1982=100.0.
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% % % claimed-that in * * * it was. unable to sell * % %.pounds of
pistachio nuts to ¥ % ¥ for $* * * per pound, because the company purchased
Iranian pistachio nuts for $%* * * per pound. An employee in the purchasing
department of * * * stated that his firm does not purchase imported nuts,
although the. vendors he: purchases from may import pistachIOknuts.u‘

% *# ¥ cited a lost sale of * * * pounds of pistachio nuts priced at
§% % % to * * * because it purchased the imported raw pistachio nuts for
§* * % per pound. . A-spokesman for * * * said that it purchases both domestic
and imported pistachio nuts: and price -is the determining factor. He thinks
the taste of the Iranian nut is superior, but the size and appearance of the
California nut is better. He stated that the price gap between U.S. pistachio
nuts and imported nuts has narrowed since the imposition of the countervailing
duty and his firm will probably have to buy more U.S. pistachio nuts this year.

% % % cited a lost sale of % % % pounds priced at $* * * per pound to
% % % to Iranian raw pistachio nuts priced at $* * * per pound. A spokesman
for * * * .stated that he was selling California nuts until a few months ago.
when he shopped around and bought Iranian pistachio nuts because the price was
lower. He commented that his firm is not selling many pistachio nuts now
because the price of the Iranian product has gone up. : :

Lost sales all;ggtions by * % *, -k Kk Kk made three lost sales allegations
totaling * % * pounds of pistachio nuts. Two of the three customers were not
identified. The third customer denied the allegation and added that his firm
was no longer buying pistachio nuts,. domestic or foreign o

Lost sales allegg;ion by hadliad *,«-* % * made eight lost sales
allegations--four concerned sales of roasted and salted pistachio nuts,
totaling * * * pounds, and four concerned raw pistachio nuts, totaling * * *
pounds. Four of the customers were located in * * *, As neithexr phone
numbers nor contact persons were provided, none of these allegations could be
investigated. The remaining domestic firms were unable to confirm or deny the
veracity of these claims without knowledge of the dates, quantities, and the
supplier in question.

Lost revenues

Two firms responding to the processor/roaster'Questionnaire made
allegations of price suppression. * * %’s allegations, which covered the
period * * %, involved approximately * * * pounds and five purchasers.
Although the firm was unable to quantify these losses, the staff contacted the
purchasers and the allegations are summarized below.

Allegations of lost revenue by % % % --% % % stated that the bulk of his
firm’s purchases are California pistachio nuts. He imported pistachio nuts :
for the first time in 1985 but has not tried to use the price of imported nuts
to negotiate a lower price because the pistachio nuts are so different. He
prefers the size and quality of the California nuts but thinks the Iranian
nuts are more flavorful.
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% % * gtated that his firm does not buy or use the imported product.

This is because the Iranian nut is smaller than the California nut and he
prefers the looks of the California product. He added that the Iranian nuts
do not compete in the market with the larger California pistachio nuts. His
firm gs very supportive of a competitive market and will use domestic
producers’ prices to try to negotiate a lower price.

% % % stated that he sells both California and Iranian pistachio nuts and
that domestic nuts outsell Iranian nuts five to one. The Iranian nuts
typically retail at §* % * per pound and the California nuts retail at $* * *
per pound. He has never used the imported price to negotiate a lower price
with domestic producers, but has asked U.S. producers to lower prices to
enable him to maintain his retail margin. He added that the U.S. nuts and
Iranian nuts have separate markets and are different nuts; therefore, there is
no need to compare the prices.

* % % gtated that his firm does not buy imported pistachio nuts. He has
approached U.S. growers to reduce their prices in light of substantially lower
priced imports, but could not recall specific instances of price suppression.

A spokesman for * * * sﬁated that he was unaware of any price suppression
due to lower priced imports. * % % orders for pistachio nuts are issued by
its branch offices to numerous local suppliers.

- Allegations of lost revenue by % % % __-% % % gstated that he buys only
California-grown pistachio nuts. He is a rebagger and also has equipment to
shell pistachio nuts. He does not handle imported nuts because their quality
is poor and exporters will present samples of high quality pistachio nuts and
then ship inferior quality pistachio nuts.
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Fodera! Register / Vol. 51. No. ¢7 / Tuesdsy. March 11, 1 ” | Notices

United States Departmensof.Commoroe.
14th Street and Constitution Avenue.
NW.. Washington. DC 20230- telephone:
(202) 377-1768.

Preliminary Determination ‘
We have preliminarily-determined

thatcertain in-shell pistachios ffom Iren
arebeing. or are-likefy to be. snid'in the

_ United States at'less than fair value. a3

providid'in section. 733(b}.ofthe Tanff
Act of 1930..as amended (38-US.C.
1873k(b}) (the Aat). We found that all
sales during the period of inwestigation
were gt lesa than fair valos. The

 weighted-average margin is 182.54

-307-002)

Cortain in-Shall Pigtachios From tram
Praliminary Determination of Gales st
Less Than Faks Value

Aoswcy: briernahonalYrade
Administzation. Import Administration.
Commeree :

ACTIONK: Rotice

SUMMARY. We have prelimirmrily
determinad that cartoin irshell
pistechics from run are baing or are
likely t be. s0id ip tha United Sixtee at
lessithamfairvalue. and have notified
the US. Intemational Teade

Coramissian (TTC).of our determinstion.
We have dieeatest the 1. S Customs -
sarvice wsuspemhths Hquidation ofall
entries of the anbjgetmerchanshse e
described i the “Suspsnsian of
Liquidation™ section of this notice. If this
inwestigatiompracasds normally we will-
:Auhou finsl deteamination-by May 16
EFFRCUVE DATRE Mirch 11. 1088

POR PURTHER MIPFORMATION CONTACT:
Mary §: Clepp. Office of Inivestigations.

percent We have preliminarily
determined that “eriticalctrcumstances™
exist with respect to pistachios from
lran

Case History

On September 28, 1968 we recsivedw
petition from the Califomia Pistacliio
Commission. BlackwellLandiCa.. .
Californie Bistachio Oachards. Keenan
Farms. Inc.. Kern Pistachie Hulling &
Drying Co-op. Los Ranchos de Poco
Pedro. Pistuchio Producers of California.
and TM Duché Nut Co., Inc. In
compliance with the filing requirements

" of § 353.38.0f. tha Commerce Regulations

(19 CFR 353:38). the petition alleges tha!
imports of certain in-shell.pistachios
{pistachios) from lran are'being. or are
likely to be. sold in.the United Stales at
lese than fair value within the meaning
of section 731 of the Aotand that.these
imparts are materially imjuring or
threetsn matarial injury tes & United -

- Siates indostry. Alter reviewing the

patition. we determined thet it-contained
sufficient grounds upan which te-initiate -
an antidumpmng dutyiovestigetion. We
notified the ITC of our action and
initinted an investigattor on:October 16,
1085 (98 PR 20083 On Sovernher 12
1088 the ITC.drtermined that there was
s reasonsble indication that importe of
pistachios from lren were omterially
injunng or threaatening matenslinjury
to. s US industry (WSIEC Pulilioation
1777 '

Om Cktobar 25. 1085, we presented »
questisneirs ta the Bafsanjan Pstachio. .
Cooperative since it was the anly kmown
seller of pistachivsvfrom bran. We
receival s response as November 28,
1085 from the Government of the Islamic
Republic of Irap through the Embassy of?
the Derocratic and PopulanRepulibis of
Algeria. Wa requested additionsls
information since the initial.resgonse
was inadequate for use in a preliminary
determination. On January.10. January
15. and Junuary 2¢. 1888, we received
additional responses to the indtial
October 28, 1985 questionsire. By
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correspondence of january J0. 1988. the
Department declared the combined
additional responses of January 10.
]nnu.ry 15 and January 24 1988. to be
inadequate for purposes of » preliminary
determination since the respondent did
not know the destination of the
pistachios it sold. On January 30. 1986.
the Department sent questionaires to the
Rafsanjan Pistechio Cooperstive to be
forwarded to their customers who
export the subject merchandise to the
United States If tanely and complere
responses are received from these
customers, they will be used for owr
final determinstion.

Product Under lovestigation

The product covered by this
investigation is in-shell pistachio nuts
from which the hulls have been
removed. leaving the inner hard shells
and the edible meat. 83 currently
provided for under itern number 145.28
of the Tariff Schedule of the United
States (TSUS) The period of
investigation is April 1, through
September 30, 1985

Fair Value Comparisons

To determine whether sales of the
subject merchandise in the United
States were made 8! less then fair value.
we compared the United States price.
based on the best information available.
with the foreign marke! value. also
based op the bes! informatiop available.
We used the best informatior available
as required by sectior: 776{b} of the Act

because appropnate responses were nol
submitted.

United States Price

For purposes of our preliminan

determination. we have not used sales

a's presentec by respondents to
caiculate United Siates price since n dad
no' contain data regarding specific
quantities and pnces for pistachios sold
for export to the United States We
determined Unned States price on the
basus of the average FAS values for the
51> month penod of investgation as
denved from the IM 148 statistics
compiled by the Bureau of Census.

Foreign Market Value

We have used pnice information
provided in the petiuon, as the best
informatian ava:lable, pursuant o
section 7768(b) of the Act mince we did
no! have specific data respectrve %o
quantities and pnces for pratachios sald
in the home marker The price
information used from the petition was
the price fot s repressntative grade in
May 1986

Preliminary Affirmative Critical
Clrcumstances Determination

Petitioners have alleged that imports
of certain in-shell pistachio nuts present
“critical circumstances’ within the
meaning of section 733{e}{1) of the ActL
Critical circumstances exis! when the
Department has 8 reasopable basis to
believe or suspect that {a) There s a
history of dumping in the United States
ot elsewhere of the merchandise undes
{nvestigation, or (b) the person by
whom. or for whose account, the
merchandise was imparted knew or
should have known that the exporter
was selling the merchandise under
investigation at less thas its [air value:
and (c) there have been massive imports
of the merchandise under investigation
over a relatively short period In
determining whetber there have been
massive imports over a relatively short
period. we normally consider the -
followmg factors: (1) The volume and
value of the imports: (2) seasonat trends:
and (3) the share of domestic
consumption accounted for by the
imports. Based on our analysis of the
first two of these three factors. we have
determined that imports from lran have
been massive.

In preliminarily determining whether
there is @ history of dumping pistachios
from Iran in the United States or
elsewhere. we reviewed past
antdumping findings of the Departmem
of the Treasury as well as past
Department of Commerce antidumping
duty orders. We also reviewed the .-
antidumping actions of other countries
made available through the
Antidumping Code Committee
established by the Agreement on
Implementation of Article V1 of the
General Agreement on Teriffs and
Trade We found no fina! determination
on pistachios from lran. Therefore. we
did not fingd the requ:site history of
dumping of the class or kind of
merchandise. ‘

The second criterion is whether the
importers knew, or should bave known,
that the exparter was selling the .
merchandise at less thas fair value. We
normally consider margins of 25 percent
or more to constitute constructive
knowledge of sales at less than fair
value. Since the margins in this case
exceed this level. we find that
knowledge of sales at iess than fair
value can be imputed to the importars.

For the reasons described above. we
prehminarily determine that critical
circumstances axist with respect to
Pistachios from Lran.

Verification

If timely and complete submissions
are provided. in sccordance with section
778(a) of the Act. we will verify them for
use in our fina! determination by using
standerd verification procedures.
including examination of revelant sales.
financial and cost records of the
companies.

Suspension of Liquidation

In accordance with section 733{d) of
the Act. we are directiag the United
Statas Customs Service to suspend
liguidation of all entries of certain in-
shell pistachios from lran. Liquidation
shall be suspended on all unliqudated
entries filed for consumption on or after
December 11. 1986. The Customs Senvice
skall require 8 cash deposi! or the
posting of a bond equal to the estimated
amount by which the foreigr. market
value of the merchandise subject to the
investigation exceeds the United Sta‘es
pnce. In the case of in-shell pistach:os
the amount is 192.54% This suspens:on
of hquidation w:ll remain in effect urtil
further notice

Article V1.5 of the General Agreemer:
of Tariffs and Trade provides that “(n)x
product . . shall be subject to bo'r
antidumping and countervailing dutes
to compensate for the same situation ¢f
dumping or export subsidization " Th:s
provision is implemented by sectior.
772{d}{1){D; of the Act Since the
dumping duties canno' be assessed on
the portior: of the margir at'ributablie to
export subs;dies. there 18 no reasorn to
require a cash deposi: or bond for tha'
amount. According?y. the leve! of exper
subsidies as determmuned i1 the fire!
affirmative counterva:iing du%y
determunation or. Pietachios from Iras
will be subtracted frow tre durmning
marg:n for depos:! or bonding purpeses
ITC Notification .

In accordance with section T23°7 of
the Act. we wili not:ifv the [TC of cur
determination ln add:t.or. wear
malung svailabie to the ITC ali
nonpriviieged and nanconfider.ua’
informanon relaung tc this
investugation. We will allow the ITC
access 1o al! privilewec and eonfdezua!
information in our files. providec the ITC
confirms that it will not disclose such
informahon. either publicly or under ac
administrat:ve protective order. withou!
the consent of the Deputy Assistant
Secretary for Import Admizistration
The ITC will dererrame whethe- these
imports are ma'erially mpunng or ave
threatening materia! inpery to. a U'S
industry before the later of 120 days
after we make on- prelmunary
affirmative determvination or 48 davs
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sNer we make ow Anal determination
In eccordance with § 333 47 of our
regulstions (19 CFR 353 47). if requested
we will bold & public hearing to afford
interested parties an opportunity to
comment on these preliminary
@eterminstions st 200 pm on April 2
1988. 8t the US. Department of
Commerce. Room 3708 14th Street and
Conastitution Avenue. NW.. Washington.
DC 30230 Individuals who wish w0
participste in the hearing must submit o
request to the Deputy Assistant
Secretary. Import Administretion. Room
B-005. at the sbove address withun 10
days of this notice's publication.
Requests should contain: (1) The party's
Bbame. sddress. and telephone number,
(2) the number of participants. (3) the
reason for attending. and (4) o list of the
tssues to be discussed. In addition.
prebearing briefs in ot least 10 copies
mus! be submitted to the Deputy
Assistan! Secretary by March 28, 1988
Ora! presentations will be limited to
issues ruised in the briefs All written
views should be filed in accordance
with 19 CFR 353 48. within 30 days of
publication of this notice 8t the above
address in »! least 10 copies

This determinstion is published
pursuant 1o section 733.f) of the Act (18
US C 183b(N)
Jobir L Evans
Ac:ing Deputy Assistant Secretany for Impont
Adminisuroior,
March b 100

"% Doc 88-825) Filed 3-10-88 843 am}
BRLMD CODE 25 40-00-8
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Poderal Registes
Voi 51. No.

Friday. May 0 1908

OEPARTMENT OF COMMERCE

International Trade Administration
[$-507-502)

Certain in-Shell Pistachios From lran;
Notice of Clartfication of Scope in the
Antidumping Duty Investigation

AGENCY: International Trade
Administration/Import Administration/
Department of Commerce.

ACTION: Notice.

SUMMARY: We have determined that
roasted in-shell pistachios are properly
within the scope of the antidumping
duty investigation of in-shell pistachios
from [ran. This is based upon cur finding
that roasted in-shell pistachios are of
the same class ot kind as raw in-shelt
pistachios. We will instruct the Customs
Service to suspend liquidation. on all
shipments of roasted in-shell pistachios
from Iran. as of the date of the
publication of the preliminary
determination.

EFFECTIVE DATE May 9, 1968.

FOR FURTHER INFORMATION CONTACT:
Kenneth G. Shimabukuro (202-377-
5332}, or Mary S. Clapp (202-377-1788),
Office of Investigations. United States
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230.

Background

On September 28. 1985 petitioners
filed a petition requesting that the [TA
investigate shipments of in-shell
pistachios from lran. item 148.28 of the
Tanff Schedules of United States
{TSUS). to determine whether they are -
being sold in the United States at less
than fair value. We initiated this
investigation on October 16. 1988. On
Navember 20. 1988. the [TC issued its
preliminary affirmative determination of
injury to a U.S. industry covering raw in-
shell pistachios from lraa. The ITA

nhlabhod 182 M1z BB A

determinaon of salas at less then feir
valus of in-shelll pistachios from lran on
March 11 1968. We instructed the
Customs Service to suspend liquidation
of imparts of in-shell pistachios from
irem which ware iumported under TSUS
iterm 14528

The {TA has received inquiries as to
whethear reasted ia-shell pistachios were
coveved by the preliminery .
determination. In response. we are
issuing this clarification of the scepe of
the investigation.
Products Under Investigation

Roasted in-sheil pistachios are
covered by TSUS classification number
145.53. The Department has determined
that the scope of this investigation
includes both raw and roasted in-shell
pistachios from lran. Raw and roasted
are within the same class or kind. The
Department has not differentiated
between the two in its investigation and
has consistently sought information
from the Iranian producers/sellers
regarding sales of all in-shell pistachios
from Iran. Accordingly, the Department
has not limited its investigation to the
product in its raw form. The Department
notes that in-shell pistachios are sold
either raw or roasted. Therefore, the
Department. by specifying in previous
notices that its investigation, covered in-
shell pistachios, intended to include all
forms of that prouduct. The
Department’s use of TSUS classification
number 145.28 does not limit its
investigation cases where it discovers
that an additionsl classification number
would be appropriate to cover products
already under investigation. Royal
Business Machines v. United States, 1
CIT 0. 507 F. Supp. 1007 {1880}, off'd 68
CCPA 61, 6080 {. 2d 802 {1982).

_Suspension of Liquidation

Since we have datermined that
roasted in-shell pistachios are properly
included in the clase of in-shell
pistachios being investigated. we are
directing the United States Customs
Service to suspend liquidation on all
shipments of roasted in-shell pistachios
from [ran as of the date of publication of
the preliminary determination on March
11, 1968 (51 Fed. Reg. 8342). There is no
allegation of “critical circumstances™
with respect to roasted in-shell
pistachios from lram, thersfore, the
determination of critical circumstances

determination does not spply to rossted
in-shell pistachios.

This noticer is published pursuant to
section 733} of the Tariff Act of 1830,
as amended (10 U.S.C. 1673b(1).
john L Evens, -

Acting Deputy Assistant Secretary for Import
Administration.

May 7. 1908,

[FR Dae. 88-1080¢ Plled 5-3-88: 8:45 am}
SRLND COOR W-00-8
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SUPRLEMENTARY SIPORMATION: . swchie Covparafive to be forwarded
Fina! Determination ® its customers who export pistachios
We have detormined that in-shell % the Uxiwd States. We did mot receive
tuchios frem tran are baing. v are suy ferther cosponses.
mybhﬂ.h&ewwtuﬂ We published the pretiminary
{ess than fuir value. o8 provided in determination of sales ! less than fair
section 735(s) of the Tarifl Act of 1930, wadue on March 11, 9588 {51 FR 832). A
as aspended (10 US.C. 38738{8)) (the hesring. requssted by the petitioners
Act) We found thet all cales during the  and importers. a3 beld on April 8. 1886
pesiod of investigation were at less han  Arguments raised i the briefs of all
fair valwe. and the weighted-average parties were considared for the final
xmx‘rnm' We have determinstion.
te t “critical ciroumstances”™ .
- exist with respect to rew in-thell - Bcope of lovestigaBion
pistachios brom kran Yhe products covored by this
T T s
On September 26. 1985. we mcoived pistachio nuts from
o petition filed in proper form from the which the hnlls hove bsen removed.
Californis Pistachio Commission, Jeaving the imner hard shells and the
Blackwell Land Co. California Pistachic ¢dible test. currently dissaifiable in the
Orchards, Kern Pistachio Hulling & Tanfl Bchedules of the Unitad States -
Drying Co-ep. Los Rancho de Poco Annotasted (TSUSA) under ftems
Pedro. Piatachio Producers of California, 1452000 and 145.5300. The period af
and TM. Duche’ Nut Co.. Inc., on bebalf  investigation i April 1 through
|A-807-502) of thech industry oon:'i;thc of domut‘ic September 30. 1965.
pistachio growers Processors o
Cortain in-Shell Pistachios From Wan  domestically grow pistachios. I Bcope of lnvesization Lesues
Final Determination of Ssles st Less compliance with the filing requirements In the present investigation questions
Than Falr Vatue of § 353.36 of the Commerce regulations  &roge at the time of Ghe ent's
‘ {19 CFR 353.38}. the petition alleged that  prelimingry determinstion as to whether
AGENCY: Internatione! Trade imparts of the subject merchandise from  roasted in-ehell pistachios were
Administrstion. import Administretior. . Iran are being. or are hikely 1o be. sold in  included within the ocope of its
Commerce the United States st less than fair value  imvestigation. it was brought to the

ACTON Notice

SUMMARY: We have determined tha!
certain inshell pistachios {pistachios)
from lran are being. or are Likely to be
s0)d ip the United Siates »! legr thar fair
value We have notified the U.S.
Internations! Trade Commission (TTC!
of our determinatior. We bave direcied
the U.S Customs Se-vice tc confimee .
with the suspensior. af liguideton of al’
entries of pistachioe f-om Irarn that are
entered or withdrew:. from warehouee
for cansumptior: or. o- afte> the date o’
pubiication of this not:or ane tc requ:re
¥ cesh deposit or bond for eech entmn in
Br: @aMOoUnN! eqQuée’ tc. th: estimated
dumping margin as described i the
“Contmuaton of Suspensior o!
Liguidatior™ section of this notice Th:
ITC will deterrmune within 45 deyvs of the
date of this determirstion whe'her
these imports are meienaliy injuring or
are threatenung matenial injury to. s US
industry.

EFFECTIVE DATE: Ms) 23. 1986

FOR FURTHER INFORMATION CONTACT:
Kenneth G. Shimabuiuro (202-377-6332)
or Many S. Clapp (20:-877-1765,. Oftice
of Investigations. Import Administration.
Internatione! Trude Administration. US
Depurtment of Commerce. 141t Street
end Constitution Avesue. NW.
Washington. DC 20230

withix the meaning of section 73 of the
Act [19 US.C 16°3; and that these
imports are matenully injuring. or
threatening matenal injury to. 8 US
industry . The petiioners also alleged
tha* “eritical circumstanoces” exist with
respec! 1 raw pistachios

Ahe: reviewins the petibon we
determinad that it contained safl.cent
grounds spon whuck o initiate ar
antidumping duty investigatios. We
inmetec the invesugation on October 15.
1883 (50 FK 42976, and polfied the ITC
of our scuar |

Or November 1z 188:. the ITC found
tha: there ts & rearonsbie indicanor. tha:
imparts of pistechior from bran are
threaterung matene! mjury to s U.S
industry {U.S ITC Pub. No 1777,
November 1985,

"On Ociohes 25, 1865, wve presented ¢
qQuesuonpaire i the Refsanjan Pistachio
Cooperative. the oniy knowr. pelle: of
pistachios from lrar On January 10. 15
and 24. 183t we freceived regpanses o
our questionnare. By letier dated
January 30. 188t we informed the
Embassy of Algene tha: the informatior:
it submitted to us on behe!! of the
Governmen! of kren wes todequate fo-
purposes of s prelimmary determiration
since the responden: dic not know the
destinahon of the piswachios #t sold. Or:
Janusry 30. 1886 the Department sent
questionnsires 10 the Rafsanjan

Department’s attention that the TSUSA
ftem included in its notces. 3452800,
covered gnly one variety of inshell
pistachios. rew, that was baing tmportod

into the United States. inasmuch as the
Department seeks to include all -

- products that are of the same class ot

land within the scope of i
investigations as are heCLesary to
ensure tha! it Wovesugaies all Imports
thet mey be sold within the United
Siates st less than s’ value. we
requesied comments 1o beip ic ,
determining whether the Departmen!'s

“inten! to incivde roasted in-ahel

pistachios wilhur its scOpe was made
spparen: throughou! the invesugsation Ir
sdditio:.. we requested comments on the
issue of whethe: roasied in-shell
pistachios are withire the same clans o
kind as raw ir-sheli pistachios and as
such. properly within the scope of thi
invesugstior.

imporiers of raw in-ghel! pumchxm
fror Iran argued [1) thiat pnor noticer
have egpecifically referred to in-abel!’
pistachios provided fo: under TSUSA

ftem 145.280C and [2; the ITC limitec its .

prelimunary determination to raw in-
shell pistechios. The principal importer
of roasted in-shell pistachios from Jrar.

" who sccoumed for eighty percent of the

fmports of such pistachios from .
September througt December 188%.
argued (1) tha! fts Imports were not an
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sttemp! at circumvention and there is
little possibility of substantis!
circumvention in the futwre because of
the limited roasting facilities in Burope,
where the roasting is done. and (2) that
since it bas relied on prior
determinations and potices. with respect
to roasted in-shell pistachios from bren.

* to include such pistachios in the scope

of the investigstion at this time would
be an unfair denia! of due process.

The importers of rew in-ghell
pistachios and the importer of roasted
in-shell pistachios argue (1) that the
Departmen!’s determinations of product
scope in otbher investigations do not
support inclusion of roasted pistachios
tn this investigstion. and (2) that the
roasted ip-shell pistachios were
previously 80ld in the free market of
Europe and therefore are exports from
Europe.

In-shell pistachios are marketed ss a

“snack food and are generally roasted for

this purpose. Thus the nltimate use of
roasted and raw in-shell pistachios. as
well as the expectations of the
consumer, sre the same for the two
products. Additionally. both products
sre part of the same channel of trede.
the end purpose of which is to provide
for copsumption a roasted edible nut.
Roasting of raw in-shell pistachios is not
» substantia! transformation of that
product since roasting is essentially o
preparation of the product for use as »
snack food. Though the Department is
pot bound by Customs Service
delerminations regarding substantial
transformatorn. we note that io its notice
of September 18 1985. Country of Origir
Marhkings for Pistockioc Nuts {50 FR
$7842}. the Customs Bervice found
roasiing no! to be & substantial
transiormatior. The Customs Service
alsc found the! the cos! of transforming
raw in-shell pistachios to roastec in-
shel: p:siachios war insignificant. the
Froces: costung 2.5 cents to 3 cents pe:
pounc Based upor: these reasons. the
Departmen! hes determined tha! roasted
and raw in-sheli pistachios are withur,
the same clast or kind

The Departmen: furthe: notes thet it
has never limited the acope in the
investgation to raw in-sheli pistachic
nuts. Tne Deparunen! recognized the
need to clarify the scope in this case
because of s use of the single TEUSA
ftern 345.2800 in i1 potices TSUSA
ftems serve as gids in describing
products under investigation but are pot
binding upon the Department in scope
determinetions. In fact the Department
mey add an ltem number to cove: a
product under wnvestigatior where the
omissior: of that {tem woulc be

inconsistent with the products under
investigstion.
With respect to the parties’ point
regarding country of exportation. the
| considers pistechios grown
in lran as products of Lran. whether or
Dot they bave been sold or roasted in
the European market. Both parties bave
referred to section 773(g) of the Turif!
Act of 1030, as amanded That provision
teals with the axporlation from an
intermediate country. That ion
otates thet il e
merchandise from s producer who does
pot know st the time of the sale the
destination of the merchansise. and that
merchandise is initially exporied by or
on the behalf of the reseller to s country
other than the United Gtates. where it is
not substantially ransformed. and the
merchandise is su uently exported
to the United States, that merchandise
will be treated for es of that
section. which deals with foreign market
wvalue. a3 an export from tha!
intermediste country. :
The provision is pot relevant to the
fssue of whather in-ghell pistachios are
propezly classified as products of lran.
The provision provides that the
termediste country will be considered
o the country of exportation for foreign
marke! value celculations. in Symthetic
Methjonine from Japan (47 PR 15622
April 12. 1882}, an sdministrative review
two years before the provisions was
sdded 10 the antidumping law. the
Departmen:! explained its policy st the!
time with regard to intermediate country
exportatiod as pot remoVing certain
roducts from the scope of s proceeding
use they were exported bom o third
country. Accordinglv. the Department
does po consider roasted in-shel:
pistachios as imports from Europe for
purposes of the scope of these

proceedings )

Regarding the aliegation of the
tmparte: of rosstes in-sheli pistachior
tha! it was denied due process. we note
thet ali interestec parties were aware
that the Department was considenng
clarihcetion of the scope regarding
roasted ip-she!: pistachios shortly after
the preliminen determinatior.. At the'
time the only known importer of roasted
in-sheli pisiachios entered appearance
as ar. interested party and bad the
opporumity to comment apor all aspects
of the inveshgation. including matters
pot involving scope.

Falr Value Comparisons

To determine whether sales of the
subject merchandise ib the United
States were made st lese than fair value
we comparec the United States price
besed op the bes! information available.
with foreigr: market! value. also based or:

the best information available. We used
the bes! information svailable. as
required by section 778(b) of the AcL
because appropriste responses were not
submitted.

United States Prics

For our determinstion we did not use
sales dats presented by respondents to
calculate United States price since they
did not include dats regarding specific

uantities and prices for pistachios sold

r export to the United States. We
determined United States prioce on the
basis of the average FAS. value for the
six-month period of investigation as
derived from the IM145 statistics
compiled by the Buresu of Census.

Foreign Market Value

We used price information provided
in the petition. as the best information
svailable, pursuant to section 776(b) of
the Act since we did not have specific
dats regarding quantities and prices for
pistachios sold in the home market. The
price information used from the petition
was the price for a representative grede
in May 1985.

Petitioners’ Comment

Comment: Petitioners argue that. for
the preliminary determination. the
Department insdvertently based foreign
marke! value on an sverage price for the
period March 1884 to March 1965.
instead of the price of a representative
grode in Mey 1085

DOC Response: We agree. Foreign
marke! value for the final determination
is based on the May 1985 price of 8
representative grade within the period
of review.

Importers' Comment

Comment lmporniers argue that the
sales price of in-ghel! pistachios in krar
was converted to US. dollars at an
fimprope: rate of exchange. The law
reguires tha: suck convers:on be made
8! a rate which refiects the actual -
market value of the currency and not 8!
the rate proclaimec by the foreigr
governmen! when the! rate bas nc
relguor to the actue) value of the
currency. Further. the law does no!
contemplate that agencies of the US
government blindiy accept valves
reported by the Federal Reserve Bunl'
when there is evidence that the reported
rete is grossly overststed or
understated.

DOC Response: Sectior 822 of the
Trade Act of 1830 requires the
Department to use the exchange ratc
furnished by the Feders! Reserve Ban).
of New York. The spplicsble regulatior.
and statutory provision dc not grant the
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Deparument the authority %0 disregard For the seasens described abeve we Amistent Secretary fer lmport ‘
exchange rale lnlormatien farnished by  determine thet eriticn! citoumetances - Administration
the Federal Reserve Bank of New York.  exist with respect to raw in-ghell The ITC will determnins whether these
Verification ‘ pistachios from Iran. Since. however. jizports materially injure. or thresten
there was no Wiiegetion of critical injwy t0. # US. industry within 6 dayr
Verification in sccordance with circurmstances for roasted in-ghell of the datr of this delermination. If the
section 778{s) of the Act was aot pistechion we did not make such o ITC determines that matenal injury. or
coaducted since timely and complete determinetion for roasted n-shell threat of material injury, does no! exist.
responses were not hled pistechios. this proceeding will be temﬂn!ﬂefd ‘;nd
Determi . Uouid all securities posted as a result of the
wm:nm stion of Bus of . thoe suspension of liguidation will be
fa accordence with sect:on 733{d) of refunded or cancelled. If the TTC.
Petitioners have allagad that imports  the AcL we are &recting the US.

of certain raw in-shell pistachio auls
present “critical circumstances” within
the meaning of sechion 735(a)(3} of the
Act Critical circumsiances exist whan
the Department finds thet: (a) There m 8
history of dumping in the United Stetes
or elsehwere of the merchandise under
investigation, or {b) the person by
whom. or for whose account. the
merchandise was imported knew or
shoeld have known tht the exporter was
selling the merchandise under
investigation w1 less than M3 tair value:
and [c) there bave been maasive imparts
of merchandise under investigation over
a relatively short period. In determining
whether there have beer massive
imports over a relatively short period
we normally consider the fallowing
factors {1) The volume and value of the
imports {2) seasona!l trends. and {3) the
share of domestic consumptior:
sccounted for by the imports Based or
our anahysis of the firs! two of these
three factors. we have determined ths!
imports trom Iran have been massive
o determining whether there is @
histery of dumnping of pistachios frox
Irer. 1n the Unived Staves or clsewhere
wi reviewed past antidumping finding:
o! the Department of Tressu™ as wel’
&s past Devartment of Commerce
antidwapmyg duty erders We als::
revaewe? the anhdumping schons of
other countnes made svailsble throngh
the Antiaumpng Code Commities
es:abhsbec by the Agreement or
Impiementation of Article V1 of the
General Agreement o Tarifis and
Trede We foond oo hinal determinstor.
on peswciuos fros ran. Theveiore we
did no! find the reqursite mstory o
dummng of the class or kind of
"merchandise
The second crdencs s whetber the

importers knew . ar shouic have knowr.
that the exporter was selhng the
meschandise ot boos than feir value We

nosmell) consider mErgans nj_;i_mL_

or more W conshiule canstruckive
knowladge of sales at less than fair
ve:ue. Sinoe the margn an this case
excasds this ievel we ind the!
knowiedge of anles at less thar fair

vaine eor he trmnatad ¢a bha famemeaa

Customs Service o comtinee o
liquidation of all entries of raw im-shell
pistachios from iren that are gntered. or
withdrswn from warshouse. for
conswnplion. ea er alver December 11.
1885 Suspension of kiguidation shall be
continved jor all eantrics of rossted in-
shell pistachios from Iran that are
entered. or withdrswn. from warehouse.
for consumpuion on or sfter March 11,
1986, the date of publication of the
preliminary determination (51 FR 8342}
The US Customs Service shall oontirue
1o require » casd depostt or the posting
of a bond agua!l to the sstimated
weighted-average amount by pisich the
foreign market vahee of the merchandise
subject 1o this mveshgation axceeds the
United States price. iv the case of in-
shel! pistachios fram tran the rate is
24114 peroent. Ths suspemsion of
hqudation will rersair. i sfiect until
furiber sotce.

Arucle VL5 of the General Agreemen!
of Tarifis and Trade providas tha! “In)o
product . . . shall be subject to botb
antidumping and countervailing doties
tc compensate for the sewe situation of
dumpmg or export sebeidaation ~ This
proviaion s implemented by section
77216)11){D)} of the Act Sunoe the
dumpmng duties cmemot be sssassad or
the porhon of the marmr attribotable oo
expor: subsidies. there is no reason to
regusre » cash deposn or bond for the!
smount Accordengty. the bevel of export
subsidies ar determine? n the fina!
afiirmatvr commtervailing duty
determunetior on gsiachos from Irer.
wil! be subtracted tresm the demping
marg:in for deposit er bonding pwrposes
ITC Notification

Ir acoordance with sechon 785(d) o!
the Act. we wili notify the ITC of our
determinabon In addihvon. we sre
making svailahle © the ITC o
nonprivieged and noscanfidentia!
informstusn relating to this
investigation. We will allow the ITC
acosst i all privileged snd confidantia!
information ia exr Bes. provided the
ITC confumy tat it will mot disciose
such informatien publicly or under ax
uldminimluw pretective erder eftbou!

however. determines that sech injory
does axist. we will issue an santidumping
duty order directing the US. Customs
Service to assess an antidumping duty
on pistactios from lran which were
entared. o withdraws frem warchouse.
for consumpuona after the suspension of
liquidetion. equs! to the amount by
which the foreign market value exceeds
the Uniwed States price. lets the amount
of the countervailing duty

This determimation is being published
purssan to section 735(d) of the Act (19
US.C 1673d{d)}
Paud Freedupbegy.
Assistant Svcretory for Yrode Adainissoter.
May 18. 394

FR Doc 5617188 Flied 3-22-8 845 am)}
SLLUNG CODT 3810-D6~
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" Federal Reglvter / Vol. 81, No. 83 I'Wédl)csduy. April 2. IU&»INuhccé S

ACTON: Institution of a fina)
sntidumping invesligation and
scheduling of @ hearing to be held in
connection with the investigation.

susuany: The Commission hereby gives

potice of the institution of final
antidumping investigation No. 731-TA-
28" [Final) under section 735(b) of the
Terifl Act of 1830 {19 US.C. 1873d{b)}) to
dctermine whether the industry in the
United Stotes is muterially injured. or is
threatened with material injury. or the
establishment of an industry in the
United Stutes is materially retarded, by
reason of imports hiom lran of pistachio
nuts, not shelled. provided for in item
145.26 of the Tarill Schedules of the
United States, which have been found
by the Department of Commerce. in a
preliminary determination 10 be sold in
the United States st less than feir value
{LTFV). Unless the investigstion is
extended. Commerce will make its final
LTFV dclermination on or before May
19, 1846, and the Commission will make
its fina! injury determination by July 8.
1986 (ste suctions 735{a) and 735(b){ of
the act (18 U.S. C. 1673d(a) and
1673d(b))).

For further information concerning the
conduct of this investigation. heuring
procedures. and rules of general
spplication, consult the Commission’s
Rules of Practice and Procedure. Part
207, Subparts A and C (19 CFR Part 207).
snd Part 201, Subparts A through E (19
CFK Part 201).

EFFECTIVE DATE: March 11, 1886.

FOR FURTHER WFORMATION CONTACTY.
Valurie Newhirk. (202-523-0165). Office
of Investigations. U.S. Internationa!
Trade Commission, 701 E Street NW
Washington. DC 20436 Heering:
impaired individuals are advised thut
information on this matter can be
obtainad by contacting the
Commission’s TDD términal on 202-724-
0002 Information may also be obtained
vie electronic mail by accessing the
Office of Investigation's remote bulletin
board sysiem for personal computers at
202-523-0103.
SUPPLEMENTARY INFORMATION:
BochAground —This investigation is
being instituted as & result of an
sflirmative preliminary determination
by the Depariment of Commerce that
{  imports of in-shell pistachio auts from
| . lran are being sold in the United States
i @t less than fair value within the
meaning of section 731 of the act {18
U.S.C. 1673). The investigation was
requested in a petition filed on
September 28. 1985, by counse! on
bLehalf of the Celifornis Pistachio
Conmmission. Blackwell Lund Co..
California Pistachio Onchards Kownun

Farms. Inc.. Kera Pistechio Hulling 8
Drying Co-tx Los Ranchos de Poco
Pedro. Pistachio Producers of California.
and TM. Duche Nut Co., Inc. In
response to that petition the
Commission conducted a prelimina
antidumpting investigation and. on Ke
busis of information developed during
the courpe of tha! investigdion.
determined that thire was 8 reasonable
indication that an tndustry in the United
States is threatened with material injury
by reason of imports of the subject
merchandise (50 FR 47852, Nov. 20,
1985). : )
Participotion in the investigation.— -
Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secrelary
to the Commission. as provided in 201.11
of the Commission’s rules (10 CtR
201.11), not later than twenty-one (21)
deys after the publication of this notice
in the Federal Register. Any entry of
appearance filed after this date will be
referred to the Chairwoman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring 1o file the entry.

Service list ~Pursuant to §201.11(d]
of the Commission’s rules {18 CFR
201.11(d). the Secretary will prepare 8
service lis! containing the names and
addresses of all persons, or their
representatives. who are parties to.this
investigation upor the expiration of the
period for filing entries of appearance
In accordance with §§ 201.16(c) and
207.3 of the rules (19 CFR 201.16(c} and
207.3). each documen: filed by 8 part to
the investigation must be served on all
other parties 1o the investigatior {as
identified by the service histj. and &

- certificate of service must accompany

the document. The Secretary wil! no:
accep! a document for filing withou! &
certificate of service

S10ff repori~—A public version of the
prehearing staff report in this
investigatior will be placed in the public
record on Mey . 1882 pursuan! to
$207.21 of the Commussion’s rules (19
CFR20-21). =~ .

Hearing —Jhe Coinmussion will hold
@ hearing in connection with this
investigation beginning at 10:06 a.m. on
May 21.1866. at the US. Internationa!
Trade Commissior Building. 701 E Street
NW., Washingion. DC. Requests to
sppear at d\ﬁearing should be filed in

~ writing with the Secretary to the

Commission not later than the close of
business {5:15 p.m.) on May 14, 1888 All

) rnom desiring to appear at the
e

aring and make oral presentations

. should file prehearing briefs and attend

s prehearing conference to be held at

©:30 a.m. on May 14, 1840, in room 117 of
ahn I B —aio_ e .

Commilssion Bullding. The deadiine fur
filing prehecaring briefs is May 18. 1006

Testimony at the public hesring i»
guverncd by § 207.23 of the
Commission's rules {10 CFR 207 .23). This
rule requires that testimony be limited to
s nonconfidential summary and analysis
of muterial contained in prebearing
briefs and to information not svailable
at the time the prehearing brief was
submitted. Any written materials
submitied at the bearing must be filed in
accordance with the procedures
described below and any confidentisl
materials must be submitted at least
three (3) working days prior o the
bearing (see § 201.8(b){2) of the :
Commission's rules {19 CFR 201.6{L})(2)})

Written submissions.—Al} legal
srguments, economic analyses. and
factus! meterials relevant to the public
bearing should be included in prehearing
briefs in accordance with § 207.22 of the
Commission’s rules (10 CFR 207.22).
Posthearing briefs must conform with
the provisions of § 207.24 (19 CFR
207.24) and must be submitted not lster
than the close of business on May 28.
1886. In addition. any person who hus
not entered an appearance as 8 party to
the investigation may submit & written
statement of information pertinent to the
subject of the investigation on or before
May 28. 1086.

A signed original and lourteen [14)
copies of each submission must be filed
with the Secretary to the Commission in
accordance with § 2018 of the
Commission's rules {18 CFR 201 8] All
writien submissions excep: for
confidential business date will be
svailable for public inspection duting
regular business bours (845 a.m. to §:15
p-m.) i the Office of the Secretary to the
Commissior.

Any business informatior. for whick:
confidentia! treatment is desired mus:
be submitted separately The envelope
and all pages of such submissions mus:
be clearly labeled “Confidentie! -
Business Information.” Confidentia)
submissions and reguests for
confidential treatmen! mus! conform
with the requirements of § 201.8 of the
Commission’s rules {18 CFR §201.6}.

Authority

This tnvestigution is being conducted
under suthority of the Tariff Act of 1930:
title VI1. This notice is published
pursuant to § 207.20 of the Commission’s
rules {19 CFR 207.20).

Bj onder of the Commiasior.



- Fodere! ﬁegisjcr (A"}

lssued March 28 108
Kemneth R Mason,
Secretor) : .
|FR Doc 86-7317 Filed ¢-3-80. .48 omj
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CALENDAR OF PUBLIC HEARING
" Those listed : below.‘ apéeared és witnesses 'ét | the Uﬁited .Statés
Ihtgrnational Trade -Commission's hearing: :
Sﬁbie;t - : In-Shell Pistachio Nuts From Iran
Inv. Nos.. : 731—TA;287 (Final)
Date and time : néy'zxf 1986 - 10:00 a.m.

‘Sessions were held in connection with the investigation in the Hearin§
" Room of the United States International Trade Commxssxon, 701 E Street, N.W.,
in Washington.

In support of the imposition of
Antidumping duties:

Fried, Frank, Harris, Shriver & Jacobson— Counsel
‘Washington, D.C.
on behalf of

California Pistachio Commission
Blackwell Land Co.

California Pistachio Orchards

Keenan Farms, Inc.

Kern Pistachio Hulling & Drying Co-op
Los Ranchos de Poco Pedro

Pistachio Producers of Ca11forn1a
T.M. Duche Nut Co., Inc.

Coopers & Lybrand Associates

Ron Khachigian, Chairman of the California Pistachio Commission
and Senior Vice President of Blackwell Land Co.

H.P. Anderson, III, President of the River West Inc. and
Chairman of the Harketxng Committee, California Pistachio
Commission

John Feder, President of the T.M. Duche Nut Co.

Lawrence H. Easterling, Jr., President of Pistachio Producers
of California and Managing General Partner of K1ng sztachlo

Growers
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In support of the imposition of
Antidumping duties: cont'd

Dr. Lucinda'Lewis, Coopers~&'Lybragd RQSOCiates

Jack Nighgingale, Coopers & Lybrand Associates
Robert ééhramm, Schra&m & Associateﬁ

Dr. Martin Miller, University of Califbrnia.at Davis

" Dr. Beth Teviotdale, University of California Cooperate
Extension, Kearney Agriculture Center -

David E. Birenbaum ) ‘
Edward J. Buthusiem ) --OF COUNSEL
Alan Kashdan ) :

In opposition of the imposition of
Antidumping duties:

Harris & Berg—Counsel
Washington, D.C.
on behalf of

Pistachio Group of the Association of Food Industries, Inc.
and its constituent members, including American Pistachio
Corporation; Andre L. Causse; J.F. Braun & Sons, Inc.;
Franklin Trading Company; Ludwig Mueller Co., Inc.;
Zenobia Company and Ziba Nut, Inc. .

Ira S. Agress, President, Zenobia Co.

Joshua Setton, President, Setton International Foods, Inc.

Herbert E. Harris, II )__
Cheryl Ellsworth ) OF COUNSEL
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Oppenheimer, Wolff, Foster, Shepard and Donnelly——Counsel
Washington, D.C.
on behalf of

Talos International Corporation

Timothy A. Harr)—OF COUNSEL
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Table D-1.--Monthly imports of raw in-shell pistachio nuts from Iran,
January 1984-April 1986

Period : " Quantity : : Value
1,000 pounds : 1,000 dollars
1984: : :
January------c---ceceememan: 376 : 697
O 607 : 1,074
March-----c-ccmcccmacccnaaa : 1,093 H 2,093
April---------ccccmeal HE 2,286 : 4,294
MaY - - mm o mmmm e cmmm e eemem e 1,433 : 2,671
June---ecceccrcmcccccccccccaaa : ] 305 H - 566
July------------------------: 1,597 . . 3,202
August----cccummcnnccnnn 4,991 : 9,390
September-----mmcmcnoaacmmw; 1,549 ; 2,718
OCtObET - - - e e emmmmmmmn 6,709 : 12,929
November------------cc-coaay , 150 : 253
December-----mm=n=nnnaaacaen; 212 : 404
1985: : :
January---~--cccecmcccccccanaaa 375 : 507
February-----cennmmmmmmaooon; 170 : 280
MBrCh- - - - oo 1,778 : 2,413
April--ceceomomaeeaa 280 : 431
May e e = mm e 1,254 : 1,766
June------cccecccccmcancaana: 1,143 : 1,446
O 1,897 : 2,437
August----cceccccncnncncaoaa 1,019 H 1,200
September------n--c-mmmmmmmmni 3,682 : | 4,464
October------ccccccmcacaaaa: 3,249 H . 4,147
November-----~cccecccccaaaan; 6,813 : 8,943
December----cceneemmcmonnnns 4,179 : 5,833
1986: : : :
January-------cceccccmcaacaa : 1,564 : 2,045
February-----------=c-ce---o; 2,683 : 3,242
March----cccccccccccmcacaaa - 1,182 : 1,507
April----ommm e : o : 0

Source: Compiled from official statistics of the U.S. Department of
Commerce. '
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" reywirisan nis of 19 'S C 1364 Secron

'DEPARTMENY OF Tﬂ! Yl\iASURY

" Customs Service o

WCFR Pt 134
17.0. 85-158) '

Couuntry of O.1gin karking 0 Pistaztuo
aoengy: US. Custums Scrvie

Deparinient of the Treasury.
ACTION: K.« isnion of rulings

SUMMARY; Customs pruviousty rulcd
that smpori-d pistachio nuts which are
processed by roasting. need not
subsequunily be n.arhed as producis ol
the furiign couniry where grown. Lut
bcome » product of the country wlere -
the roasting is performed.

Customs has received a request w0
1escind these rulings because the
toushirng prucess does not substantisily

ransform pistachio nits which have
otherwisc sttained the character in
wnhich they will be sold to consumers
Lwto imporistion. Specifically. it has

en tulled to Customs attention ihat

pistachio nuts which are grown in lrun
sre then roustcd elsewhere than in ban
These roasind pistachio nuts are then
sold without any indication that the nuts
six pro-ducte of dran. and under brand -~
names whith iinply that tley are
pruducts of Califurina. Customs h.s
decided that the roasting. roasiing and
salting. of ruasting salting and coloring
of pistachio nuts. without more. duzs pot

1:ault 1n @ subztantial transfermation
Accordmgh. the previous nulings are
being rescinded and the containers of
such products must be marhed to
indicate the country of orin of the rew
praducts
SFFECYIVE DATE: Oitobir 13 1988
FOR FURTHER INF OMMATION CONTACT.
Lorne R Rodbart Eniny Procedures and
Pensltics Division. US, Customs
Service. 1301 Constitution Avenue. NW
Washir ton DC 20228 (202560 37us)
BUPPLEMENTARY WFOAMATIC &

" Background

Scotion 304 of e Tenit At of 14306
o amendoed (B U S C 1304} p.ovides
thet all aruicles of furiagn or:ia cr thee
conteiners. imporied into the U.S shall
be mathed 10 8 conspicunus place vath
the English name of therr country of
origin 10 indicate to an vlumaie
purchaser in the U'S.. the countny of
ongin of the artiche. This statute was
enacted 10 mel o cOnsumers awsre of
the country of ongin of sriiclea 30 the:
they can Lhoose between buvicy
dumestic o fuegn et P.url 154
Custoris Regulstiuns (19 CHR Fuit 134
scts forth the couniny of or:gin markang

4t ho gy | Wednesdey. September 18 1963 / Rules and Reguletions

134.34b). Custums Kogulations (19 CFR
14 3{L)). dufinve “country of wnigi.” as
“the country of manufecture. productia.
ur growil. of any et le of fmugn ohgit
entenng the Unied States ™ An stk
which 1s grown or senulaciurcding
psriculur country and processed priv
w0 its pale 15 8 relel purchaser v
conmdeted to Le the pruduct of the
country in which it v.es grown ot
manafeciured uriess the processing
substantelly trensforun the stide A
sulstantial runsfornictiun bhas -
traditionally been defined s © changy
which resufts 1 e Dow end differcnt
srnzle of comimerie with a new patu.,
character. or usc Althuugh trede usege
and opiniun st¢ iIMpottant in Mebing
this deicrmingtion. it 1> Customsy’
posinion that a substenticl
transformuvion will not occur witha
ri:sultent change in country of ongin.l
the process 1 murely 8 minor one whh
leaves the identity of the article intagt
To hold otherwise wuuld thwart the
putposes for which couniry of onigun |
duterfanati ng Bust be made. and
would be inconanicnt wath recent wuunt
decisiuns and the purpoacs for which
Congiess enacted ih.e marking statule

Custumi™ pravivws 1uiings on the
mignificanca cf the russting process hess
been questi.ned by domesuc producen
In ruling 724350 dued June 4 1984
ard ruling 8720412 dated September 23
1954 the issur belore Cusioms was
whether the process of roasting
unpoutied raw pastachic nuts
substintialiy transfurmed these goods
ity 8 new and different arucle of
commerce Cusioms h2ld tha! the
toasting was a'subistantal
trarsform_tboun

Cus:oms hus beer tegquerted 19,
re»cind these rulings on 1he besis that
the ruaztung of thea products does
resulo o soltaa sl tratsivimatia

< both Letazae 11 dows tot teseltan o oew

and dicrent aruch of commiesce with .
now Dane charactes or use. and
bucauss POuatini3 1a ful u subiataniil
manciatilnng Or prucc sing operaliun
Cusioms determined that 8 review uf i

.abote rulings was warranted and

published 8 notize in the Foderal
Reyister on February 11, 1983 [50 FR

8629}, subiuiting pubhic comments befu..

any chuige was mede
Discussion el Curamenns

Sialy s tufiarnls wirr feceived &
twapunisc o the aote The aves 1aia
by 1 Lutinatniters ate whelyzed undis
the tobov g 2 tupios o

The Quality of this Image is Equal to the Quality of the Original
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W Statate

Serhon 1 Tenl Actofl 19m e

nmrndv-d NIIUS C 1) regrres thut,

“every article of Inreien angin {or itx
contairer, as provided oo cubicection (h)
herenl) imported inta the Unite-d States
thall be mirked . . it such manner as
to indicate to an ulimic e purchaser in
the United States the Encich popie o
the country of arieey of the orr Ie
(emphasis adderd).

Accazding \o United Stetoes v
Tuedlacnder & Co., Inc., 27 CCPA 297,
312. C.A.D. 104 (1940). the purpnee of the
stistute i8 to "mark the gonde en that at
the time of purchase the ulnmate
putchaser may. knowing where the
annds were producrd. be able to iy or
tefuse to buy them, if such marking
should influrnce his will", ited in
Ginbemaster, Inc. v. Un:ted State <. R
Cust. C1 77, 90. C.D. 4340. 30 F. Supp.
074. 976 (1972) and Unitra Sintes v 1'n.
106 F. 2d 28. 29 (2d Cir 1979) In
addition, as te imporied prodacts from
eampeting foreign sources it vas
tecognized that particular loteagn anipin
s relevant. This is haced upon the
grarral reputation for quahity, the
palitizal and sncial eonthlinns in the
eountry. and the nutional origin of the
purticular coneume: See. penerally.
Uir:ted Statrs v Froudinepder & e Jiie.
supro

As stated in the notice of Febiruary V1.
1EAS (SN IR $629). the imprtus for this
snlicitation of cammenic carar from a
gronp of domestic pistarhin nut grewers
who are competing with fnne,gn
pictazhios. primanty frem Iran The
nntice provided by 8 country of anpin
marking on 8 retail packige 1k perescry
10 grve 8 1e1ail purchocrr the
informatina areled to make a chnige
Letwern prectyrie of dl rem ponuntriee

The Need for Narl ing

The languags ef 18 1S C 1318 mabrs
it plain that imported merchandior mus
be mathed. as mu-h as the agtute of the
wri.cle permes ingwat whi-h w
teach the ulumate purebaser 3 ar
imparted produrt 1s syt siantalh
teansformed. the persea who transforees
the article is the uluimate purchaerr of
the article If the imporied artirte s
repached after thie subatantin)
lraﬂs!ormnhcr.‘ the contz.nerin whuch it
iv repackhed and in which it s purchased
by 8 retail pur-haser dres not have tn
beat & country of omigin mark:ng The
substantia! tianclorm.iion al we
i pnrted wthc e eads e stieine aca
proeduct of that fnpean eocatey of copoen
fre Custome purpaere Ti:e e
prrmisable pursyapt tin 10 'S C 'l"ﬂl
and §oeh 1 ] pn -rdc Pt b ma lnsaf
€00 o RO R LY IR A B 2*

T ———

- o —— -

CCIA 207 CAD s {1940) and
Adwood Inductriée lre v Uegnd
Statrs. G4 Cust. Ct 499 CD 626 18 1.
Supp. 951 (1970). appeal diemicerd. ST
CCI'A 141 1970

A number of commenters have argurd
that Customs need not be concerned
with couniry of origin marking on retinl
contuiners of imports for the fnflnwing
reasons:

1. Lobeling i3 more appropriately dr-alt
with by other governmental hodies s h
as the Fond and Drug Adminictrahion
{FDA) and the Federal Trnde
Commission (FTC) snd by the pee of
other legnl remedics anch as private
redrers in aection 43a) of the Lanham
Act (15 US.C. 1128(a)]) and publec
remedies such as antidumping and
enuntervailing duty provitinne

2. The cast and difficul'y of berping
track of different imports from different
countries which are combined brinre o
retail product is marde from theer
imparly is suhetanil,

We du not sgree that the legislative
intent brhind 19 US.C 1304 1< a:m-tar tne
that heliund most of the nther statutes
cited. FTC requirrmenta ate dirrcied
toward providing infeemation mhich the
consumer should be awnre of sirh ne
content and care lalels. The
entidumping proviciony are chirrncted
townrd preventing unlair eronumer
compcetition in the internatianzl
marketplace Nonr ef thesr ciatutes is
intrndrd 16 give 8 purchicer notier of
the couriry were p particnlar astele v
produred!

. Thue, rathér thun readhing theee
statutrs as direcied Yoward the same
fepiciative enncrene Cuet mavirwms
ench 1o be addresced 10 @ crpatate ured
distinc! legiclative concren Howrver
FDA requitements are ¢irriind teun ard
countrv of onip-n mackieg pusegunt e 38
USC 1f 333 Thece refiaremente e 1o
addition tn those Custams rrfnerrc
pursuani tc 19 L S C 1

Moreover we de not ag-er with the
sugzection that Customs s free toagn 1o
the clear requirementu ol w et b Lhe
eflicacy e @ slatute ard the v isdem !
it enariment ure proper concerns of '
legiclature Onre » siatute s enaring
agencins of the Exercut:ive Branch are pe
free to repesl it admimistratiney in
refuaing to enforce it. et by entorcing it
only in those circumstances 1 which the
outcome 13 hehryved to be drurable
Al'hanpgh Cusinma trt.nne eame Lty !
ther petinn tninterpres the languaee of
the st tute. we cannnt g biryamd the
Linguage 1o A qursten of watoe v
enforer or ant enforce 1t

The enst of comphiance e nnted 1y
rommeniees an the thiegd 1e <om for pe -
rafarcemg et The qtatgteny Joae e

Siptember 18 3955 / Rulis and Regulatione 3°p12

;_

all:ws himted exemptome froee 1hy
mraarhing regquitement where the exgowe
of marking 10 econnmically prohtutine
This subjrct i discuserd below 0 mose
detail. in the arction entitied “1vahio m
of Complianee ™

Scope of Proposal

The npotice seliciled comae-nte
concs ming the procerscing of pretchin
rts

Or.c commenier contends that wm
mahing of retail packages should awat
the receipt of enough information an the
processing done to each proaduct We
reree. The warding of the antice wie
drugned tn afinrd impnrters of i wele
vatiely of agricultural goods an
opportunity 10 provade information e
enable us tn decide whether various
apricutiiral penducte are substantialiy
transformed by the proeesces they
undrepn. The concept of subhstantial
transiormation is purticularty fucl
onented, snd the fig te i the eeeardd
thtremine the ultinude gdeogon

Substantial Ty lv.u'ormnﬁon

Judicial preecedent, such as o
Statrs v Gihson Theemsen Cor. I .
zepro: Midvood Indistnies. Inc v,
{nted St gupra. ure most receathy.
Upeeoned In. v Usnted Sintee. 3 CHY 200
452 F Supp 1026 (1082) concein the
impnrlnunn of arhieles vhich 2o then

“proeecac an the US The guection
mnvolved in escrh cake was even thanst
the imposted artcle wos procasend afre
unpartanon. did the smported article
need tn be marked under the statute

Yo areve at this conclusinn the cnure
wn rack eaer had (o deteemne sl an
articte produte:d ne aresult of thee
provesang was u new and d.ficrens
asncle ol eommeree with @ ne R
rhuractet, or use in making thic
determi=atieon, 1l 18 MrERSRAr to
evam:ar the chanpes wroush b the
U'S process.ng to dete:tmane whe ther
U'S pracerccng s subistantial pnd
e-vatee o rew and Gifferent e Ldn g !
commeree. 07 nliernatinely e
irag=hicant and leaves the s of
the imporied asuicles intac!

This distinction briween 8 mee
chunge and & change 1n the bacic
characier of an article. has Leen
incorporated in Part 134. Custome
Repulatinng Scction 134.1{d)i1)
prouides. “If an imported articie will Lr
veed in manufacture. the manufacturer |

matr be the ylumate purchaver if ke
b c1s the imported astie )= 10 i :
proseccwhich reecltsan a suloane )
tr.onclorm.un of the arach ..
Sectinn 1 HAND ) provides 1 the
rmarabae sieng procesa e merely g muen
vae b b e the plentity ! the

The Quality of this Image is Equal to the Quality of the Original
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umpored srucles intact, the cosuzer & “9nalh” consuzplon See. Woodrull conclusions 80 to changes 1n the

usar of the sricle. who obtaus the J.G.. Tres Nuts. Secoad Edition AV] - physical and conmercal characiar of
arucle after be procasaing wall be -“Publabing Co: {1879) a! page 388 the outs. According to this expert. the
tul:r::: 88 the uumale purchaser.’ = The comments for the unporters stress  pistachio aul after roasling. ls mersly

mmung whethar as imporad

that inahell {unshelled) ras pistachio
srticle bas been subjected w substantial

crispes. The Gl tasis remauns Be -
mumrMod.muodndm.d.A same. and ¢ the color of the aul 8

manulactunng or processing operstions  roasied. salted and io most cases changed at all the change is oot
ip the U.S which transforms ft imo s colored red with food colae The ndticeabla
tew snd diflerent arucle of commerce,  roasting of thass oot for 38 10 30 ' Ahar reading al) the submissions an

or only to insignufican! processing which . minutes bnngs the internal tempetatize this point i1 is Customs view that the

" pul Accarding o some producers

lesves the identity of the article intact, of the sut 1s 220 degrees Faluenheil a8d  physical s0d commercial changes which
Customs will consider ths lollowing substantially changes the chamical e occus (o the pistachic auls as & rasuht of
factars:: ' composition of tbe nul I8 alec destreys . yoaating are 2ol aignificant. and thal tha
- [1) The pbysical change in the article  mold. sporea. and bactenis. Aftar idantity and use af the pistachio aut
;a ¢ resull of the cb ar ' m&md.lba nuts are a‘iloll;.d and remalns istact Authoritative sources
rocessing apesations io aach loreige  packaged Ooce roaste ous must  ‘consulted by Custams indicated 8o
country or U S insular possession. and t: protecied or else they will becams pos ¢

inthe US bm_\'é:‘d» The value add

A by roasting is
{2) Tbe time involved ip the over 100 L T .
manufacturing or procesaing operations ©  The submiisians oa behalf of the

in each foreigp country or US. asular  “domestic growers ind impariess do not

possession. and ip the US ° presen! #'substantially duffacent
(3) The complexity of the idela:c’w of the procassing o which
meanulscturing or processing operations - ‘pistachio nuts are subjected Ratber.

In each foreign country ar US insular they conflict on the very basic issue of

possession and is the US -- the significance of the changes to ths
(4) The level ar degree of skill and/or  pbysical and commercial chazactas of
:du‘:?logn requrad ip the the outs -h:g l::::‘ from this
anulacturing or processing operauons cesaing The stic ueess
in each fareigo country or US wnsular L:;:dud. that the pi.sudlim pezly
possession. and in the US " further dried and the impanery = '
(8) The value added to the article in conclude that the beat applied 10 thess
each fareign country or US. tnsular . . puly changes theis fundameotal .

possession. compared 1o value added in  charucter. Since the conclusions are
theUS = contradictary. we helievs it is
These criteria are oot exhaustive. and  gppropriate o Jook 1o the pufliciency of
one or more cnlena may be -the svidence presented
determinstive. The description of the roastuag’ "
Substantial Transiocmation Applied process by tbe importers concludes wi
W ) ' the statemeni tha! thus processing -
¢ received severs! comments ot substantially changes the chemical
platachio nulx some on behal! of composition of the awts Thus change s
gome-uc gowers. othere on behs!! of ‘claimed to necessitate the protecuoc af
imporiess. The coruments an behat! of these niuts fram the st Two appendizas
the domestic Fowers stress bal the . -y ere pubmined ane for "dried? puta
;houtu.n tn pistachio nrts is reduced the other for “dry roased” puls, each of
rom s r,tnae af 40 0 89 percent 1§ which cantatns lists of quastuties for
. ;;"8? o' 4 10 8 percent before rossting vanous components of the auls Some of
€ ‘Yoasung® process dnes the the diflerences are sriung others 4o
pisiachio nuts furtber w o BosLrY 101 appeas 10 be of puch consequenca
content betwess 2 snd ¢ pascent The For example the changes in the smoun!
decrease In lhe_momm I : of iber phospharus and sadium are
sccomplished by drying the pistachie minimal The chungss in the amount of
nuts for 25 10 50 minutes 1n o belt dryer  wqier. protein. carbohyd:ates. iron.
or rolery drum by » person who is magnesiure, ascorbic and. snd aming
usnskilied or ssmuskilied and tus scids are subsannal. * -
rwduction {b tbe mowsture cosL 25 10 9

The submissions op behall of the -
cents per pound The Boal dred auts domestic growers chersctenze the

are crisper and may be a different shads ' gppicanon of hest to the pistacinoe 39 8
of green. but according o these drying rather than & substaztial
comunants. there b no subsanual - usnsformation This charactenization of
change in thas taste or appescence of the  the processing is based upon expert
op:nion by Professor Martin W. Miller of
the University of Culrforma 2! Davie
which includes » very complete

“p:stechiv nuts ame ealer by whscmery
buth before and afer tne rousting
However 11 ahould be poted tha! expert
snurces consulied by Cusioms ind:caled
thel there 18 po signihicant mars et for
“ifeasiod Piatachiv huts parui alarty for

snd e results of soen proceesing The
sxpart eprmion provides the hnk
bLe!wosa the recorsed dels snd the

descripuon of the process:ng of the ruts -

commarcial uses for green pistachio
puts. and Y such uses exist they are -
opg:muy pagligible Roasting sppears
to be. like picking sorting. and bagging
simply ane of seueral procassing staps
to which all pistachio outs are o
subjected 0o oos of which alters of

- imits the jntended ar potential -
commercial nse 1o view of hia we
conclude that thers has boes a0 change
in the commaercial designation or
dentity, {a the fundamental charsctar, | -
o1 commercial ase of the article. o
charactarizad. we balisve tha! ths .
pistachio nuts are oot changed inloa -
pew and chflereqs ariicle by wirtue of -
roasting or othar simujar incidactal
processing Thus. they are not
substantally tsoaformed.

Problems of Compliance

Many of the comments focus oa the
problems cresied by s conclusion that
po substantial trunsformatas of thase
imparted goods has takac place Thie
conciusion equires the! sach container
of pistachio muts which for example.
conlaics mstachic ouls from & pumber
of difierent sounmies. be marked with
the pame of each country bux whick
the pistachio nuts ong:tate The concerc

axpressed 19 that suck 5 conlawner

would have 10 contain the names of a
large oumber of countmes
The commenien sugpes! some

opuons: (1} Standardize labels to
wclude the Engl:ob name of svery

" county of ongar from whuch the
pisachio pute originste and (3) print 8 .
sumber of differemt labels and keep
track of the countries fram which
pistactno nuts in s perticuler comatner
sre pachaged The frvt option s '

- enticized by thess commeniers because

the lsbels might not sccurstely reflect
the countny of orgia af the pisiachio
nuts ex.ept coincadentelly They pount
out that arv contalner which dues no!
include pintectio auts frem euch coun'ny
spesified on the comarrer will be
wncorrectly labelled Accomding to the
cwmnmenters the adopt:on of the suvern d
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opuion will necessitate an elsborate
oystem of Uacking the pistachio nute
from each country 1o-determine an which
perticular container they have been
placed This. according to the comments,
is an extsmaly a.mc'\'& snd costly
rroceu Because the pistachio nuts are -
ible. 1t is difficult 1o derermine U the

. counu'ln from which the contents of »

specific contalner originats metch the *
marking of the containers in which the
pistachio puts are packaged.

Customs {s not convinced by the
srgument that country of origin mthng
on s container of pistachio puts

precludes the pistachio nut purchaser
!rom purchasing from other countnes.
The economic and marketng factors
ths! impe! purchasers to buy bom
particular countries far outweigh any
influence oo these decisions that be
cost of compliance with the marking law

- might bave. Customs belisves that In

every instance the buyer mus! campare
tbe sconomic advantages resulting from
purchasing from & new source country.
witb the cost of compliance with the
country of origin marking law. .

Customs bas not required tha! an
importer track the arigins of sack | .
anduo nut io 8 particular conlainer. A

sting on the containsr of the countriss
which provides the constituants of the .
biend ot the time of packing ls suflicient
We believy that such s rule of reasan
eimingtes the necessity for tracking
sack individua! pistachio nut while
permitiing compliance with the marking
requirement with & minimum of -
irterferencs.

Giver the flexibility which Customs

- bas allowed by permitting “sbogus”

zariing we do not believe the! any of
the ccmmenters bas shown the!
cozphanae wath the mariing law would
be exceasively costly.

Actios

Axordingly. this documen! resainds
nung 724350, dated June ¢. 1964 and -,
rubng #726412 dated September 28 --
184 We do not view this to be a change
B a» “ssablished and uniform pracuce”
whizh entails the protections of section ¢
B TanT Actof 1030 (1BUSC o
5(d)) The rosstung of roasung and g
mjung of pistachio nuts. withou! mare. »
b 2ol p gubstantia] ransformauon of the
Bw ppuchios into new and duffsrent
mﬂf of camnmersa Therefore. ths -

. seniginars of pistachic puta, whuch have
he roasted. salted or blended or any
cobizat:or of the three processes

®mus: be maried Lo indicate the country
o ang:z of the raw producu in
wcordance with Part 134 Customs
Regulations

The Quality of this Images is Equal to the Quality of the Original
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Centification Requiremants

In many instacces. 80 importer of
these articles does not scll them directly
to the ulumate purchaser Lo. the articles
are repached afer thelr release from
Customs custody and sent forward for -
further distribution. in view of thin. ° - .
Customs belisves that o further ansure *
that an ultimste pruchaser in the US. b
aware of the country of origin of these
erticles. importers must comply with the
certification requirements of §134.28.
Customs Reguletions (19 CFR 134.25). set
forth in T.D. 83-188. published In the
Foderal Rogistar §n July 28 1083 (A FR
$3880). Section 134.25 requires imparters
to centify to the district director baving
custody of e articles that (o) U the

- imparter does the repacking the new

container must be marked in sccordance’
with applicables law and regulations: or
(b) U the article is pold oz transferved. -
the importer must potify the subsequent
purchaser or repacker. o writing ot the
time of sale or transfer. that any -
repacking of the articls must conform o
the marking requiremsnts. .

Drafting Inlcmﬂu

The pdndpdntbotd&hdnuu\ .
was Clen £ Vereb. Regulations Cootrol -
Branch. Office of Regulations and
Rulings. US Custams Servics. Howsver,’
personne! from other Customs offices
participated in its developmeat *
William van Raoh  *

md&n‘ i

Appm-ds-puhuun'
)euu.wdn x” .

T e - -

. Assisict Secretaty of the Treasury

(PR Doc 63-22408 Fued §-17-8S §.45 am}
BILLING COOE €220-00-8

L

——



A-91

APPENDIX F

DATA RECEIVED FROM U.S. GROWERS IN RESPONSE TO
QUESTIONNAIRES OF THE INTERNATIONAL TRADE COMMISSION
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The on-year and off-year prodnction trends and the yield per acre for
crop years 1981-85, are shown in the following tabulation:

_ Yield per
‘Crop year Production 1/ Bearing trees acre
(1,000 pounds) (acres) (pounds)
1981-----cvcee-n 8,172 14,567 561
1982--------eo-- 27,491 17,468 1,573
1983---ccmnmmn-- 16,156 17,508 923
1984---------- 37,952 17,699 2,144
1985------cceu-- 15,072 17,728 850

1/ Includes both in-shell and shelled pistachio nuts.

U.S. growers’ estimated their future production for 1986-1990, as shown
in the following tabulation:

Quantity
Year (1,000 pounds)
1986----vccrccccmccccccaaaan 38,067
1987---cccmceccccccrrecanaa 22,864
1988--ccccccmcnccccmnceaea 41,030
1989----cccccua-- cmmmm—e——- 26,146
1990--c-cemmmcccccc e e e 44,796

U.S. growers’' domestic shipments of in-shell and shelled pistachio nuts
for crop years 1980-85, are shown in the following tabulation: 1/

1980 1981 1982 1983 1984 1985

In-shell pistachio nuts:

Quantity--1,000 pounds--- 9,131 5,834 20,530 11,955 24,991 9,984

Value----1,000 dollars--- 3,991 3,453 25,514 13,360 24,771 11,874

Unit value per pound----- S §.446  $.59  $1.24 $1.12 $§.99 §1.19
Shelled pistachio nuts: '

Quantity--1,000 pounds--- 942 629 1,101 1,217 4,818 814

Value----1,000 dollars--- 200 . 228 889 721 1,845 . 280

Unit value per pound----- $.21 $.36 $.81 $.59 $.38 $}34

1/ Data do not include intracompany shipments.
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U.s. groweré' estimated shipments to rélated and unrelated domestic
processors for crop years 1982-85, are shown in the following tabulation:

Related processors

Unrelated processors

Year _ (1,000 pounds)
1982-cc-mcccc e cccemaaae e 6,178
1983---ccccmcmccc e ce e n 3,018
1984 -c-cccmc e 8,326
1985---cccmcrmeccee e 3,856 .

(1,000 pounds)

19,918
12,437
27,491
10,573

Total nonbearing acres and its share of total acreaﬁe for crop years

1981-85, are shown in the following tabula;ion:

Year . Acreage
198l----mcccc e rrcce e e e 1,144
1982---cccmccm e ecaa e 2,051
1983---ccccre e aa e 2,601
1984-----ccce e - 2,510

ol ol e

WNWON

'Percent

NUVUVOoNhWw
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