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UNLITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[303-TA-4 and 303-TA-5]
CERTAIN YARNS OF WOOL FROM URUGUAY AND BRAZIL
Determination of No Injury or Likelihood Thereof

On the basis of information developed during the course of investigations
Nos. 303-TA-4 and 303-TA-5, undertaken by the United States International Trade
Commission under section 303(b) of the Tariff Act of 1930, as amended, the
Commission determines unanimously 1/ that an industry in the United States is
not being injured, is not likely to be injured, and is not prevented from
being established, by reason of the importation of certain duty-free yarns of
wool from Uruguay or Brazil, provided for in item 307.60 of the Tariff Schedules
of the United States (TSUS), upon which the Department of the Treasury has
determined that a bounty or grant is being paid within the meaning of section 303
of the Tariff Act of 1930, as amended.

On November 22, 1978, the U.S. International Trade Commission received
advice from the Department of the Treasury that a bounty or grant is being paid
with respect to certain duty-free yarns of wool imported from Uruguay and Brazil
that are entered under TSUS item 307.60. Accordingly, the Commission, on
December 4, 1978, instituted investigations No. 303-TA-4 and 303-TA-5 under
section 303(b) of the Tariff Act of 1930, as amended, to determine whether an
industry in the United States is being or is likely to be injured, or is prevented
from being established, by reason of the importation of such merchandise into

the United States.

1/ Chairman Joseph O. Parker, Vice Chairman Bill Alberger and Commissioners
George M. Moore, Catherine Bedell, and Paula Stern concurred in the negative
determinations.



2
Notice of the institution of the investigations and public hearing was

published in the Federal Register of December 13, 1978 (43 F.R. 58233). On

January 9, 1979, a public hearing was held in Washington, D.C., at which
any person interested in the proceeding was given‘the opportunity to appear by
counsel or in person, to present information, and to be heard.

The Treasury. investigations resulting in the countervailing duty determina-
tions were initiated as a result of a petition filed with the Treasury Department
on November 7, 1977, by the Amalgamated Clothing and Textile Workers Union,

Washington, D.C.



STATEMENT OF REASONS OF CHAIRMAN JOSEPH O. PARKER AND
COMMISSIONERS GEORGE M. MOORE AND CATHERINE BEDELL
On November 22, 1978, the United States International Trade Commission

received advice from the Department of the Treasury that bounties or grants were
being paid with respect to certain duty-free yarns of wool imported from Uruguay
and Brazil. Accordingly, on December 4, 1978, the Commission instituted investi-
gations Nos. 303-TA-4 and 303-TA-5 under section 303(b) of the Tariff Act of
1930, as amended, to determine whether an industry in the United States is being
injured, is likely to be injured, or is prevented from being established, by

reason of the importation of such merchandise into the United States.

Determination

On the basis of the information obtained in the investigations, we determine
that an industry in the United States is not being injured, is not likely to be
injured, and is not prevented from being established, by reason of the importa-
tion of the duty-free yarns of wool, provided for under TSUS item 307.60, from
Uruguay or Brazil which the Department of the Treasury has determined are re-

ceiving bounties or grants from the Governments of Uruguay and Brazil.

The product

The articles covered by these investigations are dyed yarns of wool,
cut into uniform pieces of not more than 3 inches in length and packaged for
retail sale in immediate packages or containers weighing no more than 6 ounces
in weight, inclﬁding the weight of the immediate package or container. These
highly specialized yarns of wool are only used in the handicraft industry in

making latch-hook rugs.



The U.S. industry

In making our determination in these investigations we have considered the
relevant U.S. industry to consist of the U.S. facilities used in the cutting
and packaging of the dyed wool yarns that are the subject of these investigations.
Only two U.S. firms are known to have cut and packaged such yarns during
the period 1975-78; Both were in production in 1978. The largest is Emile
Bernat and Sons Co., of Uxbridge, Mass.; the other is American Family Crafts,
of Danbury, Conn.

No Injury or likelihood thereof by reason of
subsidized imports

There was no evidence of injury that developed during the investigation.
In fact, both domestic producers were completely unaware of the petition filed
by the Amalgamated Clothing and Textile Workers Union, and indicated that they
had no knowledge of any imports from Uruguay or Brazil. The two producers
asserted that any injury they may have suffered during recent years could have
been caused by a shift in the market place from yarns of woql to yarns of
synthetic fiber. In addition, a spokesman for the petitioner indicated a
lack of interest in pursuing the investigations in view of the limited importa-
tion of the product in recent years.

Total imports of the yarns in question from Uruguay and Brazil in recent
years have been negligible and the Commission's investigations developed no
information indicating that they were injuriéus tohthe domestic industry. Imports
from Uruguay were accounted for by one entry, which occurred in May 1975, repre-
senting only 0.23 percent of all U.S. imports in that .year. Total imports of the
duty-free wool yarns from Brazil were accounted for by a.single entry that occurred
in March 1977, accounting for only 1.5 percent of imports of the product from all

sources for that year. 4



Furthermore, there appears to be no likelihood of future iﬁjury to the
domestic industry from subsidized imports of the wool yarns in question from
either Uruguay or Brazil. In the case of Uruguay, no such imports have occurred
since 1975 and.there is no indication that any are expected in the future.
Althéugﬁ Brazilian bounties and grants applicable to wool products have been in
effect since at least 1974, the only imports from Brazil appear in a.single entry
which occurred in March 1977. No Brazilian imports of this producf are expectedv
in the future, and Brazilian bounties and grants are, according to Treasury, in

the process of being phased out.



VIEWS OF COMMISSIONERS BILL ALBERGER AND PAULA ‘STERN

In order for the Commission to make an affirmative determination in
an investigation under Section 303(b) of the Tariff Act of 1930, as amended,
it is necessary to find that an industry.in the United States is being or
is likely to be injured, or is prevented from being established, 1/ and
the injury or likelihood thereof must be by reason of the importation into
the United States of duty-free merchandise found by the Department of the
Treasury (Treasury) to be receiving a bounty or grant from the exporting

country.

Determination

On the basis of the information obtained in these investigations, we
determine that an industry in the United States is not being injured or
likely to be injured by reason of the importation of yarns of wool from
Uruguay and Brazil which Treasury has determined are receiving bounties or

grants from the Governments of Uruguay and Brazil, respectively.

The Product and the Domestic Industry

This investigation covers dyed yarns of wool, cut into uniform pieces
of not more than three inches in length and packaged for retail sale in
immediate packages or containers weighing no more than six ounces, including
the weight of the package or container. These are highly specialized yarné

of wool used only in the handicraft industry in making latch-hook rugé.

1/ Prevention of establishment of an industry in this investigation is
not in question and will not be discussed further in these views.



The relevant industry consists of those U.S. production facilities used in .
cutting and packaging these yarns. Only two U.S. firms are known to have

cut and packaged such yarns during the 1975-78 period. The larger is Emile
Bernat and Sons Co., of Uxbridge, Massachusetts; the other is American Family

Crafts, of Danbury, Connecticut. Both produced in 1978.

No Injury or Likelihood Thereof by Reason of Subsidized Imports

Total imports of these yarns from Uruguay and Brazil in recent years
have been negligible and could not have been injuriéus to the démestic indus-
try. Imports from Uruguay were accounted for by only one entfy, &hich occurred
in May 1975, representing only 0.23 percent of all U.S. imports in that year.
Total imports of the duty-free wool yarns from Brazil were accounted for by
a single entry that occurred in March 1977, accounting'for only 1.5 percent
of imports of the product from all sources for that year.

Furthermore, there appears tb be no likelihood of future injury to the
domestic industry from subsidized imports of the wéol yarné in question from
either Uruguay or Brazil. It is highly unlikely that any Uruguayan subsidies
of the wool yarns in question will cause any injury to the U.S. industry .
that manufactures this product since no such imports have occurred since
1975 and none are expected in the future. No Brazilian imports of this pro-
duct are expected in the future, and Brazilian bounties and grants are,
according to Treasury, in the process of being phased out.

This investigation resulted from a petition filed by the Amalgamated
Clothing and Textile Workers Union covering men's and boys' wearing apparel

and a multitude of textile mill products from eight countries, including



Uruguay and Brazil. Apparently Treasury listed the relevant products and
corresponding TSUSA numbers, but this list was not adequately researched

to reflect the specific interest of the petitioner. Both domestic producers
of these yarns were completely unaware of the petition and indicated that

they had no knowledge of any imports from Uruguay or Brazil. The two
producers assérted that any injury they may have suffered during recent

years could have been caused by a shift in the market place from yarns of

wool to yarns of synthetic fiber. In addition, a spokesman for the petitioner
indicated at the Commission's hearing a complete lack of interest in these
investigations. Further, in view of the limited importation of the product

in recent years, no witnesses at the hearing expressed any interest in imports
of these articles from Uruguay or Brazil. Whether the blame lies with
Treasury or the petitioners, these investigations have been a significant
waste of government time and taxpayer's money. It is unfortunate that this
product was not eliminated from the scope of the Treasury investigations before

its procedures began. This should not be allowed to occur again.

Conclusion

There is no apparent injury to the domestic industry in either of these
cases. However, even if there were, such injury would clearly not have been
by reason of the importation of certain subsidized wool yarns from Uruguay

or Brazil.
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INFORMATION OBTAINED IN THE INVESTIGATION
Summary

On December 4, 1978, the U.S. International Trade Commission instituted
investigations Nos. 303-TA-4 and 303-TA-5 to determine whether an industry in
the United States is being or is likely to be injured, or is prevented from
being established, by reason of the importation of certain yarns of wool
imported from Uruguay and Brazil that enter the United States duty free under
item 307.60 of the Tariff Schedules of the United States (TSUS). The
Department of the Treasury advised the Commission, on November 22, 1978, that
such yarns are subject to bounties or grants from Uruguay and Brazil., A
public hearing was held in Washington, D.C., on Tuesday, January 9, 1979. The
Commission's determination is due to be reported to the Secretary of the
Treasury by February 22, 1979.

The bounties and grants found by Treasury are equivalent to 16.8 percent
of the f.o.b. export price of the Uruguayan yarns and 37.2 percent of the
f.o.b. export price of the subject Brazilian yarns. In its letter of advice
to the Commission, Treasury indicated that conditions exist that make it
appropriate to waive the assessment or collection of countervailing duties
from Brazil in the event that the Commission makes an affirmative injury
determination. In the case of imports from Uruguay, Treasury has found no
factors that would warrant the waiving of assessment or collection of
countervailing duties. Although Treasury's authority to grant waivers on the
assessment or collection of countervailing duties expired on January 3, 1979,
Treasury expects legislation to be passed in the near future that would extend
its waiver authority retroactively to January 3, 1979. Meanwhile, in lieu of
the deposit of estimated countervailing duties by importers, Treasury is
requiring only the posting of bonds or irrevocable letters of credit to assure
the payment of potential countervailing duties.

The articles covered by this investigation are specifically limited to
dyed yarns of wool,; cut into uniform pieces of no more than 3 inches in length
and packaged. The entire package of wool yarns is limited to no more than 6
ounces in weight, including the weight of the package.

The domestic industry consists of two firms, Emile Bernat and Sons Co. and
American Family Crafts. Bernat was the largest domestic manufacturer of these
yarns of wool in 1977. Neither firm has indicated any interest in the investi-
gations. In addition, in the public hearing, a spokesman for the original
complainant, the Amalgamated Clothing and Textile Workers Union, indicated
that the petitioner has no interest in pursuing the investigation either.

Imports from Uruguay and Brazil entering under TSUS item 307.60 were
limited to a single entry from each of these countries during the last 10
years. Uruguay's single export shipment to the United States occurred in May
1975, amounting to 4,425 pounds of 3-inch wool yarns, accounting for 0.23
percent of total U.S. imports of this product from all sources for that year.
Brazil's single shipment to the United States, amounting to 24,905 pounds,
occurred in March 1977; it accounted for 1.5 percent of total imports of the
product from all sources for that year. Total imports from all sources of the
products in question exceeded 1.4 million pounds per year, each year during
1970-77. ‘ A
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Introduction

-On November 22, 1978, the United States International Trade Commission
received advice from the Department of the Treasury, in accordance with
section 303(b) of the Tariff Act of 1930, as amended, that a bounty or grant
is being paid with respect to certain yarns of wool imported from Uruguay 1/
and Brazil 2/ that enter the United States duty free under item 307.60 of the
Tariff Schedules of the United States (TSUS). Accordingly, the U.S.
International Trade Commission, on December 4, 1978, instituted investigations
Nos. 303-TA-4 (certain yarns of wool from Uruguay) and 303-TA-5 (certain yarns
of wool from Brazil) under section 303(b) of the Tariff Act of 1930, as
amended (19 U.S.C. 1303(b)), to determine whether an industry in the United
States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of such duty-free merchandise into
the United States.

The Commission's investigations on certain yarns of wool from Uruguay and
Brazil were instituted simultaneously with related investigations Nos..
303-TA-6, 303-TA-7, and 303-TA-8, concerning certain leather wearing apparel
from Colombia and Brazil, and certain gloves and glove linings from Brazil,
all of which are also duty-free articles that Treasury, on November 22, 1978,
advised the Commission are subject to countervailable bounties and grants.

A joint public hearing in connection with all five investigations cited
above was held in Washington D.C., on January 9, 1979. A joint notice of the
institution of the five investigations and public hearing was published in the
Federal Register of December 13, 1978 (43 F.R. 58233). 3/

These five investigations resulted from a countervailing duty petition
which was filed with the Treasury Department on November 7, 1977, by the
Amalgamated Clothing and Textile Workers Union, Washington, D.C. The petition
alleged that a wide variety of dutiable and duty-free textile products,
imported under some 250 separate TSUSA items, from Uruguay, Brazil, Argentina,
Colombia, India, the Philippines, the Republic of Korea (Korea), and the
Republic of China (Taiwan) were subject to countervailable bounties and
grants. Notice of Treasury's receipt of the countervailing duty petition and
initiation of the investigations of men's and boy's apparel and textile mill
products of cotton, wool, and man-made fibers from Uruguay, Brazil, Argentina,
Colombia, India, the Philippines, South Korea, and Taiwan were published in
the Federal Register of January 30, 1978 (see 43 F.R. 3977 and 43 F.R. 3964,
respectlvely) These notices were amended sllghtly in a clarification of
notices of recelpt of countervailing duty petition and initiation of investi-
gation published in the Federal Register of October 13, 1978 (43 F.R. 47340).

1/ A copy of Treasury s letter of advice with respect to imports from
Uruguay is presented in app. A.

2/ A copy of Treasury's letter of advice with reSpect to imports from Brazil
is presented in app. B.

3/ A copy of the Commission's notice of investigations and hearing is 4
presented in app. C. A-2
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On June 1, 1978, following investigations of the various articles imported
from the countries in question, Treasury published its preliminary counter-
vailing duty determinations in the Federal Register with respect to imports
from Uruguay (43 F.R. 23795) and Brazil (43 F.R. 23783), and on November 16,
1978, published its final countervailing duty determinations in the Federal

Register with respect to Uruguay (43 F.R. 53424) 1/ and Brazil (43 F.R.
53422). 2/ In addition, on November 16, 1978, the Treasury Department also
published a notice of waiver of countervailing duties on imports from Brazil
(43 F.R. 53425) 3/ and, on January 2, 1979, the Treasury Department published
a notice of the suspension of liquidation upon the expiration of its

countervailing duty waiver authority (44 F.R. 141).

The Treasury investigations of foreign subsidies and grants resulted in

determinations on November 16, 1978, that none of the imports of the dutiable
and duty-free articles covered by the investigations manufactured in
Argentina, India, the Philippines, Korea, and Taiwan are subject to bounties
or grants within the meaning of section 303 of the Tariff Act of 1930. U.S.
imports of wearing apparel from Colombia that are duty free were found to be
subject to countervailable bounties or grants, but all other imports (both
dutiable and duty free) manufactured in Colombia were determined by Treasury
not to be subject to countervailable bounties and grants. All of the articles
under investigation from Uruguay and Brazil, both dutiable and duty free, were
found to be subject to countervailable bounties and grants. The duty-free
articles covered by the determinations with respect to Uruguay and Brazil
included the yarns covered by Commission investigations Nos. 303-TA-4 and
303-TA-5, that is, wool yarns imported under TSUS item 307.60, that are
colored, cut into uniform lengths not exceeding 3 inches, in immediate
packages and containers not exceeding 6 ounces in weight, including the weight
of the immediate package or container. In addition to these duty-free wool
yarns, the Department of the Treasury determined that certain related dutiable
yarns of wool or hair, covered under TSUS items 307.62 and 307.64, were
subject to countervailable bounties or grants. These articles, however, are
-not included in the Commission's investigations since they are subject to U.S.
import duties.

As amended by the Trade Act of 1974, section 303 of the Tariff Act of 1930
provides that, for duty-free merchandise that has been found by the Secretary
of the Treasury to be subject to bounties or grants paid or bestowed by a
foreign country or other foreign entity, the Commission shall determine,
within 3 months after being so advised by Treasury, whether an industry in the
United States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of such merchandise into the United
States. In the event of an affirmative determination by the Commission, the
law provides that the Secretary of the Treasury shall direct the assessment

1/ A copy of Treasury's notice of its final countervailing duty determina-
tion with respect to imports from Uruguay is presented in app. D.

2/ A copy of Treasury's notice of its final countervailing duty determina-
tion with respect to imports from Brazil is presented in app. E.

3/ A copy of Treasury's notice of waiver of countervailing duties with
respect to imports from Brazil is presented in app. F.

A-3
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and collection of countervailing duties in the amount of the bounties or
grants. An injury determination by the Commission is not required under the
Trade Act if merchandise found to be subject to foreign bounties and grants is
dutiable. Section 303 of the Trade Act provides that, for dutiable
merchandise, upon a finding of countervailable bounties and grants by the
Secretary of the Treasury, the Secretary of the Treasury shall direct the
assessment and collection of countervailing duties in the amount of the
bounties or grants.

Treasury's notice of its countervailing duty determinations announced
that, effective November 16, 1978, there shall be collected in addition to any
other duties estimated or determined to be due, countervailing duties of 16.8
to 42.8 percent of the f.o.b. value of imports of dutiable textile products
from Uruguay covered by the Treasury investigation and 34.8 to 37.2 percent of
the f.o.b. value of imports of such dutiable articles from Brazil. Section
303(d), however, provides for certain instances in which the collection of
countervailing duties may be waived. In its notice of intention to waive the
collection of countervailing duties for imports from Brazil, Treasury noted
that extensive conversations were held with Brazilian officials which led to
the substantial reduction of Brazil's subsidy programs and a commitment to
participate actively in the Multilateral Trade Negotiations. On this basis,
Treasury stated that conditions exist that make it appropriate to waive the
collection of countervailing duties on the dutiable textile articles imported
from Brazil that were found to be subject to countervailable bounties or
grants. In the Treasury letter of advice to the Commission, the General
Counsel of the Treasury stated that the factors making it appropriate to waive
the collection of countervailing duties in the case of dutiable imports from
Brazil also provide the basis for waiving the collection of countervailing
duties on the duty-free merchandise covered by this investigation, even in the
event the Commission makes an affirmative injury determination. In the case
of imports from Uruguay, Treasury has found no factors that would warrant the

waiving of assessment or collection of countervailing duties, whether the
merchandise is duty free or dutiable.

The Department of the Treasury's authority to waive the assessment and
collection of countervailing duties, provided for under section 303 of the
Tariff Act of 1930, as amended by the Trade Act of 1974, expired on January 3,
1979. Because of Treasury's expectation that legislation extending the waiver
authority retroactive to January 3, 1979, will be enacted by the current
session of Congress, the Department of the Treasury published in the Federal
Register of January 2, 1979, a notice that liquidation of entries of
merchandise subject to waivers is to be suspended until further notice, and
that in lieu of requiring the deposit of estimated countervailing duties, the
posting of bonds or irrevocable letters of credit in an amount sufficient to
cover potential liability for countervailing duties will be considered
sufficient to meet the obligations of the Secretary of the Treasury for
protecting the revenue.

A-4
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Description and Uses

The products covered by this investigation are specifically limited to
dyed yarns of wool, cut into uniform pieces of no more than 3 inches in length
and packaged for retail sale. The entire package of wool yarns is limited to
no more than 6 ounces in weight, including the weight of the package.

These highly specialized yarns of wool have always been used in the
handicraft industry, by hobbyists, and by the handicapped, in making
latch-hook rugs. These rugs vary in size but are most frequently made in
standard sizes of 20 by 27 inches and 30 by 60 inches. Industry sources
indicate that yarns of wool cut into 3-inch pieces are not used in the
manufacture of any other products.

U.S. Tariff Treatment

The subject yarns of wool, i.e., colored, cut into uniform lengths of not
over 3 inches, and put up in packages of not over 6 ounces, are provided for
in TSUS item 307.60. Both column 1 and column 2 imports have been free of
duty since September 4, 1957,

The rates of duty for the merchandise in question were provided for,
prior to September 4, 1957, under paragraph 1107 of the Tariff Act of 1930.
The rates of duty established in 1930 were 40 cents per pound plus 35 percent
ad valorem for yarns valued at not more than $1 per pound, 40 cents per pound
plus 45 percent ad valorem for yarns valued at more than $1 but not more than
$1.50 per pound, and 40 cents per pound plus 50 percent ad valorem for yarns
valued at more than $1.50 per pound. As a result of trade agreement
concessions, the rates of duty applicable to entries from countries entitled
to most-favored-nation treatment were reduced in 1945, in 1948, and again in
1951, at which time they were all made to equal 30 cents per pound plus 15
percent ad valorem. The latter rate remained in effect until 1957. Public
Law 85-284 provided for duty-free treatment for all entries of the subject
yarn, effective September 4, 1957, under paragraph 1822 of the Tariff Act of
1930. Since 1963, when the TSUS became effective, the subject yarns have been
provided for free of duty under TSUS item 307.60.

Nature and Extent of the Bounties or Grants being Paid or Bestowed

In its countervailing duty investigations on duty-free yarns of wool, the
Treasury Department determined that the Governments of Uruguay and Brazil have
given benefits which constitute bounties or grants on the manufacture,
production, or exportation of certain textile mill products of cotton, wool,
and man-made fibers. Treasury determined that the bounties and grants
amounted to 16.8 percent of the value of dutiable and duty-free imports of
wool yarns from Uruguay and 37.2 percent of the f.o.b. price for export to the
United States of the subject duty-free wool yarns from Brazil.

In accordance with section 303(a)(2) of the Tariff Act of 1930, as amended
(19.U.S.C. 1303 (a)(2)), countervailing duties may not be imposed upon any
article of merchandise which is free of duty in the absence of a determination

A-5
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by the Commission that an industry in the United States is being or is likely
to be injured, or is prevented from being established, by reason of the
importation of such articles or merchandise into the United States.

The bounties or grants found by Treasury to be applicable to the subject
merchandise from Uruguay and Brazil are described below. Treasury did not
quantify the individual bounties or grants.

Uruguay

1. Reduction in the corporate income tax on export earnings of non-
traditional exports.

2. The granting of tax certificates, known as ''reintegros,' calculated
as a percentage of the value of exported goods.

3. Export financing at preferential rates.

Brazil

1. Certificates granted by the Brazilian Government in the amount of the
IPI/ICM tax (Federal and State sales taxes) which are in addition to
the ordinary exemption on export of the value added tax.

2. Preferential financing for exports.

3. Tax relief on equipment and earnings, in addition to grants to certain
new industries located in economically depressed areas.

4. Partial exemption from payment of IPI (Federal sales taxes) and import
duties on machinery purchases.

5. Cash assistance given to certain enterprises under BEFIEX, a govern-
ment agency. Only one of the exporters investigated by Treasury was
an eligible enterprise under the BEFIEX program. Benefits included
the reduction in IPI taxes, as well as excusing a prior import deposit
of customs duties on imported machinery. '

Should the determination of the Commission be affirmative, the Department

of the Treasury would consider it appropriate to waive countervailing duties
for Brazil under section 303(d) of the Act, as a result of the Brazilian
Government's commitment to doing the following:

(1) A 25-percent reduction in the net bounty of 37.2 percent on all
dutiable and duty-free merchandise by the imposition of an
equivalent export tax on or before November 7, 1978;

(2) A further 25-percent reduction of the bounty on January 3, 1979; and

(3) The elimination of the remaining net bounty or grant of 18.6 percent
by no later than January 1, 1980.
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In addition, the Government of Brazil has committed itself to active participa-
tion in the Multilateral Trade Negotiations in Geneva.

Treasury officials indicated that Uruguayan governmental subsidies and
grants applicable to wool products came into effect only in 1977. 1In the case
of Brazil, however, subsidies and grants applicable to wool products have been
in effect at least since 1974.

The Domestic Industry Profile

The Commission contacted a spokesman for the Amalgamated Clothing and
Textile Workers Union, the petitioner, at the outset of investigations Nos.
303-TA-4 and 303-TA-5. The spokesman could not identify any U.S. producers of
the subject yarns in these investigations, and went on to acknowledge that
imports entering under TSUS item 307.60 from Uruguay and Brazil were very
small, The Commission, however, was able to identify a domestic industry,
composed of two firms. that cut and package dyed yarns of wool, 3 inches in
length, packaged in containers not weighing more than 6 ounces, including the
weight of the immediate containers. Officials from the two U.S. firms were
unaware of the petition that was filed by the Amalgamated Clothing and Textile
Workers Union and were also unaware of any injury that they could have
suffered from imports entering under TSUS item 307.60. They noted, further,
that they had no knowledge of any imports from Uruguay or Brazil. The two
producers asserted that any injury they may have suffered during recent years
could have been caused by a shift in the market place from yarns of wool to
yarns of synthetic fiber. 1/ Both firms, along with at least 30 other U.S.
firms, are also producers of yarns of synthetic fibers.

The two known firms in the industry are Emile Bernat and Sons Co. and
American Family Crafts. Emile Bernat and Sons Co., a firm located in
Uxbridge, Mass., has been cutting its own yarn since 1968. Bernat was the
largest domestic manufacturer of these yarns of wool in recent years with 1977
and 1978 production of these particular 3-inch wool yarns amounting to * * *
pounds * * * or approximately * * * percent of the firm's total sales. 2/ In
1975, the firm produced * * * pounds of the subject yarns. The number of
production workers engaged in the manufacture of this product in 1977 was the
equivalent of * * %, % % *

1/ At the Commission's public hearing (see transcript pp. 79-82 and
103-105), the spokesman for the petitioner indicated that the petitioner has
no interest in the investigations concerning duty-free wool yarns from Uruguay
and Brazil. When questioned by the Commission, the spokesman for the
petitioner indicated that the petitioner's complaint did not originally
include the duty-free yarns from Uruguay and Brazil that are the subject of
these investigations, but that they were included in the Treasury listing of
some 250 TSUSA items drawn up by Treasury as an all-inclusive list of products
under investigation in response to the Amalgamated Clothing and Textile
Workers' countervailing duty complaint with regard to imports of men's and
boy's apparel and textile mill products.

2/ Total sales by Bernat in 1977 amounted to about * * * pounds of yarn.

A-7



A-8

American Family Crafts, the only other known domestic manufacturer, is
located in Danbury, Conn. The firm started cutting and packaging imported
wool yarns in 1977 when it produced about * * * pounds; its production in 1978
amounted to an estimated * * * pounds. * * *, Sales of the wool yarns in

question accounted for less than * * * percent of the firm's total sales in
1978, * * *,

* * * * * * *

U.S. Imports

Imports from Brazil and Uruguay entering under TSUS item 307.60 were
limited to a single entry from each of these countries during the last 10
years, as shown by the following table. Uruguay's single export shipment to
the United States, amounting to 4,425 pounds of 3-inch wool yarns, occurred in
May 1975; it accounted for 0.23 percent of total U.S. imports of this product
from all sources for that year (table 1, app. G). Brazil's single shipment to
the United States, amounting to 24,905 pounds, occurred in March 1977; it
accounted for 1.5 percent of total U.S. imports of the product from all
sources for that year.

As table 1 indicates, total imports remained generally at the same level
from 1972 through 1976, but fell 23 percent from 2.1 million pounds in 1976 to
1.6 million pounds in 1977, and declined again from 1.5 million pounds in the
period January-September 1977 to about 1 million pounds in the corresponding
period of 1978. The ratio of imports from all sources to domestic consumption
amounted to an estimated * * * percent in 1977. The ratio of imports from
Brazil to domestic consumption, however, amounted to only an estimated * * *
percent. The 1975 ratio of imports from all sources to domestic consumption
amounted to an estimated * * * percent, but the ratio to consumption of
imports from Uruguay was only * * * percent. Leading exporters to the United
States from 1968 through 1977 were the United Kingdom, New Zealand, and
Canada, accounting, in 1977, for 65 percent, 22 percent, and 8 percent,
reSpectlvely, of total imports.

Tables 2 and 3 show meorts, by country, of the two related dutiable items
listed in the pétition.’ Total imports of dutiable and duty-free yarns of wool
or hair are shown in table 4. Imports of duty-free wool yarns enterlng under
TSUS 1tem 307.60 accounted for 46 percent in 1975, and 28 percent in 1977, of
total U.S. 1mports ‘of both dutiable and duty-free yarns of wool or hair.

Table 5 shows U.S. production, exports of domestlc merchandise, and
imports for consumption, of all yarns of wool or hair. This table, which '
includes all related dutiable yarns, as well as the yarns that are the subject
of these investigations, shows that the ratio of imports to consumption, while
small, climbed from 2.5 percent in 1973 to 4.0 percent in 1977.

The Commission contacted the U.S. embassies in Uruguay and Brazil through
State Department airgrams in an attempt to obtain any information available on
the industries in Uruguay and Brazil that cut and package 3-inch wool yarns.
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