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COUPLINGS OF TRON OR STEEL
DIGEST NO. B10% (GSP Removal)

Background

Description and uses

A coupling of iron or steel is a relatively short tubular product,
threaded on the inside. The purpose of a coupling is to join two or moire
sections of pipe or tubing in such a way as to allow for the conveyance of
gasas or liquids. A coupling usually refers to a component when used to join
pipe or tube in a straight line configuration. 7There are three basic types of
steel pipe and tube couplings: standard, which are made of carbon steel and
usad frequently in plumbing applications; casing or oil country tubular good
(OUTG) cnuplinﬁs, which are primarily alloy steel produced to the standards of
the American Petroleum Institute ("API") and used with casing, tubing and
drill pipe in drilling oil and gas wells and for transporting oil and gas to
the surface; and conduit couplings, which are used as conduits for electrical
wiring. The last, is not covered in this digest but is addressed in digest
no. B106.

The TSUS item number for the articles under investigation is provided
below along with information on U.5. tariff rates, U.5. imports in 198%, and

the GSP competitive status.
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Couplings of iron or steel: T3US item number, description, tariff rate
information, U.%. imports in 198%, and the GSP competitive status

Col. 1 rate of duty
effective during-

TSUS item
No. Description 1981 1985 1987
. weeParcant ad valoreme -

610.86 Couplings of iron or steel...... 11% 7% 6.2
U.5. imports Product pro-
in 198% duced in U.§.,
($1,000) Jan. 3, 198%

610.86 Couplings of iron or steel...... 20,883 Yes.

U.5. customs treatment

Couplings of iron or steel are provided for in item No. 610.86 of the
Tariff Schedules of the United States Annotated (TSUSA). The current column 1
or most-favored-nation duty»rata is 7 percent ad valorem. The‘rate which is
applicable to Such imports from least developed developing countries (LDDC) is
6.2 percent ad valorem, and the column 2 rate which is applicable to imports
from éammunist countries is 45 percent ad valorem. Couplings of iron or steel

have been eligible for GSP treatment since the program began in 1976.  No

countries are currently ineligible for GSP under TSUS item 610.86.

U.S. producers and employment

During 1981-8%, the number of U.S5. firms producing couplings of iron or
steel declined. No firm data exist on the number of firms manufacturing in
1981, but industry estimates place the number at 50-70 firms. The number of
manufacturars began to dacline around 1982 when the oil market began to

collapse and drilling slowed. A number of firms went out of business and
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others filed under Chapter 11 or 13 of U.S. bankruptcy law. By 1985
approximately 12 manufacturers remained although not all of them were
producing by the end of the year. Employment also declined as firms went out
of business or were absorbed by other manufacturers. The industry has no firm
documentation on the number of employees, but petitioners have estimatod that
paak employment was approximately 3,200 persons. By 198% employment had

declined to between * ¥ ¥ as about ¥ % X persons lost their jobs while ¥ % %

U.S. consumption and shipments

The market for couplings can be separated into two areas. Standard
couplings, also known as merchant couplings, are sold to the commercial
building industry (such as shopping centers) for plumbing applications. 0il
country tubular good (OCTG) couplings are used by the oil industry to drill
wells and to transport liquids or gases. OCTG couplings are sold to oil
drilling companies, steel mills, or threader yards.

The couplings industry has undergone contraction during the last five
years. According to industry sources, during 198081 the market was
relatively stable. In late 1981, the U.S. couplings industry had excess
capacity because larger firms in the industry had expanded in light of
continued expected demand from the oil industry. Shortly thereafter, the oil
market began to collapse and demand for OCTG couplings declined. 1In
conjunction with the depression in the commercial building industry in
1982-83, both shipments and imports declined. With so much excess capacity

and low demand, the industry experienced a number of firms closing
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and mergers, leaving about 12 companies remaining in 198%, not all of which
were operating.

Apparent consumption of couplings of iron or steel fluctuated duriyg
198185, declining overall from ¥ ¥ % million tons (¥* ¥ ¥ million) in 1981 to
¥ % % million tons (¥ ¥ ¥ million) in 198% (table A). Consumption most likely
declined as a raesult of the recession in the United States during 1982-83, ti.
collapse of oil market and the subsequent drop in demand for 0CTG. U.S§,
shipments of couplings of iron or steel declined from ¥ % ¥ million tons
(* ¥ ¥ million) in 1981 to a low during 1982, then rose during 1983-84, only

to decline to ¥ % ¥ million tons (% % ¥ million) in 1985. Based on guantit:

¥ X X percent in 1982 to a low of % ¥ % percent in 1983 bhefore increasing to

* % X percent in 1985,

U.5. exports

U.s. exports of iron or steel couplings fluctuated during 1981--85,
declining from 5,530 tons ($40.4 million) in 1981 to 3,130 tons ($28.4
million) in 198% (table B). The principal U.S. market for these exports was
Canada, which in 1985 accounted for 49 percent of total exports: The -
petitioner believes that exports of couplings contain reporting errors and arev
greatly overstated, because those firms for whom data is presented in the
petition export very little. The petitioner believes that the firms in the

petition presently represent approximately 60-70 percent of the industry.
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U.S. imports of couplings of iron or steel declined overall during

‘ 1981--8%, From 23,161 tons ($59.9 million) in 1981 to 11,6%7 tons ($20.8
million) in 198%, or by 50 percent (table C). The largest sources of U.S.
imports were Japan and Canada, which together accounted for %59 percent of the
gquantity of total U.%. imports in 198%.

U.5. imports of iron or steel couplings from GSP countries increased from
1,112 tons ($3.1 million) in 1981 to 2,405 tons ($4.5 million) in 1984, then
declined slightly to 2,004 tons ($4.4 million) in 1985, increasing overall by
80 bercent (table D). The largest GSP country source by quantity has been
Korea. On a value basis however, the largest GSP supplier of imports has been
Taiwan. This is because Korea is the largest GSPbsuppli@r of standard
couplings, which are a lower valued product, whereas Taiwan is primarily Che
supplier of OCTG couplings, which are more expensive. Korea generally has not
participated in exports of OCTG couplings to the United States.

Imports of couplings of iron or steel from GSP beneficiary countries in
1985 are shown in fhe following tabulation (in thousands of dollars):

Percent of total

GSP_country 1985 imports imports 1/
Taiwan. . . ... ... 2,366 11
Korea................. 1,452 7
Israel. ............... 584 3 ,
Argentina............. 61 2/
Brazil........ e 50 2/
Other GSP............. _ 5. - 2/
Total . ............ 4,564 22

1/ Paercentages are rounded.
2/ Less than 0.% percent.



Digest No.
8105 -Con.

Conditions of competition in U.§. market

Tmports have been able to compete effectively against the domestic
producers on the basis of both quality and price. Tmports from Japan and
Canada are considered to be of comparable guality with the U.§. product and
can be purchased for about the same cost or less then domestically produced
couplings. Couplings imports from Korea and Taiwan are of equal or lower

quality than the U.5. product and can be purchased generally Tor less.

Position of interested parties

The petitidner, Picoma Industries, Inc., requests the withdrawal QF‘GSP
eligibility for steel couplingé classified under TSUS item 610.86. The
petitioner asserts that couﬁlings are "import sensitive steel articles" 1/ and
as such should be uxempf FFom eligibility for duty-free treatment ugder the
GSP.  Additionally, the petitioner believes that the effgpfs of the steel
product voluntary restraint agreements (VRA's) has been to encourage foreign
coupling producers to shift their exports to the "loose" coupling (i.e. not
attached to a pipe or tube and therefore not covered by the VRA's) market,
thereby circumventing the VRﬁ's.and avoiding duties‘(GSP is not available for

attached couplings and is subject to the VRA's).

l/ Within the meaning of section 503(c)(1)(D) of the Trade Act of 1974,
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Table A.--Couplings of iron or steel: U.S. shipments, exports of domestic
maerchandise, imports for consumption, and apparent consumption, 198185,
January-June 198% and January-June 1986

Ratio of

U.s. Apparent imports Lo
Yoar shipments 1/ Exports Imports consumption 1/ consumption 1/

Quantity (tons)

1981, XK 5,530 23,161 AKX KX

1982. ... KARK 6,844 16,137 XHK R X
1983. ... KKK 4,805 6,461 UK PRVENS
1984. ... HHH 3,281 15,741 KKK KX
198%5. . .. HHH 3,130 11,657 fvavavs fravens
Jan, ~June- -
1985 .. HHX 1,660 7,325 XXX XHH
1986. . KWK 1,636 3.522 MWK .

Value (1,000 dollars)

1981, ... HARK A0, 443 59,949 XHX KR
1982. ... KKK 4%,212 41,430 KHK KKK
1983 . ... XARX 30,820 11,109 XXX KRX
1984 ... KKHK 31,55% 25,221 HHX KHK
198%. ... XA X 28,409 20,883 a2 XN
Jan. - June-

1985, . KKK 14,850 12,527 HHX XK

1986. . AKX 13,824 7,750 WA HWR

Unit value (per ton)

1981. ... KKK 7,313.29 2,588 .37 - -
1982, ... A X 6,606.14 2,567 .41 o -
1983. ... XAX 6,414,08 1,719.45% o -
1984, . .. KKK 9,617.64 1,602.26 i -
198%5. ... KKK 9,076 .26 1,791.46 -
Jan . ~June- -

198% .. KAX 8,945.73 1,710.17 - -

1986, . L2 8,45%0.06 2,200.33 -
{; ..... "

Source: Compiled from official statistics of the U.S8. International Trade
Commission and the U.S. Department of Commerce.
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Table D.—Couplings of iron or steel U.S. imports for consumption under
the GSP, by principal GSP source, 1981-85, and January-June 1986

Source

1 January-June

Note.—This table contains actual GSP imports only (i.e., "CSC 4" trade data).

1981 1982 1983 1984 1985 1986
Quantity (tons)

Taiwan 172 : 262 : 577 : 787 : 775 607
Korea--— ! 803 . 354 874 . 1,378 1,051 . 449
Israel 25 . 118 : 92 166 : 65 81
firgenting—- - mm—— 0: 475 : 0: 11 42 -
Brazil 0: 0: 0 : 1: 27 . -
Antiqua 0: 0: 0: 0: 23 . -
India 0: 0: 0: 1/ 18 : 5
Mexico— 4 : 0: 1: 1/ : 4 . 5
f11 other o e 109 269 : 2 62 : 0: 13

Total—————: 1,113 : 1,482 1,546 : 2,405 : 2,004 : 1,160

Yalue (1,000 dollars)

Taiwan 357 480 1,003 : 1,587 : 2,291 : 1,516
Korea— ~———rrmm—: 1,806 887 1,373 : 1,851 1,428 . 573
Israel 213 309 528 : 931 : 555 @ 186
firgenting——-—mmr——— - 513 - 17 : 54 -
Brazil - - - 10 : 50 : -
Antigua - - - - 31 ¢ -
India - - - 4 5: 12
Mexico 17 - 4 . 1: 4 : 4
All other—— 753 ~ 805 18 : 1: 1: 26

Total— - oy 3,146 2,994 2,926 . 4,515 4,419 2,317

Unit value (Dollars per ton)

Taiwan 1 2,082.64 : 1,830.24 : 1,738.33 : 2,016.79 : 2,955.61 : 2,498.92
Korea— ~———-—+—: 2,249.16 : 2,504.81 : 1,570.84 : 1,343.19 : 1,359.12 : 1,275.16 -
Israel : 8,529.80 : 2,625.79 : 1,570.84 : 5,615.54 : 8,602.37 : 2,301.68
firgentina e - :1,071.28 : 5,757.79 : 1,573.24 : 1,279.43 : -
Brazil - - - 8,331.25 : 1,886.01 : -
Antigua— --—— - - - - 1,354.58 : -
India : - - - : 42,553.19 : 305.83 : 2,255.00
Mexico : 3,910.56 - - 5,595.46 : 972.51 : 944 .63
fAll other————w=w——-: 6,908.26 : 2,992.57 : 2,849.39 : 1,838.72 : - 2,000.00

Total———w-——w—: 2,827.76 : 2,021.08 : 1,892.67 : 1,877.22 : 2,205.32 : 1,996.92
1/ Less than .05 ton.
Source: Compiled from official statistics of the U.S. Department of Commerce.
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FITTINGS OF IRON OR STEEL FOR ELECTRICAL CONDULT
DIGEST NO. B106 (GSP Removal)

Background

Description and uses

The conduit fittings which are the subject of this digest are articles of
iron or steel that are coated or lined to make them suitable for use with
conduit for electrical wire and cable. The coatings that are most often
applied to the exteriors and or interiors of these fittings are zinc
(galvanizing), to improve resistance to routine corrosion, and various plastic
materials, to protect the metal in highly corrosive environments (e.qg.,
chemical plants, salt spray, etc.). According to past U.S. Custom Service
rulings, the items classified as conduit fittings under TSUSA items 688.3210
and 688.3220, include any articles that are used to join together two or more
sections éf conduit in a straight line (a.k.a. couplings), with a bend (such
as an elbow), or both (in the case of a tee). There are three basic lines of
conduit fittings, depending upon whether they are employed with rigid condulit,
electrical metallic tubing, or flexible steel tubing. Fittings for rigid
conduit come in standard and intermediate weights corresponding to the
respective gauges of this type of conduit. Due to the heavy gauge of this
conduit, fittings and conduit alike are most often threaded and various types
of fittings (ells, offsets, etc.) are employed to change the direction of the
conduit. Compression or set-screw type fittings are commonly employed with
the bendable electrical metallic tubing and flexible steel tubing.

The TSUS item number for the articles under investigation, along with
information on U.5. tariff rates, U.S. imports in 198%, and the GSP

competitive status are provided below.
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Fittings of iron or steel for electrical conduit: TSUS item number,
description, tariff rate information, U.S. imports in 1985, and the GSP
competitive status

Col. 1 rate of duty
effective during-—-—

TSUS item
No. Description 1981 1985 1987
-eeParcent ad valoramee -

Iron or steel pipes or tubes
prepared and coated or lined
in any manner suitable for use
as conduits for electrical
conductors, and iron or
steel fittings therefor: '
688 .32 Fittings....... ... ..o 9.0 6.9 5.8

U.8. imports Product pro-

in 198% duced in U.S.,

($1,000) Jan. 3, 1985
688.32 Fittings........... ... o i, 6,456 Yes.

U.5. customs treatment

Since 1981, imported fittings of iron or steel for electrical conduit from
all designated heneficiary countries have been eligible for duty-free status

under the GSP.

U.S. producers and employment

During 198185, the number of U.S. producers of fittings of iron or steel -
of all types of electrical conduit is estimated to have increased from 42 to
4%, The petitioner in the instant investigation indicates that four firms

(including themselves) currently account for the majority of U.S. production
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in the segment of the U.S. industry (couplings) in which they are involved and
that at least ¥ ¥ ¥ other manufacturers 1/ of couplings, have ceased
production since 1981. The petitioner has also stated that the level of their
production operations, but not their % X X | has been sustained as the result
of industry consolidations. Total employment in the companies which were able
to report ¥ ¥ ¥ from ¥ X ¥ persons in 1983 to ¥ X ¥ employees in 198%, or by ¥
¥ % percent; the number of production and related workers reported for these
companies ¥ ¥ ¥ from ¥ ¥ % workers in 1983 to ¥ ¥ ¥ workers in 1985, or

by % ¥ % parcent,

U.5. consumption and shipments

Apparent U.45. consumption of all types of fittings for electrical conduit
is estimated to have increased erratically from $147.7 million in 1981 to
$170.9 million in 1984, or by 16 percent, before declining by 3 percent to
$16%.9 million in 1985 (table A).

U.S. producers' shipments of fittings for electrical conduit followed the
same trend as that for consumption while rising erratically from an estimated
$160.1 million in 1981 to $192.1 million in 1984 and then declining to $190.7
million in 198%. U.S. producers' shipments of conduit couplings are estimated
to have accounted for ¥ ¥ ¥ percent, or approximately ¥ ¥ ¥ of the 1985';
total. The trend in U.5. industry shipments of fittings for electrical

conduit is closely related to the level of U.S. commercial and

1/ Many of these producers were reportedly very small shops which consequently
ware not counted in the U.S5. Department of Commerce survey for the product
grouping covering fittings (MA36K).



Dig@st'No.

B106-Con.
industrial construction activity which accounts for the bulk of U.S.
consumption of these products. This is why U.S. producers' shipments fell
substantially during 1982, a recession year, but have since recovered. The
ratio of imports to consumption for all fittings of iron or steel for
electrical conduit increased erratically from 2.4 percent in 1981 to 3.9
percent in 1984 and 198%. The estimated ratio of imports to consumption for

conduit couplings alone was approximately ¥ ¥ ¥ parcent in 1985,

U.S. exports

U.5. exports of iron or steel conduit fittings declined annually from
$35.9 million in 1981 to $27.8 million in 1984, or by 23 percent, but then
recovered by 12 percent to $31.2 million in 1985 (table B-1). Exports during
the period were nearly equally divided between threaded (47 percent) and
unthreaded fittings (53 percent) (tables B-2 and B~3). The threaded fittings
were principally exported to Canada and Saudi Arabia, although exports to the
latter market dropped dramatically during 1983-85. The two leading foreign
markets for other fittings were Mexico and Saudi Arabia, with exports to the
latter also declining sharply during 1983-85. Nearly $5.0 million in exports
of other than threaded fittings were shipped to Israel duriné the second'halfr
of 198%, but these shipments showed no evidence of sustaining themselves

during the first half of 1986.

U.5. imports

U.S. imports of iron or steel conduit fittings increased erratically from
$3.5 million in 1981 to $6.6 million in 1984, or by 88 percent, before

declining slightly to $6.5 million in 1985 (table C~1). The increase in the
4
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poundage of these imports was even more dramatic, however, as fitting entries
increased annually from nearly 2.9 million pounds in 1981 to 7.2 million
pounds in 1985, or by 152 percent. The average unit value of imports
consequently declined from $1.23 per pound in 1981 to $0.89 per pound in 1985,
or by nearly 28 percent. Approximately 40 percent of the quantity and value
of imports during 1981-85% were of threaded fittings (tables C-2 and C-3). The
majority of the imports during the period, and 63 and 73 percent of the value
and weight, respectively, of the 1985 total, were entered from France and
Korea. The value of imports from Mexico, the fhird leading source in ferms of
value in 198%, has shown a strong upward growth trend since 1983, however, the
poundage of these imports is still considerably below that of the leading
suppliers. @ost of the Mexican imports during the period were entered by U.S.
producers under TSUS item 806.30.

U.s. imports of fittings under the GSP accounted for approximately one
third of the weight and value of total imports during 198185 (table D).
Korea was by far thevleading supplier of these imports, accounting for 81
percent of the total poundage and 72 percent of the total value of GSP imports
during 1981-8%. The only other significant GSP sqppliak—was Israel, GSP
entriés from which declined from just under $1.0 million in 1981 to zéF;-in
1985,

Imports of conduit fittings from GSP beneficiary countries in 1985 are
shown in the fdllowing (in thousénds of dollars):

Percent of total

GSP_country 1985 imports imports

Korea. ......covvvun.. $1,851 29 5
MexXico.......... v, 899 14

Hong Kong............ 147 2

Taiwan. . ............. 123 o2

Other GSP............ - -

Total............ 3,020 47
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Conditions of competition in the U.S. market

Imported and domestically produced conduit fittings are sold in U.S.
markets in much the same way, either directly to large original equipment
manufacturers of conduit, or to large national or regional electrical
equipment wholesale distributors, such as the General Electric Supply Co.
While U.S. producers indicate that the quality of imported fittings is
generally ® % X% to similar types of domestic merchandise, they also suggest
- that the lower prices offered on a wide range of these fittings are
sufficiently attractive to U.5. purchasers to overcome differences in
quality. The petitioner indicates that in certain product lines, fittings
have been offered to U.3. customers at prices below the petitioner's cost of
production. As U.S. production operations are reportedly more % X ¥ than .
those of foreign producers, the price diffaerentials between U.5. and foreign
merchandise are believed to be the result of higher U.S. material and overhead
costs. Material costs often account for ¥ * ¥ parcent of the total cost of
fittings produced by the petitioner.

Position of interested parties

The petitioner, Picoma Industries, Inc. of Houston, TX., is requesting
the permanent withdrawal of GSP duty-free status with respect to TSUS item
688.32, or at the very least, the suspension of GSP eligibility on this

provision for the duration of the voluntary restraint agreements (VRA's) on
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imported steel. 1/ In its petition, Picoma indicates that it, and the other
three remaining U.S. producers of conduit "couplings," have suffered
significant losses of capacity utilization and profitability as the result of
intense price competition from and penetration of the U.S. market by imported
fittings from Korea and Taiwan. The couplings produced by Picoma are
distinguished from all other conduit fittings in that they are only designed
to effect a linear (or straight line) connection between two pieces of rigid
conduit or electrical metallic tubing. Picoma and the other three U.S.
manufacturers of these products thus represent only a portion of the total
U4, industry producing iron or steel fittings for electrical conduit.

The American Couplings Coalition (ACC), of which Picoma is a member, has
also presented writlen and oral statements, in support of the permanent
withdrawal of GSP duty-free status with respect to TSUS item 688.32, or at the
very least, the suspension of GSP eligibility on this provision for the
duration of the voluntary restraint agreements on imported steel products.
The specific fittings which the ACC wants removed from GSP eligibility are
conduit "couplings" which are designed to effect a linear (or straight line)

cannection between rigid conduit or electrical metallic tubing. The ACC is an

1/ On September 18, 1984, the President established a nine-point policy to
address the concerns of the U.5. steel industry. Under this policy, the
President directed the United States Trade Representative to negotiate VRA's
Lo cover a five-year period (from October 1, 1984 through September 30, 1989)
wilh courtries whose exports to the United States had increased significantly
in recent years due to an unfair surge in imports. The agreements have taken
the Torm of market share arrangements and quotas, or a combination thereof.
fhe agroeoments are tailored to each country, with considerable variation in
the number of individual product categories subject to limitation.
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ad hoc associabtion of which Beck Manufacturing Co. of Wayneshoro, PA.,
Wheatland Tube Co. of Collingswood, NJ., L.B. Foster Co. of Pittsburgh, PA,,

ared Picoma are mambers .
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Table A.-Fittings of iron or steel for electrical conduit: U.8. producer:’
shipments, exports of domestic merchandise, imports for consumption, and
apparent consumption, 1981-85, January-June 1985, and January-June 1985

u.s. Ratio of
producers'’ Apparent imports to
Period shipments 1/  Exports Imports consumption 1/ consumption 1/
1,000 dollars Percent
1981. ... 180,086 35,929 3,506 147,663 2.4
1982. ... 164,354 30,887 3,045 136,512 2.2
1983. ... 168,463 30,118 4,764 143,109 3.3
1984, ... 192,114 27,820 6,601 170,895 3.9
1985. ... 190,672 31,239 6,456 165,889 3.9
Jan . —-June-
1985. . 86,000 13,957 4,140 76,183 5.4
1986. . 82,000 11,152 3,315 74,163 .5

1/ Estimated by the staff of the U.5. International Trade Commission.

Source: Compiled from official statistics of the U.S. Department of Commerce,
except as noted.

12
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Table D.—Fittings of iron or steel for electrical conduit:
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U.S. imports for consumption

under the GSP, by principal GSP source, 1981-85, and January-June 1986

: January-June

Source 1981 . 1982 1983 1984 . 1985 1986
Quantity (pounds)

Korea : 469,731 :1,231,606 21,196,091 . 1,829,436 : 2,132,015 : 1,252,879
Taiwan 185 : 36,405 : 111,370 : 73,899 : 65,980 : 278,188
Israel 678,388 222,105 : 185,797 : 93,607 : - -
Hong Kong—— S 787 13,835 : - 70,785 : 1,020 : -
Mexico - - 53,285 : - - -
All other e 3 - - A52 : - -

Total ———mmres :1,149,091 :1,503,951 :1,546,992 : 2,067,968 : 2,199,015 : 1,531,067

: Value (1,000 dollars)

Korea 343 721 959 1,873 ¢ 1,835 : 994
Taiwan 1 24 129 : 98 105 336
Israel 947 348 292 : 150 : - -
Hong Kong-—— 9 : 55 : - 60 : 6 : -
Mexico - - a4 - - -
All other e : - 1 - - -

Total e 1,300 : 1,148 : 1,425 . 2,181 : 1,946 1,330

Unit value (Dollars per pound)

Korea 0.73 : 0.59 : 0.80 : 1.02 : 0.86 0.79
Taiwan 5.95 : .66 1.16 : 1.33 1.60 1.21
Israel 1.39 : 1.57 : 1.57 : 1.60 : - -
Hong Kong e 11.12 : 3.95 : - .85 : 5.9% -
Mexico - - .83 - - -
All other — - - 2.48 - - -

Average————————| 1.13 : .76 .92 1.05 : .89 .87
Source: Compiled from official statistics of the U.S. Department of Commerce.

Note.—This table contains actual GSP imports only (i.e., "CSC 4" trade data).
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CERTAIN WRITING PAPER

DIGEST NO. C101






CERTAIN WRITING PAPER
DIGEST NO. C101 (GSP Graduation)

Background

The papers covered in this digest are uncoated writing papers, weighing
ovar 18 pounds per ream. 1/ The industry definition of a writing paper véraus
a printing paper is somewhat indistinct, whereas in the TSUS the definition of
a writing paper is exclusive of the definition of a printing paper. Entering
under TSUS item 252.75% is paper in rolls or paper in sheets that is cut to no
less than 1% inches in any rectangular direction. Most bond papers are
available in rolls or sheets. Some of the types of paper entering here include
typoewriter paper, computer bond, tablet paper, letter paper, onionskin paper,
register bond, school drawing paper and other assorted uncoated grades of
paper.

Certain writing paper: TSUS item number, description, tariff rate
information, U.5. imports in 198%, and the GSP competitive status

Col. 1 rate of duty

effective during-— 1/
THUSA item
No . Description 1981 1985 1987
252.7% Writing paper weighing over 5. 1% 3.3% 2.4%

18 pounds per ream.

U.5. imports Product pro-

in 198% duced in U.S§.
($1,000) Jan. 3, 1985
252.7% Writing paper weighing over 72,701 Yes.

18 pounds per ream.

1/ Imports under TSUS item No. 252.7% from certain countries and under certain
conditions are free of duty. Those from countries designated as heneficiary

Proferences established pursuant to the Trade Act of 1974, and those from
Israel may enter free of duty pursuant to the United States-Israel Free Trade
Arca Implementation Act of 1985. Also those imports from countries designaled
as beneficiary countries under the Caribbean Basin Economic Recovery Act may
enter duty free under that Act.

imports under item 252.7% may be eligible for entry at 2.4 percent ad valorem
under the Trade Agreements Act of 1979 if from countries designated as least
developed developing countries. : 1

1/ The TSUS definition of a ream is 432,000 square inches.
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U.5. customs treatment

Since the inception of the GSP almost all imports from Brazil and Mexico
classifiod under TSUS item 252.75% have received the duty-free treatment.
Imports from Brazil started entering under the GSP provision in 1979, however,
prior to 1984, total imports from Brazil never exceeded $2 million in any one
year. No U.S. imports from Mexico were classified under this TSUS item until
1983. Since 1983, about 98 percent of all imports classified under TSUS item

25%2.7%, from Brazil and Mexico, received duty-free treatment.

U.5. producers and employment

There are about 50 U.5. producers, operating some 60 plants, that
manufacture all grades of uncoated printing/writing paper. Most of the plants
are located in the Northeastern and North Central States. The majority of the
producers are large paper companies that also manufacture other grades of
paper. Employment for printing/writing paper producers is estimated to range

hatween 30,000 and 50,000.

U.%. consumption and production

During 1981--8%, cdnsumption of the uncoated writing papers covered here
is estimated to have ranged between $1.2 billion and $1.4 billion per year and
production is estimated to have ranged between $1.2 billion and $1.3 billion
per year. Tmports classified under TSUS item 252.75, on a value basis,
representoed about 6 percent of U.S. apparent consumption in 1985. During
1981--8%, GSP imports represented a high of 3 pefcent (in 1984) of domestic
consumption (total imports represented 8 percent of domestic consumption in

1984). Total imports should represent between 5 and 10 percent of domestic
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consumption during the next % years and demand for uncoated printing/writing

paper should continue to be strong for the next 5-10 years.

U.S. exports

U.S. exports during 1981-85 declined from $48.9 million in 1981 to $26.2
million in 1985. U.5. exports tend to be the higher grades of uncoated
writing paper. Canada accounted for about 40 percent of U.5. exports during
1981-85 and the remaining 60 percent of U.S. exports went to numerous other
markets. There were essentially no U.5. exports to Brazil; exports to Mexico

declined sharply from $9.9 million in 1981 to $1.5 million in 1985.

U.S. imports

According to the definition in the TSUS, imports classified under item
252.72 are papers in rolls exceeding 6 inches in width or rectangular sheets
of paper exceeding 1% inches in either length or width. The petitioner (in
favor of graduating GSP treatment for Brazil and Mexico) received a letter
from New York Seaport Customs on October 19, 1984 stating that the samples of
filler and typing paper sumbitted (sizes were: 10 1/2" by 8"; 11" by 8 1/2";
and 9 1/2" by 6") were classified under TSUS item 251.75.

The headnote definitions in the TSUS and a hasty and crude analysis of
custom's entry forms (Customs Form 7501) for>various TSUS item numbers seem to
suggest that cut to size (1es; than 15 inches in either length or width)
uncoated writing paper is classified under TSUS item number 2%6.20 ("cut to
size writing paper and correspondence cards weighing over 18 pounds per ream").
Imports under this TSUS item number are also entitled to GSP treatment (the
1987 MFN rate of duty will be 3.2 percent ad valorem). In 1985, imports

classified under TSUS 256.20 totaled $15.3 million. During that year imgorts
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from Brazil amounted to $3.3 million (almost all imports from Brazil recaiveé
GSP treatment) and imports from Mexico amounted to less than $5,000.

U.s. imports classified under TSUS item 252.7% the TSUS number cited in
the petition and the TSUS number analyzed in this digest, increased
dramatically from $4.7 million (0.4 percent of apparent consumption) in 1981
to $110.3 million (7.9 percent of apparent consumption) in 1984, but then
declined to $72.7 million (5.6 percent of apparent consumption) in 1985,
Canada was the leading supplier of imports classified under TSUS item 252.75%,
“accounting for slightly more than two-thirds of all imports during 1981-86.
Almost all GSP imports entered from Brazil and Mexico. Prior to 1983, GSP
imports were insignificant; in 1983, GSP imports amounted to $6.9 million and
then increased to $48.2 million in 1984 before dropping to $9.3 million in
1985 (table D).

Imports of certain writing papers from GSP beneficiary countries in 1985
are shown in the following tabulation (in thousands of dollars):

Percent of total

GSP country ' 1985 imports imports
Brazil....................... $4,940 7
Mexico. ... ..o 4,557 6
Argentina. ................... 37 1/
Chile......... .. i, 12 _— 1/

Total . ................... 9,546 13

1/ Less than 0.5 percent.

Conditions of competition in the U.S5. market

Price is by far the primary factor in a purchasing decision concerning
printing/writing papers. Product quality, brand loyalty, and marketing

effectiveness are minor factors that enter into a purchasing decision.
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Lmported products from Brazil and Mexico are sometimes sold below the price
offered by domestic producers. There is usually little or no quality
difference between an imported product and a domestic product. Neither the
imported product nor the domestic product has a clear advantage in any of the

nonprice factors.

Position of interested parties

The petition was filed on behalf of the Stationery International Trade
Committee (SITC) which claims to represent more than one-half of all U.S.
producers of converted paper-related school and office supplies. The
petitioner requests that TSUS item 252.75 (which they believed was cut to size
typing paper) and six other TSUS items (filler paper, wirebound notebooks,
composition books and memorandum pads) be withdrawn from G5P eligibility for
Brazil and Mexico. The petitioner, in their post-hearing brief, stated that
they do not request GSP graduation for uncut or unconverted paper.

In opposition to the petition, from Brazil, were four Brazilian trading
companies. They claim that the typing paper described by the petitioner
cannot legally be classified under TSUS item 252.7% and consequently the
petition for THUS item 252.75 should be denied. ;

In opposition to the petition, from Mexico, were two relatively large
Mexican paper companies. They claim Mexican imports of typing paper represent
an insignificant portion of U.%. consumption; Mexican production is primarily
oriented to the Mexican market; and Mexican technology (or lack thereof) makes

Mexico uncompetitive in the world market.
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Table A.—Certain writing paper: U.S. production, imports for consumption, -
exports of domestic merchandise, and apparent consumption, 1981-85, and
January-June 1985 and 1986

Apparent Ratio of imports to
Year Production 1/ Exports Imports consumption 1/ consumption 1/ 2/

Quantity (1,000 pounds)

1981..... 3,200,000 90,782 16,820 3,100,000 1
1982..... 3,100,000 52,467 40,517 3,100,000 1
1983..... 3,500,000 38,018 149,298 3,600,000 4
1984, .. .. 3,700,000 36,472 405,383 4,100,000 10
1985..... 3,900,000 45,689 291,450 4,100,000 7
Jan.-June—
1985. .. 4/ 25,675 139,682 4/ 4/
1986. .. 4/ 20,467 183,295 4/ 4/
Value (1,000 dollars)
1981..... 1,200,000 - 48,881 4,729 1,200,000 3/
1982..... 1,100,000 30,303 12,096 1,100,000 1
1983..... 1,200,000 25,665 38,298 1,200,000 3
1984..... 1,300,000 26,345 110,275 1,400,000 8
1985..... 1,300,000 26,207 72,701 1,300,000 6
Jan.-June—
1985. .. 4/ 13,838 36,152 4/ 4/
1986. .. 4/ 13,249 43,797 4/ 4/

1/ Estimated by the staff of the U.S. International Trade Commission.

2/ Because of rounding figures may not add to totals.

3/ Less than 0.5 percent.

4/ Not available.

Source: Compiled form official statistics of the U.S. Department of Commerce,
except as noted. )
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Table D.—Certain writing papers:
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U.S. imports for consumption under
the GSP, by principal GSP source, 1981-85, and January-June 1986

: January-June

Source 1981 1982 1983 1984 1985 1986
Quantity (1,000 pounds)
Brazil 5 : 0 : 9,545 : 111,874 20,909 : 10,923
Mexico— 0 : 0 : 17,459 : 73,570 : 16,210 : 16,844
All other GSP 0 : 1 135 725 248 216
GSP total 5 : 1 27,139 : 186,169 37,367 : 27,983
All other 16,815 : 40,516 122,159 : 219,214 254,083 : 155,312
Total 16,820 40,517 149,298 : 405,383 291,450 : 183,295
Value (1,000 dollars)
Brazil 2 : o : 2,007 : 27,179 : 4,732 : 2,403
Mexico 0 : 0 : 4,827 20,856 : 4,557 4,254
All other GSP 0 : 2 40 : 200 : 49 62
GSP total 2 2 6,874 48,235 9,338 6,719
All other: 4,727 : 12,094 31,424 62,040 : 63,363 : 37,078
Total 4,729 12,096 38,298 : 110,275 : 72,701 : 43,797
Unit value (per 1,000 pounds)

Brazil 318.20 : - 210.26 242.94 226.31 219.99
Mexico: - - 276.48 283.49 281.12 : 252.55
All other GSP - 229.00 : 296.30 : 275.86 197.58 : 287.04
GSP average 318.20 : 229.00 : 253.29 259.09 249.90 : 240.11
All other average 281.15 : 298.54 257.24 : 283.01 249 .38 : 238.73
Grand average 281.18 : 298.53 256.52 272.03 249 .45 - 238.94

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

Note.—This table contains actual GSP imports only (i.e., “"CSC 4" trade data).

11



12



MISCELLANEOUS ARTICLES OF PAPCR

DIGEST NO. C102






MISCELLANEOQUS ARTICLES OF PAPER
DIGEST NO. €102 (GSP Graduation)

Background

Description and uses

The specific products included in this report are memorandum pads and
looseleaf filler paper; and paper paint strainers.

Memorandum pads come in a variety of sizes, and may be gummed, perforated
or non-perforated, stapled, covered or not covered, scratch, sketch, drawing,
writing, filler, and usually contain white, yéllnw, or other colored paper.
Pads are sold in a wide variety of sheet counts. Looseleaf filler paper
sheats are usually horizontally lined on each side with a vertical red margin
line 1-1/4 inches from the left edge. The sheets generally are punched with
three or five holes so that they can be accommodated in a three-ring looseleaf
binder. They are sold in various sizes and in packages of 100, 150, 200 or
300 sheets. Paint strainers made of paper are conical in shape, with the open
end generally made of cup stock paper and the small end containing several
perforations covered by cotton gauze. These strainers are used primarily by
auto body shops to remove lumps and thoroughly mix paint before it is placed
in spray guns.

The TSUS item numbers fér the articles under investigation are provided
below along with information on U.S. tariff rates, U.S. imports in 1985, and

GSP competitive status.
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Miscellaneous Articles of Paper: 7TSUS item number, description, tariff rate .
information, U.S. imports in

1985 and the GSP competitive status

5US item

Col. 1 rate of duty
effective during--

No. Description 1981 1985 1987
256.9044 Looseleaf filler paper......... 1/ 1/ 5.3% ad
val.
256 .9052 Memorandum pads................ 2/ 2/ 5.3% ad
val.
256.9080 (pt.) Paint strainers................ 7.7% ad 6.1% ad 5.3% ad
val, val, val,
U.%. imports Product pro-
in 1985 duced in U.5.,
($1,000) Jan. 3, 1985
2%6.9044 l.ooseleaf filler paper......... 3/ Yes.
256.9052 Memorandum pads. ............... 4/ Yes.
256.9080 (pt.) Paint strainers................ 5/ Yes,
1/ Prior to January 1, 1986, looseleaf filler paper was classified under TSUS
256.9080
2/ Prior to January 1, 1986, memorandum pads were classified under TSUS
2%6.9040.
3/ Prior to January 1, 1986, imports of looseleaf filler paper was an unknown

. share of
4/ Prior

of TGUS 2

TSUS 256.9080.
to January 1, 1986,
56.9040.

imports of memorandum pads were an unknown share

5/ Paint strainers in 1985 are estimated at less than 5 percent of imports

under TSU

U.4. cust

S 256.9080.

om treatment

Looseleaf filler paper and memorandum pads.—-GSP statistics prior to 1986

on looseleaf filler paper and memorandum pads are not available since these

paper were classified under basket categories: TSUS 256.9080, articles of

paper etc., n.s.p.f., and TSUS 256.9040, respectively. Beginning on

January 1, 1986 looseleaf filler paper was classified under TSUS 256.9044,
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Through June of 1986 approximately three-—quarter of item 256.9044 imports
entered the United States duty free, under QSP, primarily from Mexico and
Brazil. Memorandum pads since January 1, 1986 are classified under TSUS
256.9052. Through June of 1986 approximately eighty percent of item 256.9052
imports entered the United States duty-free under GSP, primarily from Taiwan,
Mexico, and Hong Kong.

Paint strainers.—GSP statistics on paint strainers are not available

from official sources since these paper type strainers are classified in a
basket category; TSUS 2%6.9080, articles of paper etc., n.s.p.f. However
based on information gathered from the petition, and an ongoing Commission
investigation on paint strainers from Brazil 1/ it is believed that the bulk
of imports under TSUS 256.9080 from Brazil are paint strainers. Based on
these estimates, virtually all known imports of paint strainers have entered

free of duty and are currently duty free.

U.S5. producers and employment

lLooseleaf filler paper and memorandum pads.-—There are an estimated 72

establishments with some 7,800 employees that produce looseleaf filler paper,
pads and related products. Memorandum pad and looseleaf filler paper
production is believed to account for the bulk of these establishments'

products.

1/ On July 15, 1986 the U.5.1.T.C. instituted investigations Nos. 701-TA--280
(Prelim.) and 731-TA-337 (Prelim.) on certain paint filters and strainers from
Brazil. The Commission notified the Dept. of Commerce August 29 that there
was a reasonable indication of material injury to the domestic industry.
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Paint strainers.-There are only two U.S5. producers of these paper type

strainers. Employment is estimated at ¥ % ¥,

U.5. consumption and production

Looseleaf filler paper and memorandum pads.-—-U.S. production (shipments)

of looseleaf filler paper and memorandum pads is estimated at about ¥ ¥ ¥
million in 1985, up from ¥ ¥ ¥ million in 1981. U.S. consumption is supplied
primarily by domestic production, with imports and exports currently close to
the same level. Imports as a share of consumption remained at between 1 and 2
percent of consumption during the period 1981--85.

Paint strainers.—U.5. production was valued at about * ¥ ¥ million in

1985 down about * ¥ % parcent from 1983, the earliest year of production
statistics available. U.S. consumption is also valued at somewhat more than

* % % million up about ¥ ¥ X percent from 1983. Imports as a share of
consumption increased from ¥ ¥ ¥ percent in 1983 to ¥ ¥ ¥ percent in 198%. In

Jan-June 1986, the share was ¥ % % percent.

U.5. exports

Looseleaf filler paper and memorandum pads.-—U.S. eiporté reached almost
* X % million in 1985, up from almost ¥ ¥ % million in 1981, kprincipal expéri
markets in 1985, were Canada, Mexico, Australia; and the Federal Republic of
Germany. Exports accounted for ébout 2 percent of production in 1985,

Paint strainers.—U.5. exports were estimated at somewhat more than

¥ ¥ % million in 1985, This was about the same level as in 1983, the first

year of statistical data supplied.
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U.5. imports

Looseleaf filler paper and memorandum pads.- Imports increased belween

1981 and 198%, reaching a high of about * % ¥ million in 1985, up from about
¥ ¥ X million in 1981, The principal sources of imporis were Taiwan, Japan,
and Canada. GSP imports increased dramatically from one-fifth of all imports
in 1981 to roughly one-half in 198%. The leading suppliers were Taiwan,
Brazil, Hong Kong, Mexico, and Korcva.

Imports of looseleaf filler paper and memorandum pads from GSP
beneficiary countries in 1985 are shown in the following tabulation (in
thousands of dollars):

Percent of

GSP country 1985 imports total imports
Taiwan. ... ... . KKK 2

Brazil. ... ... ... ... . . ... YRR
Hong Kong. ... ... ... KHX
Mexico

......................

x
X
x
v = » 0 O =

Total .. ... ... ... ..... *HK wﬁ9

Paint strainers.-—U.§. imports are supplied by one foreign producer.
Imports in 1985 were ¥ ¥ ¥ yalued at an estimated % X ¥, up from ¥ ¥ % yalued
at an estimated ¥ % ¥ in 1983, the first year of import data supplied. The
petitioner states that all imports from Brazil, the only source of importis,
receive GSP duty-free tréatment. Statistical data show that 96 percent of

256.9080 imports from Brazil entered under GSP in 1985,
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Looseleaf filler paper and memorandum pads.--The increased imports of

thase items, as alleged by the petitioner, have forced U.85. producers to
minimize necessary price increases in order to avoid. losing greater sales to
low-priced imports. The imported items are similar to the domestic product
and most foreign producers enjoy labor cost advantages. These advantages,
togauther with GSP duty free treatment, give price advantages to GSP eligible
countries such as Brazil and Mexico when entering the U.5. market. Imports of
these itoms as a share of domestic consumption prior to 1986 when dala on
these items were not directly comparable were estimated at about 1 percaﬁt of
apparent consumption. Tt is estimated that imports to consumption in 1986,
with directly comparabla data will be less tﬁan 1 percent. Dcmestié market
growth is estimated at about 2 percent annually over the next 5 years.

Paint strainers.--The domestic firms in the United States continue to be

competitive by producing generic type lower cost paint strainers that are
competitive with the imported product. However, Brazilian imports have
increased rapidly. The petitioner alleges that GSP duty-free treatment for
Brazil has caused price competition that, at least in Oné instance, caused a
U.5. producing firm to stop making paint strainers (used in their production
of other consumer products) and to import the lower priced strainers from
Brazil. The petitioner also alleées that subsidies, and non-adherence to
correct customs classification has led to further unfair advantage. The U.S.
and foreign papoer products are virtually identical and price is the leading
competitive factor. JTmports as a share of consumplion have increased from

about ¥ ¥ ¥ porcent in 1981 to % X X percent in 1986.
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Loosaleaf filler paper and memorandum pads.-—The petitioner is the

Slationery International Trade Committee (SLTC) an association comprised of

7 U.S. companies which manufacture converted paper-related school and office
supplies. The potition is to withdraw duty-free treatment under GSP from
Brazil and Mexico. Spokesman at the Commission hearings was John C. McCurrah,
President of Mead Producls.

In opposition to the removal of GSP from Mexico on these products are
Kimberly Clark de Mexico and San Cristobol, two foreign producers QF these
products located in Mexico, and represented at the Commission hearings by
Brownstein, Zeidman and Schomer, Counsel.

In opposition to the removal of GSP from Brazil on these products are a
group of Brazilian producers represented by Klaymen and Gurley, counsel at the
Commission hearings.

Paint strainers.--The petitioner is the Louis M. Gerson Company, the

leading domestic producer of paper type paint strainers. The petition is to
remove GSP eligibility for paint strainers manufactured in Brazil. Mr. Gerson
prasented testimony at the Commission hearings.

In opposition to the removal of GSP from Brazil on paint strainers is:the
sole Brazilian producer, Celupa, represented by Klayman and Gurley, counsel at

the Commission hearings.
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Table A.--Miscellaneous articles of paper: U.S. shipments, exports of domestic

merchandise, imports for consumption, and apparent consumption, 1981-8%, and
January-June 1985 and 1986

Ratio (percent)

Apparent of imports to
Year Shipments Exports 1/ TImports consumption 1/ consumption
- Million dollars : ~ Percent

1981..... 440.0 8.8 3.6 434 .8 0.8
1982..... 465 .0 9.8 3.1 458 .3 0.7
1983..... 510.0 10.1 3.9 503.8 0.8
1984, .. .. 535.0 9.2 6.5 532.3 1.2
1985..... 5$50.0 11.9 8.7 546.8 1.6
Jan.-June-

1985, .. 2/ 5.7 3.3 2/ 2/

1986. .. 2/ 5.6 6.7 2/ 2/

i/ Exports include notebooks, and diaries, but exclude an unknown share of
looseleaf filler paper under Schedule B, number 256.7190.
2/ Not available.

Source: Shipments, exports, and imports estimated by the staff of the
U.S.I.T.C. based on statistics of the U.S5. Department of Commerce and other
industry sources.

12
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Table C-2.,--Paint stainers from Brazil: U.S5. imports for consumption,
198185, January-June 1985, and January-June 1986

Year : Quantity Value 1/
Million Units 1,000 dollars
198 . o 2/ 2/
1982, .o 2/ 2/
1983 . . ... KKK XXX
1984, . ... .. . XAR XXX
1985 . . KK ARK
Jan.-June -
1985 . e LRt XXX
1986, . ... . .. ... V.. XXX XXX

1/ Estimated by the staff of the U.5. International Trade Commission,
2/ Not available.

Source: Investigation Nos. 701-TA--280 (Prelim.) and 731-TA-337 (Prelim.),
Certain Paint Filters and Strainers from Brazil.

15
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Table D.—Miscellaneous articles of paper: U.S. imports for consumption
under the GSP, by principal GSP source, 1981-85, and January-June 1986

: : H . : : : January—June
Source . 1981 . 1982 . 1983 . 1984 . 1985 ) 1986

Value (1,000 dollars)

Taiwan : 254 436 : 435 977 1,568 : 2,762
Brazil : 30 : 111 : 310 1,172 1,599 : 1,068
Hong Kong—m8 ———— 300 : 339 353 777 . 589 : 313
Mexico : 45 45 78 : 48 324 665
Korea : 77 81 : 96 : 115 103 : 99
All other—m———: 29 : 39 : 49 200 : 412 160

Total/—m———————: 735 : 1,051 : 1,321 : 3,289 4,595 5,067

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

“Note.—This table contains actual GSP imports only (i.e., "CSC 4" trade data).
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ACETYLSALICYLIC ACID (ASPIRIN)
DIGEST NO. C103 (GSP Graduation)

Background

Description and uses

Acetylsalicyiic acid (aspirin) is a non-steroidal anti-inflammatory,
analgesic, and antipyretié agent. It is used extensively in the treatment of
mild to moderate pain, fever, and inflammatory diseases such as rheumatoid
arthritis, juveniie arthritis, and osteoarthritis. The Food and Drug
Administration (FDA) has recommended that aspirin be approved for the use of
reducing the risk of strokes in males with recurrent transient ischemic
attacks. Recently, the FDA's committee on cardiovascular and renal drugs has
allowed drug firms to promote the use of aspirin to reduce the chance of a
second heart éftack. The promotional information is to appear with a
statement indicating that the use of aspirin entails the risk of side effects
such as Qastrointestinal irritation. Aspirin's therapeutic effects appear to
be derived primarily from its inhibition of prostaglandin synthesis.

Aspirin is manufactured by the acetylation of salicylic acid with acetic
anhydride. It occurs as white crystals or as a white crystalline powder.
Commercially, aspirin is available in capsules, tablets, chewing gum, and
suppositories. It is also available in buffered form, as well as in a variety
of combinations with other products such as acetaminophen, caffeine, opiates, -
salicylamide, and/or other agents. -

The TSUS item number for the article under investigation is providéd;-
below along with information on U.5. tariff rates, U.S. imports in 1985, and

the GSP competitive status.
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Acetylsalicylic acid (aspirin): TSUS item number, description, tariff rate
information, U.S. imports in 1985, and the GSP competitive status

Col. 1 rate of duty
effective during-—

TSUS item
No. Description 1981 1985 1987
P @ CRANT ad va lorem.."..‘....“.,.—,..

Products suitable for medicinal
use, and drugs:

Obtained, derived, or manu-
factured in whole or in
part from any product
provided for in subpart
A or B of this part:

Drugs: :
410.72 Acetylsalicylic acid 21.8% 14.1% 10.2%
(aspirin)................ v
U.S. imports Product pro-
in 198% duced in U.S.,
($1,000) Jan. 3, 1985
Products suitable for medicinal
use, and drugs:
Obtained, derived, or manu-
factured in whole or in
part from any product
provided for in subpart
A or B of this part:
Drugs:
410.72 Acetylsalicylic acid 5,737 Yes.
(aspirin).............. ..

U.S5. customs treatment

Currently, aspirin is classified in TSUS item 410.72 with a column 1 rate
of duty of 12.1 percent ad valorem. As of January 1, 1987, the column 1 rate

will be 10.2 percent ad valorem. The column 2 rate of duty is 7 cents per

pound plus 82 percent ad valorem. The duty rate applicable to products of
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least developed developing countries (LDDC's) is 10.2 percent ad valorem. 1/
Prior to the Trade Agreements Act of 1979, aspirin was classified in TSUS item
407.25% with a column 1 rate of duty of 1.7 cents per pound plus 22.7 percent
ad valorem. Effective July 1, 1980, TSUS item 410.72 was established, with
staged reductions in the column 1 duty rate, by Proclamation 4768 of June 28,
1980 (45 F.R. 45135%) following the Tokyo Round of the Multilateral Trade
Negotiations (MTN).

Imports of aspirin under item 410.72 are eligible for duty-free treatment
under the GSP and the Caribbean Basin Economic Recovery Act (CBERA). 2/ Item
410.72 has been eligible for GSP treatment since the implementation of the
program. No GS5P-beneficiary countries are currently, or have been in the
past, excluded from duty-free entry of this product into the United States.

U.S. imports of aspirin from Israel would enter under a staged concessionary

1/ Preferential rates of duty in the Special column of the TSUS followed by
the code "D" reflect the full U.S. MTN concession rates implemented without
staging for particular products of least developed developing countries :
(LDDC's) enumerated in general headnote 3(e)(vi) of the TSUS. Where no rate
of duty is provided for LDDC's in the Special column for a particular tariff
item, the rate of duty in column 1 applies.

2/ The CBERA affords nonreciprocal tariff preferences to developing countries
in the Caribbean Basin area to aid their economic development and to diversify
and expand their production and exports. The CBERA, enacted in title II of
Public Law 98-67 and implemented by Presidential Proclamation 5133 of November
30, 1983, applies to merchandise entered, or withdrawn from warehouse for
consumption, on or after January 1, 1984; it is scheduled to remain in effect
until September 30, 1995. It provides duty-free entry to eligible articles
imported directly from designated Basin countries.
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rate applicable under the United States-Israel Free Trade ﬂrea‘Implementationv'
Act of 1985, as indicated in the Special rates of dhty column. 1/
The Commission staff was informed that during the recent GSP hearings at
USTR a question arose as to whether any country (or countries) other than the
United States accords Turkey preferential treatment for its aspirin exports.:
The qqestion specifically concerned the member countries of the European
Community (EC). Counsel on behalf of Monsanto made a statement to the effect
that he did not believe that the EC granted duty-free entry to Turkish
aspirin. A subsequent inquiry by the staff to an: Information Specialist with
the European Community Information Service‘determined that Turkish‘exports of

this product are allowed to enter member countries duty-free under a provision

other than their GSP.

U.S. producers and employment

According to Commission records, four firms produce aspirin in the United
States. They are Dow Chemical Co., Monsanto Co., Norwich Eaton Pharmaceutical
Inc., and Sterling Drug Inc. Dow Chemical and Monsanto manufactured
approximately % ¥ % percent of total domestic production in 1985. Sterling
Drug, according to industry sources, is the only fir&.that does not make
merchant sales of aspirin. The‘firm‘s production is totally inténded for

captive consumption.

1/ Preferential rates of duty in the Special column of the TSUS followed by
the code "I" reflect the rates of duty applicable to products of Israel under
the United States-Israel Free Trade Area Implementation Act of 1985, as
provided in general headnote 3(e)(viii) of the TSUS. Where no rate of duty is
provided for products of Israel in the Special column for a particular tariff
item, the rate of duty in column 1 applies.
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In 1984, total domestic nameplate capacity for the production of aspirin
totaled 44.4 million pounds per year. Monsanto and Dow each accounted for 45
and 27 perceht of the total, or 20 million pounds and 12 million pounds,
respectively. SGterling and Norwich Eaton together made up the remaining 28
percent, or 12.4 million pounds. Overall capacity utilization in 1985 was
estimated by industry sources to be 50-60 percent, compared with 70-80 percent
in 1984. 1/ * % *, Dow.has recently completed the construction of
replacement capacity of 12 millioﬁ pounds. According to industry sources, the
state—of-art facility, which was scheduled to open in January 1986, has just
begun commercial operation. No other new capacity has been brought onstream
in the last five years.‘ | |

According to a submission on Monsaﬁto's behalf, 2/ there are currently
approximately 140 workers p;oducing aspirin in the United States, compared
with 170 in 1985 and 180 in 1984. Employment‘in 1983 was estimated at 200

workers. ¥ %X ¥,

1/ Written submission to the Trade Policy Staff Committee Office of the United
States Trade Representatives, from Stewart and Stewart, special counsel for
Monsanto.

2/ Written submission from Stewart and Stewart, op. cit.
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U.S. consumption and production

Produétion‘decreased erraéically, in terms of quantity, during 1981f85
from é9.7 million pounds to * *‘* millign pounds, or by ¥ ¥ % percent. 1In
terms of value,”during 1981-85, production decreased from $* ¥ ¥ million to $%*
*x ¥ million; or Ey * X ¥ percéné (table é). U.S. apparent consumption |
increaséd in quantity during 1981-85%5, from 28.7 million pouﬁds to % % X%
millioﬁ pounds, or Ey x* % % pércent, but decreased in value, from $¥* % %
million to $% % % million, or bj * % % percent (table é).‘

Thevmarkét for aspirin is considered t§ bethature and, as such, démand
for théyprodhct is priﬁarily affected by.the emergence of new applications.
and/or an inéreaée in the size of the conéuming population. In January 1984,
an industry journal estimated that the market would grow by about 1 percent
annually through 1988. It stated that "Despite its low growth rate, it is
practically recession-proof." 1/ .Currently, the newest applications are in
- the prevention of heart attacks and strokes. The increase in demand that

should be associated with these applications has been offset to a large degree

1/ Chemical Marketing Reporter, "Chemical Profile," January 9, 1984.
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by concern over the possible link between aspirin and the occurrence of Reyes
Syndrome, a children's disease that is often fatal.' Potential applicatiéﬁs
that could increase demand for aspirin are in the treatment of AIDS and
diabetes. Demand for aspirin is also affected by the emergence of new
products/applications fof acet&minophen and ibuprofen, which cén be

substituted for aspirin in certain applications.

U.S. exports

Although exports of aspirin increased in quantity during 198185 by 12
percent from 2.7 million pounds to 3.0 million pounds, they decreased
erratically in value by‘2 percent to $4.7 million from $4.8 million
(table B). The unit price of the exports decreased from $1.82 per pound in
1981 to $1.58 per pound in 1985, reaching a high of $1.88 per pound in 1982
(table B).

The value of aﬁpirin exports decreased by 22 percent in 1982 to $3.8
million and remained at that level in 1983. The value increased to $4.8
million in 1984 before decreasing by 2 percent to $4.7 million in 1985,

The principal export markets for domestically produced aspirin in 1985
were Thailand and Canada, accounting for 47 percent énd 30 percent of tqtai
exports. This is a reversal of the trend during 1981-84. The next largest -
markets were Liberia, Ireland, Japan, Paraguay, Venezuela, and the United

Kingdom, accounting for a total of 14 percent.
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U.S. imports

U.S. imports of aspirin from all sources increased steadily during
198185, fr;m 1.7 millibn pounds in 1981, valued at $1.6 millipn, to 4.3
million pounds in 1985, valued at $5.7 million (table C). The percentage
increase in quantity during this period was 156 percent, while the value
increased by 256 percent. The unit value of these imports increased by 39
percent, from $0.97 per pound in 1981 to $1.35 per pound in 1985, reaching a
high of $1.57 per pound in 1983. The unit value of imports from Turkey in
1985 was $1.14.

The primary sources of aspirin imports in 1985, in terms of value, were
West Germany (38 percent), France (22 percent), and Turkey (20 percent).
Approximately 95 percent of the imports from Turkey entered the United States
duty free. Imports from Spain and Turkey have experienced the largest
.increases in their respective percentages of total imports during 1984-85 and
during the first six months of 1986, compared with the corresponding period in
1985. Imports from Spain increased their share of total imports by 8 percent
in these periods, while imports from Turkey gained 15 percent. In
January—June 1986, Turkish imports accounted for 33 Eercent of the total,
compared with 17 percent in January-June 1985,

Turkey and Romania were the major GSP sources of these products in 1985,
accounting for 76 percent and 11 percent of total GSP imports, respectively.
Imports from GSP sources declined from 1981 to 1982, and then increased
steadily during 1982-85 to $1.4 million, or 25 percent of total imports

(table D). Industry sources attributed the increase during 1982-85% to the
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strength of the U.S. dollar, the countries' efforts to obtain foreign
currency, and a shift from traditional export markets. Although'all three are
applicable fo Turkey, the latter reason is more valid for Turkey than other
GSP countries. Markets for which Turkey was traditionally the main supplier
have allegedly been looking to other sources, including the United States.
According to an industry source, Atabay is said to have increased its
production capacity. According to a representative of Atabay, "Atabay has not
macde any new investments and/or expansion plans for aspirin at this time." 1/
At least one of the Turkish manufacturers is said to have "state-of-the-art
facilities."

Imports of aspirin from GSP beneficiary countries in 1985 are shown in

the following tabulation (in thousands of dollars):

Percent of total

GSP_country : 1985 imports imports

Turkey................. 1,085 1/ 19

Romania........ovvvunn. 168 3

Yugoslavia............. 89 2

Ecuador................ : 76 1

Dominican Republic..... 3 - 2/
Total....... e - 1,421

1/ Total U.S. imports of aspirin from Turkey in 1985 totaled $1.4 million.
2/ Less than 1 percent. - -

1/ Written submission to the International Trade Commission by Mr. Gene Anders,
on behalf of Atabay Kimya Sanayi ve Ticaret A.S.
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Conditions of competition in the U.S5. market

In the past few years, imports of aspirin from Turkey have become very
competitive with U.S.—produced aspirin in the domestic market. There are
three major producers of aspirin in Turkey with an estimated employment of
¥ % ¥, Production of aspirin in Turkey is estimated to amount to % % %
million pounds. Bayer, a subsidiary of a foreign—based multinational, is said -
to manufacture about ¥ ¥ ¥ parcent of domestic Turkish production and to
mainly sell to the approximately 2.2 million pound Turkish market. The second
largest firm, Atabay Kimya Sanayi, a domestic firm,:is said to supply the’
remainder of Turkish demand and to export the balance of its production.
ﬁccording to a company‘répresentative, Atabay's production, accounts for ahout
¥ % % percent of total annual Turkish production. Their capacity, about % % %
million pounds, was said to be incompletely utilized. 1/ According to the
representative, apprbximately * ox % pouﬁds of Atabay's production cap&city,

.or ¥ % % percent, can be exported. The representative has stated that the v
firm's sales projections to the U.S. market for 1987 and 1988 will be
approximately % % ¥ pounds annually. 2/ The third firm, Proses Kimya, also a

domestic firm is said to manufacture about ¥ ¥ ¥ pounds per

1/ Telephone conversation with and telex from Mr. Koksal of Atabay Kimya
Sanayi ve Ticaret A.S.; written submission from Gene Ander, President, Andex,
Inc., on behalf of Atabay Kimya Sanayi ve Ticaret A.S.

2/ Written submission to the Commission by Mr. Gene Anders, op. cit.

10



11

Digest No.

C103—Con.
year, intended primarily for export. According to U.§. industry sources, the
United States has become the primary market for the Turkish exporter primarily
because of tﬁe softness in the European market and increased competition from
Chinese material. The representative of Atabay has stated that the firm
exports aspirin primarily to the United States, the European Community (£C),
and Eastern countries. He also stated that in the United States, Atabay deals
with ¥ ¥ ¥, 1/ Proses Kimya exports primarily to the United States through a
private agent that has recently set up operations in the United States. 2/ A
U.S. industry source has stated that the Turkish manufacturers have increased
the quality of their product. Quality is said té no longer be an issue for
Turkish imports. The Turkish representatives have also stated that Turkish
producers of aspirin import the raw materials, creating the aspirin by the
acetylation process. The representative for Atabay stated that they import
salicylic acid from * ¥ ¥, He estimated that the firm imports about $% % %
million annually of raw materials for aspirin and other products from the
United States. The spokesman for Proses Kimya has stated that they import the

acetic anhydride from % % % % % %,

1/ Telephone conversation with Mr. Atabay of Atabay Kimya Sanayi.
2/ Telephone conversation with Mr. Sedal Birrol of Proses Products,
Somerville, N.J.

11
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U.S. production costs for aspirin in 1985 were estimated to be % % ¥ per
pound, of which raw materials accounted for % % % percent and wages and

salaries accounted for % % % percent. The remainder of the cost was marketing
research and development and "other manufacturing costs and utilities." 1/
* % %, Industry sources have stated that aspirin cannot be produced

domestically at a comparable, or competitive, price to the Turkish imports.

Export prices for Atabay are approximately % % ¥ per pound landed costs in New

York. A representative of Atabay has stated that the F.0.B. export price is %
¥ % per pound. The‘material is ‘picked up by a distributor and delivered to
the end-user at an approximate price of % ¥ % per pound, "depending on the
volume, distance, credit terms, etc." 2/ The representative from Atabay has
stated that Proses Kimya's export prices are allegedly lower than Atabay's.

* % % The distributor for Proses Kimya indicated that he buys the product

1/ Written submission from Stewart and Stewart, op cit.
2/ Telex from Atabay; written submission from Andex Inc.

12
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at about ¥ % % per pound from Proses Kimya and then sells it to the enduser
for about ¥ ¥ ¥ per pound. The average unit value for imports of this product

from Turkey was $1.14 per pound in 1985 and $1.18 per pound during the first

six months of 1986. The only U.S. imports of aspirin lower in unit value than
Turkey's are those from China and Yugoslavia. China's material has bheen
criticized as being inconsistent in quality. VYugoslavia is said to depend
primarily on government policies on pricing and supply that are mainly
motivated by an effort to obtain Western currency. This results in
uncertainty as to the continued availability of supply. An industry source
has stated that he beligves that most imports of aspirin are in the
crystalline form.

In 1984, two out of the four domestic companies lowered their prices for
aspirin by 10-15% percent. Dow, for example, lowered its market price of
.aspirin crystals frém $2.25 per pound to $1.95 per pound. ¥ ¥ ¥, The move
was attributed to extreme import pressure, “particularly from France." 1/
"Dow estimates that the price it receives for its aspirin in 1986 will be
* ¥ % per pound less than it would have received without the severe price

undercutting by Turkish manufacturers." 2/ Domestic producers also

1/ Chemical Marketing Reporter, June 16, 1986, p. 19.

2/ Written submission to the staff of the U.S. International Trade Commission
by Mr. R.L. Andrews, on behalf of the Dow Chemcial Company.

13
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implemented a temporary voluntary allowance of 30 cents per pound. 1/ Profit
margins were said to erode as feedstock prices increased during the first
quarter of 1985. In the Stewart and Stewart Submission, Monsanto has stated
that it has "been submitted to significant price underselling, the need to
lower price to maintain volume, and often continued reductions in prices from
the Turkish producers. Dow is the bnly domestic company back integrated at
least as far as the production of phenol. Since Monsanto closed its phenol
capacity in 1983, it has been buying from Dow and on the open market.
Monsanto states that within the raw material costs, roughly half are sensitive
to moves in petrochemical prices. Currently, feedstock prices have dipped,
following the softening of the market for benzene. The dollar's strength has
also been decreasing. During the first six months of 1986, the quantity of
these imports increased from the like period in 1985, but the value
decreased. Recently, Dow instituted a price hike of about $0.10 per pound for
“all of its aspirin formulations. According to an industry publication,
Monsanto is evaluating a similar move. 2/ The publication sees aspirin prices
continuing to firm during'1986.

"Dow is in favor of the Qithdrawal of duty-free entry for imports of
aspirin from Turkey stating that they base their decision upon "the present
and potential injury to the domestic aspirin industry and the dempnstrated
ability of Turkish manufacturefs to very successfully compete in the United
States market." They specifically cite their new aspirin plant, whose

start-up is said to have contributed to a reduction in their profit in

/ Chemical Marketing Reporter, April 29, 1985, p. 19.
/ Chemical Marketing Reporter, June 16, 1986, p. 19.

1
2
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1985 and the firéf’half of 1986. Dod is Curréntly "unable to realize profits
from its séles of aspi?in." :ﬁ‘keprQSéhtatiVe of the coﬁpan§ states that if
Dow has difficulty in the future in justifying expansion or upgrading of the
new facility because of a continuation of the present situation, it will "not
be able to remain a'uiablé,'longmterm producer of aspirin in the United

States." 1/

Position of interested parties

The petitéqner‘is:ﬁgnsqﬁ}prompany. Monsanto states that fitvhgs been
subjected to significant price underselling, the need to lower pri;es tq
maintain volume, and often continued reductions in prices of imports from the
Turkish producers." 2/ jThis price competition is considered one of the
primary reasons that the company has suffered significant reductions in
production, capacity utilization, employment, and average unit prices since
1984. Monsanto contends that the ability of the Turkish producer to severely
underprice U.5. producers like Monsanto would be significantly reduced through
the withdrawal of GSP eligibility under TSUS item 410.72 for Turkey.

Andex Inc. has submitted a written statement, on behalf of Atabay Kimya
Sanayi ve Ticaret A.§., stating that it is opposed to Monsanto's request.
Atabay, according to the submission from Andex Inc., objects primarily on xhe
basis that U.S8. imports from Tquey have not exceeded the 50 percent
competitive need limit of aspirin and that the imports of this product from

Turkey represent an estimated $1 million, or 20 percent, of total U.S. imports

1/ Written submission to the staff of the U.S. International Trade Commission
by Mr. R.L. Andrews, on behalf of the Dow Chemical Company, op cit.
2/ Written submission from Stewart and Stewart, op cit.

15
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of this product valued at approximately $6 million. As such, they state that
these imports should be considered "de minimis," and "do not warrant GSP
elimination." They also state that Turkey,ias the "only NATO country farthest
in the East having borders with Russia, Bulgaria, Iran, Iraqg, Syria, and
Greece," has always been "a good friend" of the U.S. and that this "balance"
would'be "severely affected" should duty—free status for this product be
withdrawn. The submission also includes a comment on the fact that U.S.
exports of chemicals to Turkey presently enter the country duty-free, but that
this could change if Turkey is requiréd té‘bay duéies on their exports to the

United States.

16
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Table A.-—Acetylsalicylic acid (aspirin): U.S. production, exports of

domestic merchandise, imports for consumption, and apparent consumption,
198185,

Ratio (percent)

U.s. Apparent of imports to
Year production Exports Imports consumption consumption
Quantity
1981.... 29,656 2,662 1,665 28,659 5.8
1982. ... 23,420 2,006 2,194 23,608 9.3
1983.... 30,748 2,106 2,201 30,843 7.1
1984, ... 33,938 2,771 3,628 34,795 10.4
1985, ... I 2,990 4,256 WA Akl
Value
1981. ... L 4,839 1,612 Lty Ly
1982.... HH¥ ' 3,770 2,589 L Lt
1983, ... 60,266 1/ 3,768 3,450 59,948 5.8
1984. ... 70,252 1/ 4,832 5,047 70,467 7.2
1985. ... AN 4,736 5,737 aalad Radalad

Unit value

1981.... HAK 1.82 0.97 - -
1982.... L 1.88 1.18 - -
1983.. .. 1.96 2/ 1.79 1.57 - -
1984. ... 2.07 2/ 1.74 1.39 - -
1985. ... XK 1.58 1.3% - -

1/ Calculated using sales data from the written submission to the Trade Policy
Staff Committee, Office of the United States Trade Representative, from

Stewart and Stewart, Special Counsel to Monsanto Company.
2/ Sales data from the Stewart and Stewart submission.

Source: Production, quantity compiled from U.S. International Trade
Commission, Synthetic Organic Chemicals, United States Production and Sales,
Praoduction value, compiled from U.S. International Commission records and data
submitted to the Office of the United States Trade Representative by Stewart
and Stewart, Special Counsel to Monsanto Company exports and imports, compiled
from official statistics of the U.S. Department of Commerce.

20
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SODIUM HYDROSULFITE

DIGEST NO. C104






S0DTUM HYDROSULFITE
DIGEST NO. C104 (GSP Graduation)

Background

Description and uses

~ Sodium hydrosulfite is a light-colored solid which is normally used as a
bleacﬁing agent for pulp and clay‘and in dyeing textiles, In the United
States, most sodium hydrosulfite is produced‘in the Southeast from sodium
formate, sodium hydroxide, and sulfur dioxide or on the site of use by the
reaction pf sodium borohydride with sulfur dioxide. 1In Taiwan,‘scdium
hydrosulfite is produced by a zinc-based process in which zinc carbonate or
zinc oxide or hydroxide is produced as a by-product. Although sqdiqm
hydrosulfite at one time was also produced in significant quantities in the
United States by a zinc-based process, U.S. producers have switchéd to using
non-zinc based processes which are considered less environmentally threatening
than production processes employing zinc.

The TSUS item number for the article under investigation is provided
below along with information oh U.S. tariff rates, U.S. imports in 1985, and
 the GSP competitive status.

Sodium hydrosulfite: TSUS item number, description, tariff rate information,
U.S. imports in 1985, and the GSP competitive status

"Col. 1 rate of duty
effective during-——

TSUS item
No. Description 1981 1985 1987
) ' ' ~—eParcant ad valoreme——

421.06 Sodium hydrosulfite........ e 17.5%  17.5%  17.5%

U.S. imports Product pro-

~in 1985 duced in U.S.,
" ($1,000) Jan. 3, 1985
421.06 Sodium hydrosulfite.............. 3,111 Yas.
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U.S5. customs treatment

U.S. imports of sodium hydrosulfite (TSUS Item 421.06) have been eligible
for duty~freé treatment from all GSP eligible countries since January 1976,
except during the period February 29, 1976, to February 28, 1977, when imports
of sodium hydrosulfite from Columbia were excluded from GSP eligibility.
During this period, U.S. imports of sodium hydrosulfite from Columbia were
dutiable because such imports during the previous year had exceeded the

competitive need limits,

 U.S. producers and employment

There are currently two major domestic producers of sodium hydrosulfite.
Virginia Chemicals, the largest sodium hydrosulfite producer with a total
production capacity of about 56,000 short tons, operates two large facilities
in Bucks, AL, and Leads, SC, and a smaller facility located in Kalama, WA.
-0lin Corp. operafes two sodium hydrosulfite producing plants in Augusta, GA,
and Charleston, TN, with a combined production capacity of about 20,000 short
tons. Unlike Virginia Chemicéls, which sells sodium hydrosulfite either
powdered or in solution form to both large and small.users (small users
generally purchase sodium hydrosulfite powders in drum-size containers), Olin
caters to large users in the Southeast who purchase sodium hydrosqlfite from
Olin in solution form. In addition to the two sodium hydrosulfite producers,
sodium borohydride which is reacted with sulfur dioxide at the site of use to

form sodium hydrosulfite, is produced by Ventron Corp. at plants located in
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Danvers, MA. and Elma, WA. According to one estimate, roughly 12,500 short
tons of sodium hydrosulfite are produced annually at pulp mills by reacting
sulfur dioxide with sodium borohydr;de.
The number of employees in the United States involved in producing and
marketing sodium hydrosulfite declined from an estimated % % % in January 1981

to an estimated * % ¥ in May 1986.

U.S. consumption and production

U.S. consumption of sodium hydrosulfite rose by ¥ % ¥ percent from ¥ ¥ ¥
million pounds in 1981 to % ¥ ¥ million pounds in 1985 (table ﬁ); According
to industry sources, consumption of sodium hydrosulfite increased primarily
because of increased use of the product in coated paper production from
mechanical pulps and in clay bleaching. On the negative side, domestic demand
for sodium hydrosulfite in bleaching textiles declined because of the sluggish
- state of the domestic textile industry which faced strong competition from
imparts and because domestic demand declined for denim products, a major
consumer of sodium hydrosulfite in dyeing applications.

" Currently, about 45 pefcent of domestic consumption of sodium
hydrosulfite is used in pulp bleaching, about 35 percent_in textile dgeing,
and about 15 pgrcent in clay bleaching. Industry sources expect»that to£a1
demand for sodium hydrosulfite'will grow in volume at a rate of no more than
1 to 2 percent per year through 1990.

U.S. production of sodium hydrosulfite grew by about ¥ ¥ ¥ percent from

an estimated ¥ * *® million pounds in 1981 to an estimated ¥ ¥ % million pounds
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in 1985. During 1981-85, U.S. production of sodium hydrosulfite grew less
rapidly than U.S. consumption, because U.S. producers of sodium hydrosulfité
faced increa;ed competition from imports while exports declined in 1984 and in
1985% relative to those in 1981-83. The share of sodium hydrosulfite consumed

in the United States that was accounted for by imports rose from ¥ * % percent

in 1981 to ¥ ¥ ¥ percent in 1984 and then declined to ¥ ¥ ¥ percent in 1985,

U.S. exports

U.S. exports of sodium hydrosulfite, most of which went to Canada, rose
from 31 million pounds in 1981 to 35 million pounds in 1982 and then declined
to 28 million pounds, valued at $9.8 million, in 1984 (table B). In 1985,
U.s. exports‘of sodium hydrosulfite rose slightly relative to the previous
year to 29 million pounds, valued at $11.9 million.: In addition to Canada,
significant amounts of sodium hydrosulfite were also exported to South Africa,

‘Brazil, Argentina, Venezuela, Chile and the United Kingdom during 1981-85.

U.S. imports

"U.S. imports of sodium hydrosulfite which amounted to‘iess than 1 millioﬁ\
pounds in 1981 rose to 10.6 million pounds in 1984 a;d theh ééplined to 8.6
million pounds, valued at $3.1 million, in 1985 (table C). Mést of these
imports came from Belgium, Taiwan, the United Kingdom, West Germany, and

Spain. According to one industry source, U.S. imports of sodium hydrosulfite

rose in 1982 primarily because of the strength of the dollar.
Virtually all GSP imports of sodium hydrosulfite during 198185 céme from

Taiwan (table D). U.S. imports of sodium hydrosulfite from Taiwan which were
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zero in 1981 rose to 2.3 million pounds, valued at $987,000, in 198% and
continued to rise in the first half of 1986 relative to the first half of the
previous year. During 1981-85, the share of U.S5. imports of sodium
hydrosulfite that came from Taiwan rose from zero to 27 percent in terms of
quantity. During the first half of 1986, about 36 percent of U.S. imports of
sodium hydrosulfite came from Taiwan as compared with 19 percent in the first
half of the previous year.
~Imports of sodium hydrosulfite from GSP beneficiary countries in 1985 are
shown in the following tabulation (in thousand of dollars):

Percent of total
GSP _country : 1985 imports imports

Taiwan. .............. 987 32

Conditions of competition

Because of the strength of the U.S. dollar and the installation of new
.capacity, imports, which were negligible before 1982, captured about % % %
percent of the U.S. market for sodium hydrosulfite in 1984 and about ¥ ¥ X
percent of the U.S. market in 1985 (table A). According to an industry
source, imports are expected to stabilize as the U.S: do{lar weakens ggaingt
other currencies. Another factor that may prevent imports firom risingrig the -
price of zinc which has been rising'recently and is used by several foreign
producers, including the two Taiwanese producers, to synthesize sodium
hydrosulfite for export to the United States. On the other hand, U.S§. imports
of sodium hydrosulfite from Taiwan increased by 75 percent in the first 8

months of 1986 relative to the first 8 months of the previous year, as the
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result of capacity which was recently installed by the two major Taiwanese
sodium hydrosulfite producers. According to industry sources, Taiwan sodium
hydrosulfitetproduction capacity about % % % in 1985 rising from ¥ ¥ ¥ metric
tons. However, despite this increase in capacity, U.S. imports of sodium.
hydrosulfite from Taiwan are expected to level off after 1986 because much of
Taiwan's increased production is slated to be used in markets other than the
United States and the Taiwanese producers are reportedly having problems
increasing production, because of disposal problems that they have encountered
Lwith the zinc based byproduct. According to industry sources, there are no
further plans by either of the Taiwanese producerg to increase production
capacity for sodium hydrosulfite in the foreéaeable future.

As with many other imports, a major reason why foreign-origin sodium
hydrosulfite is imported into the United States is because its price is more:
competitive than the price of the domestic material. Although industry
.sources'have expressed conflicting information as to the price difference
~ between imported sodium hydrosulfite and the domestic product, there is
general agreement that imports especially from Taiwan have not only prevented
price increases but have in many instances forced price rollbacks_for sodi&m
hydrosulfite in the United States.

Despite U.S. Department uf.Commerce figures for the period 1981-8% which
appeared to indicate that U.5, imports of sodium hydrosulfite from Taiwan are
higher-priced than imports from Europe, industry sources report that in fact

during this period, the Taiwanese material has been substantially cheaper than
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the sodium hydrosulfite imported from Europe by as much as 10¢ per pound and
that this price gap although it has narrowed somewhat recently remains
significant: 1/ In the summer of 1986, however, one of the two Taiwan
producers of sodium hydrosulfite raised its price for sodium hydrosulfite by
about ¥ ¥ % percent and some industry sources believe that the sodium

hydrosulfite produced by this firm is no longer competitive in the U.S. market.

Position of interested parties

According to representatives from Virginia Chemicals, the petitioner,
imports of sodium hydrosulfite are forcing price reductions and lésses in
sales, which is causing serious harm and may cause irreparable damage to the
company approximately ¥ X ¥ of whose business is in the production and
marketing of sodium hydrosulfite. Because Virginia Chemicals is the only
domestic producer of powdered sodium hydrosulfite which is believed to .
"correspond to all imports, it more than any other sodium hydrosulfite producer
is impacted by imports from Taiwan and other sources.

In contrast to the duty~free status that Taiwanese exports of sodium
hydrbsulfite enjoy, U.S. proéucers of sodium hydrosulfite must pay duties of

35 percent ad valorem to export to Taiwan. Because of the inequitable

relationship between the U.S. and Taiwan trading partners in sodium

1/ Some industry sources believe that differences in U.S§. Customs valuations
practices regarding whether or not the cost of the container is to be included
in a determination of U.S. customs value, accounts for the seemingly high unit
value of the sodium hydrosulfite imported from Taiwan relative to the material
imported from Europe.
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hydrosulfite and the alleged threat posed to the domestic producers of sodium
hydrosulfite, the petitioner requests that Taiwan lose its GSP eligibility for
sodium hydro%ulfite.

According to spokesmen for the importer, maintaining GSP eligibility for
sodium hydrosulfite ensures that U.S. consumers of sodium hydrosulfite receive
a high—-quality product at a competitive price. According to these spokesmen
were Taiwan to be graduated from the GSP for TSUS item 421.06, the domestic
sodium hydrosulfite producers would immediately seize the first opportunity to
raise prices as much as the market could bear. They contend that U.S.
producers of paper and textiles, the leading consumers of sodium hydrosulfite,
would then be faced witH a price increase which they would pass on to the
general consuming public, and only by maintaining GSP eligibility for sodium
hydrosulfite from Taiwan, can the domestic consumer be assured that prices

will remain competitive.
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Table A.-—Sodium hydrosulfite: U.S. production, axporfs of domestic
merchandise, imports for consumption, and apparent consumption, 1981-86

(Quantity in thousands of pounds; value in thousands of dollars;
unit value per pound)

Ratio (percent)
u.s. Apparent of imports to
Year production Exports Imports consumption consumption

Quantity (million pounds)

1981. ... *HH 1/ 31.2 0.7 K KK
1982.... wAR 1/ 35.3 6.3 Lty Lty
1983 .. .. *¥¥ 1/ 33.7 10.3 KKK HHH
1984, ... nAX 1/ 28.1 10.6 AR XANR
1985, ., ., *x% 1/ 29.2 8.6 L AR
Jan.-June:

1985, . Aw¥ 1/ 14.3 5.1 HeHek HHeH

1986. . AnX 1/ 16.1 4.2 Ll el

Value (million dollars)

1981.... xAXX 1/ 12.0 0.2 KRR L
1982. ... WK 1/ 14.6 2.7 Wk WK
1983. ... R 1/ 13.7 4.7 L Ll
1984, . .. *¥x 1/ 9.8 4.1 KA WK
1985, ... wAR 1/ 11.9 3.1 Ly L
“Jan.-June:

1985. . 2/ 5.8 1.9 2/ 2/

1986. . 2/ 7.0 1.4 2/ 2/

Unit value (cents per pound)

1981. ... oK 1/ 38 32 - -
1982.... *Nx 1/ 41 43 - -
1983. ... R 1/ 41 45 - -
1984. ... *nx 1/ 35 39 - -
1985. ... ok 1/ 41 36 - -
Jan.-June: : )

1985, . 2/ 41 38 - -

1986. . 2/ 44 33 - -

1/ Estimated by the staff of the U.5. International Trade Commission; based on

90 percent sodium hydrosulfite which is believed to correspond to nearly all
imports.
2/ Not available.

Source: Compiled from official statistics of the U.S. Department of Commerce,
except as noted.
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