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Good morning Madame Chairman Broadbent, Vice-Chairman Pinkert, and
Commissioners Williamson, Johanson, Kieff, and Schmidtlein. Thank you for hearing our
petition to have Optical Brightening Agents, or OBA, graduated from the GSP list for India and

Indonesia.

Archroma, based in Charlotte, N.C., produces OBA in Martin, S.C. OBAs, also known as
Fluorescent Whitening Agents or FWAs, are additives used in paper manufacturing to make the
paper look whiter and brighter. For Archroma, OBA production is the bedrock of its Martin S.C.
plant, currently accounting more than 70% of total chemical production. Archroma employs over
150 people to produce, market, and sell OBA in the U.S., and contributes millions of dollars each

year to local economies by utilizing local services and suppliers, and paying taxes.

The U.S. OBA market is supplied by two domestic producers, Archroma and 3V, in
addition to foreign producers from Germany, Taiwan, Indonesia and India. However, the
customer base for paper OBA in the U.S. is shrinking because the demand for communication
papers, such as Newsweek and Time Magazine, is in secular decline. Paper producers are
closing plants and repurposing machines to produce pulp, thus reducing demand in the U.S. for

OBA. Nevertheless, there is significant focus on and competition in the U.S. OBA market.

As late as 2014, Deepak Nitrite Limited was the last major OBA producer to enter the
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market when it began to export powder OBA into the U.S. India’s largest producer of OBA,
Deepak Nitrite Limited, has publicly declared that it has a competitive advantage via vertical
integration in raw materials and that it expects to be among the top three global suppliers of
OBA by the end of 2015. According to the Global Trade Atlas’s reference to FWAs exported
under Harmonized Tariff Number (HTS) 320420, India is the number three (3) nation for the
year 2015 for both FWA sales and quantity produced.

With a network of four (4) make-down units in the U.S., Deepak established a strong
base of business in the U.S. by importing Indian produced powder and adding water to it for
shipment of OBA solution to paper customers. Deepak gained significant market share in the
U.S. during the period that the 6.5% duty was applied to OBA imports into the U.S. from mid-
2013 through August 2015. Now that the duty no longer applies, Deepak appears to be realizing
greater profits as the company stated in its November 6, 2016 Financial Highlights (a publicly
posted document) that for the 1H FY16 its “FWA segment has also seen improved performance
at the EBITDA level given ramp up in volumes as well as withdrawal of import duty in North
American Market”. [Emphasis added]. Deepak further stated that for the Q2FY16 that
“EBITDA margins have improved as a result of import duty in USA which will give and

enduring advantage to our product offerings.”

Revocation of the GSP duty-free treatment for OBA will allow for a level playing field
by ending a benefit for Indian and Indonesian OBA producers that is no longer justified, and that
provides an unwarranted competitive price advantage to those foreign OBA producers that

benefit from the GSP program.

Archroma filed its Petition with USTR on October 16, 2015 because in Archroma’s
opinion, India and Indonesia as two of its most efficient and capable competitors for OBA
production are receiving a direct subsidy from the U.S. through duty free treatment of OBA
imports. OBA producers from these two countries are world-class competitors who were fiercely
competitive even before GSP benefits were suspended. Now, the major Indian producer, Deepak
Nitrite Ltd., is telling its shareholders that its profitability is significantly enhanced as a result of
duty free treatment for its OBA exports to the U.S. This is not reflective of a foreign producer in

a developing country that needs assistance to access the U.S. market for lack of competiveness.
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Current duty-free treatment for OBA imports under the GSP program has done nothing
more than improved the profit margins for Indian and Indonesia OBA producers, and has created
an unlevel playing field in the U.S. market with respect to pricing of OBA. At the same time,
their U.S. market share increased even after the re-imposition of a 6.5% duty on OBA upon

expiration of the GSP program on July 31, 2013.

Removal of OBA from the list of eligible GSP articles will eliminate the significant price
advantage Indian and Indonesian OBA producers enjoy but do not need, and thus substantially
benefit the U.S. OBA industry by leveling the playing field in the U.S. market. It is expected that
the addition of the 6.5% duty to OBA imports from GSP beneficiary countries will allow U.S.
OBA producers to regain lost market share and help maintain and create U.S. jobs, while having

a negligible, if any, effect on pricing for U.S. OBA consumers.

A focus of India’s chemical industry, of which Deepak is a part of, is the U.S. market. An
India Chem report identifies the U.S. as the number one export market for specialty chemicals
which include paper chemicals and OBA, and in 2012 had a market value of $12 billion of which
paper chemicals were 0.45%. India has made a concerted effort, primarily focused through
Deepak, to export OBA to North America. This growth in specialty chemicals is also supported
by the Indian chemical industry’s five year plan in which it is projected that paper chemicals will

move from .45% to .9% at the end 2017.

In 2014, Deepak surmised that it expected to gain additional market share from U.S.
OBA producers in 2015 as contracts that protected the U.S. customer base in 2014 terminated,
and Deepak confirmed that “price and supply” are the important factors for U.S. OBA sales. In

its recently released Investor Communication, Deepak reports that,

“The FWA segment has also seen improved performance at the EBIDTA level given
ramp up in volumes as well as withdrawal of import duty in North American market.
This will improve realizations for the OBA products on a sustainable basis thereby

providing a competitive edge vis-s-vis other suppliers.”

According to the Vice Chairman and Managing Director of Deepak, Mr. Deepak C.
Mehta,
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“The OBA product portfolio has registered strong y-on-y growth and the steady uptick
in volumes and utilisation is enabling progressive improvement in performance. The
Company has successfully established distribution network and dilution facility in the
USA. Based on this, the Company is capable of delivering services to US customers at
par with the local suppliers in the USA. All of these have resulted into strong growth

and penetration into the USA market.”

Unfortunately, the GSP program is supporting a world class producer of OBA in India and
providing Mr. Mehta and his company, Deepak, with profits at the expense of U.S. OBA
producers and U.S. jobs.

Archroma requests that the Commission consider the following factors in its economic
analysis of the impact of removing GSP benefits for OBA imports from India and Indonesia. As
with any domestic manufacturer, Archroma is a substantial contributor to the regional and U.S.
economy. Should Indian and Indonesian producers successfully push Archroma and other U.S.
OBA producers out of the domestic market, OBA production in addition to production of other
specialty chemical and dyes will be lost to foreign producers. This will have an adverse effect on
U.S. production, jobs, product lines, and of course the tax base here in the U.S. Such losses will
not only impact U.S. OBA producers, but there will be substantial impacts and significant losses
to domestic vendors, suppliers, and service providers that cannot be recovered upon closure of

U.S. OBA production.

No less than seventeen (17) vendors and suppliers of services to Archroma’s Martin, S.C.

plant filed letters supporting the removal of OBA from the GSP list of eligible articles. They

include:
No. ‘ Supporter of Removal of OBA from GSP
1 | Southern Carolina‘Rég’ional Developmént Alliance
2 Brenntag North America, Inc.
3 Colonial Chemical Solutions, Inc.
4 Estes Express Lines
5 INEOS Oxide
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6 Trinity Manufacturing, Inc.

7 Allendale County Council

8 Liberty Specialty Chemicals, LLC
9 Olin Chlor Alkali Products and Vinyls
10 Town of Fairfax, South Carolina
11 Town of Allendale, South Carolina
12 CLX Logistics

13 Dow Chemical Company

14 Univar USA Inc.

15 BASF

16 Mauser USA LLC

17 Nations Ford Chemical

Madame Chairman, Vice Chairman, and Commissioners, the 6.5% duty on OBA imports
from GSP countries should be reinstated. The benefits of duty free treatment conferred upon
India and Indonesia, who by their own admission have a competitive advantage through vertical
integration in raw materials and state-of-the-art production, creates an unfair advantage for them.
Those foreign producers have taken significant U.S. market share and have an established, world
class chemical industry. Archroma continues to work diligently to optimize our plant production,

and we only seek a level playing field in this market through the proper application of U.S. trade

policy.

Thank you for your time and for consideration of Archroma’s petition and briefs. I am

happy to answer any questions at this time.
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