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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 104-TAA-13
RAYON STAPLE FIBER FROM SWEDEN

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission unanimously determines, pursuant to section 104(b) of the Trade
Agreements Act of 1979, that dn industry in the United States would be
materially injured by reason of imports from Sweden of rayon staple fiber,
provided for in item 309.43 of the Tariff Schedules of the United States and

covered by an outstanding countervailing duty order, if the order were to be

revoked.

Background

On October 28, 1980, the U.S. International Trade Commission received a
request from counsel for Svenska Rayon, AB, the sole Swedish producer of rayon
staple—EELer, for an investigation under section 104 of the Trade Agreements
Act of 1979 with respect to rayon staple fiber imported from Sweden.
Accordingly, effective November 16, 1982, the Commission instituted
investigation No. 104-TAA-13 under section 104(b) to determine whether an
industry in the United States would be materially injured or threatened with
material injury, or the establishment of an industry in the United States
would be materially retarded, by reason of imports of rayon staple fiber from

Sweden, currently covered by a countervailing duty order, if the order were to

be revoked.

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).



Notice of the institution of the Commission's investigation and of a
public hearing to be held in connection therewith was given by posting copies
of the notices in the 0ffice of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notices in the Federal
Register (47 F.R. 53151, Nov. 24, 1982, and 47 F.R. 56217, Dec. 15, 1982).
The hearing was held in Washington, D.C. on February 7, 1983, and all persons

who requested the opportunity were permitted to appear in person or by counsel.



3
%IEWS OF THE COMMISSION
We unanimously determine that an industry in the United States would be:
materially injured by reason of imports of rayon staple fiber from Sweden
covered by the outstaﬁding countervailing duty order 1/ if that order were to

be revoked.

The focus of a section 104 investigation is the likely effects on the
domestic industry of the revocation of the subject counterwvailing duty order.
In making this determination, we assess the condition of the domestic industry
and the U.S. market, éxamine the product mix of the imports and the
capabilities of the foreign industry, and determine whetheg the domestic
industry would be materially injured or threatened with matexrial injury if the

order were to be revoked.

DISCUSSION -

The domestie industry

Section 104 of the Trade Agreements Act of 1979 incorporates the
definitions contained in section 771 of the Tariff Act of 1930. 2/ 1Im
general, section 771 of the Tariff Act defines the domestic Industry as
consisting of “the domestic producers as a whole of a like product, or those
producers whose collective output of the like product comstitutes a major
proportion of the total domestic production of that product.” 3/ A like
product, in turn, is defined as "a product which is like, oxr in the absence of

like, most similar in characteristics and uses with, the article subject to

investigation.” 4/

I/ T.D. 79-141, 44 Fed. Reg. 28310 (May 15, 19797+

2/ Section 104(e), 19 U.S.C. 1671 note.

3/ Section 771(4)(A) of the Tariff Aet, 19 U.S.C. 1677(4)(A).
4/ Section 771(10) of the Tariff Act, 19 U.S.C. 1677(10).
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The preoduct covered by the outstanding counteérvailing duty order and the
subject of this Investigation is rayon staple fiber imported from Swedem. The
outstanding order established different net subsidy rates for regular rayon
staple fiber and high-wet-modulus fiber. 5/ However, only the regular type
has been imported in commerecially significant quantities during the period of
the Commission's investigation. 6/

The Department of Commerce finding of different subsidy rates was based
on factors that it considers in its caleulation of net subsidies. The
Commerce Department's finding is not dispositive of the Commission's like
product determination, which is based upon an analysis of the imports subject
to investigation and the characteristics and uses of compafable products
produced domestically. -

Domestic producers manufacture a wide-range of types of rayomn staple
fiber. They produce comnodity fiber as well as various speciallized fibers,
such as sterilizable, high-fluid-holding, intermediate~tenacity, amnd
high-wet-modulus. Whether different fypes of rayon staple fibexr are
interchangeable in end use depends upon a customer's specifications and the
price of the product. Z/ While there are differences among the yarious types
of rayon staple fiber, especially with respect to strength, thexre are no clear
dividing lines among the various types of fiber. Therefore, we determine that

the appropriate like product is rayon staple fiber and that the appropriate

-~

5/ The Department of Commerce has used the terminology regular rayon staple
fiber to refer to all types of rayon staple fiber except high-wet-modulus. 44
Fed. Reg. 28319 (May 15, 1979) and 46 Fed. Reg. 60486 (December 10, 1981),
reproduced in the Report at A-40 and A~46, respectively. The cash deposits
established for entries after December 10, 1981, amount to 3.44 percent of the
f.0.b. invoice price of the regular fiber and 40.37 percent of the f.o.b.
invoice price of the high-wet-modulus fiberz.

6/ Transeript at 105-106.

1/ _:_[_éa at 180
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domestic industry comsists of the following three producers of rayon staple

fiber: Avtex Fibers, Inc., Courtaulds North America, Inc., 8/ and American

Enka Company. 9/

Condition of the domestic industry

The U.S. market for rayon staple fiber is based primarily on demand for
apparel, draperies, upholstery, siipcovers, and nonwoven medical, surgical and
sanitary products. 10/ Domestic consumption of rayon staple fiber declined
from 448 million pounds in 1979 to 377 milllon pounds in 1980, but rose to 398
million pounds in 198l. Consumption declined from 333 miliion pounds during
January - October 1981 to 250 million pounds in the corresponding period of
1982, 11/ The decline Iin comsumption followed the deepening of the recession
in the general economy.

Data developed on capacity, production, shipments, inventorles, and
employment-reveal the extent of the domestic industry's current difficulties.
Domestic production capacity for rayon staple fiber declined from 655 million
pounds in 1979 to 505 million pounds in 1981 and 1982. 12/ Total U.S.
production declined from 537 million pounds in 1979 to 433 million pounds in
1982. During January ~ October 1982, production amounted to 243 million
pounds, or 79 percent of that for the corresponding period in 1981. 13/

Domestic shipments fell from 428 million pounds in 1979 to 383 million pounds

8/ Courtaulds is the only producer that does not manufacture high-wet

modulus fiber.
9/ Profit and loss and employment data are available to the Commission om

overall rayon staple fiber operations only. See, section 771(4)(D) of the
Tariff Act, 19 U.S.C. 1677(4)(D).

10/ In 1981 these uses accounted for over 75 percent of the end use
consumption of the domestic shipments of rayon staple fiber. Report at A-10.

11/ 1d. at A-28 and A-29.

12/ Id. at A-15.

13/ 1d. at a-14.



in 1981. Shipments during the first 10 months of 1982 were 28 percent less
than those during the corresponding period in 1981. 14/ Domestic year—end
inventories declined from 1979 to 1980 but have risen since. In October of
1982, inventories were 42 percent higher than those a year earlier. 15/ The
number of production and related workers decreased 24 percent from 1979 to
1981 and declined another 9 percent in the first 10 months of 1982 as compared
with the same months in 1981. 16/

The financial experience of the domestic producers also reflects
significant downward trends. The ratio of net income to net sales dropped
from 2.6 percent in 1980 to 2.3 percent in 1981 and fell substantially during
the first 9 months of 1982 to a 5.7 percent loss from a 2.2 percent profit in
the comparable period in 1981. 17/ Operating income and cash flow followed
the same pattern. High fixed costs, characteristic of this industry, combined

with lower sales volume contributed to higher unit costs and lowexr profit.

Likely effects of the revocation of the outstanding countervailing duty ordex:

The nature of the Commission's determination in 2 section 104

investigation is prospective. The Commission must determine what would
reasonably be expected to happen in the event that the countervailing duty’
order were to be revoked, particularly with respect to the effects 6n import
volume and prices.

Svenska, the Swedish manufacturer, has indicated that it does not intend

to export high-wet-modulus fiber to the United Staées and that it does not

14/ Id. at A-15 and A-16.
15/ Id. at A-20 and A-21.
16/ Id. at A-22

17/ Id., Table 8, at A-24.



intend to change its minor role in the U.S. market for other rayon staple
fiber. However, it is also important for the Commission to consider whether
market conditions and the foreign exporter's business Iinterests support this
position.

The United States is an attractive market for the wvarious types of
regular as well as high-wet-modulus fibers because of its size and relatively
high price structure. }g/ Moreover, rayon staple fiber is a very price
sensitive product. Differences of only a few pennies per pound can cause
customers to shift suppliers. 19/ Furthermore, if the price of the
high-wet-modulus fiber were to fall, price decreases would most likely ripple
downward, creating downward pricing pressure on other types of rayon staple
fiber because of the closely related price structure of the different
types. 20/ 21/

The Swedish industry has greatly increased its capacity in recent years,
and this capacity is underutilized. Before 1975, Sweden had only one plant
for production of regular rayon staple fiber. After that time, a second plant
was constructed to prov;he capacity for high-wet-modulus fiber productiom for

national security reasoms. However, the equipment in this plant, with some

187 Traumscript at 14 and 11 and 25, respectively.

19/ Transeript at 10 and 53; Report at A-32. Ve note that price comparisons
between Swedish and domestically manufactured regular rayon staple fiber
indicate that the importer of the Swediszh fiber undersold the domestic
producers during the most recent six quarters surveyed. Report, at A-36.

20/ Tramscript at 55.

21/ Commissioner Stern notes that the current countervailing duty deposit
rate on high-wet-modulus fiber is 40.37 percent and om regular rayon staple
fiber is 3.44 percent of the f.o.b. invoice price. Because price iIs critical
to the sale of this product, the potential for increased Iimports of rayon
staple fiber as a result of revocation of the order exists even on those
imports currently affected by only the 3.44 percent deposit rate. (The
domestic producers estimate that the cost to an importer of this deposit rate
is equivalent to three cents a pound (Tramsecript at 66 and 67).)



8

modification, can be used for production of the full range of rayon staple
fiber covered by this investigatiom. 22/ The Swedish industry is
gxport—orieﬁted, with only a small share of its production used
domestically. 23/

Imports of regular rayon staple fiber from Sweden have played a minor
role in the U.S. market to date and there have not been any imports of
high-wet~modulus fiber in commercially significant quantities., However, this
situation is likely to change if the order were to be. revoked. The Swedish
producer has excess capacity which can be used to produce the full range of
rayon staple fiber and is dependent on export sales. Svenska has been
pressing its U.S. sales representative (Lyon, Schenck, Steck, Associates) to
increase sales in this market. 24/ The removal of the countervailing duty
order would provide a significant advantage for sales of all types of Swedish

rayon staple fiber in the United States. Thus, imports of regular fiber would

be expected to increase and high-wet-modulus fiber, which has been effectively
excluded from this market by the order, could be expected to commence.
Revocation of the order is likely to adversely affect both the domestic price
level and the market sharerof U.S., producers at a time when they are already
experiencing economic difficulties. Therefore, we conclude that the domestie
industry would be materially imjured by the subject imports in the event that

this countervailing duty order were revoked.

gg/ See, confidential submission of the Swedish Embassy, recelved February
14, 1983.

23/ Report at A-29 through A-31.

24/ The recent strengthening of the dollar has led the Swedish manufacturer,

Svenska, to conclude that a higher volume of rayon staple fiber exports to the
United States would be desirable. Prehearing statement of Farl L. Stewart,

at 3.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On May 15, 1979, the U.S. Department of Treasury {Treasury) determined
that exports ¢f rayon staple fiber from Sweden were receiving benefits
considered to be bounties or grants within the meaning of the countervailing
duty law (sec. 303 of the Tariff Act of 1930) from the Government of Sweden
(44 F.R. 28319). 1/ Treasury determined that regular rayon staplie fiber was
subject to a zero rate countervailing duty and high-wet-modulus rayon staple
fiver was subject to an 8.6~péercent countervailing duty.

On January 1, 1980, the provisions of title I of the Trade Agreements Act
of 1979 became effective, and the authority for administering the counter~
vailing duty law was transferred from Treasury to the U.S. Department of
Commerce (Commerce). In accordance with section 751(a)(1l) of the Tariff Act
of 1930 (19 U.S.C. 1675(a)(1l)), Commerce conducted its first annual .
administrative review of the countervailing duty order on rayou staple fiber
from Sweden and, on December 10, 1981, notice of the final results of
Commerce's administrative review of rayon staple fiber from Sweden was
published in the Federal Register (46 F.R. 60486). 2!

On October 28, 1980, counsel for Svenska Rayon, AB, the sole Swedish
producer of rayon staple fiber, requested that an investigation be conducted
under section 104 of the Trade Agreements Act of 1979 with respect to rayon
staple fiber from Sweden. The Trade Agreements Act of 1979, subsection 104
(b)(1), requires the Commission, in the case of a countervailing duty order
issued ufider section 303 of the Tariff Act of 1930, upon the request of a
government or group of exporters of merchandise covered by the order, to
conduct an investigation to determine whether an industry in the United States
would be materially injured, or threatened with material injury, or whether
the establishment of such industry would be materially retarded, if the order
were to be revoked. On November 16, 1982, the Commission instituted
investigation No. 104-TAA-13 on rayon staple fiber from Sweden. Notice of the
institution of the Commission's investigation and of a public hearing to be
held in comnnection therewith was duly given by posting copies of the notice in
the Office of the Secretary, U.S. International Trade Commission, Washington,
D.C., and by publishing the notice in the Federal Register on November 24,
1982, (47 F.R. 53151). On December 15, 1982, notice of a change in the public
hearing date was published in the Federal Register (47 F.R. 56217). 3/

The hearing was held on February 7, 1983. The Commission vote omn this
investigation was held in public session om March 8, 1983.

1/ A copy of Treasury's notice is presented in app. A.

2/ Copies of Commerce's notices are presented in app. B.

3? A copy of the Commission's notices of investigation and of change in
hearing date are presented in app. C.

A-1
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Nature and Extent of Subsidies
Being Provided

. Two countervailable programs (the elderly employment compensation program
and the interest-free loans/grants program) were included in Commerce's
administrative review of the countervailing duty order on rayon staple fiber
from Sweden, which was based upon information covering the period October 1,
1979, through September 30, 1980,

The elderly employment compensation program was adopted by the Swedish
Government in March 1977. A company participating in the program must agree
not to dismiss or release any "redundant” employees of any age except for
normal attrition. Compensation is provided to an employer based upon the
number of hours worked by employees over 50 years of age; annual payments are
calculated on the basis of 25 kroner per hour for every hour worked by -
production workers over age 50. The payments are restricted.to no more than
15 percent of the company's total labor costs. Commerce determined that gross
payments to Svenska under this program for which Commerce found no indication
of offsets were equivalent to 3.44 percent of the f.o.b. invoice price for
both regular and high-wet-modulus rayon staple fiber.

Through the interest-free loans/grants program, the Swedish Government
lent, on an interest—free basis, investment capital needed to establish .
capacity to produce high-wet-modulus rayon staple fiber for national defense
purposes. Repayment of the loan will not be required if Svenska maintains
those production facilities for 10 years. The initial loan was augmented by a
second loan for—envirommental improvements to the plant. Though Svenska is to
repay the principal of this loan, the interest will be forgiven as long as
Svenska maintains its capacity to produce high~wet-modulus rayon staple fiber.
Commerce determined the net subsidy under the interest—free loans/grants
program for the period studied .to be 36.93 percent of the f.o.b. invoice price
of high-wet-modulus fiber. Consequently, the aggregate net subsidy conferred
by the Swedish Government on the production of high-wet-modulus rayon staple
fiber under both programs was determined by Commerce to be equivalent to 40.37
percent of the f.o.b. invoice price. Commerce's final determination was the
same as its preliminary determination published in the Federal Register omn
July 31, 1981. In additiom, as a result of the determination, rayon staple
fiber imported directly or indirectly from Sweden, and entered or withdrawn
from warehouse for use on or after December 10, 1981, has been subject to a
cash deposit of estimated countervailing duties at these same rates.

Other Commission Investigations on Rayon Staple Fiber

The Commission has conducted several investigations concerning rayon
staple fiber. Between October 1959 and August 1961, the Commission conducted
the following five antidumping investigations on rayon staple fiber: Nos.
AA1921-11 (France), -17 (France), -18 (Belgium), —20 (Cudba), and -21 (West
Germany). In each of these instances, the Commission determined unanimously
that an industry in the United States was not being and was not likely to be
injured by reason of rayon staple fiber sold at less than fair value (LTFV).

A-2
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In 1961, the Commission conducted an escape—clause investigation on rayon
staple fiber (No. 7-95 under sec. 7 of the Trade Agreement Extension Act, 1951)
in which it was determined that rayon staple fiber was not being imported in
such increased quantities as to cause or threaten serious injury to the
domestic industry producing like or directly competitive products
(Commissioners Overton and Sutton dissented).

On May 15, 1978, the Commission instituted investigation No. AA1921-181
under section 201(a) of the Antidumping Act, 1921, as a result of advice
received from Treasury that rayepn staple fiber from Belgium was being, or was
likely to be, sold in the United States at LTFV. However, in July 1978, the
Commission was advised by Treasury that it was modifying its earlier
determination as a result of its recomnsideration of the basis for its
fair-value comparisons of rayon staple fiber from Belgium. Treasury modified
its May 2, 1978, weighted—average LTFV margin determination from 6.7 to 57.6
percent on August 3, 1978. On the basis of the new advice from Treasury, the
Commission terminated investigation No. AA1921-181 without any determination
and instituted investigation No. AA1921-186. In this investigation, the
Commission determined {Vice Chairman Alberger and Commissioner Ablondi
dissenting, and Commissioner Minchew not participating) that an industry in
the United States was being or was likely to be injured by reason of LTFV
imports of rayon staple fiber from Belgium.

On November 13, 1978, on the basis of advice from Treasury that rayon
staple fiber from France and from Finland was being, or was likely to be, sold
in the United States at LTFV, the Commission Iinstituted investigations Nos.
AA1921-190 and AA1921-191. As a result of its investigations, the Commission
determined (Vice Chairman Alberger dissenting) that ap ipdustry in the United
States was being injured 1/ by reason of LTFV imports of rayon staple fiber 2/
from France, and determined (Vice Chairman Alberger and Commissioner Sterm
dissenting) that an industry in the United States was being injured 1/ by
reason of LTFV imports of rayon staple fiber 2/ from Finland.

On February 22, 1979, the Commission received advice from Treasury that
rayon staple fiber from Italy was being, or was likely to be sold in the
United States at LTFV within the meaning of the Antidumping Act, 1921.
Accordingly, on March 7, 1979, the Commission instituted investigation No.
AA1921-201 and, on the basis of its investigation, determined (Vice Chairman
Alberger and Commissioner Stern dissenting) that an industry in the United
States was being, or was likely to be, injured by reason of LTFV imports of
rayon staple fiber from Italy.

1/ It was determined by Commissioner Moore that an industry in the United
States was being or was likely to be  injured.

2/ Commissioner Stern's determination was limited to the importation of
commodity-type rayon staple fiber. Commodity~type rayon staple fiber includes
all rayon staple fiber except high—fluid-holding, sterilizable, and
high—-wet-modulus types. -

A-3



A-4

Description and Uses

Rayon is a manmade fiber produced by regenerating dissolved cellulosic
materials. Wood pulp is the most widely used raw material, but cotton
linters l/ may also be used. As a result of their mutual cellulosic vegetable
origin, rayon staple fiber resembles cotton in many chemical and physical
properties. In its natural state, it is white in color, moderately strong,
highly absorbent, and burns at a high temperature rather than melting.

Though rayon staple fiber may be manufactured through several processes,
the one most widely used, and that producing the type of fiber which is the
subject of this investigation, is the viscose process. Because this
investigation is only concerned with viscose rayon staple fiber, and since
this is the only process used in the United States and in Sweden to produce
rayon, viscose rayon staple fiber shall hereafter in this report be referred
to as rayon staple fiber. This process, which is illustrated in fig. 1,
begins with sheets of cotton linters or of specially processed wood pulp which
look like large pieces of thick, white blotting paper. The sheets are steeped
in caustic soda, shredded, then treated with carbon disulphate resulting in
orange crumbs called xanthate crumb. Dissolving this in a dilute caustic soda
solution produces a thick, honey-colored liquid called viscocse, which gives
the process its name.

After aging and filtering, the viscose solution is forced' through minute
holes of spinnerettes g/ into a dilute sulphuric acid bath, a process referred
to as spinning. The emerging continuous strands of fiber pass around a series
of wheels and through a series of baths which stretch and wash the strands.
The strands then go through a cutter which chops them into short, uniform
length fibers. The fibers are further washed and otherwise purified,
finished, dried, and packaged into bales, similar in size and appearance to
cotton bales, for shipment.

There are several different types of rayom staple fiber, each having
certain unique characteristics. Within what is usually known as regular rayon
staple fiber there is commodity fiber (the most extensively produced type) as
well as specialized types including sterilizable, high-fluid-holding, and
intermediate~tenacity fiber. Another type is high-wet-modulus fiber which
differs from regular fiber primarily in strength and elongation properties—-—
high-wet-modulus being the stronger and tending to stretch less, particularly
when wet. The tensile properties (strength and extensibility) of rayon staple
fiber vary along a continuum, with stronger fiber costing more to produce.
Some users of rayon staple fiber have the flexibility of selecting the best
available price-to-strength ratio to suit their needs. The fiber industry
provides general guidelines for fiber strength in terms of breaking tenacity,

1/ Cotton linters are short cotton fibers which remain attached to the
cotton seed after the initial ginning; they are usually removed from the seed
at seed-crushing plants.

2/ Spinnerettes are round caps or jets, usually of platinum or stainless
steel, containing holes through which solutions used to produce manmade fibers
are forced into a coagulating medium.

A-4
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Figure l.——Rayon-staple-fiber—manufacturing process.
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measured in grams per demier. The guidelines for the various types of rayon
staple fiber are as follows:

Breaking tenacity

Fiber type

aler se _0s ee

Standard f Wet
3 Grams per denier———————————
Regular tenacity : 0.7-2.6 : 0.7-1.8
Intermediate tenacity : 2.4-3.2 : 1.2-1.9
High-wet—modulus : 2.5~5.5 : 1.8-4.0

Information in this report is provided on high-wet-modulus fiber and on
regular fiber, the regular fiber category containing all types of rayon staple
fiber except high-wet-modulus. Although this two-way division deces not always
correspond to industry categorization pratice, it was done to parallel the
distinctions in the countervailing duty order.

All types of rayon staple fiber are made by the same basic process, the
differences a result of the grade and type of pulp used, the strength of the
chemicals, the length of aging periods, the diameter of the spinnerettes'
holes, and the equipment used in the stretching phase of production. The
equipment used—to stretch high-wet-modulus fiber must be heavier and stronger
than that used to produce regulatr fiber due to the higher strength of the
high-wet-modulus fiber. The versatile more modern stretching equipment (that
acquired since the early 1960's) can be used to produce all types of rayon
staple fiber and can readily be switched from producing one type to amother. 1/
Older equipment is less versatile and not capable of producing certain of the
specialty regular types of rayon staple fiber or high-wet-modulus.

Rayon staple fiber is spun into yarn either wholly of rayon or blended
with other fibers, primcipally cotton or polyester. The yarn is used to weave
or knit fabrics for a wide variety of apparel, home furnishings, and industrial
or other consumer uses. Rayon staple fiber is also used to make nonwoven 2/
fabrics, and surgical and sanltary products; a small portion of total
production is used for fiberfill, felt, flock, thread, rope, and cordage.

U.S, Tariff Treatﬁent

All imports of rayon staple fiber are classified under item 309.43 of the
Tariff Schedules of the United States (TSUS). A copy of the TSUS provision
for rayon staple fiber appears in appendix D. The current column 1 or

1/ Prehearing brief of Committee of U.S. Rayon Producers, February 1983.
2/ Nonwoven fabric is produced by bonding and/or interlocking fibers. The
term excludes fabrics which are woven, knitted, tufted, or made by felting

processes.
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most-favored-nation rate of duty is 6.6 percent ad valorem, and the column 2
rate is 25 percent ad valorem. 1/

The current column 1 rate of duty reflects the second stage of reductions
resulting from concessions granted during the Tokyo round of the multilateral
trade negotiations (MIN) conducted under the General Agreements on Tariffs and
Trade. The pre-MTIN column 1 rate of duty for item 30%9.43 was 7.5 percent ad
valorem. The staged reductions and their effective dates are as follows
(in percent ad valorem):

11
1

Effective Jan. 1—— Ratre

1982 7.1
1983 6.6
1984 6.2
1985 5.8
53
4.9

1986
1987

Imports from the least developed developing countries (LDDC's) 2/ have been
dutiable at the rate of 4.9 percent ad valorem since Jamuary 1, 1982.

Imports of rayon staple fiber are not eligible for duty-free treatment
under the GSP. é/ Like other unprocessed fibers, rayom staple is mnot
currently subject to lmport restrictions under the Arrangement Regarding
International Trade in Textiles, also referred to as the Multifiber
Arrangement (MFA). The MFA provides the legal framework for controlling the
level of trade of most textile and apparel articles of cotton, wool, or

1/ The rates of duty in rate of duty column numbered 1 are most-favored-
nation (MFN) rates, and are applicable to imported products from all countries
except those Communist countries and areas enumerated in general headnote 3(f)
of the TSUS. However, such rates would not apply to products of developing
countries which are granted preferential tariff treatment under the
Generalized System of Preferences (GSP) or under the "LDDC™ rate of duty
column. The rates of duty in rate of duty column numbered 2 apply to imported
products from those Communist countries and areas enumerated in general
headnote 3(f) of the TSUS.

2/ The LDDC rate reflects the final U.S. MIN concession rate for an item,
without the normal staging of duty reductioas, applicable to products from the
LDDC's enumerated in general headnote 3(d) of the TSUS.

3/ GSP is a program of nonreciprocal tariff preferemces granted by developed
countries to developing countries to aid their economic development by
encouraging greater diversification and expansion of their production and
exports. The U.S. GSP program, enacted under title V of the Trade Act of
1974, was implemented by Executive Order No. 11888 in Januwary 1976 and is
scheduled to expire on Jan. 4, 1985.
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manmade fibers among the signatory parties. However, article 12 of the MFA
provides a mechanism for controlling "artificial and synthetic staple fiber”

(along with certain other items) should conditions of market disruption be
found to exist.

U.S. Producers

Three firms in the United States——Avtex Fibers, American Enka, and

Courtaulds North America-—currently produce rayon staple fiber. They have
been the sole producers since 1971 when another firm, Beaunit Corp.,
discontinued production of this fiber.

Avtex Fibers

Avtex Fibers (Avtex) is the largest U.S. producer of rayon staple fiber.
Avtex produces both regular and high-wet-modulus rayon staple fiber in its
plant in Front Royal, Va., where it also produces industrial rayon filament
yarn. 1/ Avtex's research and development facilities are a@lso located in
Front Royal. Until February 1980, Avtex also produced regular rayon staple
fiber in a plant in Nitro, W. Va., which was closed for ecomnomic reasomns.
Avtex owns three plants in Pennsylvania in which it produces polyester
filament yarn, acetate yarm, vinyon staple fiber, and spinmerettes.

Though Avtex, a privately owned company, has been in existence only since
1976, its history dates back to 1910. In that year, Courtaulds, Ltd., of the
United Kingdom, began production of rayon filament yarn at Marcus Hook, Pa.,
under the name of the Viscose Co. In 1937, the Viscose Co. changed its name
to American Viscose Corp., but continued under the ownership of Courtaulds,
Ltd., until 1941, when the British Government pledged the assets of the
company to U.S. bankers for munitions fimancing. These assets were
subsequently sold to the U.S. public, and American Viscose operated as an
independent company until 1963, when it was acquired by FMC Corp. In July
1976, Avtex was formed; it purchased all of the assets of FMC's Fiber
Division, excluding the Fredericksburg, Va., plant, which is essentially a
cellophane-producing facility.

American Enka

American Enka (Enka) produces both regular and high-wet-modulus rayon
staple fiber in a plant in Lowland, Tenn. EnKa also produces nylon staple
fiber and nylon and polyester filament yarn in the Lowland plant. Enka has
other plants in North Carolina, South Carolina, and Tennessee in which it
produces nylon and polyester yarns and fibers and polypropylene film.

1/ Long, continuous strands of rayon fiber.
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Enka is a division of Akzona, Inc., which was formed in 1970 by the
merger of three North American companies in which AKZQO Chemie Verkoopkantoor
K.V. (AKZ0), located in the Netherlands, had controlling interest. AKZO
produces rayon, polyester, and nylon fibers worldwide. Prior to this merger,
Enka had operated independently as the American Enka Corp. Enka began
production of rayon continuous filament yarnm at Enka, N.C., in 1929 and at
Lowland, Tenn., in 1948; in 1957, Enka introduced rayon staple capacity to its
plant at Lowland, Temn. On July 15, 1974, Enka announced that it would cease
production of rayon filament yarns at the Lowland plant and comvert part of
its yarn capacity to staple.  Enka closed its Enka, N.C., plant in 1975 after
46 years, citing reasons such as depressed rayon filament yarn prices,
increased costs, and the expense of mandatory pollution control programs.

Courtaulds North America

Courtaulds North America (Courtaulds) produces only regular rayon staple
fiber in its plant in Le Moyne, Ala. In an adjoining plant, Courtaulds
produces nylon filament. Im 1910, Courtaulds' paremt company, Courtaulds,
Ltd., United Kingdom, known at the time as the Viscose Co., successfully
introduced the first commercial production of viscose rayon in the United
States. In 1941, lend-lease agreements required Courtaulds, Ltd., to give up
ownership of the company as described in the preceding discussion of Avtex
Fibers. Im 1952, Courtaulds reentered the U.S. rayom staple fiber market and
resumed production of staple in its then—mew plant in Le Moyne, Ala.
Courtaulds® parent company is probably the largest rayon producer in the
world, with operations in 25 countries through 400 associated companies.

Channels of Distribuiion

Virtually all rayon staple fiber, whether domestically produced or
imported, is sold directly to the user whether it be a yarn spinner, integrated
textile mill, nonwoven fabric producer, or manufacturer of surgical or
sanitary products. The chief exception is the small share of imports which
are of second-quality fiber and U.S.-produced second—quality fiber and waste.

A portion of these types of fiber is sold to fiber processors that blend the
seconds and waste with other fibers and then sell this product for use as
furniture or mattress stuffing and to produce upholstery and industrial
fabrics (mostly substrate fabrics which are coated with, or laminated to,
rubber or plastics).

Exports of U.S.~produced rayon staple fiber are either sold directly to
foreign manufacturers by the U.S. producer or purchased by foreign wholesalers
which subsequently sell to manufacturers. Exports are generaly sold om a
f.a.s. 1/ basis, with the purchaser responsible for overseas shipping,
insurance, and other cost.

1/ F.a.s. (free alongside ship) basls means that the invoice value of the
merchandise imncludes the transaction price, inland freight, insurance, and
other charges incurred in placing the merchandise alongside the carrier at the
U.S. port of exportation.
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U.S. Importer

Lyon, Schenck, Steck, Associates, a privately owned firm in Greensboro,
N.C., is the sole U.S. importer of rayon staple fiber from Sweden. The firm
serves as a manufacturers' representative, primarily engaged in selling yarn
to the textile industry. The only fiber they deal with is rayon staple fiber
from Sweden, which they have been importing since 1977. They state that their
customers for rayon staple fiber are primarily small, privately owned firms
which appreciate the services and personal attention they receive by
purchasing from a small firm such as Lyon, Schenck, Steck, Associates.

Condition of the U.S. Industry
U.S5. market

The U.S. market for rayon staple fiber is primarily based on demand for
apparel, draperies, upholstery, slipcovers, and nonwoven medical, surgical,
and sanitary products. In 1981, these uses accounted for over 75 percent of
end use consumption for U.S. domestic shipments of rayon staple fiber. 1/
Apparel accounted for approximately 27 percent of the total, home. furnishings,
for 28 percent, and nonwoven medical, surgical, and sanitary products, for
another 28 percent.

Industry sources estimate that virtually all of the high-wet-modulus
fiber produced in the United States is used to produce fabrics for apparel.
_Most of this consumption is in fabries of blended yarm, primarily rayon
blended with polyester, but there is also a significant amount of blended
rayon/cotton yarn used in apparel fabrics. Most of the remaining market for
high-wet-modulus fiber is used in specialty nonwoven fabrics particularly
disposable wiping cloths, where wet strength is important.

Regular rayon staple fiber is used to a large extent in apparel fabrics.
Like high-wet-modulus fiber, it is most often blended with polyester or
cotton; but some special fabries, particularly challis<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>