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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.
Investigation No. 104-TAA-20
CERTAIN CASTOR OIL PRODUCTS FROM BRAZIL

Determination

Based on the record 1/ developed in investigation No\04-TAA-20, the

materially injured by reason of imports o ena castor oil (HCO), as

provided for in item 178.20 of the Tdriff Schedules \of the United States

(Tsus), from Brazll if the countervail\ order re to be revoked. 2/

The Commission further determines at an "-ust evUnited States would

Qi;gir';oxystearlc acid (HSA), as
§> il if the countervailing

be materially injured by

duty order was issued, on March 16, 1976,
that was conducted by the U.S. Department of

P Corp. filed a countervailing duty petition on

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

2/ Commissioner Stern determines that industries in the United States would
not be materially injured or threatened with material injury, nor would the
establishment of industries in the United States be materially retarded, by
reason of imports of certain castor oil products (HCO and HSA) from Brazil, if
the countervailing duty order covering such imports were to be revoked.



On July 17, 1981, the Brazilian Government requested the U.S.
International Trade Commission to review the outstanding éountervailing duty
order under section 104(b)(1) of the act to determine whetﬁe; an industry in
ened with material _
retarded by

the United States would be materially injured, or threat

injury, or the establishment of an industry would be mat

reason of imports of certain castor oil products from Bra

outstanding countervailing duty order applic t or 0il products
were to be revoked. >According1y, on sepﬁember 1983, the Commission
instituted investigation No. 104-TAA-20, Certain Castor Oivl‘ Prngg;s from
Brazil. Q ‘

Notice of the institution of the Commission'gjuves 'éation was given by

posting copies of the notic etary, United States

.@ and by publishing the notice

F.R. 45479). A public hearing

in connectiog i the {nvestigation eld on December 8, 1983, .an'd the
Commission \voted on investigat n public session on January 18, 1984.

&

International Trade Commissd

in the Federal Regcis ‘



VIEWS OF THE COMMISSION

On the basis of the record developed in investigat No. 104-TAA-20, we

determine that industries in the United States wggld ially injured by
reason of imports of certain castor oil products B the

countervailing duty order covering such i s w to\be revoked.

A Commission determination under section 104 is prospective in nature.

ive analysis, it is

necessary to consider, a;§;§§§§Q;: actors, gggtgyst and present performance

of the domestic industryy, iti %petition in the relevant

markets, including ; fi rzgigﬁkle the order was in place,‘and the
<Z§§B> ntervailing duty order.

order were to be revoked. 1/ making this pr

likely i o

producers as a whole of a like product, or those producers whose collective
output of the like product constitutes a major proportion of the total
domestic production of that product.” 3/ "Like product" is defined in section

771(10) as "a product which is like, or in the absence of like, most

1/ 19 U.S.C. § 1671 note (Supp. IV 1980).
2/ Sec. 104(e) of the Trade Agreements Act of 1979, 19 U.S.C. § 1671 note.
3/ 19 U.s.c. § 1677(4)(A). '



4
similar in characteristics and uses with, the article subject to an
investigation . . . ." 4/
The imported articles subject to this investigation are hydrogenated

castor oil (HCO) and 12-hydroxystearic acid (HSA). Both of these products are

hydrogenated castor oil derivatives. Both products are hard, ittle waxes
with narrow melting ranges. 5/ They are used largely a§>ad-

heavy-duty lubricants when increased performance under te atdres is

required. 6/ The increase in performance provi these castor oil

derivatives makes them uniquely suitable for such uses\
Each of the products, however, has dis\ti e characteristics and uses.
HCO is produced by pumping hydrogen gas\into c asto ilNat high

temperatures. 8/ HSA is produced b processi 0 remove

glycerine and is, therefore, mor sive) than HCON\9)) As an additive in

lubricating greases, HCO prowides .a larQizfa t ;% and the inclusion of
r certain lubricants. HSA as

an additive pro ows incorporation of other fatty

perv%éizi5 o water, which makes HSA more
i bricants. 10/
Q —

ences in characteristics and uses, we

acids, and establishes

e separate like products. The domestic products

imported are HCO and HSA. Accordingly, there are

19 U.S.C. § 1677(10).
Commission Report at A-4 (hereinafter "Report").
Id.
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two domestic industries, each consisting of the respective HCO and HSA

operations of the two domestic producers of these products, Union Camp and

CasChem,_Inc.

Condition of the industries

A number of economic and financial indicators show th the domestic

<

industries are experiencing difficulties. 11/ These .diffi t are the

ee c firms
1974 and 1980, 13/ and

‘CasChem has largely withdrawn from thé mérchant sa of HCO and HSA since

A\

continuation of a long-term trend. 12/ 1In

discontinued production of these products betwe

1982. 14/ 15/

HCO

Domestic consumption

in 1980 to 18.1 million\po

11/ Becaus \§§§E>producers, nearly all of the data
relevant i on are confidential. Our analysis,
therefore, |i i g 1 terms.

f HCO and HSA from Brazil increased
80. See Post Hearing Brief filed on behalf
ote 31, infra.

the General Counsel, U.S. International Trade
9, 1984, The Commission received financial information
CasChem was unable to provide financial information for

15/ CasChem's importations of the subsidized Brazilian HCO and HSA in 1982
and 1983 fall within the related-party provision of sec. 771(4)(B) of the
Tariff Act, which authorizes the Commission to exclude from the domestic
industry, under appropriate circumstances, those domestic producers that
import the merchandise under investigation. However, we decided not to
exclude CasChem from the domestic industry because (a) financial information
on CasChem's HCO and HSA operations was not obtained, so exclusion would not
alter the financial data base, and (b) the exclusion of CasChem's production
and shipments data would distort the market-share analysis because of the

significance of CasChem's contribution to shipments and their own consumption
of HCO and HSA.



pounds in 1982. 16/ Consumption during January-September 1983 was nearly
one-fifth less than that during the corresponding period of 1982, 17/
Domestic production of HCO for domestic consumption 18/ experienced a net
decline of nearly one-third from 1980 to 1982 after increasing with

consumption in 1981. 19/ It increased only slightly in the inhterim 1983

period over that in the interim 1982 period. 20/

Prices of the domestic HCO declined througho

1982 to January-September 1983. 22/

HSA

Domestic consumption of HSAin -as--<2ignifg§§gg , from 6.2 million
pounds in 1980 to 7.6 millil 19 <Eain, albeit marginally,
from 1981 to 1982. 23/ (gzye nsu ing January-September 1983

=X @\

ic pr i <¥§§:§9 estic consumption is derived by

duction. This indicator, rather than
i$ the most accurate indicator of the level of
the’U.S. market because much of CasChem's
s¥of HSA were for its own consumption, and
n domestic shipments, and because U.S. exports are

nd 10

.ﬁ/ _IS. at A-29-

2/ Id. at A-19. More than 80 percent of the cost of producing HCO and HSA
is”accounted for by the cost of castor oil. Transcript of the hearing at 57.
Thus, the profitability of HCO and HSA operationms is highly dependent on the
relationship of the market price of castor oil to the market prices of the
derivatives. Even a small change in the price received for one of the
derivative products can have a substantial effect on the profitability of that
product. The declining gross margins indicate that Union Camp was not able to
achieve price increases at the level needed to offset rising costs.

23/ Report at A-27, table 13.




-

period was almost one-fifth less than that during the corresponding period of
1982. 24/ Domestic production for domestic consumption rose at a greater rate
than consumption from 1980 to 1981 before declining by almost one-quarter in
1982 to its 1980 share of consumption. 25/ Domestic production for domestic

consumption and its share of the market increased sign'cantly in the interim

1983 period over such aspects in the interim 1982 pe
domestic HSA declined throughout the period of i
Camp's gross margin ratios on HSA were si ican

than in 1980 and January-September . 28/

—"

Likely effects of imports if the orde g;\>e oked
| N/
In this investigation, the Commission mus rmine whether the domestic

e ‘e -ﬁ%>that(§h§§:§§;tervailing duty order were

to be revoked. The dgmestic\li stri Qg%i};%;ng injured by subsidized

imports which accg

are of these markets. It is

AN\

ﬁ. a$
Id. at A-20. See footnote 22.

e———

29/ Chairman Eckes further considers the expected increase in the level of
imports if the order is revoked in light of any additional cost advantage
aftorded the imports by the removal of the order. Due to the current
vulnerable position of the domestic industry, any incremental advantage to be

gained by the imported products will cause further injury to the domestic
industry.




relevant, since they provide a basis for forecasting a continuation of the
injury into the future. 30/

During the period under investigation, imports from Brazil df both HCO
and HSA increased. 31/ U.S. imports of HCO capﬁured an increasing share of

the U.S. market during 1980-82, accounting for over one-hal f domestic

consumption in 1982, before declining in January-September
those in the corresponding period of 1982. 32/ Imports
also increased from 1980 to 1982, accounting fo

domestic consumption in 1982. 33/ In January-Septem

ssion has analyzed the

. . . . 1%2, thégggzg
effect of a change in the cdg S i u iCt rate on imports as an
. : G

avior of imports in the

Haggart in sec
Brazil,

R iports of HCO and HSA from Brazil for the
; ombined basis and in approximate terms, shows
mports in SN bstantially between 1977 and 1980. Pre-Hearing

in”market share have been attributed to a
in the castor bean harvest in Brazil which, in turn,
d’production of castor oil and forced up prices for Brazilian castor
@1l products. The vagaries of the weather, always a factor where agricultural
“‘Fucts are concerned, cannot be predicted, Thus, this l-year decline in
cagtor oil production provides no basis for prediction of future market
conditions. Report at A-24-A-25.

33/ 1d at A-27.

34/ 1Id. See note 32, supra.

35/ Id. at A-29-A-33.




market. 36/ 1In the instant investigation, the deposit rate was changed from
8.5 to 2.53 percent as of December 24, 198l. 37/ Subsequently, imports from
Brazil of each of these products rose in 1982 from their 1981 levels.

Furthermore, margins of underselling in 1982 versus those in 1981 were, on

average, 59 percent higher for HCO and 33 percent higher HSA. 38/
On Séptember 8, 1983, the Department of Commexge, (

section 751 administrative review, determined that

shipments entered after September 8, 1983, be

valorem. 39/ Under these c1rcumstance s~and in 11 of our analysis of the
36/ See, e.g., Certain Scissors®and Sh om Bra Inv. No. 104-TAA-19,

USITC Pub. No. 1456 (1983).

37/ 46 F.R. 62487 (Dec. 24, 19

38/ Report at A-29, table 14,
further in establishing a 1
deposit rate and the immedi
Brazilian imports.

39/ The Department of Gommig i : -m1nar11y determined
concurrently with thi i i hat the aggregate net subsidy
conferred by the 5 percent ad valorem for the
period from 1981. 48 F.R. 49320 (Oct. 25,
1983). Fo a cash deposit of estimated
countervai as calculated an amount of 0.40
percent. considered to be de minimis, a cash

: after the date of publication of a final

s amount remain unchanged in the final
june 26, 1981, the Government of Brazil has been
exports of castor oil products to the United
9idy effects of an export credit program. The fact
imposed an export tax which may effectively reduce
bsidy to a de minimis amount does not compel revocation of
It should be emphasized that this is only a preliminary
finding which is subject to change in Commerce's impending final 751 review.
Even if the de minimis deposit rate should be upheld in the final
etermination, under the bifurcated process mandated by the statute for
countervailing duty investigations, it is more appropriate under the facts
here that possible revocation of the counterviling duty order based on the
existence of the export tax be considered in the context of the Department of
Commerce's administrative review process. That process (19 CFR 355.42(b))
allows any interested party to apply to the Secretary of Commerce for the
revocation of the order should a final de minimis finding of Commerce remain
unchanged for at least a 2-year period following its publication.

table irman Eckes goes
éé’the t reduction in the
titiveness of the




10

historical data set forth above, revocation of the countervailing duty order

cannot be justified. 40/

In past section 104 investigations, the Commission has considered

statements by foreign exporters and producers regarding their future

capabilities and export intentions. 41/ 1In this investigati although

information regarding the capabilities of the entire ngzi

not provided, 42/ one foreign producer, SANBRA, has st

ot foreign

and accounted for a

d exporters
is investigation.
i j er Brazilian sources
leads to the conclusion that\i %ﬁ:f%%ii} 1 continue to capture én
increasing share of the Qg§§:§> oducts in the future.
Accordin ywe de i

phie domestic industries producing

HCO and HSA, respecti

produ from Bra ntervailing duty order covering these products
2f%6‘&{\\x evoked.
irman Ec her establishes that if the countervailing duty order
revoked, importers of Brazilian HCO and HSA would receive an

al competitive advantage which would further enhance their capability
o undersell domestic producers and increase their share of the domestic

ket. Because the Brazilian imports of HCO and HSA have such a large share
of the domestic market already (over one-half of the HCO market and almost
three-fourths of the HSA market), any increase in imports resulting from the
incremental competitive advantage received from revocation would materially
injure the domestic industry. ' .

41/ See, e.g., Certain Scissors and Shears from Brazil, Inv. No. 104-TAA-19,
USITC Pub. No. 1456 (1983).

42/ Report at A-26, A-28.

43/ Submission in behalf of SANBRA dated Jan. 9, 1984.
44/ Report at A-24, A-25. ‘

10
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VIEWS OF COMMISSIONER PAULA STERN

This dissent stems from a fundamental disagreement with my
colleagues as to the role of the Commission in section 104

investigations. It is based upon a finding thakx if this

countervailing duty order were removed, any e\injury

s <§§§§;b agtor oil
subsid enjoyed by

experienced by the domestic industr

products would not be due to th

imports from Brazil. Nor,

the order have a materially\s

industries' ability to Cempete gssf these imports.

\
ve nganta <§§ZED azilian imports
SIS ch canno attributed to the

d€ min qubsidies attributed to

ts from Brazil command a clear

asfor o
age because of considerably lower

, and transportation costs. These cost

parent in the ability of importers of the
Brazilia ts to undersell domestic producers by margins
whigh tially exceed the countervailing duty, either in
terms of’ the net subsidy or the estimated duty. The market for
these products is mature, other domestic manufacturers have
ceased prdduction in this country for reasons other than
subsidized imports, and the remaining domestic producers have

recently begun to import these products because it is more cost

11
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efficient. The aggregate net subsidy for these products has
been almost completely phased out, and the Brazilian Minister
of Finance assured the Department of Commerce that the
of fsetting export tax would remain in effect, even the event
that the duty were removed.
<

Furthermore, under the statutory framewor .q§z>

Commission interpretation of the statut nce countervailing

duty is outstanding, it is assumed that any sidy~related

‘ er. Thus,
N
experienge fficulties,
whatever injury resulltegd f Qgégaﬁ}actices has been
remedied by the in effect. The mere
presen i stry does not justify the
continuation ofr\a\sount duty order when the injury is
e

n6t cause u r de practice which the duty is
<
@ ided to off

12
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Countervailing Duty Legislation,
the Trade Agreements Act and the Material
Injury Test Under section 104(b)

Prior to 1934, U.S. trade policy was based on the use of

benefitting products export the Uni States was

perceived as a technique for ing the U.S. tariff for the

particular products. 2 t was lo ultimately
led to the enactment é: a ouQServaiQ§> :i§ statute to
protect the effec e of th S. iff by offsetting or
<

"counterva gréign Subs which could compromise the

effect g@%
NN
/ on the Interpretation and Application of

Arti , 'XVI, and XXIII of the General Agreement on Tariffs
and Tr . .

2/ W. B. ¥elly, Jr., "Antecedents of Present Commercial
Policy, 1922-1934," in W. B. Kelly, Jr. (ed.), Studies in

United States Commercial Policy (Chapel Hill 1963).

3/ G. N. Horlick, "Current Issues in the Countervailing Duty

Law,” in H. M. Applebaum and A. P. Victor, The Trade Agreements
Act of 1979 -- Four Years Later (New York 1983), 7, 11. '

13
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In 1934, U.S. trade policy changed emphasis. The new

policy was based on negotiated reductions in tariffs and

most-favored-nation treatment for imports. 4/, Th
countervailing duty statute was not repealeg> b ionale

for the statute shifted from one of protect e
effectiveness of the tariff to one tect . producers
from "unfair” foreign competition.—-
[N]o U.S. manufacturer) fo-matter how
efficient . . . fwas] ysition
compete effectiv against-the su
resources of a foredgn governme
Even if a par ndustry Wz;i;b
i d oéiy margina by
dividual ers

0
r{h

i/ Af;:§§%6rld War II, this policy became institutionalized
in the creation of the General Agreement on Tariffs and Trade,
Oct. 30, 1947, 61 Stat. A3, T.I.A.S. No. 1700, 55 U.N.T.S. 187.

§/ M. J. Marks and H. B. Malmgren, "Negotiating Nontariff '
Distortions to Trade,” 7 Law & Pol'y Int'l Bus. 327, 347
(1975). The countervailing duty statute was amended to cover
duty-free merchandise by section 331 of the Trade Act of 1974.

14
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The United States practice of countervailing dutiable
imports automatically upon the receipt of a petition from a
complaining domestic industry was inconsistent with the

obligations of Article VI of the General Agfeement on Tariffs

and Trade. 6/ The GATT required that a ma
- <

be met for the domestic industry in the &G untry

injury test

before a countervailing duty co
United States agreed to negotiate i countervailing duty law

to provide a material injury t for dutiable imports. 8/

In 1974, an amendment ount ing duty law
authorized the Secrets f the Tre oWwaive the

;%>duti d g the four-year

,<§§§§§i§$%ermined that:

O

<E§§;ifhé8>icle vfﬁ%%iggz}zArr requires that the domestic industry
Y O

mportation must be materially injured or
threatene-'§1 \ fiaterial injury before the importing country

can im.."\ pervailing duties legitimately.
7/ grandfather clause for pre-existing legislation
pre bhed “the United States from being in violation of the

G;F\Q; Article VI of the GATT is subject to the Protocol of
Provisional Application which provides that Part II of the GATT
is subject to existing national legislation.) By the beginning
of the Tokyo Round of multilateral trade negotiations, however,
the United States had been relying on the technical defense of

pre-existing legislation for nearly thirty years.

8/ U.S. Congress, Comm. on Finance, 96th Cong., 1lst Sess.
11979).

15
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o adequate steps had been taken to reduce substantially
or eliminate during such period the adverse effect of
a bounty or grant which he has determined is being
paid or bestowed with respect to any article or
merchandise; and

o there is a reasonable prospect that . . . successful
trade agreements will be entered into with reign
countries or instrumentalities providing for\the
reduction or elimination of barriers to or -eth
distortions of international trade; and

the imposition of the additional

countervailing duty orders in effect on January 1, 1980, as
long as the exporting nation was recognized by the Executive to

have undertaken the obligations of the code in its trading with
the United States. It is under this section that the current

investigation of castor o0il products from Brazil was conducted.

9/ 19 U.S.C. 1303(d)(1976). 6

19/ Title I, Section 101, of the Trade Agreements Act of 1979
amended the Tariff Act of 1930 by adding a new Title VII
thereto.
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The Statutory Directives
Under Section 104(b)

Hence, under the statute the Commission is directed to

determine whether the revocation of a countervailing duty order

in effect on January 1, 1980, would result in ma ial injury
or the threat of material injury to U.S.<}ndu T
Specifically, the statute directs thé C <§§i3§> determine
whether --
(A) an industry in the\United States
(i) would be materi \jured,
(ii) would be reatenec h ma i
injury, or
(B) the es nt ofan in gg;igb the
United s_yould be materially
3 of g& of the
e
»-t ;giifsf f the order
Igfi;ééifn this e are several requirements.
Fi the /statyte ovides that the Commission forecast
hether an ould be materially injured by reasomn of
imports erchandise covered by the order in the event

that er were removed. Thus, the Commission's analysis

is essentially prospective. 11/

ll/ By analogy, the standards applicable to an analysis of
"threat of material injury” in a Title VII investigation are

~ also relevant to a section 104 investigation. Specifically,
the Commission must not base its determination on mere

supposition or conjecture, or on speculative assumptions. See
S.Rept.No. 249, 96th Cong., 1lst Sess. at 88-89. Alberta Gas

Chemicals v. United States, 515 F. Supp. 780, 791 (C.I.T. 1981).

17
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Second, the same standards for determination regarding
causation under Title VII apply under section 104(b). The

Commission's mandate in this regard is clear: it is to

will be by reason of the imports covered by 5§e o

case, imports benefitting from a 1.72 percent
1979, 2.22 percent in 1980, and preli ily,\a net subsidy of
3.75 percent in 1981. 12/

Third, once a remed;al counter ng duty order is -
outstanding, under the stat ry fr , problems

experienced by domestic p

%hould no % tributed to

subsidized imports co order. \Indeed, the

Commission general a ed,<§§;é>t %%hold matter, that
industry has been

the duties have been

t subsidy estimated by the Department of
ual cash deposit required of importers (which

the net subsidy that was subsequently found)
nt during January 1982 through September 8, 1983,
0.82 percent since September 8, 1983, and preliminarily
determined to be a de minimis amount of .4 percent, which is to
be waived if in Commerce's final determination, the rate
continues to be less than .5 percent.

l}j 19 U.S.C. 1671(e)(a). See also C.J. Tower & Sons V.
United States, 71 F.2d 438 (C.C.P.A. 1934), the court held that
antidumping duties were not penalties. The same reasoning, by

analogy, applies to countervailing duties. Compare the Views
of the Commission, Unprocessed Float Glass from Belgium and

Italy, Inv. nos. 104-TA-11 and 12, USITC Pub. 1344 (February
1983), at 5. :

14/ See the unanimous negative determination in Unprocessed 18

Float Glass from Belgium and Italy ("Float Glass”), Inv. Nos.
104-TAA-11 and 12 (USITC Pub. 1344), February 1983 at 5.
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In determining the material effect of a countervailing
duty order on a domestic industry, the Commission has in
previous investigations considered the following factors: (1)

increased or
5 the trends
oY,

the amount of the duty, and whether the dut

decreased since imposition of the order, 1

&

in import volume and market share, 16/

N

- Q

8-9 and 11-13;
Galvanized Fab ggggig nits from Italy, Inv.
No. 104-TAA- Dec er 1981) (Views of
rs Calhoun, Stern, and Eckes)

. 104-TAA-6 (USITC Pub.
irman Alberger and

: ie
Youn n\gnd Eckes) at 5 and Certain
lan o. 104-TAA-3 (USITC Pub 1165) (July
f Chai berger and Commissioners Bedell and
5§£§§§8 the trend in the duty may also involve
¥, ch

es or trends in the underlying subsidies.
ke fact that a subsidy or a subsidy-derived

2 phased out has obvious importance to our
lysis. 1In this investigation, the trends in the

bsidy programs are declining. The government of

\TPI export credit program, and has also taken corrective
actions offsetting the preferential finance program for
exports. A recent arrangement with the IMF has had the effect
of phasing out subsidy programs as well.

16/ However, where revocation of the order would result in no
or little price effect, the Commission has given less weight to
the fact that the volume of the imports is increasing or may
increase, because such an increase could not fairly be
attributed to revocation of the countervailing duty order. See
Certain Spirits from Ireland, supra, n.4 at 8.

19
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and to what extent the imports compete with the domestic
product, and (4) the competitive advantage, if any, that the

imports would derive from the lifting of the duty. This last

factor is particularly relevant to the central quest of the

inhibiting price effect of the order on importggs a n
whether injury would occur if the countervaili <3§§§§>

were removed. }Z/

@
D

\&

er resulting from
is not always necessarily
e imported good, I am assuming
tigation in order to give the
pportunity to establish that there
owever, in some previous cases, the
so tiny that the Commission has
3 not provide an incentive for the
e price of the goods. See, e.g., Certain
and, supra, n.4 at 8. Similarly, where the

argin by which the imported product undersells the domestic
product, the Commission has found that the subsidized imports
were not causing or threatening to cause material injury. See,
e.g., Certain Zoris from the Republic of China, Inv. No.
303-TA-1 (USITC Pub. 787) (Sept. 1976) at 7; Unlasted Leather
Footwear Uppers from India, Inv. No. 701-TA-1 (USITC Pub. 1045)
(March 1980), Views of Chairman Bedell and Commissioners Moore
and Stern at 6 and Views of Vice Chairman Alberger and
Commissioner Calhoun at 14.

20
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Facts of this Case

The imported products subject to this investigation are
) hy@rogenated castor oil (HCO) and 12-hydroxystearic acid
(HSA). Both are castor oil derivatives. There has been
yirtually no production of castor oil in the United States

S

since 1973, when government price suppor tepr beans

1 su the United
zil. 9/

A fraction of the impdrted castor 1l is consumed in the

were terminated. 18/ All casto

States is imported, primarily from

U.S. production of HCQ and / How , castor oil
accounts for between ei y and ninet cent of the cost of

21/

producing HCO

tkgation, three domestic

> Hardesty of Jenkinstown,

has not exported castor beans since 1968, when the
barked on an industrialization program which included

the de lopment of the castor oil industry. Since that time,
Brazil has advanced vertically in the production of castor oil
products and exports only castor bean derivatives to the U.S.

market. (Report at A-24 and A-3.)
20/ Report at A-3.
21/ Post-~Hearing Brief filed on Behalf of Sociedad Algodocira

Do Nordeste Brasil (December 16, 1983) at 11. (Respondents'
Post-Hearing Brief.)

21
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Pennsylvania, terminated production of castor oil derivatives
in October 1980. ggj CasChem, Inc. of Bayonne, New Jersey,
has withdrawn from merchant bulk sales of HCO and HSA, but
remains a specialty supplier of the domestically-produced
products. It markets imported products for<the (balk product
market. 23/ As a result, it is a si i <§i@3§§ of HCO,
and almost an exclusive importer of HSA. 4/ e Yemaining

[

22/ Report at A-8.
production in 1974
growing castor beans

‘® by these other
record indicating

CO and HSA because of
estimony that the HCO/HSA
th potential. (Transcript at
nt's Post Hearing Brief at 1,

tter from Paul H. Elkins, Vice
<€asChem, Inc., to Sheila Landers, Office

he bulk product, and that removal of the countervailing duty
order would not affect the Brazilian advantage in production of
HCO and HSA to any extent. See January 17, 1984, memorandum to
file from H.L. Gooley, Office of Economics, USITC.

24/ See Memorandum from the General Counsel, Certain Castor
0il Products from Brazil, January 13, 1984. Also, Report at
A-8 .
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domestic producer, Union Camp Corp., Wayne, New Jersey,

produces HCO and HSA in its Dover, Chio plant. gé/ Union Camp

Corp. also imports HCO and HSA from Brazil. 26/

&\%

25/ Report at A-8.

the subsidized merchandi , ¢ stry in
"appropriate circumstange hble legislative
guidance on the f : T tances. Previous

Commission pract
percentage of d

ors as the
represented by the producers
g ﬁbmestic producer has
o00ds to benefit from the

’\\.‘) within the marketplace; and

&> related domestic producer

that is, whether it is being
tition. The Senate Report on the
Ade Agreements Act of 1979 gives an
ts\of related U.S. producers not competing
roduction as an example of a situation in
donvis appropriate. Senate Finance Committee
at 83. Since 1982, CasChem has become

an be argued that the company could be excluded under
the related parties provision. Alternatively, it might be
argued that since CasChem constitutes more than half of
domestic production of HCO, excluding CasChem would result in a
distorted view of the condition of the HCO domestic industry.
Whether or not CasChem is considered a related party, any
analysis of the facts in this case discloses that the inclusion
or exclusion of a domestic producer from the industry is
immaterial, and the industry would not be affected by the
revocation of the countervailing duty order.

23
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Condition of the Domestic Industries and
Causation of the Domestic Industries' Difficulties

The domestic producers in this investigation have

experienced economic and financial hardship during the entire

period under investigation. Their market share has de

S

production and shipments have declined, g§f and \op

eased, 27/

losses were reported in 1980, 1982 and

period. 29/ None of these difficulties,

be

attributed to subsidized imports
countervailing duty order has been\i g any

injury related to these import

industry has argued that the Department of
ation may not fully reflect the subsidization

p ts. The Commission has no statutory authority
to look behind the Commerce Department's annual reviews
conducted under section 751(a) of the Tariff Act. The
bifurcation of functions between the Commission and the
administering authority has been upheld by courts whenever put
into issue. Compare, Manuli Tape, Inc., et al. v. Daniel
Minchew, Chairman of the United States International Trade
Commission, et al., Civil Action 77-1152, U.S. District Court
for the District of Columbia (Memorandum Order, July 20, 1977).

24
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Rather, an analysis of the conditions of competition
bétween~Brazilian and domestic producers indicates thatA
Brazilian products enjoy considerable cost advantages due to
the location of the raw material for the products in Brazil, 31/

lower costs of production due to vertic%%>int tion, 32/
lower labor costs, 33/ and lower transpo £§j§§§§§3§ to the

principal U.S. regional markets. In € Brazilian

castor oil industry enjoys a comparatiwe\advawmtage over U.S.

This comparative learly de strated in an

analysis of pricing o one domest ucer and major
importers. Impor zz§§§§é§P§>HSA ugggggo d the domestically
produced produ ins n, fﬁlly exceeding the
Brazilian s -.Q es d quarter of the period
ted / rices of one domestic producer
A O§§§§
31/\@% t ar Ac340
S S
32/ Repo .

t“"A-33. Post Hearing Brief filed on behalf of

34/ Report at A-33 - A-36. While exact figures are
confidential, input and freight cost advantages alone surpassed
the amount of the Brazilian subsidies throughout the period
under investigation.

35/ Report at A-29, A-30, A-31. Exact figures are
confidential. Furthermore, these margins of underselling were
even greater than the amount of the actual duties collected.
See note 12 supra.
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are compared with a major importer of the Brazilianm product,
margins of underselling ranged between two and five times more

than the Brazilian net subsidies. Similarly in the case of

HSA, margins of underselling ranged between thre
six times more than the net subsidies. 3&5
‘domestic producer are compared with import

domestic producer, the margins of ell

higher. 37/ Clearly, the ability of the\Brazilian producers

§§/ Report at A-29,A-30, A-31.

37/ See Report at Table 14 and Table 15, pp. A-29, A-30, A-31.
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No Material Effect of the
Countervailing Duty Order

The minimal amount of the duty deposited by importers over
the course of the period reviewed in this investigation has
already been discussed. §§j Significantly, 'nce December 24,

1981, the cash deposit required was aC meré cent. This

amount dropped to .82 percent in and in March

ina finding of a de

, no duty will be

et sidy from 1.72 percent to
&

giig@ investigation was indefinite
in ' woul %g;§§§>affected by the revocation of the
out§§§;§§;g ounter %?Z§§E>duty order. 40/ Furthermore, the
nt of §g§§§%> ecently announced a policy to eliminate

subsidie sCQmanufacturing sector as part of economic
NN
N\

38, e€ note 12, supra.

39/ See Report at A-6, also Memorandum from the General
Counsel regarding Certain Castor 0il Products from Brazil,
January 13, 1984.

40/ Unclassified cable from American Embassy, Brasilia, to the
Secretary of State, Washington, D.C., January 1984. Presumably
this is because of the Brazilian Government's policy of
imposing an export tax on certain products to offset any
exchange rate. advantage occurring after currency devaluation.
See Transcript at 135.
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austerity measures resulting from recent negotiations with the
International Monetary Fund. 41/
In light of these assurances and the phase-out of the

subsidies, the decline of the duty amount and the ct that

soon no duty will be assessed, as well as the subst

margins of underselling which far surpass th it
is reasonable to assume that the cont f s order
would have no inhibiting price effect on i rte of castor

oil products. Hence, the imports would derive no competitive

It is also unlikely extensionder would
have an appreciable e domeségzlﬁga stries' market

the volume of imports

advantage from the lifting the d

onsiderably from 1980 to

joyed by Brazilian producers
<§:§§an the Brazilian product
crease in the level of imports,
as because domestic producers imported
ies of the product. 43/ Similarly,

nereases arket share belonging to the Brazilian imports

il/ January 9, 1984 submission by respondent SANBRA.

42/ See Report at Table 11 and Table 12, p. A-25.

43/ See Report at Table 11 and Table 12, p. A-25.
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for both products, especially in 1982, was so substantial that
the marginal duty was clearly not a factor. 44/ When the

level of Brazilian imports dropped off in 1983, and prices

consequently increased, this was because of a

castor beans in Brazil, not because of gsunt-

The Consequences of the:
Ma jority Determination

Section 104(e) of the ade Agree ts Act provides that

"Whenever any term which is\de d in section 771 of the

Tafiff Act of 1930 is d in ectiof,

meaning as when it i <>tit1e giiib at Act."” Section
771(7)(A) provide §§z§§§§> term 'm al injury' means harm
?al, or unimportant.” The

oses that the effects, if

record pof i igation
s ;§§;3§g%-u erva g;éign y order on the competition
: Cii;;;:éijm tic uced HCO and HSA have been
inco e

as the same

which is not c ial

ntk iqg erial, or unimportant. There is nothing

<i§iz:§i2in the re suggest that the revocation of the order would
ave re consequence either. Indeed, the entire
<::::;;z> investigation has shown that the competition in the United

States for sales of HCO and HSA could not be materially

44/ See Report at Table 13, p. A-27.
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affected by the amounts of money that are repreéented by either
the cash deposits made by importers or the net subsidies

calculated by the Department of Commerce. ééj

Since the countervailing duty order has not n a factor

in the competition between products importqg>fr]f‘3:

those produced domestically, and since its r atuéi> ould not
have had any effect on future compet ,<§§%S§§> of the HCO

and HSA covered by the countervailing duty\order may be legally

aggrieved by the majority deter , but they are not

economically disadvantageé§§§§;:. over t\ef Brazil has
been denied an expectan erest in a s 4(b) material
injury investigation ch <i;came titled by becoming a

1 c@éﬁsidies and
prio ffective date of the

‘the Commission's decision

L] N
Qg;:§§> azilian imports of HCO and HSA in

& e clear loser in this investigation is
mmerce. The Commission's majority decision
to continue applying its limited resources to

conduct more> annual reviews of the microscopic countervailing

duty order on castor oil products from Brazil.

45/ Compare, transcript of the January 18, 1984, staff
briefing prior to the Commission vote in this investigatiom.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On July 17, 1981, the United States International Trade Commission
received a request 1/ from the Government of Brazil for an investigation under
section 104(b)(1l) of the Trade Agreements Act of 1979 (19 U.S.C. 1671) to

be materially retarded by reason of imports of certai
from Brazil if the outstanding countervailing dut
castor oil products were to be revoked. 2/ Accor , tember 21,
1983, the Commission instituted investigatio 4~ Certain Castor
0il Products from Brazil. :

Notice of the institution of the Commission*s\investigation was given by
posting copies of the notice in the dfifice of the retary, U.S. International
Trade Commission, Washington, D.C., and by publishing the notice in the
Federal Register on October 5, 83 (48 F 45479) . A public hearing in

connection with the investigation was he]l Dece 1983, and the
Commission voted on the investigat during a p overnment in the
Sunshine”™ meeting on January 8 &

The products subject inv tigation§;r§>hydrogenated castor oil
(HCO) and 12-hydroxystearig €d for in items 178.20 and

490.26, respectively, o

)y oq%
Sc?§2t§>s the United States (TSUS).

at are of concern in this investigation
s 1974) to the United States Tariff

the Trade Agreements Act of 1979 [Public Law 96-39]
act provided, in sec. 104(b), that "In the case of a

@5 to merchandise which is the product of a country under the
Agreement, and which is in effect on January 1, 1980, . . . the Commission,
upon the request of the government of such a country . . . submitted within 3
years after the effective date of title VII of the Tariff Act of 1930 [Jan. 1,
1980] shall . . . commence an investigation to determine whether an industry
in the United States would be materially injured, or would be threatened with
material injury, or the establishment of an industry in the United States
would be materially retarded, by reason of imports of the merchandise covered
by the countervailing duty order if the order were to be revoked." The
request from the Government of Brazil was such a request.

3/ A copy of the Commission's notice of the investigation and scheduling of
the hearing is presented in app. B. Also included in app. B is a copy of the
calendar of witnesses at the Dec. 8, 1983, hearing. :
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Brazil provided subsidies to manufacturers and/or exporters of HCO and HSA. 1/
The Union Camp complaint was forwarded to the Department of the Treasury,
which instituted a countervailing duty investigation (under sec. 303 of the
Tariff Act of 1930) after receipt of a formal petition from Union Camp on
April 30, 1975 (40 F.R. 18814). On September 11, 1975, Treasury "tentatively
determined" that benefits have been received by the Brazilian manufacturers/
exporters of HCO and HSA which may constitute bounties or grants Subse-

quently, on March 16, 1976 (41 F.R. 11018), Treasury determined t exports
of HCO and HSA from Brazil did receive bounties or grants w1th1n eaning
of section 303 of Tariff Act of 1930. The net amount of 11.3
percent of the f.o.b. or ex-works price to the United States nd \HSA

from Brazil. 2/

On May 17, 1979, Treasury published its notic
(44 F.R. 28790) that the net amount of the subsidy had
percent; it was then reduced again to 8.5 percent
F.R. 55825). 3/ Since 1980, the Department of
complete annual reviews (for 1979 and 1980) any
1981) of the countervailing duty order on~certa tor oil ucts from
Brazil. Details of Commerce's annual reviews are esented t section of
this report entitled The Nature and Extent Subsidies. <::t>

ral Register
ed to 9.6

Description and uses

Castor oil. ——Althoug
gation, the followin
cultivation is giv

essary background for
understanding the

. industry producing HCO and
oth of which are castor oil

ted to countries such as Brazil and India,
e necessary manual harvesting and hulling.

~8. Government sponsored the domestic production of
beans because of the defense value of castor oil. Domestic production

1/ A copy of Union Camp's letter is presented in app. C.

2/ Copies of Treasury's preliminary and final Federal Register notices are
presented in app. D.

3/ Treasury's notices of its declarations of the amounts of the Brazilian
bounties and grants are presented in app. E.

4/ Imports of castor oil during that period averaged about 50,000 metric
tons annually.
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However, with the ending of meaningful Government price supports in 1973, the
once-sizable U.S. production of castor beans dropped to almost zero by

1974, 1/ Thus, all of the crude castor oil currently consumed in the United
States is imported, primarily from Brazil and India. In January-October 1983,
Thailand, previously a relatively minor source of castor oil, also became a
major source of the product.

‘Castor o0il is recovered from the castor beans by the
presses or expellers (continuous, mechanical screw presses)
solvent extraction. The beans yield an oil which i
slight characteristic odor. At one time castor oi
medicinal purposes as a laxative and as a "cure all"”
ailments. However, castor oil is now almost e
raw material in the preparation of chemical d

e of hydraulic

about 90-percent ricinoleic acid with &
variety of processing techniques to tra
Processing treatments for crude castor o
genation, dehydration, thermal decompositio kali
Chemicals produced from crude casto

n it into various products.
ation, hydro-
, and oxidation.
protective
tics, pharma-

NN

coatings, lubricants, surfactan ulic flul«

ceuticals, and other miscel oducts squing nting ink, insect-
o

icides, and paper coatings.

Only a small fractid stor Sumed industrially in the

United States is used g;ﬁ CO or st is used in the protective
coating 1ndustry (pa : shes, 1ls) or for sebacic acid
production. PQ : c:StO' recent years were as shown in
table 1. %

able —-Castlor oil: ngiEiports, by sources, 1980-82, January-

Oct b , and January-October 1983

n thousand of pounds)

January-October

1980 1981 " 1982 -
‘ : 1982 : 1983
Brazil--———-——-- - 83,916 : 86,576 : 54,168 : 46,975 : 40,957
ndig—————---—-—co : 8,685 : 0 : 7,644 : 7,644 8,715
hailand-—-—-—--eaecu-- : 0 : 0 : 2,863 : 2,202 : 8,126
Ecuador-——————————————: 1,217 2,427 0 : 0 : 0
All other-————-——-nu—- : ‘ 388 : 38 : 23 : 23 0
Total-——-——-————- : 94,206 : 89,041 : 64,698 : 56,844 : 57,798

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

1/ Kirk-Othmer, Encylopedia of Chemical Technology, vol. 5, 3rd ed., 1979.
Also see U.S. import section of this report for a further explanation of why
the U.S8. producers of HCO and HSA import only castor oil and not castor,beans.
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HCO and HSA.--HCO and HSA, which are the only castor oil products subject

to the countervailing duty order in question, are both hydrogenated castor oil
products.

Hydrogenation is accomplished by pumping hydrogen gas into the crude
castor oil at a high temperature. Depending on the type of hydrogenation, the
products which result are HCO, HSA, or methyl esters of HSA. CO is a hard,
amorphous waxy product (light in color) with a melting point of\about 80° to
82° C. HCO can be further processed to produce HSA, which is

Both HCO and HSA are used primarily for the manufacture o
lubricents, though some amounts go into certain barjiy
electrical insulation material. The two products
form. HCO and HSA have different physical chars :
tures, which makes each product more suitable for use
than the other. For example, HCO provides §
inclusion of 51ycer1ne in greases, which p
the more expensive HSA provides a fibrous s
allows the incorporation of other fat acxds
nature in greases, it is used in applications
a necessary trait.

in applications
bructure and the
benefits. However,
e in complex greases and
duse O 51ycer1ne—free
impe ss to water is

To a certain degree, HCO any HSA i acid which is
g ro low fats, is used in

lubricants, though it is not 4s
lubricants as HCO or HSA. Mi
used as heavy-duty lubricé
over 20 lubricant form

: du@y, high-temperature
5 nd HCO and HSA are often
nt stearic acid). There are

8.20 of the TSUS, with a column 1

2\of, duty of 5 cents per pound. 2/ The column
epcent ad valorem. 3/ HSA is classified under
olumn 1 (most-favored-nation) rate of duty of
bumn 2 rate of 20 percent ad valorem. The

A was not changed during the Tokyo round of the
ions (HTN) Thus, 1mports of HCO and HSA from

1/ See app. F for a discussion of the substitutability of stearic acid for
HCO and HSA.

2/ The rates of duty in col. 1 are 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.

3/ The rates of duty in col. 2 apply to imported products from those
Communist countries and areas enumerated in general headnote 3(f) of the TSUS.
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A-5
rate rather than at a preferential rate. 1/ Neither HCO nor HSA is eligible
for duty-free treatment under the GSP. 2/ :
The castor oil that is imported to produce HCO and HSA has a column 1

rate of duty of 1.5 cents per pound. However, most of this castor oil is
entered free of duty under the GSP.

The Nature and Extent of the Subsidie

The first countervailing duty determination S% castor oil
products from Brazil (Mar. 16, 1976) found the fo ing s
countervailable: 3/ _

s an

(a) granting to manufdctu
exporters ta

redits u export;
(b) income tax rey

f:u s; and
(c) pteferégiigibfi : g . <§§§§2§>
N

The Department of th e\g 's fovesti so concluded that there
were no Brazilian Governme 1tcols ) promoting artifically high prices for

<
The Department g C\€ : 3 two complete administrative
reviews (covering.l g : : eliminary review (for 1981) of the
countervaili astor oil products from Brazil. The
results o ws” are as follows:

)

1/ The preferential rates of duty in the "LDDC" column reflect the full U.S.
MIN concession rates implemented without staging for particular items which
are the products of least developed developing countries, enumerated in
general headnote 3(d) of the TSUS. Where no rate of duty is provided in the
"LDDC" column for a particular item, the rate of duty provided for in col. 1
applies.

2/ The GSP, under title V of the Trade Act of 1974, provides duty-free
treatment of specified eligible articles imported directly from designated
beneficiary developing countries. GSP, implemented by Executive Order No.
11888 of Nov. 24, 1975, applies to merchandise imported on or after Jan. 1,
1976, and is expected to remain in efféct until Jan. 4, 1985. Provisions of
the GSP are given in general headnote 3(c) of the TSUS. '

3/ T.D. 76-80, 41 F.R. 11018 (app. D). A-5



Review period

(1) Jen. 1, 1979-Dec. 31, 1979

(published in the Federal Register of

Dec. 24, 1981, 46 F.R. 62487). 1/

(2) Jan. 1, 1980-Dec. 31, 1980

(published in the Federal Register of

Sept. 8, 1983, 48 F.R. 40534). 1/

(3) Jan. 1, 1981-Dec. 31, 1981
(published in the Federal/Regis
Oct. 25, 1983, 48 F.R. A9 QJ

3
o

Determination

(1) Final determination.--Counter-

ling duties were reduced to 1.72
percent ad valorem for material
exported after Dec. 7, 1979,

through Dec. 31, 19
unliquidated entries
prior to Dec. 7,
to be liquidated g
prior instructi
deposit rate

e net subsidy for the

&
perce
S
) (gg;ig":ry determination.--The
&

was 3.75 percent ad val-
Because of changes in the

e
zilian subsidy programs,
@ 2
<

mmerce preliminarily determined
the potential subsidy for purposes
of the cash deposit of estimated
countervailing duties to be 0.40
percent. Since Commerce considers
this deposit rate to be de
minimis, the cash deposit for
castor oil products was waived on
all shipments entered after the
date of publication of the final
review.

1/ Sgmmerce's Federal Register notices of its annual reviews are presented

in app. G.

The latest Commerce preliminary review (for 1981) concentrated on 10

alleged Brazilian export subsidy programs.

Of the 10 programs investigated, 5

programs were preliminarily found to be of potential benefit and subject to

countervailing duties.

Details of these five programs found to be counter-

vailable in Commerce's most recent review follow.
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Preferential financing for exports

Under this program, companies are declared eligible by the Department of
Foreign Commerce of the Banco Central do Brazil ("CACEX") to receive working
capital loans for a duration of 1 year. Each firm producing castor oil pro-
ducts could obtain preferential financing for up to 20 percent of the value of
its previous year's exports. Commerce preliminarily calculated the benefit
conferred by this program for 1981 to be 1.58 percent ad valorem. However,
due to corrective actions taken by the Government of Brazil, e potential
benefit and cash deposit for this program has been ggduc-e E 6 percent ad
valorem.

Income tax exemption for export earnings

Exporters of certain castor oil products are

ible under this program
for an exemption from income taxes based on the perc
attributable to export sales. The Brazili

age of profit
lidn Government calculates the
tax-exempt fraction of profit as the ratiq ort ue to total revenue.
Commerce preliminarily determined benefd om t ram to be 0.02
percent ad valorem for 1981.
ting an export tax on exports of

<
- IPI export credit program <::;iiz>
mpletely offsetting the benefit of

i qf?%igp erce, the castor oil exporters
r r only a short period during 1981.
it for this program to be 2.13 percent
am was in effect. Since the tax collected

s to offset any benefit under the program,
is zero percent.

‘O

%he Brazilian Government
on this tax. Since June 26,

minimum fixed level of foreign-exchange contracts with the Banco do Brazil.
mmerce preliminarily determined the benefit conferred by this program in
1981 to be 0.02 percent ad valorem.

Accelerated depreciation for capital goods manufactured in Brazil

This program allows companies to depreciate Brazilian-made equipment at
twice the rate normally permitted under Brazilian Federal tax laws. The
benefit of this program is to reduce taxable income and, subsequently, tax

1/ Commerce's Federal Register notices of its annual reviews are presented
in app. G. ' A-7
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liabilities. Commerce preliminarily determined the benefit conferred by this
program in 1981 to be zero percent.

U.S. Producers

There are currently two U.S. producers of HCO and HSA, C
Bayonne, N.J., and Union Camp Corp., Wayne, N.J. (Union Camp is\the original
petitioner for the countervailing duty order). A third domesti
~ Acme Hardesty, Jenkintown, Pa., closed its fatty acid plkant g

production of castor oil products, including HCO and HSA, i

back to 1857, with the founding of the H. J. Bak
castor 0il production plant in Jersey City, N.J.
0il Co. was incorporated and became the operats
During the ensuing years, the Baker Castor 0i
plant (from the Oilseeds Co. in 1910) and deve
the use of castor o0il. National Lead . acq
the Baker Castor 0il Co. in 1949, and bk 1970
subsidiary of National Lead.

a\contro g interest in
had wholly owned

Cg> was oiggzzgated into the

i other NL chemical

In December 1973, the Baker
Industrial Chemical Division of N
divisions. NL Industries diveste

CasChem (and its f
import HCO and HS
to import HCO an

1Iding products areas, entered the castor

ng its Dover, Ohio, plant from Pennwalt,

Rather, Union Camp's production of HCO and
peration, having * * * percent of that plant's

plant produces four major castor oil derivative

-hydroxystearic acid, and sebacic acid. Of the

8 X %X js the most important to Union Camp, as it

of the plant's profits. Union Camp informed the

In 1983, Union Camp began to import

* of HCO and HSA from Brazil.
U.S. Importers
During 1980-83, there were nine major importers of HCO and HSA. All

known imports of HCO and HSA during the period came from Brazil and India.
The names and locations of the major importers are as follows:

A-8
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Company Product and country of origin
x * % % X * %

The * * * Bunge Corp., New York, N.Y. Bunge is X
Brazil. Bunge imports and acts as a broker for many ag
as well as other products. For the castor oil prod
X % X However, Bunge does maintain a contin i
products at its three regional warehouses i
and Charleston, S.C. 1In 1980 and 1981, Bu
all HCO and HSA imports from Brazil. However, i
imports * * X percent.

sw Orleans, La.,
* x * percent of

1983, Bunge's share of such

York Castor 0il Co. is * * *, founded in 1973 by a former vice

president of the Baker Castor Oi{§§§§;> bani¥§§§§§§:
. %9 @@ .
S
¥ Q;;%% CasChem and Union Camp, have
porting * * * HCO and HSA in * X X
s

amp began importing * * * HCO and HSA
@ competition from Brazilian producers

1/ See confidential submission from York Castor 0il Co., dated October 1983.

2/ Meetings between Mr. W. Schechter of the Commission's staff and Mr. R. S.
Hawkins of Union Camp on Oct. 11, 1983, in Wayne, N.J., and Mr. Paul Elkins of
CasChem on Oct. 12, 1983, in Bayonne, N.J. A‘9‘
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Foreign Producers

Six major producers of Brazilian HCO and HSA export their products to the
United States. The names of these producers are as follows: 1/

Brasway, S.A. Industria e Commercio

Cerelit
"Coelho"-Exportadora Coelho S

Henkel A.G.

Miraceme Nuodeex .

Brasil

Of the six Brazilian producers, San
exports of HCO and HSA to the United State

There are three major Indian d%of @astor HCO and HSA.

They are as follows:

1) Bombay 0il Mill
Bombay, X

3)

bay, )India @

in both Thailand and the People's Republic
imports of HCO or HSA have been recorded from

Channels of Distribution

HECO and HSA are used in a wide variety of industrial and consumer
products. Both domestic producers and importers ship these products in bags
by the least expensive, most practical mode of transportation, which is
ususally by 40,000-pound truckload.

For the most part, domestic producers ship HCO and HSA directly to the
consuming companies. Most of the imported HCO is distributed to consumers by
* x x  gand smaller portions are imported directly by the consumer. Most of

1/ Based on industry sources, Bunge, York, Latina, and CasChem.
A-10
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the imports of HSA, however, are shipped directly to the principal consumer of
imported HSA, * * *x,

U.S. Market

As shown in table 2, apparent U.S. consumption of HCO increased by * * %
percent from 1980 to 1981. However, such consumption dropped by * * * percent
in 1982. The decline in apparent consumption continued in uary-September
1983, as the market declined by * * * percent from the alres epressed level
of the corresponding period of 1982.

Table 2.--HCO and HSA: Apparent U
January-September 1982, and

(In thousg%giiif\fzfgds
Period . HCO N\ \\HsA . Total
; \<§t:g) % ; *% %
x : XXX
1982- - X% XXX
January-September—- : Qiigﬁ :
1982 - : : xXkx o Xk X
1983 : <§j;\\\\6 XX . <:£i9<> 13 % KX X
fa\  (C :
;é@tiﬁﬁmittg§§§§§§é}ponse to questionnaires of the
R i io’f}i.r'

1980- —
1981 ——

p

Source: Compiled f[r
U.S. Internationa :

Apparent\ U.S. ptio during 1980-82 did not follow the same
trend that\reported for H er, the much smaller HSA market increased
fro 80 to 1 % % *\percent. However, in January-September 1983, this
mar by * * x p compared with the market in the corresponding

duction, Capacity, and Capacity Utilization

Cco

U.S. production of HCO increased by * * X percent from 1980 to 1981.

owever, in 1982 production dropped by * * * percent. The production slide
continued in January-September 1983, as U.S. output fell by * * X percent
compared with output in January-September 1982 (table 3).
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Table 3.--HCO: U.S. production, capacity, and capacity utilization, by
firms, 1980-82, January-September 1982, and January-September 1983

: : : Capacity
Item . Production . Capacity . utilization
P omm——— 1,000 poundg—----— :  Percent
1980: : : :
Baker - : a2 I x XX
Union Camp : XXX ‘ <§§§%\: fadatad
Total : : AKX
1981:
Baker KAX
Union Camp fadade
Total bl
1982:
CasChem KKK
Union Camp—- fadaled
Total xkX
January-September 1982:
CasChem——- XXX
Union Camp fadatel
Total KRX
January-September 1983:
CasChem XRX

Union Camp-———- fadadad

Total Kk X : TR
m@ -5 St
Source: Compiled KQifnﬁitte \iggsﬁonse to questiounaires of the
. i ission. G?ii}ﬁ

<§§§§§§z§%n capacity for HCO remained constant at
b3

ng January 1980-September 1983, and its
<§ percent of its HCO capacity in 1980 to
hen, fell sharply to * * X percent in 1982. 1In
hem's HCO production amounted to only * X X
compared with * * * percent in January-September

duction capacity (as reported and re-verified by Union
x % declining by * * * percent between 1980 and 1981, and * * * ipn

982. * * X, Union Camp's explanation of its HCO (and HSA) production
apacity was that all unused hydrogenation capacity was allocated to HCO (or

1/ See Union Camp;s submission of Nov. 16, 1983.
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HSA

As shown in table 4, U.S. production of HSA increased by * * * percent
between 1980 and 1981. However, in 1982, production fell by * * X percent.
In January-September 1983, U.S. production registered an increase of * * %
percent over that in the corresponding period of 1982. 1In January-October
1983, CasChem's * * * of HSA production reflects the company's * * X,

Table 4.--HSA: U.S. production, capacity, and capaci
January-September 1982, and Januarfgs

ization, 1980-82,

v : >§3£3 : Capacity
Item : Prodﬁgkigs <§§\C\\&\ : utilization
: $<-1,000 ds

———=><£-1,000 pounds~=-~—-- : Percent
1980: :
Baker—-————c———e——- - : %%k xkK X% X
Union Camp--- : XXk . fadaladiN XXX
Total--—- - : \( KKK . xRX XXX
1981: : : :
Baker—-—————cme e . XX AKX o X%k X
Union Camp-—--———————mm—mmmmie -3 KKK\ XXX XXX
Total-————~- e é:;l RS \&\> et I Xk X
1982: $ :
CasChem--- { * ! XXX X% %
Union Camp : Q§Z>*§X : XXX s XXX
Total : LI et ot B XXX
January-September 19 : 3
CasChem———-—-—= =<2 xxx et ot I X%k X
Union Camp 3.3 XXX o KKK
. XKX o XKkX o XXX
January-Sept 1983y : coe :
Ca B KKk o KKK o b3 $ 3
XKk o xKkk o KK K
%* XX H x XX B KK X
0 ¢ Compil ‘"data submitted in response to questionnaires of the
ternatio Commission.

Baker/CasChem's capacity for production of HSA was constant at * * X
pounds per year during 1980-82 and was unchanged during January-September
1983. Baker/CasChem's production fell from * * * percent of its capacity in
1980 to * * * percent in 1981, but rose to * * * percent in 1982. From
January-September 1982 through the corresponding period of 1983, Baker/
CasChem's combined capacity utilization dropped from * * * percent to * X x
percent.

As was the case in HCO, Union Camp's capacity to produce HSA was quite

erratic, falling by * * * percent from 1980 to 1981, * * * from 1981 to 1982
and dropping again by * * * percent between January-September 1982 and the

A-13
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corresponding period of 1983. 1In addition, when Union Camp's capacity was

%X %X ¥, Union Camp's capacity utilization rose from * * * percent in 1980 to

% % % percent in 1981, fell to * * * percent in 1982, and rose from * X X%
percent in January-September 1982 to * * * percent in the corresponding period
of 1983.

Domestic Shipments

demand for HCO. Domestic shipments of HSA experienc
1982, but not * * * that experienced by HCO. Dome
by * * x percent between 1980 and 1981, and then fell b
1982. Such shipments then increased by * * * percent in

HSA rose
rcent in

Table 5.--HCO and HSA: Domestic shipments of ¢ stica uced HCO
and HSA, 1980-82, January-September 1 , and Janu ber 1983

o&kds) (Eb
A

fJanuary—September——

Item . 198 Q;? -
. N © 1982  © 1983
N N : :
A : :
HCO: : : :
Baker/CasChem——- : XXX . XXX XXX
X KKK o xKX o X % X
NZELLEE XXX o XXX XKk X
XXX XXX ET . XXX
XXX XXX XXX o XXX
XXX o XXX o XXX . XXX
XXX o xXKX o RXK o X %K X

) : KKK XXX . XXX XK X
: : : XKk . XXX . xKK Xk X

Source: Compiled from data submitted in response to questionnaires of the
ernational Trade Commission.
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U.S. Exports
Only Union Camp reported .export shipments during 1980-83. Union Camp's

exports were * * * yntil 1982 as shown in the following tabulation (in
thousands of pounds):

Jan.-Sept.--

Item 1980 1981 1982 82 1983
HCO : KKK *x kX x% % KKK
HSA XXX . kX x xRk
Totalo———- . & :
Union Camp reports that 2 years ago Canada pla countervailing duties
of about 25 percent ad valorem on imporits of HCO and HSA from Brazil and that

this enables Union Camp to market its prod@ets.in Canada. Most of these

exports have gone to Canada, with minor an aving e to Mexico and the
Philippines. 1/

e &

Only Union Camp reported end>~of=périod ntories for the domestic
producers. Union Camp's dome d-of-period inventories of
HCO increased by * * : - ?33222 1981, and then fell by * * %
percent in 1982; su

clined by * * * percent by
] el reported as of September 30, 1982.

Ratio end-of

Domestic period inventories to
shipments domestic shipments
(1,000 pounds) (percent)

xKX 3.3

b3, 3 KKK

% XX x X X

x XK %* XK

x KX XXX

1/ Transcript of the hearing, p. 40. A-15
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Union Camp's end-of-period inventories of its domestically produced HCO
increased from * * * percent of its shipments of such merchandise in 1980 to
% % % percent in 1982. 1In relation to its domestic shipments during January-
September 1982, Union Camp's end-of-period inventories amounted to * * X
percent, dropping * * * percent during the corresponding period of 1983.

Union Camp's end-of-period inventories of domestically produced HSA * * x
between 1980 and 1981 but dropped by * * * percent in 1982. As of September
30, 1983, Union Camp's domestically produced inventories were de
percent from the level of September 30, 1982. Union Camp's Aifive
imported HSA accounted for * * * percent of its total inveftori

September 30, 1983.
The ratios of end-of-period inventories to estic shipments of HSA are
shown in the following tabulation:

Ratio end-of

_ End-of-period ‘i§> o
- inventory hi pment s
Period (1,000 pounds) <§§§§> 0 pounds) (percent)

1980—————— e — %X KKk <::t> XXX
1981-——— e — E3 3 O Xk k £33
1982~~~ XXX d XXX
Jan.-Sept.-- <
1.7 S — @ XXX
1983 ——————=em x Qg;ifb x XXX

ts i p's end-of-period inventories of
percent in 1980 to * * * percent in
£\ 982, and then dropped from * * X
estic shipments of HSA to * * * percent
983 ‘domestic shipments.

Employment

; port employment for all of its production and

ers only in its Bayonne, N.J., plant. CasChem informed the
Mission” that its Bayonne plant is vertically integrated in the production
astor oil products and so is its work force. Thus, the company was unable
egregate HCO and HSA workers. Baker/CasChem's total number of production
and related workers remained stable at * * * workers in 1980 and 1981 and then
declined to * * * workers in 1982. 1In January-September 1983, the number of

CasChem's total of production and related workers continued to decline to * * %
workers. '

Union Camp submitted complete employment and wage information (table 6).
However, the number of workers dedicated to HCO and HSA production were based
on allocations. Union Camp's employment data revealed that the number of
production and related workers for HCO ‘and HSA remained almost unchanged at
at * * * workers from 1980 through September 30, 1983, * * X, ’<A16



Table 6.—-HCO and HSA:
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Union Camp's employment and wage data for its Dover,

Ohio, plant, 1980-82, January-September 1982, and January-September 1983

* January-September—-

Item . 1980 : 1981 . 1982
. : : 1982 1983
Average number employed :
in the reporting S
establishment(s): :
All persons———-———————v : lalot B XXXk
Production and related :
workers producing-- : : :
All products—-———-————- : alal kkk xKk X
HCO-- : XXX o KKK o XK X
HSA-~———— e xKXK o Ri Kk X
Total, HCO and HSA---: xx% . XXX XXX
Wages paid to produc-
tion and related
workers producing-—-
All products : :
1,000 dollars--: XXX o XKk X
HCO ——— do—---: kkx 3 XXX
HSA-———=— e do——- b33 S KK X
Total, HCO and HSA : ’
1,000 dolles XKK o XK X
Total compensatlo :
xXkX o XKkX o XXX o Xk X
xkX o XXX o kX o XXX
L3 2 XKK o XKX o KKK
xKkX o XXX XKK . XXX

L N ternationa rade Commission.

Financial Experience of One U.S. Producer

Only Union Camp Corp.

rom data submitted in response to questionnaires of the

(accounting for * * * percent and * * * percent of

total production of HCO and HSA, respectively, in 1982) furnished income-
and-loss data relative to its estab11shment operations and to its HCO and HSA

operations. 1/°

1/ CasChem reports that 1t was unable to provide financial data in any form.
22, 1983, presented in app. H.

See letter to Commission of Dec.
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HCO operations

Net sales of HCO declined by * * * percent, from * * X in 1980 to * * x
in 1982. The primary reasons for this decline were a drop of * * * percent in
domestic and export shipments combined with a fall in average selling prices.
Net sales increased by * * * percent to * * * in the interim period ending
September 30, 1983, compared with * * * in the corresponding period of 1982.
This rise in net sales is mainly attributable to the * * * percent increase in
the volume of domestic and export shipments during interim 1983 (t e 7).

Cost of goods sold reflects only direct manufactutin§> st per>the
company's records. The portion of manufacturing overhead i sified
by the company as fixed costs is included in genera e

administrative expenses, which are allocated.

% % x % % %

Gross profit, which reflects net sa less t ma c ing costs,
increased from * * X, or * * X percent of sales, in X% X or
% x x percent of net sales, in 1981 a n decreased t , Or X X X
percent of net sales, in 1982, T i e _ifhogross(pro argins despite
declining sales during 1981 and 19 red)with the\level of 1980 is a
reflection of * * * gas percentage

of goods 5o d (direct
€ ¢reasing sales during
X
p

ercent of net sales,
in the corresponding
sold.

compared with * * %,  or X
period of 1982 because

hout the period under
investigation. i X, or * X x percent of net sales,
t\sales, in 1981, and * * * or * *x X
i2> interim 1983, operating losses
increasing sales, to X * * or * x X

percent o
increased

Net sales of HSA increased by * * * percent, from * * * in 1980 to * * x
in 1981, and then declined to * * * in 1982, or by * * X percent. During the
interim period ended September 30, 1983, net sales increased by * * * percent
to X x X compared with * * * in the corresponding period of 1982 (table 8).
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Table 7.--Income-and-loss experience of Union Camp Corp. on its operatioms
producing HCO, 1980-82, interim 1982, and interim 1983

: : : ‘ : Interim period ended

Item “ 1980 ° 1981 ° 1982 Sept. 30--
: ' ' 1982 1983

Net sales : : : : :

1,000 dollars--: XXXk o xkk o : X% X
Cost of goods sold 1/ : : :

1,000 dollars—-: xxk ¢ xkk . fadadel

Gross profit---—-- do———-: XXX x%xx XXX
General, selling, and :
administrative :
expenses 2/ : : : :

1,000 dollars—-: XXX [ XXX . : fodaled

Operating income or : : : B :

(loss) : : : :
1,000 dollars--: ot} g:i) XXX (2 falot BN XXX

Other income or : : : :

(expenses)-net : : : Q§§§§ : :
1,000 dollars--: **é(:\\> XXX ; XXX\ Y XXX : XX

Net income or (loss) :
**Q XXX . XXX XX %

Depreciation and
amortization expens
1,000 doll

before income taxes:
{Q\\&; : XXX s XKX XXX

1,000 dollars--:
xkKk ; xKK ; .33 I £ 3 33

Cash flow or {(defi
from opers

xKX . XKX XKK . * XK
XXX . 113 L33 1333
4 XXX . xkK L33 I %KX
6f goods sold : : : :
percent_-; : XXXk XKk o kKK o KKK o KKK
General, selling, and: : : :
administrative : : :
expenses—-percent--: falat B Xxx . el I xx% . il

.
K

1/ Reflects only direct manufacturing costs.
2/ Includes the portion of manufacturing overhead which is classified by the
company as fixed costs.

Source: Compiled from dats submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 8.--Income-and-loss experience of Union Camp Corp. on its operations
producing HSA, 1980-82, interim 1982, and interim 1983

: ‘ s ¢ Interim period ended
Item * 1980 ° 1981 1982 ' Sepk. 30--

1982 ° 1983

Net sales :
1,000 dollars—-: fad B
Cost of goods sold 1/ :
1,000 dollars——:__ iadalaliH
Gross profit—-——-- do~—~-: et
General, selling, and
administrative
expenses 2/ :
1,000 dollars--: XXX o
Operating income or : :
(loss) : :
1,000 dollars—-: et
Other income or :
(expenses)-net : :
1,000 dollars—-: __X%xx
Net income or (loss) :
before income taxes:
1,000 dollars--:
Depreciation and

amortization expense :</F\\>& <i>
1,000 dollars— : 5:22:2).

Cash flow or (defi Q;Eiﬁy : :
:Q£2i35 x — xxx AKX
Q
<

xEX

AKX
KX

KKK

KKK

AKX

XXX

KKK

133 T E33 XXX XXX

XXX ; KKK ;‘ xkX ; XXX
XKk ; X%k %k ; KRX ; ARK
goods sold : : : e
percent--.; XXk XXXk o XXX o 2.2 3 AKX
General, selling, and: : : : :
administrative : : : : :
expenses—-percent--: kkk kkx g xXx XXk 3 fatot]

1/ Reflects only direct manufacturing costs.

2/ Includes the portion of manufacturing overhead which is classified by the
company as fixed costs.

s

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission,
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Cost of goods sold reflects only direct manufacturing costs as per the
company's records. The portion of manufacturing overhead which is classified
by the company as fixed costs is included in general, selling and
administrative expenses. All of these general, selling, and administrative
expenses are allocated. Gross profit, which is the difference between sales
and direct manufacturing costs, increased faster than sales, by * * * percent,
from * * X or * X X percent of net sales, in 1980 to * * * or * * * percent
of net sales, in 1981, and then declined by * * * percent\to * X X or X % X

percent of net sales, in 1982, The increase in the gross

1981, and 1982, compared with the level of 1980, is mai gcause of X * X gg
9 ross profit
sales, despite

cost of goods sold.

a percentage of total cost of goods sold. During dnter
declined by * * * percent to * X X or * X X percent
increasing sales, compared with * * X or * *
corresponding period of 1982, mainly because

Union Camp reported an operating loss of *

* * percent of net

sales, in 1980, an operating profit o * X or * percent of net sales,
in 1981, and then an operating loss of or * *’% percent of net sales,
in 1982. The operating loss increased\&d , or X X X percent of net

sales, in interim 1983, compared
percent of net sales, in interim
followed trends similar to those

:\1ng i of X X X or * X %
before 1ncome taxes

erating in oss. Cash flow from
1980 n 1981 and then fell
in in

n ds of products, including HCO and
es of HCO accounted for * * * percent
les of HSA accounted for * * * percent

e period covered by the investigation

during all of the periods under investi-
1980 and 1982, for total establishment
, total establishment operations showed * * %

ion Camp supplied data relative to its investment in productive
facilities employed in the overall establishment as well as in the production
of HCO and HSA (table 10). Both HCO and HSA are processed * * %,
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Table 9.--Income-and-loss experience of Union Camp Corp. on the overall
operations of its establishments within which HCO and HSA are produced,
1980-82, interim 1982, and interim 1983

: : : : Interim period ended
Item ‘ 1980 1981 ° 1982 ° Sept. 30--
: : : ;182 1 1983
Net sales : : : :
1,000 dollars--: XkX . XXX . ***<2 K kK
Cost of goods sold 1/ : . : : : :
1,000 dollars--: XXX . XXX 3 /&*&@ : falate
Gross profit————- do——-: xXx%x 3 atal I : xKRX
General, selling, and : : :
administrative : : :
(GS&A) expenses- 2/ : : :
1,000 dollars-—-: : : XXX
Operating income or : :
(loss) : :
1,000 dollars--: : XXX
Other net income or : :
(expenses) : :
1,000 dollars—-: Xkk o XXX
Net income or (loss) : :
before income taxes: :
1,000 dollars--: XXX XXX
Depreciation and : :
amortization expense (: :
xKK KRX
XXk XXX
E T XXX
ET T I XXX
percent_..: B XXXk o XXX o KKK 5 XK X
Qost of goods sold : : : : :
percent_._: XXX . XXX o XXX o KKK o b3
General, selling, : : : : :
and administrative : : : : :
expenses—-percent—-: xxx . xxk xxx o fatat XXX
HCO net sales : : : : :
percent_..: XXX o XXX o XXX o XXX . KRX
HSA net sales--do——--: XXk o XKk ¢ *kX o XXX . XXX
Total, HCO and HSA : : : : :
net sales : : : : : '
percent___: XKkX o XXX XXX XXX KAX

.

oo

.
. o

1/ Reflects only direct manufacturing costs.
2/ Includes the portion of manufacturing overhead which is classified b@é%%e
company as fixed costs.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 10.--Investment in productive facilities of Union Camp Corp. on
specified operations, 1980-82 and as of Sept, 30, 1982, and
Sept. 30, 1983

: : : ‘As of
Sept. 30 1/-——

ee oo
.

. .
. .

Item o, 1980 . 1981 . 1982 . N
. X . : 1982 : 1983
Establishment : : : :
Original cost : : :
1,000 dollars—-: XXX : XXX
Book value————- do——--: oot A : xKX
Ratio of operating :
income or (loss) : : :
to: . : : :
Net sales-percent—-: fatot B : ot ot I *RX
Original cost : : :
percent—-: : ot *AX
Book value : :
percent—-: H XXX o XRX
HCO : : :
Book value . : : :
1,000 dollars——-: : XXX . XXX
Ratio of operating s : :
income or : :
(loss) to—- : :
Net sales-percé¢ : et ot I XXX KX
. XKX o XKX o XK X
H XXX AKX ¢ XXX
-sales-perck : KKK 3 1 XXX
value—— . XXX o XXX o XKKX KK o XXX

.
o0 oo o
-

. ‘> .
. .

1/ nterim‘&Q§§§§5e not comparable with annual data.

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

Capitel expenditures and research and development expenses
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Union Camp's statement of the effects of imports from Brazil on
its growth, investment, and ability to raise capital

The Commission asked U.S. producers to describe any actual or potential
negative effects of imports of HCO and HSA from Brazil on their firm's growth,
investment, and ability to raise capital. Union Camp provided the following

response:
&
x x % * x £§§§§§§§>

Consideration of Material Inj
Injury to an Industry in the

or Threat Material
ited Statesvif the ‘
Be Revoked

U.S. imports

Background.--Until 1968, the s of A, and other castor
0il products imported castor beap and Indi d then processed
the castor beans into castor oil ar ivative p cts. In 1968, Brazil
embargoed all sales of castor 61 : dg;%iidbthat henceforth it would
export only castor oil. d and also decided to

export only castor oil a the United States and other
countries. 1In 1983, T Qggzigportant exporter of castor oil
to the United Stg became an importer of castor
of: owing decade, the producers of
ed vertically in the production of

P CO and HSA to the United States.

imports of HCO increased by * * * percent
percent in 1982 and then declined by * * x

ever, in January-September 1983, such imports declined by * * * percent
f the level reported in the corresponding period of 1982 (table 11).
The» * * U,S. importer of HCO and HSA, * * * blamed the decline in imports on
a poor Brazilian crop of castor beans which curtailed Brazilian production of
castor oil, HCO, and HSA. Also, the smaller Brazilian crop of castor beans

forced up prices for the Brazilian castor o0il products, which curtailed U.S,
imports.

Imports of HCO from India increased by * * * percent from 1981 to 1982,
but then declined by * * * percent in 1982. 1In January-September 1983, HCO
imports from India were the same as those in the corresponding period of 1982.
In 1982 and January-September 1983, all of the imports of HCO from India were
imported by * * *, Aoa
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Table 11.--HCO: U.S. imports for consumption, by sources and by importing
firms, 1980-82, January-September 1982, and January-September 1983

(In thousands of pounds)

f January-September—-

Source and importer f 1980 f 1981 f 1982 .
: ) ’ © 1982 ° 1983
: N :
<& (é fii
x X x i &X x
Source: Compiled from data submitted \ sponse to questionnaires of the

U.S. International Trade Conmissigg§<§§
Imports of HSA.--Total U.S( orts .of HSA

during 1980-82. However, i

* % % percent from those i

Brazil and India exported
investigation.

i % by * * * percent
- :ﬁgimber <§% ch imports declined by

espondi pes{‘z of 1982 (table 12). Only
unite4§§§3§Q§ during the period under

ount :3§;£§ * of U.S. imports of HSA.

creas * percent during 1980-82 and then

During 1980-8
Imports of H

fell by * * g Jan ember 1983 from those in the
correspondi t e reasons reported above in the
genera) dis i rts) he Commission's questionnaire respondents

ia in 1982 or in January-September 1983.

rts for consumption, by sources and by importing
uary-September 1982, and January-September 1983

(In thousands of pounds)

f January-September—-

Source and importer f 1980 f 1981 f 1982 - g
: : : 1982 1983

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. ’
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Market penetration of the subsidized imports

U.S. imports of HCO captured an increasing share of a declining market
during 1980-82 before declining in January-September 1983. Such imports
irregularly increased as a share of apparent U.S. consumption, from * % X
percent in 1980 to * * * percent in 1982. Such imports accounted for * * x
percent of U.S. consumption in January-September 1983, down from * * * percent
share in the corresponding period of 1982. U.S. imports of HCO from Brazil
followed the same general trend, increasing their share of th .S. market
from * * * percent in 1980 to * * * percent in 1982. 1In Ja
1983, HCO imports from Brazil accounted for * * * percent
consumption compared with a * * * percent share in the ¢
1982 (table 13). .

U.S. imports of HSA followed the same tre impo of>HCO,

irregularly increasing their market share from 1980 “through 1982 and then
declining in January-September 1983. Impor of HSA

* * % percent market share in 1980 to a * (X X percent share in 1981, and then

rose to a * * * percent share in 1982. 1In -September 1983, imports of
HSA from Brazil as a share of U.S. consumpt ]l to % percent from a

* x x percent share in the correspond peri of /1982

Threat of material injury < <§ <%:t>

Information concerning éapaci 'Q;k domestic (Brazilian)

shipments, and exports of Braziliaen ctas ~HCO, and HSA was requested

from counsel for SANBRA h : gziliaf exporter). Counsel for
S

SANBRA was able to pr ested information. Similar
\\ﬁ. Embassy in Brazil. The U.S.
ation requested is available. 1/
ormation on HCO and HSA, but data on

Embassy also r
United Nations
these products

i R xports of HCO and HSA to all markets
* x pounds in 1980 to * * * pounds in 1981
to * * * pounds in 1982, as shown in the

Ratio of exports to
United States to total

Exports to United States Total exports exports

ear (1,000 pounds) (1,000 pounds) (percent)
1980 XXX £33 * %X
1981 _— XXX KKk X %X
1982 XK K XK K X kK

SANBRA accounted for * * * percent, * * * percent, and * * * percent of
these exports in 1980, 1981, and 1982, respectively.

1/ The replies from the American Counsel in Sao Paulo, Brazil, are presented
in app. I. :
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Brazilan exports of HCO and HSA to the United States increased * Xx %
percent from * * * pounds in 1980 to * * * pounds in 1981. The ratio of HCO
and HSA was * * * percent in 1980 and * * * percent in 1981. HCO and HSA
exports to the United States decreased by * * * percent to * * * pounds in
1982. As a result, the ratio of HCO and HSA exports to the United States to
total Brazilian exports of HCO and HSA decreased to * * * percent in 1982,

SANBRA is the largest supplier of HCO and HSA to the U. market. It
supplied * * * percent, * * * percent, and * * * percent of Brazilian exports
of these products to the United States in 1980, 1981, and 198 pectively.

X X X, &

e

inventories of HCO rose

Inventories of imported products.--Only Union
end-of-period inventories for imported HCO and H

gported

As shown in the following tabulation, end-of-ye

by * * * percent between 1980 and 1981 then fell by *
: ptember 30, 1983,

ber 30, 1982. Relative to

its imports, Bunge's end of period inv¥entories p\ X X* X m * * * percent

in 1980 to * * X percent in 1982, befo falli g

September 1982 to January—September . Its ies of * x X
pounds as of September 30, 1983 * orts during
January-September 1983 (in thou P 63%)

HSA
un e Union Camp
x K K KX
% X% X XXX
KX AKX
Kk X KKK
% % % XK X

tabulation, Bunge's end-of-year inventories of
* percent between 1980 and 1981, but then rose by
f 1982. Bunge's inventories as of September 30,
lower than they had been as of the corresponding date
Bunge's end-of-period inventories fell from * * * percent of its
ports in 1980 to * * X percent in 1981 and then * * X percent in 1982.

ge's inventories as of September 30, 1983, were equivalent to * * * percent
of its imports during January-September 1982. Union Camp recorded no
inventories or imports of HSA prior to 1983. However, Union-Camp reported an
inventory of * * * pounds of HSA on September 30, 1983, equivalent to * X x

percent of the total quantity of HSA imported by the firm during the preceding
9 months.
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Prices

HCO and HSA are imported from Brazil by ship in 50-pound bags packed on
pallets. U.S. petroleum companies are the major purchasers of castor oil
products, using them primarily in the production of lubricants. * * %,

There are no published pricewlists for HCO or HSA. The prices are quoted
on a confidential basis and may vary from customer to customer. There is no
seasonality in sales of subject products.

two U.S.

importers
s X %X %,

anuary

The Commission requested price data for HCO and HSA fr
producers and nine importers. One producer, Union C
responded to the price section of the Commissio
* * x,  Price data were requested by quarters
1980-September 1983. The prices requested

rincipal customers during
a given quarter. The weighted averages of)these prices are presented in

tables 14 and 15.

Price trends.--The net deliv ices , SQ y Union Camp and
three importers are presented in ta ; : e

the domestic and imported produc
1983, before turning up signific

Table 14.--HCO: Weighted+taverage
and importers from Yarg
by quarters, Januar eptember

del @ices received by Union Camp
me *" i

gand margins of underselling,

Importer-- .
P Margin of
©oX X %' % % %' % x X'ynderselling
——-<§;-—Cents per pound : Percent

xkX o XXX H %X % %X : XXX o KK K

AKX . KkX . XKkX o XXXk o XK X

X%k ;. KKK s kkk s KKK Xk X

XXX o b 2.3 H X% X . XXX o X%k X

XXX 5 kRK ;. kkk . kkk . XXX

Aprll -June-————————— - KRX RXX o KRK o XXX o KKK
July-September——-———-- : Xkk o kkk ;XXX kKX *kx
October-December——--- : kXX ; XXk ; kXX o kXX X% %

1982: : : : : :
January-March-——--——~ : Xkk o X%k o kkk ; kkk batatd
April_aune ___________ : : XXk o XXk . kXX . kkk Xk X
July-September—---—---- : Xxk o Xxkk o kkk 3 XXX X% X
October-December—---- : kkk ;0 xRk o kkk ; kXX XXk
1983: : : i : : : :

January-March—-——-——- : kkk o kXX KRk g kXX X% %
April-June-—————————- : ©oKkXX s kkk 3 kkk . kkk . . KKK
July-September—————-- : XXX KXk 3 kkk 3 kXX ' XXX

Source: Compiled from data submitted in response to questionnairesAﬁf’the
U.S. International Trade Commission.
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Table 15.--HSA: Weighted-average net delivered prices received by Union Camp
and importers from their 8 largest customers and margins of underselling,
by quarters, January 1980-September 1983

Importer—-

Period . Union Camp : - - f Margin of
. DX x X' % x %' x x X'ynderselling
§ m————— e Cents per pound——-—————————- . Percent
1980: : : : :
January-March-———--—- : XXk . XXX . Kk X
April-June-—-————-———- : XKk . KKK XXX
July-September———---- : : XkK 2 KXKX Xk X
October-December—--—-- : xkK 2 KXk . X% X
1981: : :
January-March-———-——- : XXk XK X
April-June-——-———=——- : XXX o KK X
July-September-——---- : xXKX XXX
October-December—---—-: XXk XX X
1982: :
January-March---————- : XXX
April-June-———---~---: XXX
July-September--—---—- : KKK
October-December—--—- : AKX

1983: :

January-March---—————- : x XX 53 s kKX . XK X
April-June--——-—————- : : O Tkx . xxx . Kk X
July-September-——--—- : <E:§Z> <i> **QQ?QQT* STURXX 3 XXX XXX

Source: Compile a€&<§§;§2tted i \§§9ﬁ%e to questionnaires of the
U.S. Internationa e i

Union ivered r?gzgi%br HCO declined gradually from * * X

per pound *<> * per pound in January-June 1983, or by
a total of Union Camp's prices recovered by * X* X
perc third quarter of 1983.

B es for HCO declined from * * * per pound in

er pound in January-June 1983, or by * X X

eriod. Bunge's HCO prices rose to * * * per pound,
ér, du¥ing the third quarter of 1983, an increase of * * * percent from
of the previous quarter. The prices at which * * * sold their product
gOApril 1982-September 1983, were below those of the domestic producer
and in almost every instance, lower than the prices * * X,k X x %,

During the entire 15-quarter period under consideration, the imported HCO
undersold the domestic product by * * * ranging between a low of * * X
percent in January-March 1980 and a high of * * * percent in April-June 1982.
Underselling by Bunge exceeded * * * percent in * * * gnd amounted to * X x
percent in July-September 1983.
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~ Union Camp's net delivered prices for HSA declined irregularly from * * x
per pound during January-March 1980 to * * * per pound during January-March
1982, or by * * X percent (table 14). Thereafter, Union Camp's net delivered
prices for HSA increased irregularly to * * * per pound during July-September
1983, for a total price increase of * * * percent from the 1982 low point.
During the entire 15-quarter period, Union Camp's prices fell by a total of
* % % percent.

from * * X per

Bunge's net delivered prices for HSA declined irregula
C r 1982-March

pound during January-March 1980 to * * * per pound during
1983, representing an overall price decline of * X £ pe
rose thereafter, however, from * * * per pound in Ja \
per pound in July-September, or by * * * percen spite of this
* X X percent

September 1983 and varied between a low ; percent in January-March 1980
and a high of * * * percent during{@ctober<k ber 1 N\\_In July-September
1983, the margin of underselling amoynted to ¥ X pércent.

t e prices paid by
@) 980-September 1983.
i @’ showed an almost uninterrupted
(gz;g;g) rom * * * per pound in

January-March 1980 to
* % % percent (tab

July-Septemb

ry-March 1983, a decline of
a rices then rose to * * * jp
£\ from the January-March 1983 level.

&
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Table 16.--HCO: Quantity imported and landed, duty-paid prices paid by Bunge
for HCO imported from Brazil, by quarters, January 1980-September 1983

: : Purchase price

Period . Imports . paid by Bunge 1/
: 1,000
: pounds r_pound

1980: :

January-March XXX

April-June-- : XXX

July-September H XXX

October-December : KKK
1981: :

January-March : XXX

April-June : X% X

July-September : AKX

October-December : XKX
1982: :

January-March : P33

April-June-- : XXX

July-September : S XXX

October-December—- Kk X
1983:

January-March——————————————- <;£:§ KKK

April-June---—- XXX

July-September—-——————--~ Tz;>- XXX

(> :

1/ Delivered prices wer! * x x per pound to f.o.b.

prices, as indicatéd in B e‘ esp e Commission's importers

questionnaire.

1n response to questionnaires of the

e fell through most of the January
: nd are presented in table 17. The data show that
(’ i or the imported product fell almost continuously
i DET pound in January-March 1980 to * * * during October 1982-June
' , a total decline of * * X percent. During July-September 1983, Bunge's
ase prices rose to * * * per pound, or by * * * percent from the previous
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Table 17.--HSA: Quantity imported and landed, duty-paid prices paid by Bunge
for HSA imported from Brazil, by quarters, January 1980-September 1983

Period : Imports : Purchase price 1/
: 1,000 :
: pounds ¢ Cents per pound
1980: .
January-March——--- : Kk X
April-June _— : S X X%k X
July-September—---- : XXX
October-December--—————————v-eeo : XXX
1981: :
January-March - — XXX
April-June——- - - : , : X% X
July-September- - : XXX 2 XXX
October-December - XXX
1982:
January-March-———- XXX
April-June-—- XXX

July-September—————--ceeeemme e : XXX

October-December--———————-- - TN : XXX
1983: <j> :
January-March - XXX o : XXX

April-June-————~=————7#o~2 < <\j\ xxk *xKX
July-September------- - =SS Qf> Xk Xk X

1/ Delivered pric %/ﬁ’ e\¢elculat \ﬁiizdﬂlng x % X per pound to f.o.b.
prices, as Bynge's response the Commxssxon s importers

questionn @
a ted in response to questionnaires of the

mmissioner Stern raised the question of competitive
eight costs of importers and domestic producers of castor
| sel for SANBRA, the largest Brazilian exporter of HCO and
HSAY for wh1ch Bunge is a U.S.-commissioned agent, argued that the imported
HCO and HSA had a transportation cost advantage because the purchasers that
account for the bulk of SANBRA's sales 1/ are located nearer to the ports of
entry used by SANBRA and thus incur little, if any, inland freight cost as an
increment of total laid in price. 2/ Bunge maintains inventories of HCO and
HSA exported from Brazil by SANBRA at its regional warehouses in Newark, N.J.,
New Orleans, La., and Charleston. S.C. 1In contrast, respondents argued,

1/ Transcript of the hearing, pp. 120-123.

2/ Counsel for SANBRA stated that the * * X largest customers of SANBRA have
facilities close to ports of entry and together account for * * X percent of
SANBRA's total imports of HCO and HSA.

A-33



A-34

petitioners are located inland and incur significant additional freight costs
to their purchasers' locations such that the freight cost advantage of
imported HCO and HSA amounts on the average to more than 2 cents per pound.

To resolve this question on a factual basis, the Commission staff
requested that SANBRA and Union Camp provide 1983 freight costs to specific
market areas in which their respective major purchasers are located. These
data are presented in table 18. Data are shown by cities and are
regions.

In 1983, SANBRA had a freight * * * in the Gulf Coast.{> SA
costs, based on New Orleans as port of entry, were all * X x
Union Camp. Union Camp's cost * *.* ranged from about *

(to Beaumont, Tex.) to * * * cents per pound (to Hou
respectively. 1In contrast, Union Camp enjoyed a *

to the Chicago area (* * * cents per pound), fo eight cost * * * that
ranged from * * * percent to * * X percent.

Shipping to the east coast, Union Camp\had a eight co in four
of six comparisons in which New York was : t of entry/fax RA's
shipments. Purchasers located in North r pound in
freight costs if they bought from Un F % cated
in Philadelphia and Pittsburgh, freig : * s per pound * X X

for the domestic product. SANBRA
cent per pound for shipments of Bré
and New York. A single comp
shows that there was * * x

New Orleans to Los A

&cost***of***
ustomers in Hoboken
the west coast region

(o{0] ?E A m Dover, Ohio, or from

t (¢] ales to purchasers in the
t * %X x could account for a * * X
un oreover, SANBRA has affirmed that

erence in average castor oil cost in
ther, this input cost * * * and the
s located in the Gulf coast region could

1/ Post hearing brief on behalf of SANBRA, Dec. 16, 1983, p. 6.
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Table 18.--HCO and HSA: Freight costs associated with the shipments and
by Union Camp and SANBRA to specified destinations and the respective
transportation cost advantage or disadvantage to the domestic producer

Total freight costs 1/ . Transportation
: cost

.advantage (-) or
.disadvantage (+)

SANBRA 2/ :  Unio

Destination :

: From ' From

. New | New

. Orleans . York

PR —., P
East coast: : : :
Charlotte, N.C- : XXX o L XXX
Charlotte, N.C-—--: : 133 P 3 XXX
Greenville, N.C : XXX . KKk . XXX
Greenville, N.C——————--ac—- : XXX : XkK : XXX
Hoboken, N.J : XXX XXX . XXX
New York, N.Y-- : X 3 : . RKX . XKX
Philadelphia, Pa-——---—--——-—-: s : XXX KKK
Pittsburgh, Pa-——————-—a-r-; : . XXX XXX
Midwest: : .

Cicero, Ill XKk 2 kXX XXX
Circleville, Ohio XXX ;. KKK XXX
Franklin Park, Ill- : £33 FT T I KK
Kansas City, Mo-- : P XXX
Louisville : XXX 3 kKX XXX
: XXX ;KKK ¢ XX
. KKK o KX o KKK
. XXX o XXX o b3 % 4
£33 I XXX ¢ KKK
XXX XKk o XXX
: XXX o XXX o X KK
: XXX 33 I XXX
: XXX XXX XXX
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Table 18.--HCO and HSA: Freight costs associated with the shipments and
by Union Camp and SANBRA to specified destinations and the respective
transportation cost advantage or disadvantage to the domestic
producer--Continued :

Total freight costs 1/ f Transportation
: . cost ‘
. - .advantage (-) or
SANBRA 2/ :  Union x\
Destination : : Camp, 3/ : sadvantage (+)

.
.

From ' From

. New | New . Amount
. Orleans ' :
: . J R Vi : Percent
Gulf coast: : : : : :
Beaumont, Tex--——-————=——=—=: : : R 1 XXX
Bellaire, Tex—--—-—-——————————- : : : L KKK
Fort Worth, Tex- : KKK 1333
Houston, Tex—-- - XXX . XXX
Metairie, La : 8 XXX XXX
New Orleans, La : XKk ¢ KKK

West coast:

Los Angeles, Calif--———————- : <::;;2 O wxx (ii\ N XXX
; :]) AN : :
o

1/ Total freight includes ent and an inland freight

. he inland transportation
ast expensive means of

amp, the inland freight cost
asers in the specified cities.
ound ocean freight for shipping

ources” Compiled from data submitted in response to questionnaires of the
. International Trade Commission.

Appreciation of the U.S. dollar

Table 19 presents indexes of producer prices in the United States and
Brazil and indexes of the nominal and real exchange rates between the U.S.
dollar and the Brazilian cruzeiro, by quarters, from January-March 1981 (the
base period) through July-September 1983. As shown in table 19, the cruzeiro
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Table 19.--Indexes of producer prices in the United States and Brazil and
indexes of the nominal and real exchange rates between the U.S. dollar
and the Brazilian cruzeiro, by quarters, January-March 1981 through
July-September 1983

(January-March 1980=100)

: u.s. : Brazilisn : Nominal : Real
Period i Producer :Producer Price: excha3§§§;fte :exchange-rate -
: Price Index : Index : index : index 1/
1981: : :
January-March————- : 100.0 : 0 100.0
April-June--————-- : 102.4 : 8.5 : 101.4
July-September———-: 103.3 : 40.8 : 105.2
October-December—-: 103.2 : 166.8 : 107.3
1982: : : :
January-March-----: 104.0 : 194.7 : 107.5
April-June-———---- : 104.2 : 226.2 : 103.7
July-September——--: 104.8 .: : 267.9 : 104.4
October-December—-: 104.8 B : 325.4 : 109.7
1983: : : : :
January-March———-- : 104 . 461.1 : 124.7
April-June---——--—-: 5 O 5128 672.2 : 137.9
July-September———-: .3 2/ 648f§§;29 900.5 : 147.6
: 2 (N : :
1/ Based on nominal ex&ﬁé r exp i unites of cruzeiros per U.S.
dollar. g:}
Source: g;égggssihe International Monetary Fund in
Internations ember 1983.

Union Cemp Corp. supplied the Commission with a list of 18 firms to which
it allegedly lost sales of castor oil products because of alleged LTFV imports
from Brazil. The Commission contacted six of the purchasing firms, which
together accounted for a majority of the total alleged lost sales, and was
able ‘to confirm sales of the Brazilian products to five of the companies
contacted. * X% %X, reported that it had not purchased Brazilian HCO or HSA and
that it had purchased only domestic HSA but is trying to * * * because of
uncertainties with the castor bean crop. The approximate value of the
purchases of HCO and HSA by the five purchasers was * * X, 1/

1/ Based on Union Camp estimates and conversations with six purchasers by
Commission staff. A-37
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Details of the five alleged lost sales that confirmed purchases of HCO
and HSA from Brazil are as follows:

Purchasing company Product Source
x X x b 4 b 4 b 4

In all five instances, price was given by the purchase
for selecting the imported product. * * X % % x_ gp *
needed to purchase the lowest price material to kee eir
competitively priced.

X X X %X x X gnd X X X indicate atavai i HCO and HSA has a
significant effect on price. : ices during 1982

were declining but recent price cantly higher,
also report that the

$iderably lower than domestic prices on a
September 1983. The price of imported HCO
pound during this period. This equates to
cents per pound less than domestic prices.

alleged it had to reduce prices so as to avoid losing sales to
rs. All seven firms confirmed that Union Camp had to reduce prices
S0\ in order to remain competitive with the foreign material. The
approximate amount of the HCO revenues lost by Union Camp through price
suppression was * * X, 1/

1/ Based on Union Camp estimates and conversations with the seven purchasers
by Commission staff. , A-38
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Details of the seven instances of price suppression for HCO are as
follows:

Date of : Frice quotation

offer

Purchasing company Quantity ' Source

ReJected Accepted

00 oo oo oo

| <&
x x x . x x &X
Prices for imported HSA were also lgwer than domestic prices on a
delivered basis during the period for whit ata were provided. The price of

imported HSA increased by approximdtely * * * % cents per
983. This

domestic prices. During April-August i g allegedly offered HSA
for * * * cents per pound. The wv i d five firms for which

Union Camp alleged they had : - St
competltors x % x; howe ft;med that they did purchase
tltxvely with the Brazilian

product. The approxly venues lost by Union Camp

through price suppress
Detatls(%;:§%§§§§$\\'-

pa

e suppression for HSA are as follows:

Rejected Accepted

\\\,mLJy) at\ofd .  Price quotation )
P asing Compan aiségf : * Quantity . Source

N

Purchasers' views of market competition

In order to establish what price difference could be expected to cause a
change in sources for purchases of castor oil products, the Commission staff
surveyed nine purchasers of HSA and HCO for their comments and conclusions.

1/ Based on Union Camp estimates and conversations with the five purchisers,
by Commission staff.
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According to the information provided by six of the nine companies,
the quality of imported and domestic castor oil products was similar; however,
one company, X * X, gtated that * * X, Firms surveyed agreed that the
availability of the product and terms of payment were practically the same.
Some purchasers for * * * ggreed that a very small price difference, i.e., 1
cent per pound was sufficient to change sources, provided the product met
their specifications and conditions. However, one company's representative
stated that a price difference of not less than 10 cents pe
for that firm to charge its source. Some of the purchasers in
they were indifferent as to the origin of the product. The} interested
only in quality and price. One purchaser stated that his ¢omps s very
pleased with the consistently high quality of the domest
very high reliability of deliveries, and that his
premium of 1 to 3 cents per pound to the domesti

The price data obtained by the Commission from
questionnaires indicate that the imports o agtor oil
Union Camp's products during 1983 by * * : 0 and * * * perceat
for HSA. Thus, the domestic producer would\H to make significant reduction

in its prices in order to be competitive witt gnd HC orts from Brazil.
The information received from n companie a iﬁg castor oil
products is summarized below: S Qii;%

producer and importer
oducts undersold

=]
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1N E " '\‘VIE D -
"~ BRAZILIAN EMBASSY _
3006 Massachusetts Ave,, N. W. §
WASHINGTON, D.C. 20008 8] JULIT? e J: 55
U;:F.'r TSR RPN y
- JL P ~
“IU \_!/’:‘::"c U A )
Ciin:
July 15, 1981 e

| <& % I Tees - —iiey
The Honorable Kenneth R. Mason <§§§§>

Secretary
U.S. International Trade Commission B
701 E Street, N.W., Room 160
Washington, D.C. 20436 stsb <§§§§§>
o @O
Yy igation

r
(o}

Re: Request for Commission<lInju Inv
of Certain Caszijiszj- u t@;igﬁ& Brazil

he Trade Agreements Act of
207.30(d) of the Commissions

hereby requests the International

investigation of whether there

B, imports of certain castor oil

t to a countervailing duty order if

and to revoke said order. The

is subject to a countervailing duty order

, (T.D. 76-80, 41 F.R.11018) and is,

for an injury review. Furthermore, Brazil is

ounttry under the Agreement" pursuant-to the requirements of

tion 104(1l)(B) of the Trade Agreements Act. A

Respectfully éubmitted,

% \é\Q

Luiz EELIPE P. LAMPREIA
Charge d'Affaires a. i.
- A-42
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UNITED STETES

INTERATIONAL

TRADZ CO'iMISSION

.....

R LN -
WASKINGTON. 0.¢. i3

OFFICE OF THT SECRETARY

Erazilizn Exbassy

2. 0¢ Mzseocthusetts Avenue, NN
wWashingzon, D.C. 20008

Dear Mr. Lampreia:

Thank vou for your letters of July
by the United States International

of the Trade Agreements Act of 1979,\%
ially \n

the United States would be mat
injury, or the establishment of

shears from Brazil subj
February 11, 1977; (2) ¢
vailing duty order T.D

of March 16, 1977
You also reques
letters were

Dt
AT iouid
after the

from the Commission.

..f

under section 104 (b) (2)
hether an industry in

+ and (3) certain castor
é?ling duty order T.D. 76-80

y orders were to be revoked.
duty orders be revoked. Your -

» on July 17, 1981, and the Commission
gations' under. section 104 within

a request for an investigationm,

It is the intention of the Commission,

¥
e receipt of your requests, in order to permit

ation of entries of the affected merchandise made on

of receipt by the Commerce Department of notification -

‘Do not hesitate to contact us if we can be of further assistance.

cc: Director, Office of Opergtions

WFrv. Chron, Subj,

“ve _NVasenn

Sincerely yours,

Kenneth R. Mason
Secretary

A-43
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| UNITED STATES
INTERNATIONAL TRADE COMMISSION

WASHINGTON. D.C. 20436

OFPICX OF THE SCCRETARY

Mr. Gary Horlick
Deputy Assistant Secretary

. of Cormmerce for Trade Administratio
Room 2800

U.S. Department of Cormerce

14th & Constitution Avenue, KW,

Washington, D.C. 20020 _
. <

Dear Mr. Horlick:

This is to notify you &)(3) of the Trade
Agreements Act of ) A the—Cornission has received
the requests lisre respect to countervailing
1) of the Act that .it
whether an industry in the
juried or threatened with

ent of an industry in the United
ded, by reason of imports of the
% h countervailing duty order if the

e Cormission will notify you of any

commence
United S
material

Sincerely,

Kenneth R. Mason
Secretary

A-44
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PPENDIX N
THE COMM J CE o{‘ IGA‘IION AND SCHEDULING
AND -,} OF WITNESSES AT
. @ BER i ‘ PUBLIC HEARING
% §@

g
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.
Investigation No. 104-TAA-20

CERTAIN CASTOR OIL PRODUCTS FROM BRAZIL

AGENCY: United States International Trade Commission.

ACTION: Institution of a countervailing duty investigati
a hearing to be held in connection with the investigatipf.

EFFECTIVE DATE: September 21, 1983.

eements Act of 1979
mission is
determine whether an

SUMMARY: Pursuant to section 104(b)(2) of
(19 U.S.C. § 1671 note), the U.S. International

United States would bhe materiall

castor oil products from Brazil whi
countervailing duty order if thato
covers imports of hydrogenased

¢ The investigation
stearic acid as

of the United States.
hter, Investigator, U.S.
W., Washington, D.C. 20436;

FOR FURTHER INFORMATION-C
International Trade i
telephone 202-523-

M. Bild ‘
A
SUPPLEMENTARY INFOR : Q£:§§§:}D ‘
\Sﬁgéiigﬁgﬁarch 1§§§§§g>, the Department of the Treasury issued a

der\gection 303 of the Tariff Act of 1930 (19
‘\gﬁiﬁastor oil products imported from Brazil (T.D.
F.R. nuary 1, 1980, the Trade Agreements Act of 1979
\'96-39) bhecama ective. That act provided, in section 104(b), that
nbarvailing duty order issued under section 303 of the |
7 which applies to merchandise which is the product of

N the Commission, upon the request of the government of such a country

., submitted within 3 years after the effective date of title VII of the
ariff Act of 1930 (January 1, 1980) shall . . . commence an investigation to
etermine whether an industry in the United States would be materially
injured, or would be threatened with material injury, or the establishment of
an industry in the United States would be materially retarded, by reason of
imports of the merchandise covered hy the countervailing duty order if the
order were to be revoked." On July 22, 1981, the Commission received such a
request from the Government of Brazil.

- Participation in the investigation.--Persons wishing to participate in
this investigation as parties must file an entry of appearance with the
Secretary to the Commission, as provided in section 201.11 of the Commission's
Rules of Practice and Procedure (19 CFR § 201.11), not later than 21 days
after the publication of this notice in the Federal Register. Any entry of
appearance filed after this date will be referred to the Chairman, who shall
determine whether to accept the late entry for good cause shown by the person
desiring to file the entry.
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Upon the expiration of the period for filing entries of appearance, the
Secretary shall prepare a service list containing the names and addresses of
all persons, or their representatives, who are parties to the investigation
pursuant to section 201.11(d) of the Commission's rules (19 CFR § 201.11(d)).
Each document filed by a party to this investigation must be served on all
other parties to the investigation (as identified by the service list), and a
certificate of service must accompany the document. The etary will not
accept a document for filing without a certificate of service (19 CFR §
201.16(c), as amended by 47 F.R. 33682, Aug. 4, 198%&.

Staff report.--A public version of the staff re
preliminary findings of fact in this investigati
public record on November 22, 1983, pursuant

Commission's rules (19 CFR § 207.21).

nnection with this

, 1983, at the U.S.
Street NWs, Washington, D.C.
in with the

investigation beginning at 10:00 a.m.,
International Trade Commission Building,
Requests to appear at the hearing uld be
Secretary to the Commission not late

on November 25, 1983. All perso ing to ap ~§:;§
oral presentations should fi inCprief . end a prehearing
conference to be held at 10: . on )November 983, in room 117 of the
U.S. International Trade Comn n dinQ ' ) ,

i P ed” by section 207.23 of the

QVern
.Q?méd by 47 F.R. 33682, Aug. 4,
he limited to a nonconfidential

Testimony at the
Commission's rules
1982). This rule
summary and nate 2
information i i he prehearing brief was submitted. All
legal argume

Q 0

@\ be submitted not later than the close of husiness

Wri ons . --As mentioned, parties to this investigation may
file prehearing and posthearing briefs by the dates shown above. 1In addition,
any person who has not entered an appearance as a party to the investigation
ngy submit a written statement of information pertinent to the subject of the
investigation on or hefore December 16, 1983. A signed original and fourteen
(14) true copies of each submission must be filed with the Secretary to the
Commission in accordance with section 201.8 of the Commission's rules (19 CFR
§ 201.8). All written submissions except for confidential business data will
be available for public inspection during regular business hours (8:45 a.m. to
5:15 p.m.) in the Office of the Secretary to the Commission.

Any business information for which confidential treatment is desired
shall be submitted separately. The envelope and all pages of such submissions
must be clearly labeled "Confidential Business Information." Confidential
submissions and requests for confidential treatment must conform withAtdfe
requirements of section 201.6 of the Commission's rules (19 CFR § 201.6).
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For further information concerning the conduct of the investigation,
hearing procedures, and rules of general application, consult the Commission's
Rules of Practice and Procedure, part 207, subparts A, C, and D (19 CFR part
207, as amended by 47 F.R., 33682, Aug. 4, 1982) and part 201, subparts A
through E (19 CFR part 201, as amended by 47 F.R. 33682, Aug. 4, 1982).

. This notice is published puréuant to section 207.30 of the Commission's
rules (19 CFR § 207.30).

By order of the Commission. ' S <§?§ii}t>

enneth

Secr: ary '

Issued: September 27, 1983

A-50
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TENTATIVE CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subjéct : Certain Castor 01
from Brazi®

Inv. No.  : 104-TAA- \
Date and time : Decembér :00 a.m.

Sessions were held in conne n with this, investigation in the
Hearing Room of the United State ational Trade Commission,
701 E Street, N.W., in Washji ngton

IN OPPOSITION T VOCATIO STANDING
CO&N LING>DUTY

Plaia, Schaumberg ;
Washington, D.C
on behalf

= ouns
<>

u cturer ng;g%br 0i1 Products

. Hawki rate Purchasing Manager,
Unijon>Camp on
rd ITI, Associate General Manager

and t Secretary

Donald E. deKieffer)_
Cecilia H. Gonzalez) OF COUNSEL

IN SUPPORT OF THE REVOCATION OF THE OUTSTANDING
COUNTERVAILING DUTY ORDER:

The York Castor 0il Company, Westfield, New Jersey

L. J. Jubanowsky, President

- more -

A-51.
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David, Graham and Stubbs--Counsel
Washington, D.C.
on behalf of

Sociedade Algodeira do Nordeste Brazileiro--SA

<O
Walter Schneider, Manager, Castor 0il Divisj
, Barfy E. Cohen 0 U
Thomas G. She N

A-52
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T4 Sk vi MO 9: 58

OFFIC. Ui THE SECi.: *ARY

| & Torn=nAn
1600 VALLEY ROAD. WAYNE, NJ 07470 TELEPHONE {201) 828-9&00' o ¢

it .

<
September

U.S. Tariff Ccrmission :
Washington, D. C.

Gentlemen: ‘
Subject: U.S. Tariff Provisi&x @
Sec. 336. Equalj of Costs ct'lon
5 . :.02 UE> t duty

Castor 0il-
rate--1.5¢ (p

1. government stockpiles of castor oil and
dstor bean industry, our country now is
castor oil for the needs of American indus-

ompany does not resell any of the castor oil we purchase but processes
it into the following finished products: :

Approximately two-thirds of our 1973 purchases were used to
produce Sebacic Acid (for which purpose the now ended U.S.

stockpile was intended to protect future supplies for national
defense-need§);_

Approximately one-third of the same purchases went into the
production of the following related materials:
. A-54
hydrogenated castor o1l
12-hydroxy stearic acid
methyl esters of the 12-HSA

-y,
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U.S. Tariff Commission . ‘September 9, 1974

- (These three items are used by the lubricant industﬁy
for the manufacture of heavy-duty lubricants).

(Our total castor oil usage in 1973 was 37,500,000 1bs.).

is still

sti1l has many essential needs. For example, one @f i

the only approved lubricant for the M-16 rifle. Of to us at
the moment, however, is the vast difference in the(go duction of
the hydrogenated castor oil (HCO) and 12-hydroXy steari as between

ourselves and producers in Brazil.

with India the
0 metric tons, and

" Brazil is the world's largest producer pf castor s

second. The former's 1973 production ‘Was ever 450,
this year's is expected to reach between\(3
An average crop in the past was 1 tha

le over 2 0

Brazil, th

India's production last year was
a small part available for
pal source of supply.

tric tons with only
is the world's princi-

gg%iaﬁﬁs been maintaining artificially
baYarce of trade and at the same time

]
so, to some extent, protect home -
Sg§§§§der to develop new export markets .
i1. We have no quarrel with the latter
ual basis. Brazil, however, is maintain-
or 0il vs. domestic on the one hand but is
s to be exported at prices equal to or lower

the starting product, castor oil, itself..

Despite its huge surplus il

e are having increasingly difficult times in selling
. market to which we have been suppliers for over
eSS 7211y serious when our customers are asking us tc meet
imported counterparts. To better understand our predicament,
. of'castor o0il used, 98 1bs. of HCO is produced and 93.5 1bs.
Besides the cost$ of production, flaking and bagging the products,
these reduced yields also add to the costs and do not reduce them.

Specifically, castor oil can be bought within Brazil at $150 to as much as $200
per metric ton below the export prices allowable by the export coordinator.

The latter not only dictates the export price each month, but also allocates:
the quantities of oil allowed to be exported by any of the numerous crushers.

- Many of the latter may be compelled to sell at almost any price domestically to
- move o0il out of his tanks because the exports are not sufficient to keep up
with the flood of suppTies.- There are no controls over domestic sales of casto
0il1 nor on the finished products.

A-55
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- U.S. Tariff Commission ~ ‘September 9, 1974

£
- (4

In addition, domestic users of castor oil are given certain incentives such
as reduced export taxes and indirect subsidies. As long as these advantages
continue to accrue to their benefit, we stand a serious chafice of losing all
our HCO and 12-HSA business to them. The U.S. lubricating industry would
then have to rely on foreign producers for their suppl@ies on

‘of\the differences

pays and what
ention. If you

We feel we have a case in our favor for a full investi
in the cost of raw materials between what a Brazi
we are compelled to pay due mainly to their gov

-customers. »
/‘5'. - A\ f\ . ‘ ’ . :
27, X - - .
A / 4%-—@—-‘"
att F. Aé%Eé%{?ch 3 _
\ -rpo(é%izgg; asing Agent
MFA:va <::;ii2> <§§§§§;£9 . : ,

e | ' A-56
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Q&
A

APPE Do

THE TREA T' %?U.RY AND FINAL FEDERAL REGISTER
TERVAILING DUTIES FOR

S LI
@ BRAZ % TOR OIL PRODUCTS
% &
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FEDERAL REGISTER, VOL. 40, NO. 177—THURSDAY, SEPTEMBER 11, 1975

Customs Service
CASTOR OIL PRODUCTS FROM BRAZIL

Preliminary Countervailing Duty
' Determination

On April 30, 1975, a “Notice of Receipt
of Countervailing Duty Petition” was
published in the FEDpERAL REGISTER (40
F.R. 18814). The notice indicated that a
petition had been received alleging that
payments, bestowals, rebates or refunds,
granted by the Brazilian Government
upon the manufacture, production, or
exportation of hydrogenated castor oll
and 12 hydroxystearic acid constitute
the payment or bestowal of a bounty or

grant, directly or indirectly, within the
meaning of section 303 of the Tariff Act
of 1930, as amended (19 U.8.C. 1303)
(referred to in this notice as “‘the Act’).

On the basis of an investigation con-
ducted pursuant to section 158.47tc),
Customs Regulations (19 CFR 15947
(c)), it tentatively has been determined
that beneflts have been received by the
Brazilian manufacturers/exporters of
hydrogenated castor oil and 12 hydroxy-
stearic acid which may constitute boun
ties or grants within the meaning of
Act. These programs include the grs

credits upomr export, income t
tions, and preferential
grams tentatively dete
bounties or grants wi
of the Act include the

ation and the
prices for cast
gation ind

m Bra-
e exemption {for certain imports

& indirect taxes and import

taxes, an’income tax deduction for

overseas promotion expenses, and a

trading company tax exemption. A final

decision in this case is required on or

befcre March 10, 1975.

Before a final determination is made.
consideration will be given to anv
relevant data, views or arguments. sub-
mitfed In writing with respect to the
preliminary determination. Bubmissions
should be addressed to the Commissioner
of Customs,. 1301 Constitution Avenue,
N.W., Washington, D.C. 20228, {n time 1o
be received by his oftice not later than 30
davs frecm the date of publication of this
notice in the Federal Reglister

This preliminary determi{nation is pub-
lished pursuant to section 303:a' of the
Tarift Act of 1930, as amended (18 USC
1303(a) ),

Dated: Beptember 8. 1875.

VERNON D. ACREE,
Commissioner of Customs

Approved:

Assx’st@t Scer

the Treas-

ury.
|FR s- TH B 4% ami
o
<2
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FEOERAL REGISTER. VOL 41, NO. 52—TUESDAY, MARCH 16, 1976

{T.D. 76-80}
PART 159—LIQUIDATION O TIES
Countervailing Duties, Castor 0il Products
From Brazil

N @tice
g\Duty Deter-

Preliminary Counte
mination” was publi

credits upon

export, inco: \\\ \

erential finan grams tentatively

determined Reb (o b ounties or grants

'ithi "\,{‘\\x of the Act included
the 3 \ from certain indirect
taxe pR\exportation of the castor oil

oil exports. The notice also stated that
the programs tentatively found not to
be applicable to the manufacturers ‘ex-
porters of the castor oil products under
consideration from Brazil included the

exemption for certain imports from cer-
tain indirect taxes and import taxes. an
income tax deduction for overseas pro-
motion expenses. and a trading company
tax exemption. The notice provided in-
tercsted parties 30 days from the date ol
publication to submit relevant data,
views, or arguments, in writing, with
respect 1o tire preliminary determination

After constderation of all information
received, it is determined that exports
of hydrogzenated castor oil and 12 hy-
‘droxystearic acid from Brazil are subject
to bounties or grants within the meaning
of section 303 of the Act. All conclusions
reached in the preliminary determina-

ctions, and pref--

el remal unchanged and are adopted
in this final determination.

In accordarnce with section 303 of the
Act. the net amount of the bounty or
srant has been estimated and declared
to be 11.3 percent of the f.o.b. or ex-works
price to the United States of hydropen-
ated castor oil 12 hydroxzstearic
acid from Brazil.

Effective on or aft
lication of this e i
ister an@Qunti
entry for S

the date of puis-

rori Brazil, which
unties or grants,
ted. in addition to
timated or determined
countervailing duties in the
ascertained in accordance with
tihe above declaration. To the extent that
has been or can be established to the
- the Comumissioner of
orts of hydrogenated
ydroxystearic acid
facdtured by a particu-
to a bounty or grant
amount which other-
e)anplicable under the above
the smaller amount so estab-
be assessed and collected on
of such hydrogenated castor oi!
\ &h}'drox}'stearic ac:d.
be eligible to establish tnat a pr: -
ucular drm receives a bounty or gran:
smaller than that estimated in thie abowe
declaration, such firm or any impaorter
of hydrogensted castor oil or 12 hydrox-
vstearic acid produced by such firm
must request. within 30 days irom pub-
lication of this notice in the Federal Rea-
ister, that liquidation of all entries Icr
consumption or withdrawal from ware-
house {or consumption of such ciutiable
castor oil products from Brazil pe sus-
pended pending declarations of the net
amounts of the bounties or grunis paic
Orly pursuant to such a request =il Lig-
uidation be suspended.

Any merchandise subject o the termn:
of this order shall be deemed :o have
benefited from a bounty or grant if such
bounty or grant has been or will be.
credited or bestowed, directly or inci-
recily. upon the manufacture. produc-
tion, or exportation of hydrogenaied ca-~-
tor oil or 12 hydroxystearic acid manu-
factured in Brazil.

The table in § 159.47f» of tlie Customs
Regulations (19 CFR ®159.47{: is
amended by inserting after the last entry
for Brazil the words “Certain Castor Oil
Procucts.” in the column headed "Coni-
mocity.” the number of this Treasury
deciion in the column headed “Treas-
ury Decision.” and the words “Bounty
Declarec-Rate” in the column headed
“Action.” . .
+R 8 231 zece 303 az amended, 624 46 St
687. 739 88 Stat 2050:; 19 US (. Ay, 1303, s
amended 1624, :

VERNON D. ACREE.
Commissioner of Custnsg
Apmioved: James B. CLAWSON,
Assistant Secretary of The Treasury.
FR D¢ 76-7224 Plled 3-15-76:8:45 am!
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Customs Service
19 CFR Part 159
[TD. 79-145]

Certain Castor Oil Products From
Brazii—Deciaration of Net Amount of
Bounty or Grant

AgeNncy: U.S. Customs Service. Treasury
Department.

acnoxt Net Amount of Bounty or Grant
Declared.

SUMMARY: This notice is to advise the
public of the new rate of countervailing
duty applicable to imports of
hydrogenated castor oil and 12
hyroxysteanic acid from Brazil. Based
upon a review of information received.
the net amount of benefits given by the
Government of Brazil which constitute
bounties or grants within the meaning of
the countervailing duty law upon the
manufacture. production. or exportation
of hydrogenated castor oil or 12
hydroxysteanc acid has been
determined to be 9.6 percent of the f.o.b.
or ex-works price to the United States
Accordingly. effective today.
hydrogenated castor oil and 12
hydroxysteanc acid from Brazil will
subject to countervailing dyt¥oin

Washingio
566-2323.

Federal Register of March 16. 1976 (41
FR 11018). a notice. T.D. 76-80. was
published stating that it had been
determined that exports of
hvdrogenated castor oil and 12
hydroxvstearic acid from Brazil received
bounties or grants within the meaning of
section 303 of the Tariff Act of 1930. as
amended (19 U.S.C. 1303).
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Any merchandise subject to the terms
of this declaration shall be deemed to
have benefited from a bounty or grant if
such bountyCer grant has been or will be
paid or credited\ directly or indirectly,
upon the manu re. production. or
exportati drogenated castor
oilor12h ari¢\acid from Brazil.

(f) of the Customs
159.47(0) is

At that time. nouce was given that
hydrogenated castor oil or
hydroxyvsteanc acid. imported directly
or indirectly from Brazil. if entered for
consumption or withdrawn from
warehouse for consumption on or after
March 16. 1976, would be subject to the
payment of countervailing duties equal
to the net amount of any bounty or grant
determined or estimated to have been
paid or bestowed. In accordance with
section 303 of the Act and based on
information then available, the net
amount of bounties or grants was

eading "Brazil", the

of this Treasury Decision in the
column-so headed and the words “New
rate” in the column headed "Action".

. 88 amended. 824; 46 Stat.

- (19U.S.C. 66. 1303). as

of Brazil announced th

determined by

bounties or g . 1979.

ire value af

st

ty il the future to
ly’changes.

$ of% se actions taken by
of Brazil to reduce the

Goemmem of Brazil on the exportation
of hydrogenated castor oil and 12
hydroxysteanc acid is 9.8 percent.
Accordingly. effective on May 17.
1979, and until further notice, upon the
entry for consumption or withdrawal
from warehouse for consumption of such
dutiable hydrogenated castor oil or 12
hydroxystearic acid. imported directly
orindirectly from Brazil which benefit
from such bounties or grants. there shall
be collected. in addition to any other
duties estimated or determined to be
due. countervailing duties in the amount
ascentained-in accordance with the

above declaration. A—62
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" DEPARTMENT OF THE TREASURY
Customs Service
19 CFR Purt 159

(T.D. 79-253]

Non-Rubber Footwear, Certain Castor
Ofl Products, Scissors and Shears, and
Cotton Yam From Brazit; Deciaration
of Net Amount of Bounty or Grant

AGENCY: US. Customs Service, Treasury
Department.

AcCTON: Net Amoun: of Bounty or Grant
Declared.

SUMMARY: This notice is to advise the

" public of the new rates of countervailing
duty applicable to imports of non-rubber
footwear, certain castor oil products.
scissors and shears. and cotton yam
from Brazil. These rates will be
applicable to such merchandise
exported fmom Brazil on or after
September 30, 1979.

566-2951.

to constitute bounties or
aqts, reductions of the countervailing
duty rates applicable to imports of non-
rubber foptwear, certain castor oil
products, scissors and shears, and
cotton yarn, would be made quarterly to
reflect the staged reduction of these
benefits. The present action is taken to
reduce the countervailing duty rates
applicable to imports of the above
merchandise which are exported from
Brazil on or after September 30, 1979.

On the basis of the actions taken by The table in section 158.47(f} of the
the Government of Brazil on September  Customs Regulations {19 CFR 159.47(f
30. 1979, to reduce the payments to the is am by inserting after the last
exporters of the subject merchandise, it for “pon-rubber footwear,”
has been ascertained and determined ~ stor oil products,” “scissor.
that the net amount of bounties or grants ars,” and “cotton yam.,"
paid or bestowed, directly or indifectly ly, under the country headu
by the Government of Brazil on the number of this Treasury

exportation of the subject mercha the column so headed and
s “New Rate” in the column

aded “Action.”
(R.S. 251. section 303. as amended. 624: 4
Stat. 687. 759, 88 Stat. 2049: 19 US.C. 066, 13
as amended, 1624). -

manufactured by s whose export David R. Breanan.
sales account for 49 pércen Acting General Counsel of the Treasu:y.

merchandise, is as follows:
(1) Non-rubber footwear:

COOE 4810-22-8

‘-0 that country on or afler
ber 30, 197 which benefit from

countervailing duties in the amount
ascertained in ‘accordance with the
above deciaration.

Any merchandise subject to the terms
of this declaration shall be deemed to
have bepefited from a bounty or grant if
such bounty or grant has beea or will be

" paid or credited. directly or indirectly,

upon the manufacture, production. or
exportation of such non-rubber
footwear, certain castor oi products.
scissors and shears. and cotton yamn.,
respectvely, from Brazil.
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THE SUBSTITUTABILITY OF STEARIC ACID FOR HCO AND HSA

Hydrogenated castor oil (HCO) and 12-hydroxystearic acid (HSA) are minor
derivatives of castor oil and are used primarily for the manufacture of
heavy-duty lubricants.

With one notable exception, castor oil derivatives are chemically similar
to corresponding materials made from domestically produced ani fats and
vegetable oils. The exception is the presence of a hydroxy grou

hydroxy group imparts superior lubricating qualities and<5ais“~
point of the castor oil derivatives by more than 20°C. compared

in lubricants
.g., for HCO, a
industries. 1/

both as is and in the form of lithium soaps.
hard wax) are predominantly in the metalwork

Lithium soaps (and soaps of other metal A fatty acids are
combined with petroleum oils to solidi them t duce 1 icating greases

which remain in place for long periods o ho e
attention--e.g., in the front-wheel i of automob

Lubricants for certain type in §>opera£§§;§§ igh speeds or
under high pressure must have hi int s as lubricating
qualities). Both HCO and HSA(qre\pre ed fo ‘@avy-duty lubricants.
Less expensive lubricants : : ased imal tallow and its

derivalive stearic acid cf One —duty applications or

blended with the casto

: “j :es <§§§§?$ ediate requirements.
The follow(ﬁiiiiiij§>io u z <§§i§§%oints made above.
@ Price 1/
(cents per pound) Melting point 2/
N

<

: 68 87°c
Hydro %llow—— o 34 67°C
B 78 85°C

> N\ 36 62°C

al Hark:i§§§‘Reporter, Nov. 7, 1983, and Commission staff report
nvestigation No. 104-TAA-20; partially estimated, by Commission staff.
2/ Data from Union Camp Corp., June and December 1983.

The disparity in prices indicates that the tallow/stearic acid types of
derivatives will be chosen where they will meet the requirements, but that the

castor oil derivatives command double the prices of the former where
heavy-duty, high-temperature lubrication performance is required.

-—l/ Chemical Purchasing, May 1983, p. 16.
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DEPARTMENT OF COMMERCE
International Trade Administration

- Certain Castor Oil Products From
Brazil; Prefiminary Results of
Administrative Review of
Countervaliling Duty Order
AGENCY: International Trade
Administration, Department of
Commerce.

ACTION: Notice of preliminary results of
Administrative review of countervailing
duty order.

SUMMARY: The Department of
Commerce has conducted an
administrative review of the -
countervailing duty order on certain
castor oil products from Brazil. The
review is based upon information for the
period January 1, 1979, through
December 31, 1979. As a result of this
review, the Department has preliminary
determined the amount of the net
subsidy to be 2.71 percent of the f.0.b.
invoice price on the merchandise.
Interested parties are invited to
comment on these preliminary results.

EFFECTIVE DATE: July 20, 1881.

FOR FURTHER INFORMATION CONTACT:
Paul J. McGarr, Office of Complianc,
Room 2803, International Trade
Administration, U.S. Department of
Commerce, Washington, D.
(202-377-1167).
SUPPLEMENTARY INFORMA
March 16, 19786, a not

Departmen
determined that.e
castor oil products
benefitted from bow Dties or grants
within the meaning of section 303 of the
Tariff Act of 1930 (19 U.S.C. 1303) (“the
Tariff Act”). Accordingly, imports into .
the United States of this merchandise
were subject to countervailing duties.

On January 1, 1980, the provisions of
title I of the Trade Agreement Act of
1979 became effective. On January 2,
1980, the authority for administering the
countervailing duty law was transferred
from the Department of the Treasury to
the Department of Commerce (“the
Department”). On January 4, 1980, T.D.
80-13 was p\;%hshed in the Federal
Register (45 FR 1013) announ the
suspension of liquidation of aclilnesntriea,
or withdrawals from warehouse, for
consumption of this merchandise
exported from Brazil on or after
December 7, 1979. The Department
published in the Federal Register of May
13, 1980 (45 FR 31455) a notice of i
to conduct administrative revi¢

Act, the Department h
administrative review o
certain castor oil produe

5‘3 ember 31, 1979, and is
%- enefits received under

yods Circulation Tax (ICM), found
countervailable in the order, were
eliminated by December 7, 1979, and
have no impact on the 1979 entries of
this merchanise subject to this review.

Analysis of Programs

(1) Working capital financing at rates
lower than those commerically
available. Under this program,
companies are declared eligible to
receive working capital loans by
CACEX (the Department of Foreign
Commerce of the Banco Central, do
Brasil), with the loans a duration of up
to one year. Firms producing castor oil

. products can obtain preferential
financing for up to 20 percent of the
value of the previous year's exports.

The commerical rate paid for the

- acquisition of short-term working capital

is the rate established by the Banco do
Brasil for discounting sales of accounts

. receiveable. Although we are comparing

sale of an asse
comparison b scause information
Provide d vy the Government of Brasil

oan with the term of a.
' .

ém, working capital is
hArough the sale of

BCe BDI6. .
979 the two reviewed firms
‘Q. for all of their loans at

al discount rates provided for
Resolution 515 of the Banco
do Braxil. The preferential rate
available under the resolution was 8.0
percent, with an effective annual rate of

ifference between the commerical rate
and the preferential rate was 16.4
percent. -

On December 7, 1979, the publication
of Resolution 583 completely revised the
method of calculation of discount rates
for preferential financing of exports. The
effect of this resolution and its
successors in 1980 (Resolutions 602 and
641) was to reduce considerably the
benefits to exporters from the
preferential financing program.
However, because these companies did
not contract for loans under Resolution
583, this change had no impact on the
merchandise subject to this review.

For 1979, the amount saved divided by
total export revenues produced a

. weighted-average benefit under this

program for the two companies of 2.55
percent ad velorem.

With the publication of successor
Resolution 674, effective January 22,
1981, there has been a considerable
increase in benefits under this program.
This latest resolution established a fixed
interest (rather than discount) rate of 40
percent, with interest payable semi-

A-68
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annually and the principal fully paya
on the due date of the loan, The
effective rate of interest for these loans
is 44 percent. The comparable rate for

discounting sales of accounts receivable

is now 59.8 percent plus a 6.9 percent
tax on financial transactions from which
preferential loans remain exempt.
Therefore, based upon the most current
information availakle, we have
estimated a potential benefit under this
program of 4.5 percent ad valorem on
future entries.

(2) Income tax exemptions for export
earnings Under this program, the
percentage of profit attributable to
export revenue is exempt from income

tax. To arrive at this percentage, export

revenue is divided by total revenue.
Because the Brazilian government
counts IPI credits as revenue for tax
purposes, the amount of IPI credits
earned during 1979 is incorporated into
both export and total revenue figures.
Despite the elimination of IPI credits
on December 7, 1979, all such credits
earned prior to that date were counted
among export and total revenues for
1979. This procedure inflated export

statementd of firms, loan applications
and certificates of eligibility for
preferential loans received by the firms.

. The Department intends to instru

This administrative review and notice
are in accordance with section 751(a)(1)
of the Traiff Act (19 U.S.C. 1675(a)(1))
and section 355.41 of the Commerce

Preliminary Results of the Review

As a result of our calculations, we
preliminarily determine that the
aggregate net subsidy conferred by the
Government of Brazil on the export of
certain castor oil products is 2.71
percent of the f.0.b. invoice price.

the Customs Service to assess

countervailing duties of 2.71 percent
the f.0.b. invoice price on all
unliquidated entries of cer!
products exported from B
period December 7, 1979, through
December 31, 1979. A iqui

continue to be suspended.
Interested parties may submit written “

comments within 30 days of the date of

publication of this notice and may

request disclosure and/or a hearing

within 15 days of the date of

publication. Any requests for an

administrative protective order must be

made within 5 days of the date of

publication. The Department will

publish the final results of this

administrative review including the

results of its analysis of any such

comments or hearing,

A-69



Federal Register / Vol. 46 No. 247 ;| Thursday. December 24. 1981 / Notices

A-70

62437

internationatl Trade Administration

Certain Castor Cil Products From
Brazit; Final Resuits of Administrstive
Review of Countervaiiing Duty Orcer

AGEMNCY: Iniermauonal Trace
Admrustration. Cemmerce

AcTion: Notice of Final Resguits of
Admimistrative Review of
Countenyashing Duty Order

SUMMARY: On July 20. 1081, the
Department of Commerce pubhished in
Federal Register a notice of the
prefimindry resuits of its admimstrative
review of the countervading duty order
un certan castor ail products from
Braz:l. The review is based upon
information for the period fanuary. 1.
1979 through December 31, 1979. The
rotice stated that the Department had
preliminanly determined the amount of
the net subsidy te be 2.71 percent ad
valorem. Interested parties were invited
to ccmment on these preliminary results.
Upon review and analysis of all
comments received, the Department
determines that countervailing duties in
the amount of 1.72 percent ad valorem
shall be assessed on all entries of this
merchandise exported from December 7,
1979 through December 31, 1973. The
Department further determines that a
cash deposit of estimated countervailing
duties of 2.33 percent ad vaforem shall
be required on all shipments entered. or
withdrawn from warehouse, for
consumptior: on or after the date of
publication of these final results.

FOR SFURTHER INFORMATION
Paul J. McGarr, Office of Co

Administration, U.S
Commerce, Washifigr
(202-377-1187),

r6bm Brazil (T.D. 76—
e Depariment has

Imports covered by the review are
hydrogeratec castor oil and 12- '
hyvdroxys:eanc acid imported directly or
indirectly from Braz:i. These import are
currently classifiable under items 178.20
and 450.26, respectively. of the Tariff
Scheduies of the United States.

There are three known exporters of
this merchandise to the United States.
The review is based on information from
two of these exporters {representing 96%
of exports} for the period lanuary 1. 1979
through December 31. 1979, and is
iimited ‘o the Denef :
orograms for preferen

62438
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exports and income tax exemptions for
export earnimgs.

Analysis of Comments Recoived

tnterested parties were invited to
romment on our preliminary results. The
Department recetved comments oniy
from the Brazilian government and one
importer.

The Brazilian government submitted
several comments pertaining to the
Department's methodology for
calculating the value of the net s

1. Comment: The Brazilian
government argues that benefits
from its program for income tax
‘exemption on export earnings sho
allocated over total reve
export revenues. Under
exporters reveived an exem
Brazilian income tax a
fiscal year based o
to total sales i

revenues would
t the true value of

erefit received is tied directly or
ectly to the firm's level of exports,
that program is an export subsidy. The

fatt that the firm as a whole must be
profitable in order to benefit from this
program does not detract from the
program’s basic function as an export
subsidy. The possiblity that a firm may
not be profitable in a particular year
and, due to this uncertainty, could not
specifically apply benefits from this
program to its export prices is not
relevant to our determination. Therefore,
the Department will continue to allocate
the benefits under this program over the
firm's export revenues instead of total
revenues.

2. Comment: Under the income tax
exemption program. the benefit from the
tax savings earned during a particular
tax vear is not calculable by the firm
until its books are ciosed. sometime
during the following vear. when the firm
can determine with finality its income
for tax vear. Therefcre. the numeratora

the calce!ztion of this ba
i the preliminary results,
aseribes the full valu@ o
to the: yea i
incorrect. The
recogmze thy

it contained

alterndtively. use the
during the review
¢d duning the

and calculated during the
hen the company

losed its books).

am as received in the same
they were earned. [n other

r in"whi
ds benefits calculaied on the
asig\ ol ¥Ampany performance in a
ivel fiscak year were allocated over the

ame period. However, in light of the

ormments submitted by the Brazilian
government, we now recognize that the
period over which the benefits are
earned is not necessarily coincident
with the period in which the benefit is
received and used by the firm.
Therefore, in such situations of
uncertain benefits, tax savings earned
as a result of company performance in a
given fiscal year will now be allocated
over the fiscal year in which they are
receivec.

Although this is entirely consistent
with our policies and principles, it
represents a change in our method of
allocation of many income tax-related
subsidies to one year or another. In
those cases where an order is
outstanding, this change in methodology
will necessitate a transitional
reallocation of benefits. For example, in
the instant case, because the tax savings
received during this period of review
have already been countervailed as
though they were received in the prior
period of review, we will not countervail
the same benefits again for entries
during the current period of review.
Benefits earned as a result of company
performance during the current period of
review will be allocated over exports for
the next administrative review.
Therefore. for the purpose of this annual
review. the estimated duty deposit rate
on future entries will inciude estimated
benefits under this program based cr
the new method of caicuiation. but no
countervailing duties will be actually
assessed for this program for the penod

A-70
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for which benefits have already been
countervailed.

With the adoption of the above
procedure the alternate proposal, of,
adjusting the tax savings to reflect’the .
loss in value of the subsidy resulting
from its deferred receipt, becomes moot.

3. Comment: The Department
overstates the benefit conferred by
working-capital loans received through
the preferential financing program by
assuming that the entire interest savings
from these short-term loans accrues
during the review period in which the
loans are granted. even if the loan
occurs late in the period and can only
affect those entries after the date of the
loan. In allocating loans contracted for
during the current period of review, the
Department should prorate the benefit
throughout the duration of a loan. to the
extent that such loans extend into a
subsequent period of review. Loans from
an eariier period which extend into the
time covered by the current review
should be allocated on the same basis.
The Department’s current method
anticipates the actual receipt of the
benefit and does not fully allow for
factors, such as increased or decreased
exports, which will affect the ultimate
cd valorem value of the benefits.

Determination: Normally, in a
program such as this where access to
preferenual loans is based upon a fixed
percentage of the previous year's
exports. there would be little difference,
between the method the Department
employed in its preliminary notice 4
that proposed by the Brazilian
gavernment. However. when each
there is substantial growth i
of exports over the previo
admunistrative convenjence

ation possible under ﬁ-
errutial ﬁnancmi! 2

"'ogram ha»e a dur on of one full
¥2ar and that there will be no growth in
the value of exports over the previous
year This procedure fails to recogn:ze
that the causes for underutilization of
the program dunng the period of review
arminherent in the way the program
sperates and that the actuaj ievel of

utilization during the review period is a
reasonably accurate projection cf future
utilization. .

Determination: The Department chose
the method used in the preliminary
results believing that the
underutilization during the period of
review was an anomaly. Thus, we
departed from the normal procedure of
calculating estimated duties by
projecting forward results from the
review period, because we believed that
such rates would mislead importers and
lead to unexpected future liability. We
believed that the maximum leve! of
utilization possible under this program
would more accu:ately reflect the Q
results of future reviews.

Upon re-examination of information
from the original investigatiopa.in thj
and other Brazilian counte:
cases and using corrected

reviews of these cases,
discovered that the apparent
underutilization-of-thi

tervailing duty rate. The cost
cture of Amerncan p'cducers permils
er to seil at a price that includes a
comfartable profit even when meating
the prevailing import price far
hydrogenated castcr oil.

Determinauon: In r:o'ad.:f!.ng s
section 751 re‘.ew the Department
foilows 113 legal ob.xgat'on to determine
the value of the net subsidy durng the
period of review. We are not bound by
the deposit rate of estimated duties that
prevailed dunng the period reviewed.
The International Trede Commussion
{"the [TC"] determines whether there 13
material iniury or Likel:hood of matenai
injury to a demestic ndustry We note
that the Departmer! received

Coefthe Tani Act

notification from the ITC on July 22, 1981
that the Government of Brazil had
requested an injury determination with
respect to this merchandise under
section 104(b) of the Trade Agreements
Act of 1979.

Final Results of the Review

As a result of our analysis of the
comments received, we determine that
during the period of review the net

was 0.17 percent ad valorem
the preferential financing
percent ad valorem.

ight of our determination
net subsidy conferred
of Brazil on the

to account the legal changes in
preferennal financing program
discussed in our notice of preliminary
results of review. we have detzermined
the appropriate rate for deposit of
estimated duties to be 2.53 percent ad

- valorem on future entries.

e U.S. Customs Service shell assess
rvailing duties of 1.72 percent of

ucts exported from Braz! during the
périod Decemter 7, 1979 through
December 31. 1979. All unliquidated
entries expcrted from Brazil before
December 7. 1979 shail be iiquidated
according to instructions in esrlier
Federa! Registar notices dated March 16,
1676 (41 FR 11018). July 2, 1979 (#4 FR
38839). September 28, 1979 {44 FR 35525}
and February 26, 1330 (45 FR 12413\

Further. as providec by section
751{a)(1) of the Tanff Act of 1300 "the
Tanff Act™). e Customs Service 3hail
coliect a cash depcait of estimated
countervaiing cubes of 2.53 percent of
the f.0.b. irveice prce on all snipments
entered. or withdrawn {rcm warebcuse.
for ccnsumpt:or: on or after the date of
publication of these finai resuits.

This depos:it requirement wiil remain
in effect unut publication of the fira:
resuits of the next administrative
review. The Department in! :
cenduct the nex! review Ty ne enc of
March. 1982 The amoun: of

countery am“g duties 10 de impesed on
entries made dunng 1330 will :~e
determined in *he next admimistratne

review. Cqﬁseque-"v the fus Densian i

""qmaho.. reviousiy crdéered w
continue for ail shipments exneres v
Braz:ion or after lanuan 1. 1830

This adminisTalive wiiew ang
are :n accorcacce w.ild sechion
N 378 301
s USCs FERE
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and § 355.41 of the Commerce
Regulations (19 CFR 355.41).
Gary N. Horlick, :

Deputy Assistant Secretery for Import

Administration.” 7

December 21. 1961,

|FR Doc. 31-36829 Filed 12-23-81: 8:45 amj
BILLING CODE 35:0-25-M
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DEPARTMENT OF COMMERCE
htemational Trade Adminls;ration
Certain Casto' cit Prod&.cts Fram
Brazil; Preliminary Results of

- Administrative Review of
Csuntervaiiing Buty Order

AGENCY: International Trade
Administration, Commerce.

~ -acmiou: Notice of Preliminary Resu!ts of
.Administrative Review of
Countervailing Duty Order.
) The Department of Com érce-has

conducted an administrative ew'of
the countervailing dutyor certa
@ ’

castor oil products

1980, through Dece
result of the revi

Department"] published in the Federal

egister (43 FR 62437) the final results of
nts ast administrative review of the
countervailing duty order on certain
castor oil products from Brazil (42 FR
8634, March 16, 1876) and announced its
intent to conduct the next administrative
review. As required by secuon 751 of the
Tariff Act of 1930 (“the Tariff Act”), the
Department has now conducted that
administrative review.

Scope of the Review

Imports covered by the revxsw are
hydrogenated castor il and 12-
hydroxysteanc acid, imported direstly
or indirectly from Brazil. Such imports
are currently classifiable under items - A-T2
178.2000, 490.2650 and 490.2670 of the
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Tariff Scheduxes of the United States
. Annotated.

The review covers the period January
1, 1980 through December 31, 1980 and
three programs found countervailable in
the original investigation: preferential .
financing for exports, income tax
exemptions for export earnings, and an .
export credit premium for the Industrial
Products Tax (“IPI"). i

There are two known exporters of this
merchandise to the United States,
Ceralit A.A. Industria E Comercio and
Sociedade Algodoeira Do Nordeste
Brasil, S.A. (“{Sanbra”).

Analysis ef Programs

(1) Preferentia! Financing for Exports
Under this program companies are
declared eligible by the Department of
Foreign Commerce of the Banco Central
do Brasil ("CACEX") to receive working
capital loans at preferential rates. These
loans have a duration of up to one year,
Each firm producing castor oil products
can cbtain preferential financing for up
to 20 percent of the value of its previous
year's exports.

We calculated the subsidy under this
program by multiplying the value of
loans outstanding under the pregram

during the period by the differential ...

between the commercial interest rate
- end the preferential interest rate for
each loan. For loans granted prior to
period, only that portlon extendmg pas

e preferential finarcing program
upt, and varied from 25.08 to

ent during the period April 23,
1679 to December 21, 1989. .

During 1989, Cerelit and Sanbra kad
loars ¢ 1*=tanding under. Resolutions 515
(effective February 8, 19‘79) and 602
(effective March &, 1969) cf the Banco
Central do Brasil. The e;ref‘txvs annua}
rate for loans 3ramed under these
resolutions ranged from 8.70 percent lo
26.39 percent and the ciffer ential -
between the commercial and -
preferential rates ranged from 15.38
percent to 11.35 percent. We calculatéd
the benefit confarred by the program for
1980 to-be-2.09 percent ad valore'n

sl transautions, fro'n which loans

‘preferential interest. rates b

.Earnings. Exporters of cer

With the publication of successor
Resolution 674, effective January 22,
1981, there was an increase in potential
benefits under the program. The
effective rate of interest for lcans under
this resolution is 44 percent. The
comparable rate for discounting sales of
acccunts receivable’is now 72 percent
plus a 4.60 percent tax on financial
transactions. The d,EferenuaY is 32.60
percent. .

To estimate the potennal benefit and

duties forthis program, we summed the
prorated value of loans outstanding
during 1980 and found &n actual usg
of 16,80 percent. We then multiplje
current 32,60 percent dlffe"enu :

benefit under

use rate to fine a potentia
ralorem.

this program of 5.48 percent ga
(2) Income Tax Exemptiars fo
products are e!: under thi3
percentage of )
export reveny

is'program provided no
he review period.
Government of Brazil
gt atax on exports of certain
31l products to the United States
ch fully oifsets the benefit received

purposes of the cash deposit of
estimated countervailing duties, the
potential subsidy under this program is
zero percent.

Pr:liminzry Results of the Review

As a result of our review, we
preliminarily datermine that the net
subsidy conferred during 1880 is 2.22
percent ad vajorem. Accordingly, the
Department intends to instruct the -
Custcms Service to asseas
countervailing duties of 2. 2" parcant of
the f.0,h. invoice price on all shipments
cf certzin Brathas. castor cil products
exported on or after }cnuan 1, 1880 and
on or before December 21, 1980,

Further, as provxded by section
751(a){1} of the Tariff Act, we intend to

instruct the Custcms Service to coliect &
cash deposit of estimated counterveiling

duties of 5.61 percent ofthe f.0.b. invoice
price on all shipments of this

- merchandise entered, or withdrawn

from warehouse, for consumption on or
afier the date of publication of the final
resulls of the current review. This
deposit requirement shall remain in
effect until publication of the final

results ¢fthe next admmstrame
review. .

Intereste parties may submit written
commenisen the prehmmary resuits
cash deposit of estimated courtervailing letm S date of publication

2 ay request
be-a hearing within 10°
pdzte of publication. Any
equested, will be held 45
e date of publication or the
kday thereafter. Any request for
an administrative protective order rhust
be'made no later than 5 days after the
date of publication. The Department will
publish the final results of this
radve review mcludmg the
analysis of issues raised in
comments or at a hearing.
inistrative renew and notice

Dated: May 7, 1983.
Gary N. Horlick,

" . Deputy Assistant Secretary for Import

Administration.
{FR Doc. 83-13041 Filed 5-13-83: 8:45 am]
BILLING CODE 3510-25-M
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‘SUMMARY: On May 186, 1883,

(C-351-037)

- Certain Castor Qil Products From

Brazil; Fmal Results cf Administrative
Review of Countervailing Duty Crde

AGENCY: International Trade .
Administration.

ACTION: Notice of final results of -
Administrative review of ¢ rvailing
duty order. :

Department of Co
preliminary results o
review of the counte
on certian castoy
Brazil. Th i

January 1

from

ary results.
ber 8, 1983.
AMATION CONTACT:
ivagof Brian Kelly, Office of
&\International Trade

On May 186, 1983, the Department of
Commerce ("the Department”) -
published in the Federal Register (43 FR
21982) the preliminary results of its
administrative review of the
countervailing duty order on certian
castor oil products from Brazil (42 FR
8634, March 186, 1976). The Department
has now completed that Administrative
review, in accordance with section
751(a)(1) of the Tariff Act of 1930 (“the
Tariff Act”) . :

Scopé of the Review

Imports covered by the ~eview are
shipments of Brazilian hydrogenated
castor oil products and 12-
hydroxystearic acid. Such merchandise
is currently classifiable under items
178.2000, 490.2650 and 490.2670 of the

duty order - -

Tariff Schedules of the United States
¢ Annotated.
¢ The review covers the period January
- 1, 1980 through December 31, 1580, and
i three programs: preferertial financing
. for exports, income tax exemptions for

export earnirgs, and an export credit
premium fei\the Industrial Products Tax
(lleI")'

tax eXxemption for export earnings. .
Brazilian federal tax laws permit

Fhe Brazilian government
this provision results in an
eduction of the corporate
me/tax rate, which directly
dilinishes the benefit from the income
exemption.

' Department’s Position: We disagree.
As a threshold matter, we could only
consider an adjustment if those other
tax provisions result in a diminshed
benefit. In this case, the amount a
company invests does not diminish the
amount cf the tax exemption available
for export revenue. Therefore, no offset
is appropriate. See also, notice of
“Suspension of Investigation” of frozen
concentrated orange juice from Brazil
(48 FR 8839, March 2, 1983).

Comment 2: The Government of Brazil
claims that benefits derived from the
income tax exemption for export
earnings should be allocated over total
revenue rather than export revenue.
Under this program, a Brazilian exporter
receives an exemption from income tax
liabilities at the end of the fiscal year
based upon the ratio of export to total
revenue, provided that the firm has
made an overall profit. The Brazilian
government argues that, because the
determining factor in a firm's eligibility
for this benefit is its overall profitability
for'a given year, the benefit accrues o
the operations of the whole firm and not
just to exports. Further, an exemption
from an income tax calculated on this
basis cannot directly affect the price of
the experted product alone; it musthave
a general effect on all prices, beth
domestic and expert. Thus, by allocating
the benefits only to export revenue, the
Department overstates the value of the
subsidy. A-74 '

Department's Position: The .
Government af Brazil has made this
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argument before in section 751
administrative reviews of countervailing
duty orders on other Brazilian products.
See, e.g.. notice of “Final Results of
Administrative Review"” of certajn
scissors and shears from Brazil (47 FR
10266, March 10, 1982). In those reviews
we responded that, when a firm must
expcrt to be eligible for benefits under a
subsidy program and when the amount

- of the benefit received is tied directly or

. indirectly to the firm's level of exports,
that program is an export subsidy. The
fact that the firm as a whole must be
profitable tc benefit from this program
does not detract from the program’s
basic function as an export subsidy.
Therefcre, the Department will continue
to allocate the benefits under this
program over export revenue instead of
total revenus.

Comment 3: The Government of Brazil

claims that, in calculating the interest
differzntial under the program of
preferential financing for exports, the
exemption of loans received under
Resolution 674 frcm the tax cn financial
transactions (*‘the ICF") should not be
cousidered. The IOF is an indirect tax
con the financing used for the purchase of
physically incorporated inputs. For the
Department to determine the interest
ratz subsidy on preferential loans by
considering the IOF tax an integral pa
of the commercially-available rate
considering exemption from t
subsidy) is contrary to the G/
U.S. law, both of whi :
excessive rebate of indi

3 cmd{der this fact relevent. Since
‘e consider the discounting of cruzeiro-

cozaerciel alternative to Resolution 674
loans. il is appropriate that we include

he exempticn of Resolution 674 Joans
a2 iOF es part of the measurement
& full benafit provided under this

I3
H
J
el
e
Q
=
to
=
o
3]
L.
=

s are repaid.
tment should
riet subsidy based upon the

date cf repayvment of such loans, similar
‘0 the Depariment's trestment of long-

term loans, rather than prorate the
benefit over the duration of the loans.
Department’s Position: In the notice of
final results of review of the
countervailing duty order on certain
scissors and shears from Brazil, we
noted that the Government of Brazil
argued for the allocation of benefits
from these loans throughout the life of
the loans rather than for assignment to
the period in which the loan was
received. We agreed with their argument
and prorated the benefits throughout the
life of the loan. We believe this to b
reasonable method for allocating these
benefits and do not believe tha

that their current approac
reasonable than their past.a

Final Results of the Review

percent. Effective
¢ Bance do Brasil

e effective preferential
N "f}: ate for export financing from 44
petcent to 69 percent and lowered the
F'from 4.50 percent to 1.50 percent on
e 10, 1883 (Resolutions 832 and 830,
respectively). Adding the 1.30 percent
IOF to the 72 percent rate for
discounting accounts receivable, the
adjusted benchmark commercial interest
rate is 73.50 percent. As a result, the

-

- differentizi between the commercizl
~ benchmark rate and the preferential

interest rate is 4.50 percent. Using the

. adjusted interest differential and

assuming, in the absence of knowledge
of current usage levels, that Prazilian-
procducers of certaiz castor ¢il products
borrcw the maximum amount to which
they are legally entitled since February
21, 1833, we find the poteniial benefit
under the preferential firancing for
export program to be 0.6¢ percent rather
than 5.48 percent as presented in our
preliminary resalts.

Therefore, as provided by section
751{a}(1) of the Tarifl Act, the
Department will instruct the Customs

Service to collect a cash deposit of
estimated countervailing duties of 0.82
percent of the entered value on any
shipments of this merchandise entered,
or withdrawn from warehouse, for
consumption on or after the date of
publication of this notice. This deposit
requirement shall remain in effect until
publication of the final results of the

ent now intends to conduct the
inistrative review.

This administrative review and notice
in accordance with section 751(a)(1)
of the Tariff Act (19 U.S.C. 1675(a)(1))
and § 355.41 of the Commerce

_Regulations (19 CFR 355.41).

ated: August 31, 1983.

an\P. Holmer,

2puty Assistant Secretary for Import
dministration. :

[FR Doc. 83-24511 Filed 8-7-83: 8:45 am|
BILLING CODE 3510-25-M
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- Countervailing Duty Order

i RN

DEPARTMENT OF CCMMERCE

International Trade Administration

{C-351-029)

Certain Castor Gil Products From
Brazil; Preliminary Results of
Administrative Review of

AGENCY: International Trade
Administration, Commercé

ACTION: Notice of preliming
administrative revie cov
duty order. :

R ORMATION CONTACT;
Sfarke or Brian Kelly, Office of
splianice, International Trade
iniddraticn, U.S. Department of
Commerce, Washington, D,C. 20230;
telephone: (202) 377-2735.

SUPPLEMENTARY INFORMATION;

Background

On September 8, 1983, the Department
of Commerce (“the Department")
pubiished in the Federal Register (43 FR
10534) the final results of its last
administrative review of the
countervailing duty order on certain
castor oil produtts from Brazil (42 FR
8634, March 16, 1878) and announced its
intent to conduct the next review. As
required by section 751(a)(1) of the .
Tariff Act of 1930 ("the Tariff Act"), the .
Department has now conductzd that _ ALT76
administrative review.

e g i e e e m e



Federal Register / Vol. 48, No. 207 / Tuesday, October 25, 1983 / Notices

A=77

49321

Scope of the Review

Imports covered by the review are
shipments of Brazilian hydrogenated
castor oil and 12-hydroxystearic acid.
Such merchandise is currently
classifiable under items 178.2000,
490.2650, and 490.2670 of the Tariff
Schedules of the United States
Annotated.

" The review covers the period January
1, 1981 through December 31, 1981 and
ten programs: (1) Preferential financing
for exports; (2) income tax exemptions
for export earnings; (3} the export credit
premium for the Industrial Products Tax
(“IPI"); (4) preferential export financing
under CIC-CREGE 14-11; (5) accelerated
depreciation for capital goods
manufactured in Brazil; (6) fiscal -
benefits for special export programs; (7)
tax reductions on equipment used in
export promotion (“CIEX"}; (8)
preferential export financing under
Resolution 68 (“FINEX"); (9) incentives
for trading companies (Resolution 643);
;md (10) partially-indexed long-term
oans,

Analysis of Programs
(1) Preferential Financing for Exports

Under this program, the Department
of Foreign Commerce of the Banco .
Central do Brasil (“CACEX") declargs
companies eligible to receive working
capital loafis at preferential raje§

During the period of
producmg castor oil

ing capital is the rate established
by the Banco do Brasil for discounting
sales of accounts receivable. We chose
this as the benchmark rate because
information provided by the
Government of Brazil indicates that
working capital is normally raised
within the Brazilian financial system
through the sale of accounts receivable.
The commercial rate includes the tax on
financial transactions (*“the IOF"), from
which loans under the preferential
program are exempt; the rate varied
from 37.98 percent to 66.50 percent

during the period April 28, 1980 through
December 31, 1981.

During 1981, Brasway S.A. lndusma e
Commercio (“Brasway”) and Sociedade
Algodocira do Nordeste do Brasil
("Sanbra"). the two companies covered
by this review, had loans outstanding
under Résolutions 602 (effective March
5, 1980) and 674 (effective Janaury 22,
1981) of the Banco Central do Brasil. The
effective annual rate for loans granted

under these resolutions ranged from

26.39 percent to 44 percent and the
differential between the commercial an
preferential rates therefore rang
11.60 percent to 22.50 percent.
calculated the benefit confe
program for 1981 to be 1.58 pércen
valorem.

On February 21, 196

eligibility for prefere nti
under Resol tion 674

it of estlmated countervailing
ies for this program, we summed the
ovated value of loans outstanding

hring 1981, and found a weighted
average use rate of 7.95 percent. This
rate is lower than the reduced annual
amount manufacturers can borrow. We
then multiplied the current 4.50 percent
interest rate differential by the weighted
average loan use rate to find a potential
benefit under this program of 0.36
percent ad valorem.

(2) Income Tax Exemption for Export
Earnings -

Exporters of certain castor oil
products are eligible under this program
for exemption from income tax of the
percentage of profit attributable to
export revenue. The Brazilian
government calculates the tax-exempt
fraction of profit as the ratio of export
revenue to total revenue. The benefit
equals the product of the. amount of tax-
exempt profit and the prevailing 35
percent corporate income tax rate. We
preliminarily determine the benefit from

" co

this progi'am to be 0.02 percent ad
valorem for 1981.

(3) IPI Export Credit Premium

Exports of certain castor oil products
are eligible for the maximum IPI export

. credit premium. A percentage of the

f.0.b. invoice price of the exported
isejs reimbursed in cash to
ugh the bank involved in
saction. The Brazilian

inated the IPI export

¢ 26, 1961, the Brazilian
nthas been collecting an -
on exports of castor oil
products to the U.S. (Resolution 699),
letely offsetting the benefit
received under this program. Therefore,
astor oil exporters received a benefit
under this program for three months
ing 1981. We divided the value of IPI
received during that period by
rts and found an ad valorem
of 2.13 percent. Currently, the tax
cted on exports of castor oil to the
.S. continues to fully offset the benefit
ceived under this program: Therefore,
for purposes of the cash deposit of
estimated countervailing duties, the
potential subsidy under this program is
zero percent.

{(4) Preferential Export Financing Under
CIC-GREGE 14-1

CIC-GREGE 14-11 is a program

" operated by the Banco do Brasil that

provides preferential financing to
exporters, who are then required to
maintain a minimum fixed level of
foreign exchange contracts with the
Banco do Brasil. Exporters of castor oil
products participated in this program in
1981.

To calculate the amount of benefit
conferred under the program, we
multiplied the prorated principal
outstanding during 1981 of each loan by
the differential between the commercial
and preferential interest rates on each
loan. Using the preferential rate for each
loan (provided by the Brazilian
government) and again using the rate for
discounting accounts receivable as the

. commercial rate, we found that the

differential between the commercial and
preferential rates ranged from 6.98 to
11.50 percent, We preliminarily
determine the benefit conferred by the
program to be 0.02 percent &d valorem.

(5) Accelerated Deprebiation for Capital
Goods Manufactured in Brazil

This program allows companies that
purchase Brazilian-made capital
equipment as part of an approved
expansion project to dggpﬂ:iate this
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equipment at twice the rate normaliy
permitted under Brazilian federal tax
laws. The bensfit of such a program is
reduced taxable income and a )
subsequent reduction in tax liabilities.
Sanbra used this pregram for the 1680
tax year. We determined the amoust by
which depreciation under this program
exceeded normal depreciation. Sanbra
had a loss, not accounted for by the
accelerated depreciation, and paid no
taxes during 1681. Therefore, we
prehmmanly determine the benefit
conferred by this program to be zero’
percent.

We believe this program also affects
the tax loss carry-forward provided for
in Brazilian tax law. By increasing the
total loss for the year, it would increase
the amount available for carry-forward
and thus reduce future tax liability. The
benefit from this would be the difference
between the loss with normal
depreciation and with the accelerated
depreciation, realized in future
profitable years. We preliminarily
determine that this would not affect the
benefit for 1981.

(6) Other Programs

We also examined the following
programs and preliminarily find that
exporters of castor oil products did not
use them during 1981,

A. Fiscal Benefits for Special Export

Programs (“BEFIEX")
B. Tax Reductions on Equipment Uged

in Export Prcduction {"CIEX")
C. Preferential Export Finapein

for Foreign Commergé
D. Incentives for Tradi
(Resolution 643
E. Partially-Indexe

countervailing dufbes of 3.75 percent of
the f.0.b. invoice price on any shipments

exported on or after January 1, 1981 ard

entered, or withdrawn from warehouse,
“for consumption on or before August 2
1981. _
On August 3. 1681, the International

- Trade Commission (“the ITC") notified
the Department that the Brazilian
government had requested an injury
determination for this order under
section 104(b) of the Trade Agresmenls
Act of 1979. Should the ITC find that
there is material ifijury or threat of
material injury to an industry in the
United States, the Department will
instruct the Customs Service to assess

countervailing duties in the amount of
the estimated duties required to be
deposited on all unliquidated entries cf
this merchandise entered, or withdrawn
from warshouse, for consumption on or
after August 3, 1981, and through the
date of the ITC's notification to the
Department of its determination.

Because of the changes in these
programs described above, we
preliminarily determine the potential
subsidy, for purposes of the cash deposit
of estimated countervailing duties, to be
0.40 percent. The Department considers
any rate less than 0.50 percent ad
valorem to be de minimis.

As provided by section 751(a)(1) of tke
Tariff Act, the Department intends to
instruct the Customs Service to waive
cash deposits of estimated
countervailing duties on all shipment§
certain Brazilian castor
enitered, or withdrawn fro
for consumption on or after
publication 'of the final :

waiver shall re
publication of th

vs after the
Department will
ts of this

eview including the
nalysis of issues raised in
omments or at a hearing. -

N\: ccordance with section 751(a)(1)~
ariff Act 119 U.S.C. 1675(a)(1))
§ 355.41 of the Commerce
Regulations (19 CFR 355.41).

Dated: October 18, 1983.
Alan F. Holmer, -
Deputy Assistant Secretary, Import
Administration.
{FR Doc. 83-28929 Filed 10-24-83: 8:45 am}
BILLING CODE 3510~25-M
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CasChem

1

Mr. William I. Schechter
Investigator

Office of Operations

U.S. Int'l Trade Commission
701 E Street, N.W.
Washington, D.C. 20436

Dear Bill:

RE: Producer's Quest;-
Certain CastorMucgs

frqgggiii;

CasChem's financi
based on existin

ments|on a product bas

CasChem pur
records r

/dad

ecember 7, 1981,

CasChem, Inc.

40 Avenue A
Bayonne, NJ 07002
201) 858-7900

gggi;\v)ously is complete

Prior

CasChem produces over

not have financial state-

Slncexely,

o Bk

oseph R. Flicek
Manager
Financial Analysis
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