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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 303-TA-14 (Final)

PLASTIC ANIMAL IDENTIFICATION TAGS FROM NEW ZEALAND

Determination

On the basis of the record 1/ developed in investigatibmNo. 303-TA-14

(Final), the Commission unanimously determines, pursyant fo- n 303 of the

Tariff Act of 1930 (19 U.S.C. 1303), that an industry(in the
not materially injured or threatened with mat inj a

establistment of an industry in the United States is\not materially retarded

by reason of imports from New Zealand of animal identification tags
provided for in item 656.00 of the Taxiff Sc s oﬁéggégggéted States which
the Department of Commerce has fo O subsidi e Govermment of New
S
Zealand. .
% S Q

Background

this ‘7“‘ igation effective October 28, 1980,
i e Department of Commerce that

by the Govermment of New Zealand with

Y

ort of plastic animal identification tags

Notice of the institution of the

érewith was duly given by posting copies of the notice in the Office of the
Secypetary, U.S. International Trade Commission, Washington, D.C., and by

publishing the notice in the Federal Register of November 19, 1980 (45 F.R.

76553). The hearing was held on January 30, 1981, and all persons who

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

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






VIEWS OF CHAIRMAN BILL ALBERGER, VICE CHAIRMAN MICHAEL J. CALHOUN, 1/
AND COMMISSIONER PAULA STERN -

On the basis of the record developed in Investigation No. 303-TA-14

(Final), we determine that an industry in the United States is not materially

injured or threatened with material injury and the establi ent of an

industry in the United States is not materially retarded » ason of

<
imports from New Zealand of plastic animal identifica th
Department of Commerce has found to be subsidj b;§§;3§§>

New Zealand.

rament of

The imported article and the domestic in

N

We must first identify the induskry agaid hic pact of the

subject imports must be assessed. i 771(4) e Tariff Act of
kS

1930 defines the term “industr

<
the domestic produdcgrs 1ike product,
S e

or those pro utput of the like
product co on of the total domestic

inygection 771(10) of the act as:
r in the absence of like,

actéristics and uses with, the article
gation under this title.

ication tags. They are designed for application to

1/ Note additional views of Vice Chairman Calhoun.

2/ Material retardation of the establishment of an industry is not an
issue in this investigation, since there are already several domestic
producers of plastic animal identification tags. It will not be discussed
further.



In the United States, production of virtually identical two-piece ear
tags by major producers did not begin until late 1977. Production of a one-

piece plastic tag, however, has existed for some time, and an important

question in this investigation is whether U.S.-produced one—piec tags

are also "like products" to the imports. If so, our examination

&

would include not only the data for production of two-piece t

for one-piece tags as well. For the reasons stated b

Agreements Act of 1979 provides guidance jon in-determining
the nature of a "like product.'" According e report: <::i>
(T)he requirement tha 0K §2 "likel
the imported article shou be—interpreted

such a narrow fashion a6(td it mino fences
in physical characte ea the
conclusion that the ch
other, nor shoul product"

i revent
affected

i

teristics or the uses for which they are designed. Rather, this difference
relates ohly to their quality, real or perceived. Both types of tags, are

used for in-herd identification of animals, and both have highly desirable

1/ Committee on Finance, U.S. Senate, Report No. 96-249, 96th Cong., lst
Sess., pp. 90-91. (Senate Report 96-249)

2/ In any event we would have been compelled to assess injury in regard
to both products since separate financial data were not available for two-
piece ear tag production. The law clearly states that when separate data
are not available the Commission should base its determination on analysis
of the narrowest group or range of products, which include a like product,
for which necessary information can be provided. See Section 771(4) (D).



characteristics such as visibility and durability. Furthermore, both one-
and two-piece ear tags are produced on the same machinery by the same

employees. They are marketed by the same sales force through the same

channels of distribution. 1/ One- and two-piece tags are “Iike products,"

and to exclude one-piece tag prbduction from the deﬁ%git'-T o ike

product under consideration W(;uld have prevented consi a i

industry potentially adversely affected by t o:§§§i§i§§j
Therefore, we find that firms which oduce on and “two-piece ear

tags constitute the relevant industry fo ses of this investigation.

There are seven known domestic prod rs o plas animal identifi-

cation ear tags.
; @ﬁ
The question of material injuxy

by reason of subsidized ﬁ@gbfts

11.8 million in 1979, more than doublihg in the three

ears. They continued to increase in January-September 1980, by 1.4 million

1/ Vice Chairman Calhoun does not feel that the production process,
employees, or marketing channels are relevant to the assessment of
characteristics and uses. See his additional views.

2/ While there are other types of animal identification (i.e., neck chains,
hip tags, and metal ear tags), these represent only a small—baition of domestic
production (for the most part, data are not available on these products).
Furthermore, they have substantially different characteristics; they are
less visible, less practical, and are able to have less information written
on them. Hip tags have different uses--primarily for identifying animals at
auctions. None of the parties argued that they should be included within
the scope of the domestic industry.

3/ Vice Chairman Calhoun disassociates himself from this statement. See
his additonal views.



tags or 16 percent, compared with those in the corresponding period of
1979. As a share of apparent U.S. consumption, imported tags rose from

17 percent in 1977 to 26 percent in 1979 and 29 percent in January-September

1980. 1/
Price considerations , & <§i§i§§§:>

Price comparisons between domestic and imported

prices of comparable domestic tags. Prices of im bed tags e held
constant from July 1978 through May 1980<§§§§§§h15 did no cause
any price suppression, since price tic<tags c to rise and

sales of the domestic tags conti se i% eriod.

Petitioners have argued u : opr P comparison should
be between the price se td)\the i svVand the price the domestic
producers sell to ir dist utorig§§§§§3§> if this comparison were made,

avery\since our focus here is on the impact

q=%:<%ur price comparison at the first level

to a common network of distibutors.

1/ Report, pp. A-34 through A-36.



Impact on the industry

Delta Plastics, Ltd., the New Zealand producer, began marketing its
tags in the United States under the brand name "Allflex" in 1974. The new

Allflex tag was able to establish itself firmly in the market fer at least

three years before domestic companies began to introduce their own\kwo-piece

tags. It was alleged by the importer that, rather than £§3

industry, their product actually expanded the marke
This, in fact, seems to be a valid point. 1/ After 19 domestic firms
acted quickly to participate in the growing
rapidly increasing their capacity from
in 1978 and 91.3 million in 1979. 2/ ently added
with the expectation that the two-pi new customers

c<production of ear tags

who had previously not tagged thet

stly because of growing

increa Qé;\}_%bs;lpments of domestic tags
Qgii;%%nts of U.S.-produced ear tags

<
to 34.0 million in 1979, an increase of

increased by 14.1 million tA

Again, this growth in ear tag shipments
ncreasing sales of two-piece tags as shipments

of \Ooné-piece tags actually declined from 1977 to 1979. 4/

1/ Posthearing Brief of Delta Plastics, Ltd. et.al., p. 9.
2/ Report, p. A-20.
3/ Report, p. A-17.
4/ Report, p. A-22,



As with production of ear tags, employment increased rapidly during
this period. Workers engaged in the production of ear tags numbered 92
in 1977 and 173 in 1979, an 88 percent increase. 1/

The capacity utilization of the domestic industry was relatq

in 1977, but it is difficult to analyze the industry's raw capaci

performance indicators of the industry.

utilization was 38 percent. It increased to 5

in which two major producers of ear tags g two-
Total production increased by 47 percen omMN977 to 197 e\rapacity
increased by only ten percent, thus g 'ﬁq%he ingre in

situat(bersed. In apparent
oducers increased their
cti i
o o

ization dropped to 41 percent. 2/
w capacity utilization ratio, the

not keep pace, increasing

<

producers (which is discussed in more

1/ Report, p. A-30.
2/ Report, p. A-20.



U.S. producers' inventories increased from 6.1 million tags at the
end of 1977 to 11.3 million at the end of 1979. 1/ This increase of 86
percent in two years can be explained by the nature of the product and its
distribution. Since plastic ear tags come in a variety of sizes and colors,
and because orders must be filled as they are received, pro ers must

maintain relatively high inventories. Between 1977 aeg 1978 e of the

ta <§§g§§§i> ike one-
lors In\order to

roducers had to

major domestic producers began producing two-piec

plece tags, are available in different sizes
continue filling orders as quickly as befp

keep larger inventories.

The increase in inventories is h matic amined relative
<§pvent i roduction éctually
i X y 0 lgiingrcentage points in
s
. @gzgiy;)creased by 10 percentage

i §g§2§5 attributable in large part to
%§§§§§§§}an demand for different types of
6$§§§§$ production required of domestic

ed that the rapid growth in production is in

ather new to domestic producers, and some over-

Domiestic producers supplied numerous allegations of lost sales, but
e staff was able to confirm that only a small percentage of these were

lost to imports. Rather, it appears that there is healthy competition

1/ Report, pp. A-26 through A-28.



10

in the market, with most of the reported lost sales going to other
domestic companies. 1/ Since the price of the Allflex tag was almost
always higher than that of the domestic product, it would seem that price

was not a factor in those sales which were lost to imports.

Financial data were provided by four domestic companies whi

<

accounted for 90 percent of industry shipments in 1979. Th
experience shows that from 1977 to 1979, net sales i eased \by grcent,

net operating profit more than tripled, and the ratio of t operating

profit to net sales increased from 7.8 percent \to 0 percent. 2/ 3/ These
facts point to an industry in excellent lth.

The data on economic performance f Hééi;i3l979 do n aterial
injury to the domestic industry. po igie si weakness in

the industry for the whole period dar. i gg%ziﬁiate to January-

declined slightly, Qi ilizayi d d\somewhat, and inventories
increased. . i quarter and dropped in the third

quarter.

of suPsidized ear tags. The decline in shipments is negligible, the

employment decline relates only to a very briéef period, and the capacity

1/ Report, pp. A-44 through A-46.

2/ Report, pp. A-30 through A-32.

3/ The aggregate data do camouflage financial difficulties of some companies
in the industry. But our determination, as noted in the industry section,
is to be based on analysis of '"domestic producers as a whole of a like

"
product. . . . 10
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utilization decline merely reflects a continued greater incwvease in capacity
than production. Growing inventories are explained by factors noted above
and by the fact that domestic producers had expected the market to expand

in 1980 as rapidly as it had in 1979. 1/ The decline in net’profits for this

period can be attributed primarily to a 37 percent increase ral,
selling, and administrative expénses. These costs refl n ompany
policy decisions to increase marketing efforts der impxove sales of

two-piece tags. These decisions are not suprising congidering domestic
production of two-piece tags was only thre old. A better indicator
of financial condition may be the ratio\of gr fit profit before
deductions are made for general, .se d adminis expenses) to
net sales, which increased from §§22§§§§£Q;n th§§§;§§t nine months of

P nd: ont

1979 to 56.7 percent in the f

i
8& It is also note-

worthy that net operating ¢ the <fi months of 1980 is greater

d qib’ , :
than for all of , atio erating profit to net sales
is virtually thgﬁ;;z%é;gz ese gggi%;;g%ds.
In case, a i oQ) he pattern of import penetration 2/
: h

e inabili

€ U.S. industry to maintain the 1977-1979
ttributable to the subsidized imports. The most
pments of imports occurred from 1977-1979, when the
industry was thriving. But, in 1980, as the U.S. market for ear tags
slowed, import shipments--like domestic sales--dropped.
Threat

The Senate Report on the Trade Agreements Act of 1979 gives some

guidance to the Commission for determining whether an industry in the

1/ Hearing Transcript, pp. 28-29. .‘ 1
2/ Report, p. A-36.
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United States is threatened with material injury:

An ITC affirmative determination with respect to
threat of material injury must be based upon
information showing that the threat is real and
injury is imminent, not a mere suppositlion of
conjecture. 1/

The House Report on the Trade Agreements Act of 1979<3tat;a

certain

« « o 'demonstrable trends' -~ for examp
erate exports, the likelihood that ¢ :
sort that is likely to generate rts to the
| R
currently available and projecte% p , data on Delta's
worldwide export patterns et on @ Yy programs we can expect
en

increase of the subsidized or dumped exports

U.S. market, capacity in the exporting

be directed to the U.S., market taking into.account

the availability of other export mark M d the re

of the subsidy in question ({i. is the subsidy

e
~- will be important. 2/ &
In this final investigation, wi - clar‘ic&&n of Delta's
)- turs described above, a fuller

understanding of the\current, condition e domestic industry.

Delta to utilize 1 e i

ited States by Delta appear to have
ediate future. Subsidized imports have
ent time; however, the rate of this increase
78 and still lower in the first nine months

of 1“2‘~§han in 1979, Current inventory levels of the importers are
consistent with those reported for the entir; period covered by this
investigation. Delta is now operating at a capacity utilization rate of

about 80 percent 3/, and the company is presently introducing two new

1/ Senate Report 96-249, pp. 88-89,

2/ Committee on Ways and Means, U.S. House of Representatives, Report 12
No. 96-317, 96th Cong. lst Sess., p. 47.

3/ Report, p. A-9.
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products in New Zealand and Australia that are produced on the same

machines as the animal ear tags. Sales of these new products are expected

to increase the plant's capacity utilization ratio substantially by the end

of 1981.

0f the output accounted for by the current 80 percent capacity utili-

zation rate, approximately 87 percent is exported. Expoyrt nited

States comprise about half of these exports. Howeyer, to over

thirty countries 1/, and export sales to these cQuntiies, ikethose to the

O

1/ There are some superficial simil;§§§§?s between <¥§§) € and a recent
dumping investigation, Anhydrous Sg&iﬁm etas111cgg from France

(Inv. No. 731-TA-25), in whic Lon ma a“updnimous affirmative
finding of threat. 1In the AS eye was _als ingle foreign exporter
(Rhone-Poulenc) involved wi dwid capacity utilization rate

s )the conditions of trade and

O(\/gigézlstic expectations as to the

the immediate future differ
investigation, Rhone-Poulenc exports

similar to Delta's. Howeve .
competition in the ind

bhcreasing. To the contrary, it
ted widely from year to year in

potential role of im

significantly. u i G

to third count not_ce ;

was clear that\demand ASM

various markets \a\t alesﬁgiifs“ other countries were diverted to the
. . \\;

not established a U.S. plant. Moreover,

es based solely on price and in that case
: ' . In the present case, the foreign and

p v1gorously not on the basis of price but rather

rformance differences. The subsidy level is not
-@ of the dumping margin in the ASM case. Further-
- e condition of the domestic industry, particularly
theast, demo strated the imminency of the threat of injury to the
tire Industry. In the present case, the condition of the industry does not
upport an affirmative finding of threat. Importantly, the whole history of
the market for each of these products differs. The market for ASM has been
declining not just due to recession. The market for eartags is growing and
this growth derives from the introduction of the two-piece tag by the exporter.

13
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United States, have increased steadily since 1975. With demand growing
worldwide, Delta will not need to increase the share of its exports
destined for the United States. The establishment of Allflex Manufacturing,
Tnc. in New York by Delta and G. C. Hanford Manufacturing Co., a major

importer of Allflex tags, makes the possibility of shifts of orts to the

United States even more remote.
Conclusion <§§§§§>

A full analysis of the data supports the c the importer

that its presence in this market has not i ed the domestic industry,
but has, in fact, helped to expand its mark domestjc industry has
enjoyed considerably increased sales Egaigéfduc ow1 rt to the

introduction by the importer ofcthe 1eq§>tag (E§;B> orts to capitalize

by market factors

omestic industry is well-

positioned to reestab ' ket recovers, and Delta s
capacity and intérest in\rvontinued xpan31on to the U.S. market
appear to limited. is thu from our analysis of the case that

the dom ustry is n é?ing from nor threatened with material

on of im subsidized animal identification tags from

14
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ADDITIONAL VIEWS OF VICE CHATRMAN MICHAEL J. CALHOUN

While I concur in the conclusions and reasoning of my colleagues,

Chairman Alberger and Commissioner Stern, I submit these additional

views on matters in this case'which were of particular cern to
me and about which I feel compelled to offer addiyionat d sion.
Like Product <§<<<§>

The essence of the question of whethe re "like"

to suc degree as

to render the coincidence somethin re than c . have in
g:;>-nda§§ of ng;éb y identical"
in characteristics and 4s eCt t V§> of coincidence

v 3 whi Qg%ig 1ke" the imported
ated) In thiﬁ? ard is the recognition,
the %é%iﬁﬁ- on Finance, 2/ that minor

nedpo
e Report
ex

article. l/

roducts which, for all intents and

between

& .
ach other in the terms relevant here.

n in the application of this standard to

this concern.

1/ See, Leather Wearing Apparel from Uruguay (701-TA-68 (P)),
USITC Pub. 114, December 19, 1980, Barium Carbonate and Strontium
Carbonate from the Federal Republic of Germany and Strontium
Nitrate from Italy (731-TA-31-33(P)), USITC Pub. 1105, October,
1980.

2/ Committee on Finance, U.S. Senate, Report No. 96-249, 96th
Cong., lst Session, pp. 90-91.

15
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In this regard, then, I fully agree with my colleagues in
the conclusion and, largely, in the assessment of the questior of
whether one- piece ear tags are like two-piece ear tags. First,

the objective observation of the characteristics of one- and t

Flece tags reveals that the only demonstrable difference2>betw--~

the two are in the method of attachment and in the price. t,
evidence on the record indicates that the advanta f attachm
enjoyed by two-piece tags is juxtaposed against its hig price,

deficiency.

I depart from the views o

with regard to my colleagues' view that,

exclude one-piece tag production from the definition
of like product under consideration would have prevented
consideration of an industry potentially adversely
affected by the imports,

I take exception to the extent this view is meant to suggest that

adverse effect on domestic procducers is relevant to the question

16
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of whether a domestic product is '"like" an import. It must be
appreciated that the specific issue of like product in this case
does not arise with respect to whether one-piece tags are 'similar"

to two-piece tags. The issue is whether they are ''like,"

there is domestic production of a product which is the
that which is being imported.
I fail to see how this question of whe onespie

are "like" two-piece tags can be advanced by re nce o the
adverdeeffect
Quship between
i products are
similar. > vide{{iiffb ro useful tool in

tags by two-piece tag imports.

seems to go to the existence o titi

5 ca is to assess whether the
@es of one-piece tags are so
ike'\two -piece tags.

<

eport language is supportive of my
guage most relevant to this case is the
regarding the definition of "like." We are
called upon by this language not to be so narrow in our views as
to "permit minor differences in physical characteristics and use
to leed to the conclusion that the products are not like each
other..." (emphasis added). The language relied upon by my colleagues,

that we ought not to define "like product" so as '"to prevent

17
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consideration of an industry adversely affected by imports...' is
a general policy underlying the whole of the "like product" assessment
and has its greatest bearing in cases where there are no domestic

products which are '"like" the import.

The final point on which I distinguish myself from my\co ague

regarding our industry determination is with regard to~th <§§§§§§;>
r t

of domestically produced animal identification tag

plastic ear tags. Since there is patent simi ity among \all
domestically produced animal identification t eel we are
obligated by statute specifically to find‘\why onl stic<€ad
In the United States there are mar ag4d pro--~e§g;;£>use as

s
in-herd identification of cattle shéep, @Ei;§§4¥. This
range of tags includes one ‘@i§§§§§§§

neck chain tags, h ith this wide

tags are like products to the imports.

tic ear tags,

variety of do ntification tags the
for the purpose of finding

rtant in this case. In this

domestically: Plastic ear tags are highly viéible, more so than
the other types due to their placement in tﬁe animal's ear, their
size, and the bright colors in which they are available. They
are easier to apply than many of the other tags and, due to their

flexibility, are less likely to get caught in fences, brush, etc.
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and pulled out of the animal's ear. Their size is especially
important in that it enables various kinds of information, important
to the user, to be imprinted on them. For these reasons I find

animal identification tags other than plastic ear tags not to

above
basis

other

that,

.Qiii§£>~ ents
vy Kizd of evidence:
<

ile two-piece consumption
producer's share of

uct with another, the evidence relied
ot support their conclusion. One piece consumption
has\rnot been flat in the face of increasing two piece consumption.
All indicators show that, except for 1978, consumption of one-

piece tags is in decline. Indeed, the rate of consumption for

1/ Post-hearing brief on behalf of Delta Plastics, Ltd., et
al., at page 3.

19
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1980 will likely result in consumption below that of 1977. Under
these conditions, the only reliable inference to be drawn is that

one- and two-piece tags are competing with each other. Nothing

from this plain evidence of competition between the two €an be
seen as going to the question of how similar or dissimilax se
. <
items may be.

gai asing

Even if one-piece consumption were flat

in

shows, standing alone, is that i

prefer two-piece to ome-piece ta

such an argument suggests, results from the domestic industry

’

having to attempt a commensurate level of advertising to maintain
market share. Such an undertaking has allegedly resulted in a

reduction in net profits enjoyed by the domestic industry. The

20
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rise in general, selling, and administrative expenses together
with the decline in net operating profit is relied upon as
establishing this conclusion.

Since I have joined in the finding that this indu

neither suffering material‘injury nor threat of 8§te i
consideration of this arg;ment is not necessary. X:3:
do find the theory underlying such an ar congist with my
view of our task in subsidy cases. is argumentattenipts to

establish a nexus between material iny d the imported article
without relating the subsidy to“the ha ther i i

the causality requirement, i empts only to \&

of the import in the mark to) the harm

ason of imports of that merchandise."

age of the statute nor in the legislative
stablish a causal link between the

nce of material injury. 1/

0f course, the level of a subsidy can be so low that the
impact of the prbduct in the market can be indistinguishable from

that of the same product without a subsidy. But, even here,

1/ See, Sections 701 (a), 703(a), 705(a), and 771(7) of the

Trade Agreements Act of 1979. See also, Committee on Finance,
U.S. Senate, Report No. 96-249, 96th Cong., lst Session, pp. 88-
89, and Committee on Ways and Means, House Report No. 96-317,

96th Cong., lst Session, pp. 46-48. In cases of threat of material
injury, however, we are specifically directed to consider the
nature of the subsidy in making our determination. See, Section
771(7)(E)(i) of the Trade Agreements Act of 1979; Senate Report,
supra, at p. 84; and House Report, supra, at p. 47.

21
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examination of the impact of the subsidy on the domestic industry
should not be a matter of concern to us. Once the Department of

Commerce has established the existence and quantum

of the subsidy, our fundamental task is to use the various
measures prescribed as well as those we find relevant to ages%

the impact of the imported product on the domestic incustr

Allocation

I must express agreement with respondents 3 of their

post-hearing submission that it is "increN t
industry claims it cannot allocate dat%its and em

<O
between one- and two-piece tag prod&%v\&‘a ugh, in the
analysis, the need for such data@@% evas case,
this matter of allocation i @w:. ur rritation to
me.

In many instanc the \finding @ial injury turns on

rts on the pfodéction of the

problem we must accept it. But where it results from other reasons
it presents a serious frustration of the statute.
I am finding it increasingly unacceptable that so many domestic

companies seeking redress before this agency claim that they do

22



23

not legitimately know their production costs on a product line
basis. If companies are able to price they must have some nciion
of cost. This is true, of course, unless they undertake their

pricing solely with regard to the prices set by a part lar

e
.\

price leader. But even in this circumstance, a<€?mp

point, must develop objective evidence of or som

o uition
as to the extent to which their price is ately co g
their cost on a product line basis. keep this data from the
Commission when such data is reasona ilable touches upon

obstruction. To deny that it i

providing us product 1

line allocations wgizzizgz
de-onstrjiiziii§§§§§;>

23
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VIEWS OF COMMISSIONER CATHERINE BEDELL
On the basis of the record developed in investigation No. 303-TA-14
(Final), I determine that an industry in the United States is not materially
injured or threatened with material injury and the establishm of an

industry‘ in the United States is not materially retarde%_l_._/ by reasaon of

imports from New Zealand of plastic animal identificatio s @ ded for in
item 666.00 of the Tariff Schedules of the Unite te% he Department
of

ew Zealand.

of Commerce has found to be subsidized by the Governme

The imported article and the domestic indust

First, the industry must be ident%again whi t@pmt of the
subject imports is to be assesse %7@(4)A ariff Act of 1930
defines the term "industry" as -& Q S
i 5has a a like product,

ut of the like product

the>total domestic production

in section 771(10) of the act as--

Tike, or in the absence of like,
oristics and uses with, the article

e

tle, hogs, sheep, or goats for the purpose of individual identification and

management. 2/

~In the United States there are many tags produced for the identification

of animals, including one-piece and two-piece plastic ear tags, neck chain

1/ Material retardation of the establishment of an industry is not an issue
in this investigation and will not be discussed further.

2/ Report, pp. A-2 and A-3.
25



26

tags, tail tags, dewlap tags, hip tags, and metal ear tags. 1/ There are
several characteristics which distinguish the one-piece and two-piece plastic
ear tags from the other tags listed. The one- and two-piece tags are highly

visible due to their placement in the animal's ear, their size, the bright

colors in which they are available. They are also easier to apply
M \

of the other tags and, due to their flexibility, are less 1li

vgfﬁ aught
and pulled out of the ear. Their size is also impor i§§§§§£>' eflables
various kinds of information to be imprinted on them. 2/

iece ear tags are

A further question is whether both one-pie

the '"like product" in this investigation.(\The obvi diffe between
one-piece and two-piece tags is the num ieces. Ho is ;

difference does not distinguish one e ﬁg% in their basic
ere

X and which set them
' 5 8 theéi é§;§@ity, real or perceived.
Furthermore, both o éﬁgggié' 2/ ear g;§§§§:§;roduced on the same
machinery by the s emplo Th rketed by the same sales force
f /distr fggigkhnd are interchangeable in their end

through the e chann

apart from other tags), but -%359

<

use.

e’ ear tags constitute the relevant industry for purposes of this
investigation. There are seven known domeétic producers of such plastic

animal identification ear tags in the United States. 3/

1/ Report, pp. A-4 and A-5.
2/ i:port, pp. A-3 through A-5.
3/ Neport, pp. A-6 through A-8.
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Impact of the imports

U.S. shipments of imports of plastic animal identification ear tags
increased from 5.7 million in 1977 to 11.8 million in 1979, more than doubling

in the 3 years. They continued to increase in January-September 1980, by

1.4 million tags or 16 percent, compared with those in the co sponding
period of 1979. As a share of apparent U.S. consumptﬁbn,
from 17 percent in 1977 to 26 percent in 1979 an c
September 1980. 1/

While market penetration did increas t 1s impoxbant to note that this

was an expanding market, at least that par consisting of two-piece

tags. When calculated only on the bas of tw ece égé%g;?gs, market

197@ Th apparent that the
N

estic producers, was

penetration fell each year fr
market for one-piece tags, whi

relatively stable, and tha

¢ed
S
i%ié%ijS: two-piece tags was shared

by domestic and impo d g _
Thus, from(1977 to 1979, when§§§§§> were increasing most rapidly,
shipmentsgnd net\opergting proﬁizzég he domestic producers increased by 27

cent, 4/ respectively. It is only in

percent 3/ apdimore than

hipments of domestically produced tags declined

onds with a general leveling off of total U.S. tag

Prices

Price comparisons between U.S.-produced and imported tags at the first

level at which they compete in the U.S. market indicate that prices of the

1/ Report, pp. A-34 through A-36.

2/ Report, pp. A-22 and A-36.

3/ Report, p. A-22.

4/ Report, p. A-31. 27
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imported tags were higher in almost every quarter during 1978-80 than prices

of comparable domestic tags. Prices of imported tags were held constant from
July 1978 through May 1980, but this did not seem to cause any price

suppression since prices of domestic tags continued to rise and sales of the

domestic tags continued to increase in this period. 1/

<
No material injury by reason of subsidized imports
gah m

Delta Plastics, Ltd., the New Zealand producer, arketing’its tags

in 1974, t that time,

in the United States under the brand name "Allfle

the domestic industry was producing only one-piecg Q and it was not until
1978 that maior domestic producers began marketi piece Q§é§§§?>
'gii>no firmly

commercial quantities. The new Allflex a)s - >
establish itself in the market for g ' oigidgkestic companies

actei‘qu

nd\rapidly increased their

after 1977 to

introduced their two-piece tags

participate in the growing m

capacity to produce plldstic a dentifi

W

ion that the two-piece product would not

1977 to 67.5 millon inN978 in 1979. 2/ The new capacity

Feplace b

tagg s to have happened as domestic production of
ear séd by 14,1 million tags from 1977 to 1979, mostly because of
growing duction of two-piece tags. 3/

Shipments of domestic tags also increased, from 26.8 million in 1977 to
34.0 million in 1979, representing an increase of 7.2 million tags or 27
percent. Again, this was attributable to rapidly increasing sales of

two-piece tags, as shipments of one-piece tags actually declined from 1977 to

1979. 4/

1/ Report, pp. A-36 through A-44.
2/ Report, p. A-20.
3/ Report, p. A-17.
4/ Report, p. A-22.
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In 1977, the industry's capacity utilization was 38 percent. It
increased to 51 percent in 1978 (the year in which the maijor producers of ear
tags began producing two-piece tags in addition to one-piece tags) because
capacity increased by only 10 percent in that year while tptal production

increased by 47 percent. Tn 1979, in apparent response to the rapidly

expanding market, domestic producers increased their capaci percent.

cent, and thus

decline in
provided by U.S.
ates that while
igher ratio of net

s year, when it had a

The total number

@
an%@§§§§§éﬁ workers engaged in producing

ear tags incre rom 92 in 1977 to 173 in 1979. 2/

perc >

million a
sizes a SNeINS

must maintain relatively high inventories. As three

inéreased from 6.1 million tags at the end of

of 1979. 3/ However, plastic ear tags come in

s, and in order to be able to fill orders as they

7 and 1979, much of the increase in inventories is explained by their need
to stock adequate quantities of those tags. Further, the ratio of inventories
to production actually declined from 1977 to 1978, and then increased by only

5 percentage points in 1979. 4/

/ Report, p. A-20.
/ Report, p. A-30.
/ Report, pp. A-26 through A-28.
/ Report, p. A-28.

29
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Comparable financial data were provided by four domestic companies which
accounted for 90 percent of industry shipments in 1979. Their financial
experience shows that from 1977 to 1979, net sales increased bv 81 percent,

net operating profit more than tripled, and the ratio of net operating profit

to net sales increased from 7.8 percent to 14.0 percent, 1/

<&
The lost sales of the imported product which the Commiss
confirm represented a small percentage of those repor Si.

the Allflex tag was almost always higher than that of the product, it

les which were

ere ¥§§§§i§gaterial
the ind§§z§§>1n January-

would seem that price was not a factor in those
confirmed. 2/ 1In view of the above discussipp, I
injury from imports from 1977 to 1979.

There are some indications of a

September 1980, as shipments and capa

of new, but underutilized,

6f thecad @
i Q'glzigﬁcilities. The ratio of net
£

15.4 percent in Januarv-September

capacity utilization v

equipment rather than

g period of 1980. This decline was not

and administrative-expenses. The ratio of gro;s profit (i.e., profit before
deductions are made for general, selling, and administrative expenses) to net
sales increased from 54.4 percent in January-September 1979 to 56.7 percent in
the January-September 1980. 3/ Therefore, I do not find material injury to

this industry by reason of subsidized imports during this more recent period.

1/ Report, pp. A-30 through A-32.
2/ Report, pp. A-44 through A-46.
3/ Report, p. A-31.
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No threat of material injury

The Commission is provided some guidance in reaching a determination that
an industry in the United States is threatened with material injury in both
the Senate and House reports on the Trade Agreements Act of 1979. The Senate

report states:

threat of material injury must be based
showing that the threat is real and inju

The House report points out that in dete

situation's developing into actual ma

. « . demonstrable trends--fog\éxample, the rate of
increase of the subsidl nped |expo the U.S.
market, capacity in the & 1 sunt o\geherate
exports, the likeliho® 17be
directed to the 1 r : i i unt the

a the nature of
idy the sort
“the U.S.)--will

availability of o
the subsidy in
that is likel
be importap
In this final invéstig onstrable trends' do not indicate

likelihood| ¢f mater injury bsidized imports increased from 1977

operdgting at a capacity utilization ratio of about 80 percent and
approximately 87 percent of its sales in 1979 were export sales. 4/ TIts

largest single export market is undoubtedly the United States, however, it

1/ Trade Agreements Act of 1979: Report of the Committee on Finance . . .,
S. Rept. No. 249 (96th Cong., lst sess.), 1979, pp. 88 and 89.

-2/ Trade Agreements Act of 1979: Report of the Committee on Wavs and Means
. . ., H. Rept. No. 317 (96th Cong., lst sess.), 1979, p. 47.

3/ Report, p. A-25. :

4/ Report, p. A-9.
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exports to over 30 countries around the world, and its exports to these
countries have increased as well. There is no evidence to indicate that it

would shift more exports to the United States. To the contrary, there are

indications that this is not likely to happen. Delta Plastics re
a new company in Syracuse, N.Y., with G, C. Hanford, one of\ the PO :
the Allflex tag, to begin production of a new type of <§§3§§ii> 1€
United States. 1/ 1In addition, Delta has two new prod %§§§52> s

presently introducing to the markets in New Zegland and Australia. Production

of these products is expected to increase the plant's capacity utilization

substantially by the end of 198l1. The main\program
a subsidy provides tax deductions and ¢ 3§>1ncr rts. Delta
did receive a subsidy under this pro wev n 1981 it will
xport performance |
ower tax credit. 2/ The
‘b

ﬁgist Delta is now attempting. There
ig” planning to increase its export of

%8

have to claim exemptions under a

he basis of the foregoing information, I conclude that an industry in
the United States is not materially injured or threatened with material injury

by reason of subsidized imports of plastic animal identification tags from New

Zealand.

’tly faned.

ta received

/ Report, p. A-10.
/

1
Z Post-hearing Brief on Behalf of Delta Plastics, Ltd. et. al., p. 7.
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INFORMATION OBTAINED IN THE INVESTIGATION
~ Introduction

On August 1, 1980, the U.S. International Trade Commission and the U.S.
Department of Commerce received a petition from Y-Tex Corp., Cody, Wyo.,
alleging that a bounty or grant is being paid with respect to plastic animal
identification tags imported from New Zealand, classifiable er item 666.00
of the Tariff Schedules of the United States (TSUS) and accor duty-free

treatment. Accordingly, the Commission instituted a preli Y\oounter-
vailing dutv investigation under section 303 of the Ta¥iff 0, as

amended by section 103(b) of the Trade Agreements etermine

whether there is a reasonable indication that an nited States
is materially injured, or is threatened with m
establishment of an industry in the United States i
reason of the importation of such merchandis
September 9, 1980, a public briefing was hé
unanimously that there was such a reasonab
threat of material injury. The Commisgsion
of this decision on September 15, 1988\ 1/

Commer preliminary
:fgkf Actlof \hpl, that the
idies withi e meaning of the
rers ducers, or exporters of
C so determined that critical
e td\a leveling of imports during

1 n the share of the U.S. market
ports.

the rtment of Commerce

On October 28, 1980, the Depa
determination, under section 303
Govermment of New Zealand has
countervailing duty law, to
plastic animal identifica
circumstances did not exi
the 18 months prior t
for two-piece identi

As a resu

inary subsidy determination by the
Department of

instituted investigation No. 303-TA-14
1 ,Vto determine whether an industry in the
redy or is threatened with material injury, or
is materially retarded, by reason of the

he Department of Commerce made a final affirmative
oncerning plastic animal identification tags from

exemptions, and credits from them in the aggregate amount of 13.18 percent ad
valorem on exports to the United States.

1/ A copy of the Commission
in app. A.

2/ A copy of the Department of Commerce's, preliminary subsidy determination
is presented in app. B.

3/ A copy of the Department of Commerce's final subsidy determination is
presented in app. C. ;

's preliminary injury determination is presented

A-1



A-2

In connection with the Commission's investigation, a public hearing was
held at the International Trade Commission building, 701 E Street NW,
Washington, D.C., on January 30, 198l. Notice of the institution of the
investigation and of the public hearing was given by posting copies of the
notice at the Office of the Secretary, U.S. International Trade Commission,
Washington, D.C. and by publishing the notice in the Federal Register of
November 19, 1980 (45 F.R. 76553). 1/ 2/ The Commission voted on the

investigation on February 17, 1981,
: <&
. The Product <§§§§§§§>

Description and uses--imported tags

animal identification tags, classifiable in ite

The articles which are the subject of th igation are plastic
tags are designed for attachment to the ears o

imported from New Zealand which have been“identif e plastic
(polyurethane) tags produced by Delta Plas , Ltd er the brand
name Allflex. The two pieces of the tag q{} a female
component which are attached throu of he male

g ending from the

center of the button or from the me : g top ectag. The stem is

tipped with a hollow copper cone\’ /The\femdle c consists of the tag

ind dgai nding from the center of

¢ lar tags. The tag is
ip=on fastener for the cylinder
ale tag on the other arm.

4, the ear is pierced by the

male component through the ear and

sure is maintained until the

round button tags or the
attached by a plierg-li
of the female tag
When the handles o
applicator pi i

our sizes: a small button (1-3/16 in,
in.), large (2-1/4 in. by 1-1/2 in.), and
n>addition, a "hi-vu'" style is offered which is

e malgvand female components in that one piece. It is applied in the
anner as the other tags using the same applicator. Medium and large
tags ags’also available as ''double tags," a product where both the male and
female components are tags. This allows the information on the tag to be
visible on both sides of the ear. Allflex tags are available in yellow,
white, green, blue, orange, red, purple, and black. They can be purchased
blank or with numbers or other identifying information stamped on them. Blank
tags can be marked with special pens or paint, purchased separately.

The tags are produced by an injection-molding process and can be made in
different sizes and shapes on the same basic machinery by using different
molds, The tags are used for in-herd identification of particular animals and

F—-Y
=

1/ A copy of the Commission's notice is presented in app. D.
2/ A list of witnesses appearing at the hearing is presented in app. E.
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may contain information on such things as innoculation or lineage. 1In

addition, they can be used for quick 1dent1f1cat10n when animals belonging to
many different owners must mingle, as in a feedlot.

Desgcription and uses--U.S.-produced tags

Animal identification ear tags ‘are produced in the United Skates in two

forms, a one-piece tag and a two-piece tag. These tags are g d to the
ear of the animal and are usually made from polyurethané) a i

harder plastic material can be substituted. The tags ar oduced by
an injection-molding process, although one domestic S A extrusion
nrocess, whereby the polyurethane is extruded int nd the tags
are cut from it. Specific tag sizes vary among . oducers but most

area. The tags can be hot-stamped by the producer with\identifying
information or special paints or pens can b
customers to mark the tags themselves.

ically the same
nts which are
With the
ponent is a solid

e applicator pin,

The two-plece tag produced by the estic
as the imported two-piece tag. It hasw
attached to the animal's ear usi
domestic tags, however, the tip
plastic or metal cone and it ig

which pierces the ear of the ani is fe hS preferred by some users
since it allows tags to be appli Fhout d p1 e applicator in
disinfectant before each $ 3 t recommended when using the
Allflex system since t ' A i ame pin on each application.

by the domestic manufacturers. In
§g22%§ ped fastenlng device is connected toc
gtening device is notched for
called a trocar. During the
\, ushed through the earlobe, carrying the
trocar is w1thdrawn, it releases the
ide of the animal's ear. There is also a
hgble for use with the one-piece tag. It has a
sm and an attachment for the tag on the other. The
2n the handle is squeezed, the knife goes through the
4ches to the star or T-bar fastening device. The handle is then
s pulling the fastening device back through the ear and attaching the

There is al
the one—plece-ta

Prior to the introduction of the two-piece Allflex identification tag in
1975, the one-piece tag dominated the U.S. tag market. It was not until 1978
that the larger U.S. producers began to market a two-piece tag.

The most important differences between the one-piece and two-piece tags
are the ease of application, cost, and degree of permanence. The two-piece-~
tag system is generally considered to be easier to use, particularly when
compared with the trocar method of applying one-piece tags. When the
one-piece tag is applied with the pliers-like device this advantage is less
evident. In terms of cost, the one-piece tags are generally priced below ARe
two-piece tags of comparable size. As far as permanence is concerned, it is
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alleged that a properly fastened two-piece tag will stay in place for the life
of the animal, whereas one-piece, trocar-applied tags tend to work loose due
to their placement in a slit in the animal's ear.

There is some debate as to whether the one-piece or two-piece ear tag
provides the least health risk for the animal. Proponents of the two-piece
system argue that because the hole made in the ear with a two-p
smaller, there is less chance of infection. Advocates of the one>piece tag,
however, argue that the two-piece tag causes necrosis, a condi i
develops because the two-piece tag pinches the ear and prévents(b
getting to the tissue near the wound. In addition, they a
piece tag prevents air from getting to the wound, thu
process. Regardless of the type of tag, however, a
developed would be minor and would probably disapp redtment. It
could, however, have a negative long-term effect on the i

animal.
2 other s used for
;gs,<§§§§§§§5ags, hip

yurethane or

In addition to plastic animal ear tags, the
identifying animals, including neck chain tags,
tags, and metal ear tags.
other hard plastic. The tags have é;;g
inch in diameter in them through whi an’'be placed. The
rope or chain is then put around( the an g ‘éﬁding the tag from

it. These tags are generall y. Two domestic
companies, Fearing Manufact facturing Co., reported

that they sell this tag i at sych :sales constitute a very
minor part of their busi ’ cent in both instances. The
major disadvantage(df the n chain t at it hangs around the animals

Neck chain tags are egg-shape

neck and can catch \on trees—ox >fenc immobilizing or strangling the
animal. although the t 1f is priced only slightly higher
than the tw chain from which it hangs adds an
additional #king the entire neck-chain system
relative

rd cardboard tags approximately 4 square
tamped on them. They are generally glued to the
joning and are sometimes referred to as auction
ags are for temporary identification only. They are used once
Qrown away. One domestic producer, Fearing, reported sales of

’

Tail tags are made of black urethane and attached to the tail of the cow.
These tags are used on dairy cows. The price per tag is approximately $0.60
to $1 although no domestic producer reported production of these tags and
their manufacture may have been discontinued.

Dewlap tags are attached by punching a hole in the cow's dewlap, a fold
of skin under the neck of the animal about 10 inches below the jaw. A hasp is
then run through the hole and the tag is attached to the hasp. The tags are
approximately 2-1/2 inches wide and 3 inches high and cost between 60 and 80

A-4
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cents apiece. No U.S. producer reported production of this tag and the extent
of their use is unknown. .

Metal ear tags are small tags made of steel which are attached to the
animal through a hole punched in the ear. The metal tag is one piece which
bends around the ear and through the hole, locking into itself on the other
side. Metal tags come in three sizes: cattle tags, approximately 1-1/2 inches
by 3/8 inch; and hog and sheep tags, with dimensions of less$\ than one inch.
Identifying information is engraved on the tag and prices ara’generally lower

than those for plastic ear tags. S _
U.S. Tariff Treatm <§<§<§>
ied

er the provision for
lements, in item 666,00

Plastic animal identification tags are class
other agricultural and horticultural machinery and

of the TSUS. Merchandise entered under 5 item 1is y free.
Prior to 1975, the U.S. Customs Serv not have~a uniform
established practice for the classi astic 1l identification

tags. Vinyl animal identification ta i S
identification of cattle during -% e Customs Service to
be classifiable under the proRisy ic, not specially
r3te of 8.5 percent ad
ontfadict an earlier Customs

provided for (TSUS item 774.6
Qi%i%yat plastic numbered tags
a iable under item 666.00 of

valorem. 1/ That Treasury
i ' or animal identification tags was
"§\> bernal Advice Ruling No. 00247 (Oct. 23,

chiefly used for herd ig

Information Exchange (C.I.
=,§~initiated by *%*, which was contesting

Epee entry under TSUS item 651.39 as an agricultural
The Customs Service advised the Commission that

Nature and Extent of Bounties or Grants

On January 13, 1981, the Department of Commerce made a final affirmative
countervailing duty determination concerning plastic animal identification
tags from New Zealand. The Department determined that the Govermment of New
Zealand makes available incentive programs that constitute bounties or grants
within the meaning of the countervailing duty law and that the exporter of
animal identification tags, Delta Plastics, Ltd., utilizes these programs and
receives tax deductions, exemptions, and credits from them. The aggregate net
amount of these benefits equals 13.18 percent ad valorem on exports to the
United States.

A-5

; Treasury Decision 72-340 (G), Aug. 23, 1972.
C

1
2/ C.I.E. Ruling No. 1563/66, June 8, 1966.
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The single largest benefit to Delta is from the Increased Exports
Taxation Incentive program, which provides the taxpayer with a deduction from
income for increases in export sales of qualifying goods during the income tax
year. For this program the Department of Commerce computed a subsidy of 10.84
percent.

The programs under which the New Zealand producer/exporter of.animal
identification tags received a benefit and the amount of the subsidy\for each

program are as follows:
<
Pe

Investment allowances on new
machinery used in high priori

activity-——-———--==—---—-
| S
Export on goods to new mackeks<——Ff—-——————- 0,03
Machinery for export \pr g <;£;><>

both one-piece and two-piece tags. One
ce tags and the other three companies

e tags. In addition, two companies produce

x Corp. of Cody, Wyo., the petitioner 'in this investigation, is a
subsidiary of Nielson Enterprises. A major U.S. producer of one-piece tags
since 1967, Y-Tex introduced a flexible two-piece tag in 1969 and 1970, but
found no market for it at that time. It introduced its current two-piece tag
in 1978. Y-Tex produces its own tags using the injection-molding process. At
the present time it has *** hot-stamp machines for numbering and personalizing
the tags. In 1975, Y-Tex started a mail-order catalog business called Modern
Farms, which caters to the rural farm population. The Modern Farms catalog
offers direct sales of Y-Tex animal identification tags to the consumer.

Y-Tex *%%, accounting for approximately *** percent of total U.S. producers'

domestic shipments of tags in 1979. A
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Temple Tag Co. was founded in 1957 and manufactured one-piece tags
exclusively for 20 years. In February 1977, the Starbar Tag Co. (a subsidiary
of Zoecon Industries), 1/ purchased Temple Tag and merged all animal tag
operations under the Temple name. Temple presently produces both one-piece
and two-piece tags in its production facility in Temple, Tex. Its original
tag is a small hard plastic clip-on tag which is threaded through a slit in
the ear., The current Temple product line also includes a two—-piece tag called
the "Herdsman,'" which is produced in large and medium sizes; the\two-piece
"Top-Tag," which sits on top of the ear to allow greater visibili
also produced in large and medium sizes; the Country Giant
again available in the large and medium size; and a small’twocpi
designed for use on hogs. Temple has a pliers—type appli
two-piece tags as well as for its one-piece Country
provides a push-pull trocar applicator for its on
its tags both stamped and unstamped, and, in 1979, ac
of U.S. producers' domestic shipments of tags

American Stockman Tag Co. of Temple, Te wasincorporated in August 1979
and began production in January 1980. i jaction ing process, it
manufactures only one-piece maxi tags, v *x%, (Lt sells the tags

already numbered or blank, and also markets \an iak mark e customer can
mark the blank tags. American Stockm ovmed the C n that *¥%%,
American Stockman made no sales i t docountdd™F * percent of
total U.S. producers' domestic shipments<of )tags in J y-

September 1980.

<

Fearing Manufacturing i qu 't KC £ located in St. Paul,
Minn. It began the manufac ‘ 1:=h fication products in 1945,
added flexible one-piec p ing 1964, and began manufacturing

peiits and the molds for the tags,
“)to several different companies
hines to produce the tags. TFearing
o the contractor, and oversees the
tamps, packages, and markets the tags

two-piece tags in
but contracts the
which use their o

2R
3, they have a button tag for sheep and hogs

ed specifically for hogs. Fearing also carries
tags and a few neck-chain tags and hip tags.

ment of Commerce approved the guarantee of $410,000 in trade adjustment
assistance loans for Fearing Manufacturing Co. Included in the assistance are
loans for $245,000 to purchase machinery and equipment and $165,000 to be used
as working capital. 2/

1/ Zoecon is in turn a subsidiary of Hooker Chemical Co. which is owned by
Occidental Petroleum Co.
2/ A copy of the notice of adjustment assistance is set forth in app. F.

A-7
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Ritchey Manufacturing Co. of Brighton, Colo. is a family-owned firm that
began producing one-piece ear tags in 1964. It manufactures and sells only
one-piece tags and accessories such as applicators and marking pens.

*%%, Five sizes are produced, ranging from just under 1 square inch to
approximately 7.5 square inches. The tags are availahle blank or stamped,
with a special ink provided for use with blank tags. The U.S. Park Service
purchases tags from Ritchey for use in its research on wild animals.
accounted for approximately **¥* percent of total U.S. producers'
shipments of tags in 1979. S

Apollo Tag Inc., located in Casper, Wyo., began operation

Perma-Tag Manufacturing Co. TIts products at that time i
neck chains. In 1965, Apollo was awarded a patent for
fication tag. Currently, Apollo only manufactures thosé t
Until the fall of 1980, Apollo contracted out for the inject molding of

their tags. At that time they began doing their pwn’inj i lding. Their

which is
etal tip
In

t ags in December
rketlng
the actual injection

a harder plastic than that used by other tag
required and one step in the production proces

domestic shipments of tags.

Rio Vista Farms began productio
1979 after it purchased the "Sta-Pu
International. Like Fearing, Ri
molding of the tags. Rio Vis 11zes the tags and

packages them for marke orY *¥¥ percent of total
U.S. producers' domest i v i J 'his firm's most important

icetion tags, International Beef
at firm produced two-piece tags.

td., 4 subsidiary of Allflex Holdlngs, Ltd., Palmerston North New
Zealand .\ l1lflex Holdings, Ltd., was established as a publiclv owned company
in Decembet 1979, with Delta Plastics as a sub31dlary operating company. The
prospectus issued by Allflex in connection with its establishment and its 1980
annual report are the sources for the information in this section.

Delta Plastics was established in 1955 as an engraver of plastic signs,
and by 1966 had entered the animal identification tag field. The most
successful product designed and marketed by the firm is the Allflex animal
identification tagging system. Its sales of the ear tags increased from
$NZ 181,000 in 1971 to $NZ 5.1 million in 1979. Export sales of tags by Delta
increased from 29 percent of total company sales in 1973 to 87 percent in 1979

(table 1).
A-8



A-9

Table 1.--Animal identification tags: Domestic New Zealand tag sales and
export tag sales by Delta Plastics, Ltd., fiscal years 1971-79

(In New Zealand dollars)

: Share of total
Export :company sales ac-

Year ended : Domestic :
Mar. 31-- : sales : sales counted for by
: : 3 : export sales
= : *\\\_ Percent
1971-===- - : " $128,000 : 29
1972~ : 162,000 : 24
1973--- : 256,000 : 29
1974—---~ : 333,000 : 46
1975====~~~ : : 55
1976- - : : 79
1977 : 78
1978 : 84
1979~-- : 87
Source: Allflex prospectus.
Currently, the company's Ne 4 (E;¥g}pacity to produce 100
million tags a year. The numpex S fiscal 1979 was

g%was expected to exceed
plicators in 1979.

the United States. It has
ia, and Culver City, Calif.,
Vitre, France, and Syracuse, N.Y.

approximately 48 million.
80 million tags. Delta
Approximately 50 percent
wholly owned suhsidia
and joint-ventu u

wholly owned subsidiary of Delta Plastics, Ltd., and
agent for its parent company in the United States. The U.S.
gidiary conducts a retail mail-order business for Allflex tags and also

s> Delta's two master agents, Vet Brand and G.C. Hanford, in various
problem areas. Allflex Tag Co. accounted for *** percent of U.S. sales of the
imported tag in 1979. Vet Brand was a distributor of farm-animal-related
products before it began marketing tags. Currently, more than **¥* percent of
Vet Brand's total sales is accounted for by Allflex tags. The company
maintains a complete stamping operation for numbering and personalizing the
tags and accounted for *** percent of the U.S. sales of the imported tag in
1979. G.C. Hanford Manufacturing Co. began operation in 1864 as a producer of
veterinary medicines and related products. Hanford became an importer of the
Allflex tags upon the recommendation of Vet Brand. While the bulk of Vet
Brand's tag sales are ***, Hanford accounted for *** percent of U.S. sales of
the imported tag in 1979. A-9
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In early 1980, G.C. Hanford and Delta Plastics jointly formed a new
company in New York called the Allflex Manufacturing Co., Inc. The new
company was started for the exclusive purpose of manufacturing the Allflex tag
system. Financed by a bond issue from the Onondaga (N.Y.) County Industrial
Development Board, the new company has built an 8,000-square-foot building
adjacent to Hanford's plant. 1/ Production began in October 1980, ***, The
additional machines will be ordered as the demand for increased production
develops. George Hanford, president of Allflex Manufacturing Co., esti ated
that the new company will produce 5 million tags in the first yea
operation and will attempt to double production in each of the ne
It is expected that production by the Allflex Manufacturing C il
supplement rather than replace the imported tags. 3/

In 1979, Diamond Shamrock acquired the Animal He
0il, which was importing male buttons from Delta Plastics use ¥n an

insecticide. The insecticide ear tag was first magd in commexrcial
quantities in 1980, Diamond Shamrock and Allflex eX and for the
new product will be *** tags a year.

SN
U.S a
Qe
The majority of sales of ed4r pap Qgig%ates are made through
distributors, that in turn 2 d users. There are some
sales of ear tags dir : ail-order catalogs. One
domestic producer 4/ i and many of the others sell
through other farm ca y to feedlots; however, the

other companies 11 to their regular distributor
channels.

Channels of distribution

Structu 6f m e

, and thus™dppends on the size of these industries and
them. The following discussion is based on official

?

Cattle.--The cattle industry in the United States is made up of beef and
dairy cattle segments, with beef cows outnumbering dairy cows by about 3.5 to
1. 5/ Data are not available on the number of ear tags sold specifically to
the cattle industry, but industry sources indicated that most ear tags go to

1/ Transcript of the conference, investigation No. 303-TA-14 (Preliminary)
pp. 71-72.
2/ 1bid., p. 73.
3/ 1bid., pp. 81 and 82. _
4/ Y-Tex. ' A-10
5/ John H. McCoy, Livestock and Meat Marketing, Westport, Conn., Avis
Publishing, 1979, p. 60.
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this market. From a comparison of ear tag sales with USDA cattle supply it is
estimated that from 15 to 30 percent of all cattle are identified with ear
tags and that this share has been growing. 1/

The cattle industry is cyclical in nature. A downturn or liquidation
phase, triggered by declining cattle prices in 1974, began in.l975 and lasted
through 1979. This downturn was characterized by declining ca

slaughtered. USDA statistics show that an accumulation phasé
when the calf crop and cattle inventories increased for t £1
1975 (tables 2 and 3). Prices paid for cattle by feedlo
mid-1979 through mid-1980, but rose for the first
July-September 1980. 2/

Table 2.--U.S. balance sheets for( cattle and calves, 1977-80

(In millions of head)

AN
Item X 1977\; 1978 /\,m% * 1980

.

Y% .
Jan. 1 inventory--————==——====—- : ﬁ§§;3§:> 110.9 : 111.0
Calf crop and importg———--—--- : 4 43.5 46.2
Total supply- : 154.4 157.3
Slaughter—-- : 37.1 36.8
Deaths and exports-—--zg} : 5.7 ¢ 5.5
Total disappeaziEEE? —-= : 42.8 : 42.3
Residual-- 3 (.5): (.6): 0
End-of-peri in§g§§§zz:f%r-——: Qg§§§§ 110.9 : 111.0 : 115.0
Source <USDA Cattle, Janu 980" and January 1981.
<<\ --U.S. calf crops, 1978-80
<> \// R\ : 1979 : 1980
Per? : . ~
: ... % Percent : . ¢ Percent: . ¢ Percent
: Quantlty: of total : Quantity tof total: Quantity : of total
tThousands: ¢ Thousands : ¢ Thousands:
Jan., 1-June 30--: 31,038 : 70.8 : 29,899 : 69.9 : 32,550 : 71.5
Jul. 1-Dec. 31--: 12,801 : 29.2 : 12,853 ¢ 30.1 :1/ 12,975 : 28.5
Total——====-— ¢ 43,839 : 100.0 : 42,752 ¢ 100.0 :1/ 45,525 : 100.0

1/ Expected calf crop for 1980.

Source: USDA, Cattle, Jan. 30, 1980, and July 28, 1980.

1/ The low estimate of 15 percent is based on the assumption that ear taﬁg
for cattle are generally of larger sizes (over 2 square in). The high Al
estimate of 30 percent is based on the assumption that any size ear tag may be
used for cattle.

2/ USDA, Livestock and Meat Situation, November 1980.
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Within the cattle industry, the degree of use of ear tags varies
according to the function of the animal. Beef cattle are classified as either
breeding stock or stock meant for eventual slaughter, although older or less
productive breeding stock can be "culled" for slaughter. Several sources
indicated that the use of ear tags is more prevalent in breeding stock, where
monitoring individual cows or bulls is more important. Breeding st
consists of beef cows that have calved, heifers meant for beef cow replace-
ment, and bulls. USDA combined statistics for inventories of these thr
categories are shown in the following tabulation. S

,% dlot where
placed in a common
‘s5u9fy each herd.
égion. In the

ng is the preferred
ut or shatter in cold

Southwest, where commercial feedlots ‘ar
method. The possibility that pl i
weather is also considered a dete
branding is that it dam k ke ta i ing some feedlot
operators to favor ear

g re used in feedlots, they are

t igher price of a two-piece ear

Therefore, competition in this market

gsvand branding. The #*%* one-piece

tag used in feedlots and *** estimated
p’ sales through its distributors were to

tirers reported that their sales of ear tags

ot known. Cattle placements in feedlots are

Several sour
usually of the
tag limits its
appears to he

Quantity
(1,000 head)

1978:
January-March 6,490
April-June 6,558
July-September——- 7,352
October-December 8,673

1/Grass-fed cattle are also slaﬁghtered, but accounted for only 7 percent of
total cattle slaughter in 1979 and 1980.
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1979:
January-March- 5,853
April-June 6,149
July-September 5,957
October-December 8,077
1980:

January-March-- 5,217
April-June 5,628
July-September 6*é§§§§§h

Certain States, particularly those allowi n-range grazing, require
branding for herd identification. In these States, e morg sophisticated
cattle operations complement branding wit 1 r tags to identify
cattle by lineage, pasture use, feed use,

tag. In other States, ear tags appe eived acceptance,
possiblv because of the greater ability ’ ¥ re intensive
and controlled farming situations suec teyn and Midwestern

regions.

Individual identificatiop X SgigﬁwideSPread than that of
beef cattle because of the née ¢ i 1 ekds from individual cows.
The traditional method of ide 3 e he neck chain. A

manufacturer of neck chai i ukes ear tags, believes that ear
ih—t le industry because neck
nces . As in the beef industry, the

tags are becoming more
the sophistication of the
not be used in a small herd where
t animals by sight.

use of individ
operation.

& average dairy cattle herd size has been
@ss than 50 cows accounted for 83 percent of
percent in 1979. Increasing herd size coupled

: market. Both one- and two-piece ear tags are
feach in this market could not be determined. USDA milk

uantit
(1,000 head)

Jan. 1, 1978———-===~ 10,939
Jan. 1, 1979---———- 10,790
Jan, 1, 1980--————-- 10,779
Jan. 1, 1981-————=—- 10,869

Sheep.--In the sheep industry, sources indicate that ear tags are used
most extensively in breeding stock (called stock sheep by USDA) and in Eg?3
smaller herd regions, such as the Midwest, rather than in the larger herd
Southwest region. The U.S. balance sheet for all sheep and lambs is presented
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in table 4, and USDA statistics on stock sheep inventories are shown in the
following tabulation:

Quantity

(1,000 head)

Table 4.--U.S. balance sheet for all sheep ‘and bs, 77-79
(In thousands of wé%%b

Ttem . 1977 %Qs&?:i%%78 (i\ 1979
i P
PN |
: lgfégix: 12,220
/8815 0 8,053

oo oo |oe

Jan. 1 inventory 12,766\
Lamb crop and imports————--- : 3 :

Total supply : Szg&s%g%g;z; ,379)): 20,%;3
Slaughter : 5 3: 5,187
Deaths and exports——--———---— : /T (O 2,176 2,165

Total disappearance-—-—-—--- : U 8,851 : \QQ:D 7,719 : 7,35§

Residual : <i> 182)= (440): (408
Dec. 31 inventory-——————-- 5§é<§§2§> 2,348\¢ 12,220 : 12,513

N @\ :

: >
Source: USDA, Shegp aild Goats, Jan. 25; Qggfﬁ

tional Bureau of Swine Records stated
dard method of identifying breeding

ags may also be used, in addition to ear

ed use, or other purposes. In the

ed, they are used on sows. Use of ear

wing, is presently limited. Because of the

apds each other, an ear tag is vulnerable to

Y ason, one source suggested that the two-piece

which¥fits more tightly against the ear, might be more appropriate

market. Table 5 shows breeding and commercial hog inventories from

Q ’

Table 5.--Inventories of hogs on farms, by'types, as of Sept. 1, 1978-80

(In thousands of head

Ttem : 1978 ; 1979 : 1980
Breeding- : 7,463 : 8,277 : 7,447
Market : 41,837 : 48,993 : 48,113
Total : 49,300 : 57,270 : 55,560-14

Source: USDA, Livestock and Meat Situation, October 1980.
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Consideration of Injury to the U.S. Industry

There are seven known U.S. producers of plastic animal identification
tags, which account for almost all shipments of domestically produced tags.
The Commission received a questionnaire response from all seven companies.
However, there were differences among the firms concerning the type of tag
produced and when production began, and some firms provided only estimated
data or data based on varying fiscal years.

In 1977, the first year for which data were collected, ey, Fearing,
and Y-Tex produced only one-piece tags. In 1978, Feafing
producing two-piece tags, whereas Ritchey continues to ;
tags to the present time. Temple produced both onerpi 0-piece tags

throughout the period. Apollo produced only tw Ri0 Vista began
production of one-piece tags in 1979 and Ameri

one-piece tags in 1980. Apollo, Fearing, and Ritche

When available, aggregated data
information given on other than a cale
some instances, when aggregation o
presented separately for indivi

In

U.S. capacity, production, aég:§;pa

The total U.S. ca orti i to produce plastic animal
identification ear t Naérea fr 1lion tags in 1977 to 91.3
million tags i i ase in capacity was due in large
part to *¥%%,

compared with figures for the
at capacity has continued to increase in
anuary-September 1979 to 80.3 million in

Quantity
(1,000 units)

1977 61,317
1978 67,483
1979 91,255
January-September—-

1979 67,015

1980 80,304

.l/ Temple provided estimated capacity figures. Capacity figures for Fearing,
Rio Vista, and Apollo were based on capacity of the molds in normal useA-15
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January-March--

1979-- 22,065

1980 26,098
April-June--

1979 , 22,180

1980 26,878
July-September~-

1979

1980

ear tags. Their caoacity to produce two-pi
1977 2/ to *** tags in 1979, representing an

tags, or

503 percent. A comparison of capacity figu : 1980 with
those for the corresponding period of.197 : ?E?t two=pie tag capacity
continued to increase, rising from 20 ’n Januaxy~Septémber 1979 to

1 , re --3- an increase of

27.9 million in the corresponding pe
36 percent.
Capacity figures for U.S. ~ of n1ma1 identification
ear tags are as follows: E?
Quantity
(1,000 units)
Sk

19,058
979 30,138
@%\@
1979 20,437
1980 N 27,894
January-March-- ;
1979 6,539
1980 - 9,198
"April-June--
1979 , 6,654
1980 9,198
July-September--
1979 7,244
1980 9,498

1/ The two components of a two-piece tag are being considered as one
complete tag unit for statistical purposes.
2/ Only Apollo reported capacity figures for 1977. A-16
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There are presently six known U.S. producers of one-piece animal
identification ear tags. The capacity of these producers to produce one-piece
tags rose from **%* in 1977 to 61,1 million in 1979, representing an increase
of *%% tags, or *** percent. A comparison of figures for January-September
1979 with those of the corresponding period in 1980, shows that U.S. capacity
to produce one-piece tags continued to increase in 1980, rising from 46.6
million in January-September 1979 to 52.4 million in January-September 1980.
This is an increase of 5.8 million tags, or 13 percent. pacity figures for
U.S. producers of one-piece animal ear tags are as follows

1977
1978
1979 L.
January-September3Q§</F\\\&
1979 (\jj
1980
January—Maz;h:;\ G?£§§§b
1980 16,900
19&2‘;\ > 15,526
19 17,680

N \7Z&N
E@P“{f\\xﬁ 15,526

Xso 0 %@ 17,830
n 19§§;§;é§2§>U. « P :§:§§§>of animal identification ear tags, both
\

ece an ece, 4 million tags. In 1979, production had
inéréased.to 37 epresenting an increase of 14.1 million tags, or
anuary—September 1980 show production of 28.7
g> an increase of 2 million tags, or 8 percent, over

Total U.S. production 1/ of animal identification ear tags in recent
periods is shown in the following tabulation:

Quantity
(1,000 units)
1977 23,417
1978 - 34,523
1979 37,547
January-September—-
1979 ' 26,647
1980 28,655

A-17

1/ Temple provided estimated production figures. Figures provided by Fearing
were based on their fiscal year, May-April.
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Data for the first three quarters of 1979 and 1980 give an indication of
the cyclical nature of the ear tag business. The first quarter of both years
shows higher production, in anticipation of higher sales in the spring. The
next two quarters show lower production, this being a time when companies
generally work off their inventories. The decline in production in the third
quarter of 1980 is the result of a 6-week plant shutdown by Y-Tex keginning in
July 1980, and a sharp drop in production by most of the other damggig;
producers. Only one company, **%, reported an increase in producti
third quarter of 1980, compared with production in the corregponding quarter
of 1979. Quarterly production for January-September 1979 and 1986’1 howr in
the following tabulation:

it
(1,000 units)

January-March-- gi:y
568

1979

1980 \QQ, 34
April-June--

1979 8,050

1980 SN
July-September-- (EZ/7 1 <

1979--- \j 8,

1980 » 503

In 1977, U.S. productio
increased by *¥%* milli
however, production d
million ear tags. Th
in production of ¥*** m
1980 indicate a
19.9 million i

2 agi;ia million; in 1978, it
p percent. In 1979,
;Q or 9 percent, to 26.9

nt, Data for January-September
roduction of one-piece tags, from
0,20.3 million in the corresponding
388,000 tags, or 2 percent. The

o the beginning of production by American
ion of **%*%, All other domestic producers
of one-piece tags in the first three

pures on one-piece animal identification ear

Quantity
(1,000 units)

1977 , dedkede
1978 : 29,500
1979 26,903
January-September—-

1979 - 19,906

1980 20,294

During most of 1977, only one domestic company, Apollo, produced
two-piece animal identification ear tags. Temple began production of the
two-piece tag in late 1977. Total production for the two companies for the
year was *** tags, By 1979 there were two other domestic producers of the
two-piece tag and production had increased to 10.6 million tags. This is an
increase from 1977 to 1979 of ***, Data for January-September 1980 show a
continued increase, with production rising from 6.7 million tags in

A-18
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January-September 1979 to 8.3 million tags in January-September 1980,
representing an increase of 1.6 million tags, or 24 percent. Data on the
production of two-piece animal identification ear tags are shown in the
following tabulation:

Quantity
, (1,000 units

1977 kk
1978 5,8&3
1979 0,6
January-September--

1979 6,7

1980 361

Increases in production in 1980 are accouyn
companies, ***%, with the other two produgers o
production decreases.

On a quarterly basis, production § iece tags her in the
first two quarters of 1980 than in y ing r of 1979. 1In the
first quarter, production increase 2 jillion i 9 to 3.8 million in

pexcent. In the second
79)to 2.6 million in 1980,
. In the third quarter
with the third quarter of
million tags in 1980.
first three quarters of 1979

quarter, production increased frgm
representing an increase of [ i
of 1980, however, production
1979, falling from 2 NS

Quantity

(1,000 units)

Januar
19 9§¥ : 2,446
19 . 3,807
Aprilzjﬁﬁé—-
1979 - 1,682

1980 2,551
July~-September--

1979 2,612

1980 2,003

The production and capacity figures for 1977-79 show that capacity
utilization for one-piece and two-piece ear tags combined increased from 37.7
percent to 41.1 percent. This 41.1 percent is down, however, from the high of
51.2 percent in 1978, and data for January-September 1980 show a continued
decline to 35.7 percent, compared with 39.7 percent for the corresponding
period of 1979.

A-19
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In 1977, capacity utilization for one-piece ear tags was **%* percent.
This *** to 60.9 percent in 1978 and then dropped to 44.0 percent in 1979.
Figures for January-September 1979 compared with figures for the corresponding
period of 1980 indicate a continued decline.

Capacity utilization for two-piece ear tags was *¥** percent in 1977,
however, only one company provided both capacity and production
that year. In 1978, with four companies reporting, capacity utilization for
two-piece tags was 26.3 percent. This utilization increased t 3 \percent
in 1979, but a decline is shown for January-September of 1980,
with the corresponding period of 1979 (table 6).

Table 6.--Animal identification ear tags: U.S. product igggﬁsfity, and
capacity utilization, 1977-79, January-September 19 and

January-September 1980 <<:7
RN
Item and Period ' Production Tﬁ&\;ggéacit ¢ Capacity
: Q{ : y&{(\\ utilization
¢ 1,000 unity : I,000 \§5 Percent
One-piece ear tags: : G Qi%é? :
1977 : 43 : *hk g dokek
1978 : 29,500 : S 2425 ¢ 60.9
1979-- : 903 ¢ 61,117 44.0
January-September—- H <§Z:® : ‘
1979 : 46,578 : 42,7
1980 G : 52,410 : 38.7
Two-piece ear tagsi/Z:IU <§§§; 2 :
1977 AN : 1 : 1/ dkk g 1/ ek
1978 AN §§S§> szzfg 23 ¢ 19,058 : 26.4
1979 : ,644 30,138 : 35.3
January-&gégé;ber--\<§::jz7 H : :
1979 © 6,741 ¢ 20,437 ¢ 33.9
<§§§; 8,361 : 27,89 : 30.0
X 23,142 : 61,317 : 37.7
: 34,523 67,483 : 51.2
A\ 37,547 : 91,255 : 41.1
: 26,647 67,015 : 39.8
: 28,655 : 80,304 : 35.7

1/ Figures shown are those reported by Apollo Tag only. Temple provided
production figures but no capacity figures for 1977; therefore their data for
1977 were not included in the table.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
e

A-20
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Three of the firms do not have their own injection-molding equipment and
their capacity figures were reported based on the capacity of the molds in
normal use. Four of the firms do have their own injection-molding machines
and were therefore able to report on their actual capacity. Production,
capacity and capacity utilization for these firms are shown in table 7.

Table 7.--Animal identification ear tags: U.S. production, capacity, and

capacity utilization, for 4 domestic producers with injection ding
machines, 1/ by types, 1977-79, January-September 19723 and —~
January-September 1980 (A\

o>
\ .
/Qé;é;i%y&b\4\<i;v9%p§CltY
utilization

Item and period : Production : N
: 1,000 units : 1,000 units : Percent
One-piece ear tags: : :
1977 : *hk o 39.5
1978 : : 61.4
1979 : 52.1
January-September-- :
1979 : S\ 49.9
1980 : ] 45.3
Two-piece ear tags: : :
1977 : *hd o 0
1978 : TRk g 30.2
1979 : Tk 36.5
January-September-- : :
1979 ke *kk g 33.2
1980 Aol swk 28.0
Total ear tags: <<j :
1977 N : *hE g 39.5
1978 : *kk g 53.6
1979 : *kd 3 47.1
Januar;ggﬁggnger-- : :
: *kE g 44.5
: Fkd g 39.6

<;§<§\\\\ :

Té@g%;iZﬁltchey:Q¥§§§Q, and American Stockman (in 1980 only).

odrce: “VCompiled from data submitted in response to questionnaires of the
U.So International Trade Commission.

U.S. producers' domestic shipments

U.S. producers' total domestic shipments of animal identification ear
tags increased steadily from 26.9 million tags in 1977 to 34.0 million tags in
1979, representing an increase of 7.2 million tags, or 27 percent. Shipments
in January-September 1980 declined slightly, to 25.2 million, compared with
25.4 million in the corresponding period of 1979. This decline reflects only
lower shipments of one-piece tags as shipments of two-piece tags increased

throughout the period (table 8).
A-21
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Table 8.--Animal identification ear tags: U.S. producers' domestic shipments,
by types, 1977-79, January-September 1979, January-September 1980, and
by quarters, January 1979-September 1980

(In thousands of units)

Period ; 2-piece tags ; l-piece tqgg ; Total

1977 : ke g 26,851
1978 : 2,803 : 31,946
1979 : 8,282 : 34,031
January-September—- : :

1979 : 5,178 3 25,407

1980 : 25,210
January-March-- :

1979 : 10,453

1980 : 11,685
April-June-- :

1979 : y 8,678

1980 : 2 6,303
July-September—-

1979 ,908 6,276

1980 ,617 7,222

ts of one-piece ear tags totaled
1lion, then declined to 25.7
in January-September of 1980 with
20.2 million in the corresponding

pments of two-piece tags rose from *¥%¥% in
then jumped to 8.3 million in 1979.
anuary-September 1979 to 6.6 million in the

- This represents an increase of 1.4 million

The graph on the following page shows U,S. shipments of both the domestic
and imported ear tags by quarters from January 1979 through September 1980.
Additional information on importers shipments is presented later in the report.
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U.S. producers' exports

Four domestic companies reported export shipments of animal
identification ear tags: ***, 1In 1977, exports of ear tags were *** units;
they declined to *** in 1978 and then rose to *** in 1979. Figures for
January-Septembter 1980 indicate that exports declined in that year, when
compared with figures for January-September 1979. Total exports are shown in
the following tabulation:

uanti
(1,000 uﬁfts)<§§§ii}t>
1977 *
1978 ek
1979 ¥
January-September-- ‘
1979-- (e e
skt

1980 *

January-March-- o X\G<:i>
1979 = ) Rk
1980 - e
April-June-- (E:E;> <::j>

1979

1980

0

N

Ju%_g;geptemberyjjii\¥ ﬂ\\\\/j Q:;ggi;iQ%
s

L/
TN RY
Export shipment i ta <§é§§§§§ilined irregularly since
e

1977. 1In that year, one-piec gs totaled ***, Such

shipments dropped to eased slightly to *** in 1979.
77 to 1979 of *%**, or 26
yer 1980 indicate this decline is

This represent
‘\ %xk in January-September 1979 to *¥%* in

percent. Fi

continuing,
January-Septer tiong\a” drop of *** tags, or 60 percent.
Exports/o 01 & ghown in the following tabulation:

Quantity
(1,000 units)

1977 -~ Rk
1978~ - kwk
1979 ek
January-September--

1979 *hk

1980 ke

Export shipments of two-piece tags, on the other hand, increased steadily
from 1977 through January-September 1980. In 1977, export shipments of
two-piece tags totaled *** units. This increased to *** in 1978 and then to
*%% in. 1979. Figures for January-September 1980 show this upward trend
continuing. In January-September 1979, export shipments of two-piece tags A-24
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were **% ywhereas in the corresponding period of 1980 shipments increased to
*%%, Export shipment figures for two-piece tags are shown in the following
tabulation: :

Quantity
(1,000 units)

1977 : dkeke
1978 - lad
1979 <§**
January-September--

1979 *

1980 *

U.S. imports

Nearly all U.S. imports of animal ide ation t are from New
Zealand. 1/ All the New Zealand tags\ are tw gce rexmanufactured by

Delta Plastics, Ltd. The Commissio eived questi ixe responses from
Delta's two master agent importer Hanford ring Co. and Vet
ywned Califor subsidiary, Allflex

Brand, Inc., as well as Delt
accountedifor approximately *¥%*

Tag Co. Together, these thre
: Tor 1fic@gs from New Zealand.
lati Qi%;zpts of tags from New Zealand by
#

percent of U.S. imports of
s 2/ in 1977 to *¥** tags in

these three firms al
1978, and then incredsed dg L n 1979. During January-September
1980, import ags fr Zealand igicreased by 7 percent over the
corresponding \period o 979,Q§i§§§ )

S Quantity

(1,000 units)
1977 AN dekk

As shown in the f

1 7§i~ N *ek
19 k%
January-September—-
1979 Fekk
1980 Tk

The remaining *** percent of Delta's export sales to the United States
have been made to Shell 0il/Diamond Shamrock Animal Health Division, which
manufactures insecticide Raybon buttons. These tags use the Allflex male
button with a Diamond Shamrock female tag containing the insecticide formula.

1/ According to U.S. Customs Service invoices, small amounts of tags are
imported from the United Kingdom. They are manufactured by Dalton Supplies,
Ltd., and amounted to *¥* units in 1977 (value **%), *** ypits in 1978 (value
**k), *%% ynits in 1979 (value ***), and *** ynits in January-September 1980
(value *¥%%), A-25

2/ The two components of a two-piece tag are being considered as one
complete tag unit for statistical purposes.
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The Allflex applicator is used to apply the special tag to the animal's ear.
It should be noted that the tags manufactured by Diamond Shamrock are not for
the identification of animals, and thus have not been included in U.S.
industry data. However, the imported male buttons are subject to the subsidy
determination and therefore are within the scope of the investigation. Since
import data were presented in tag units (male and female components being
counted as one tag), imports of the buttons were not included. e following
tabulation shows the quantity of male buttons exported by Delta Plastics to
Shell/Diamond Shamrock:

1977
1978
1979
January-June—-
1979
1980

1/ Not available.

U.S. producers' end-of-period 1n n

t1f1cat10n ear tags
to 8.6 million tags at the
to 11.3 million, and by the
illion. This was 4.2 million
tRry at the end of September 1979.
shown in the following tabulation:

| S
Quantity
- (1,000 units)
97 6,062

Total U.S. producers'
increased from 6.1 millio
end of 1978. By the
end of September 19
higher than the 8.7
Total end-of-period

978 8,619
1979 11,280
Mar. 31--

1979 ~- 10,360

1980 11,827
June 30-- :

1979 ‘ 8,604

1980 12,928
Sept. 30--

1979 8,704

1980 : 12,885

1/ Inventory figures provided by Temple and Ritchey were estimated.
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Inventories of one-piece ear tags increased from **¥ at the end of 1977
to 6.1 million at the end of 1979, representing ***, As of September 30,

1980, inventories of one-piece tags were 6.9 million units, representing an
increase of 1.9 million tags, or 39 percent, more than the 5.0 million in

inventory as of September 30, 1979. End-of period inventory figures for
one-piece tags are shown in the following tabulation:

. Quantity
(1,000 units) -

1977 , Hokk
1978 27
1979 139
Mar. 31--

1979 , 5,

1980 W 6,70

June 30--

1979 X\Lﬁfi:i> ,871
1980 7,180
Sept. 30--
1979 4 Q
1980 gii;%

The majority of the increas i i ;? however, was accounted
for by **%, 1In 1977, with O reporting on two-piece
tags, inventories were *%¥* th two additional companies
reporting on two-pi isen to 2.9 million tags,
representing an 1
companies reporti entories had risen to 5.1 million,
representing an a 78 of 2.2 million tags, or 77
percent. Inyentori , 1980 were 6.0 million units,
representi an incre i1l , or 61 percent, compared with the
level of ¢ f<period inventories of two-piece tags are

shov he

uantit
(1,000 units)

1977 Fkdk
1978 2,898
1979 5,141
Mar. 31--

1979 4,412

1980 5,118
June 30--

1979 ' 3,733

1980 5,748
Sept. 30-- .

1979 3,728

1980 5,993
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It is the practice in the domestic ear tag industry to maintain
inventories sufficient to fill orders with as little delay as possible. With
the variety of sizes and types of tags produced, companies are required to
maintain large inventories. This can be seen when examining the ratios of
inventories to production and inventories to shipments (table 9).

Table 9.--Animal identification ear tags: Ratio of U.S. producers' d-of-
period inventories to U.S. producers' production and shipggnts es,
1977-79, January-September 1979, and January-September 19

(In percent) QQE <i>
: Ratio of 'n&éQfa;£§§\t -

Period
Produﬁgigp . Shipments
Total tags: \§$I::E;§ :
1977 : 23
1978 X : @ 27
1979 30 : 33
January-September—- S H
1979 1/ 23\ 1/ 26
1980 2<$ 2/ 38
One-piece tags: H
1977 ' : ki
1978 Q 19 20
1979 23 : 24
January-September- G?ii}ﬁ :
i979 Tt % _1_; 18 : 1/ 19
980 2/ 25 2/ 29
Two—-piece ta§§5;> i\\\\/gj Qﬁ;z;% - : -
1977 §§§§5<> ke s Fedede
1978 WD 58 103
1979 SN 48 : 62
Janug%%igggiégéééi: <§§§§§§; H
: 1/ 35 : 1/ 45
\ \}) % : 2/ 46 = 2/ 57
1ARatios calculated on the basis of full-year production and shipments.
2/ ios calculated on the basis of annualized production and shipments.

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

Importers' end-of-period inventories

At the end of 1977, U.S. importers of ear tags from New Zealand held
inventories of *** tags. By the end of 1979, these inventories had *¥%*,
Inventory levels *¥** slightly in 1980 as well. The ratio of inventories to
shipments of imports remained very stable throughout the period as shown in
the following tabulation: A-28



A-29

Importers'end-of- Ratio of inventories
period inventories to shipments
(1,000 units) (Percent)

1977 %k dedeke
1978 Sk Sk
1979 Klek Yk
Mar., 31-

1979 ek

1980 *kk
June 30-- ‘

1979 Fkk

1980 , *k
Sept. 30--

1979 i

1980 el

1/ Based on full-year shipments.
2/ Based on annualized shipments.

Employment

The total number of persom

S
establi ts producing animal
in 1

' to 211 in 1978, and to 242
s for 1980 with those of
e fi tWwo quarters and dropped
b duction and related workers
) s increased from 92 in 1977 to
due, in large part, to the

three firms and the startup of
irm. In the first quarter of 1980,
ated\workers was 17 percent higher than in the
¢he third quarter of 1980, the number of
15 percent less than the number in the

slightly in the third q
engaged in produci

A-29
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Tahle 10.--Average number of total employees and production and related workers
in U.S. establishments producing animal identification ear tags and average
hourly wages for the latter, 1977-79, and by quarters, January 1979-
September 1980

: Average hourly
¢ wage for pro-
s duction and re-

Item and period

: Total
: employees

es oo oo oo

April-June--
1979 e

Julv-September--
1979-- —— 4.35
1980-~————~===—~ 4.41

1/ Average hourly wage for g
k%,

Source: Compiled from
U.S. International Trade

Financial exper\ience ofi\U.S.

e progzglsﬁﬂé;iss ]

{ other financial data were received from four
2nting about 90 percent of total U.S. shipments
in"1979. As shown in table 11, aggregate net

anuary-September 1980, compared with net sales in
riad of 1979. The rise in net sales during 1977-79 was

inéreases in the quantity of tags sold coupled with increasing average

it sale prices. The increase in net sales in January-September 1980

ted only from higher prices as the volume of tags sold declined in that

period compared with the corresponding period of 1979.

Net operating profit generated by these four domestic producers of animal
identification tags increased by over 200 percent from $329,000 in 1977 to
$1.1 million in 1979. During January-September 1980, however, net operating
profit declined by almost half, to $421,000, compared with a net operating
profit of $836,000 in January-September 1979. The main reasons for the
decline in net operating profit were an increase of 37 percent in general,
selling, and administrative expenses during January-September 1980, compared

1/ Temple, Y-Tex, Fearing, and Apollo. A-30
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with those during January-September 1979, as well as a decline in sales
volume. Selling prices did not keep pace with increasing costs and expenses,
particularly marketing expenses, which accounted for most of the increase.
Specific cost increases resulted from enlarged sales forces, expanded and
modified mail-order operations, extended travel activities, and more
investments in research and development. Interest expenses are not included
in computing net operating profits. If such expenses had beenctaken into
account, reported profits would have been lower.

The ratio of net operating profit to net sales incr
in 1977, to 11.9 percent in 1978, and 14.0 percent in 1979
January-September 1980 declined to 7.2 percent from
January-September 1979.

of accounting, wherein sales and expenses arg(recorded whew payments are
ly incurred. Hence the

data do not reflect the company's true financia re o early basis and

cannot be included in the aggregated ind ry da elected\financial data
for Ritchey are presented in the followi bulation a AV
@Q ©C_
: N %)t Ratio of net
3 o e r% g . t' -
Period : ) : i : operating pro
: : Qiér 6s) : fit or (loss)
N AN ) t  to net sales
Serei-=na=/1,000N\d0 NN TE ———————- : -—- Percent —-—--
Fiscal years endi 2 Qizigj :
Mar, 31-- b H :
1977 j\: . LT sk
1978 J L k% . Kok o Skt
1979 . QY wEk ke s Kk
1980 NN : Kk s Fk% o Kk
Janu iémgéi—- : :
1 fkk s fkk . dedede
. k% o K%k o fedede

J) N\
N\

erican Stockman Tag Co. started production of one-piece identification
tags Iw January 1980. The company reported sales of *** and a net operating
*%% of **%% during its first fiscal year, which ran from August 1979 to July

U.S. producers' investment in fixed assets employed in the production of
animal identification tags is also shown in table 1l1. The ratio of net
operating profit to book value or original cost of fixed assets followed an
increasing trend during 1977-79 and a declining trend in January-September
1980 similar to that of the ratio of net operating profit to net sales.
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Advertising

Advertising and marketing have become important parts of the ear tag
business. 1In 1977, all U.S. producers of identification tags spent a total of
$82,000 on advertising. This increased to $100,000 in 1978 and then to
$160,000 in 1979, almost doubling in the 3 years. In January-September
1980, U.S. producers spent $114,000 to advertise their product, compared with
$127,000 in the corresponding period of 1979.

In 1977, the three companies importing the Allflex tag f ealand

spent a total of *** to advertise their product. This inerea in
1978, and to **%* in 1979, more than **¥ the amount spent i
January-September 1980, the three import companies s tising,

compared with *** in the corresponding period of 1
of *%%, Although Allflex Tag Co. accounted for * ipments of the
imports they paid for approximately one third of the ad tisimg of the tags.

Capital expenditures and research and develo expenses

\)

Total capital expenditures by dome;igésggoduc fo ities used
principally in the manufacture, wareh ,\and market % nimal
identification tags decreased yea *% {n 1977 ¥¥%)in 1979, but rose
sharply to *** during January-Septembern 1980 jas shown\ia bhe following
Research and

tabulation: ' <:;izfs
development expenses

ollars

*k%
Fh%
E

Kkt
dokk

®e 00 s0 co o0 o0 o0 oo |, |ee oo

Roughly *** percent of the entire increase in 1980 was attributable to the
initial investment made by newly started American Stockman Tag Co.

Most research and development expenses by domestic producers were
incurred in improving and adding new features to existing products. The bulk
of the total expenses were incurred by **%*, Research and development
expenditures increased from *%* in 1977 to *¥** in 1978, declined to *** in
1979, and then rose to ***% during January-September 1980.
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fonsideration of the Causal Relationship Between Subsidized
Imports and the Alleged Injury

Market penetration

U.S. shipments of Allflex tags imported from New Zealand increased from
5.7 million tags in 1977 to 11.8 million tags in 1979, more than d bllng in
the 3 years. They continued to increase in January-September 1980,
from 8.9 million in January-September 1979 to 10.3 million in the
corresponding period of 1980, representing an increase of 1.4mil
16 percent. Actual U.S. shipment figures for the imported tag
the following tabulation:

Qua
(1,000) uni

1977-- -

1979 -
January-September--
1979

Januarvy-March--
1979

1980
July—Se é§§> <<v2>
1979fF==——— > Og >l mm ke

1980

otal animal identification tag market
7 to 40.3 million units in 1978, and
percent over the 3 year period. 1In

. In April-June 1980, consumption
Y percent less than the corresponding period of

perce '1gher than the corresponding period of 1979 (table 12).

growth in the total ear tag market is due almost completely to the
rapid increases in the two-piece tag market. During 1977-79, apparent U.S.
consumption of two-piece tags went from *** million tags to 20.l1 million

tags. Apparent U.S. consumption of two-piece tags continued to increase in
each of the first 3 quarters of 1980, when compared with the corresponding
quarter in 1979. Apparent U.S. consumption of one-piece tags, on the other
hand, increased by *** million tags from 1977 to 1978, but then dropped by 3.4
million tags in 1979. One-piece tag sales increased slightly in January-March
1980 when compared with the corresponding period of 1979, but dropped below
the April-June 1979 level in April-June 1980. The market was higher by
709,000 tags in July-September 1980, when compared with July-September 1979.
During 1977-79, apparent U.S. consumption of one-piece tags declined by *¥*
units, while consumption of two-piece tags increased by *¥%* units.
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Table 12.--Animal identification ear tags: Apparent U.S. consumption for the
two-piece, one-piece, and total tag markets, 1977-79, January-September
1979, Januaryv-September 1980, and by quarters, January 1979-September 1980

(Tn thousands of units)

.
.

Period fz-piece tag market, l-piece tag market \\_ Total market

1977 =mmmmm e : kRk g ek 32,503
1978-===——==mmmmmm : A1,177 40,320
1979 : 20,099 : 45,848
Jannarv-September--: :

1979—=—mmmm e : 14,075 = 34,304

1980====mmmm e : 16,900 : 35,545
January-March-- : :

1979~ mmmm e : ik . e

1980 ~=—m—m—m e e e . Jededk
April-June-- :

1979== e . Fedede

1980-~~==—===mmmm : i
July-September——  :

1979 === B Fedede

1980——==————emo— Fedede

VNN ®: :
Source: Compiled from dat® sdbmitted in >Q§§§ to questionnaires of the
7.S. International Trade 1§ @ Q

denti*<§g§§§h ear tag market, imports from New
1 ‘\a‘ on from 17 percent in 1977, to 21

In the to
Zealand increa

\ In January-March 1980, imports %%
d\with *¥%* percent in January-March 1979.
fVthe total market rose to *¥¥* percent
\corresponding quarter of 1979. 1In

cefiy’ of the markeét in 1977 to 75 percent in 1978 and 59 percent in

In” Januarv-March 1980, the share held by imports was *¥** percent,
npared with *** percent in the corresponding period of 1979. TIn April-June
80y imports held *** percent of the two-piece tag market, compared with 62
percent in the corresponding period of 1979. For July-September 1980, imports
held *** percent of the market, 2 percentage points less than the amount held
in July-September 1979 (table 13).
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Table 13.~-Animal identification ear tags: Total U.S. apparent consumption of
ear tags and apparent consumption of 2~piece tags, 1977-79, January-
September 1979, January-September 1980, and by quarters, January 1979-
September 1980

: Apparent ¢ Ratio of : :
¢  total ¢ imports to @ Apparent f:Ratl
: con~- : total con- :ans?mptlon of, to co
¢ sumption : sumption @ prece tag%y: °
¢ 1,000 units ¢ Percent : 1,000 units : %§§§§§g§
1977 =—mmm e : 32,503 : 17 J \ dekese
1978 -— : 40,320 : 21 75
1979 : 45,848 26 59
January-September—-: : :
1979==~mmmmm e : 34,304 26 : 63
1980=mmmmm e e : 35,545 29 : 61
January-March-- H : :
1979==mm e e e ] Hwk H Sevede
1980 : dekk g dedede
April-June-- : :
1970 e m : *hek g fekk
1980 : ke o H Feke
July-September-- : : :
1979 : Tk : @ : Sk
1980 —mmmmm : Fok % . k% o fedkese
Source: Compiled from ds ubm§§§%§ in r 82, to questionnaires of the
U.S. International Tra ommissions ngigb
Prices Qg;ifb
N
ice data from the seven domestic
producers ar he i 3 animal identification tags. These prices

are compare k2 atthe first level of competition in the U.S.
marke AN ¥ E Q3 nia, as reported before, is a wholly owned

sub . and acts as an agent for that company in
the © G.C. Hanfo¥d Manufacturing Co., of New York, and Vet
Brand . of California, the other two importers of the ear tag from New
Zealand,

dre master agents of Delta Plastics, Ltd. They, along with Allflex,
are the e usive importers of the Delta tag and do not market any other tag.
They negotiate the price at which they buy the tags from New Zealand and have
an average markup of *%* percent between the price they pay for the tags from
New Zealand and the price they charge their U.S. distributors.

The first level at which the domestic and imported tags meet in
competition is at the distributor level. Thus, for comparative purposes, the
prices presented in tables 14-19 are the prices from the domestic companies
and the importers to distributors. As Allflex sells its tags only through a
mail-order catalog and to Hanford and Vet Brand, but not directly to
distributors, its prices are not comparable at this level and are discussed
separately. Hanford and Vet Brand maintain identical price lists and their
prices are listed in the pricing tables collectively under Delta.
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Domestic producers of ear tags maintain nationwide price lists and
generally sell directly to distributors, although most of the companies have a
small percentage of sales through some mail-order catalogs as well. Prices
through the catalogs are at a different level of distribution and, therefore,
are not included in the pricing tables. Some of the manufacturers at various
times offered discounts and promotions that are not reflected in the prices
shown in the tables because in most instances they were in e t for only a
month or two in a quarter. They are footnoted in the tables, h
discussed in more detail later in the text. S

Prices were reported quarterly from 1978 through 19 n ~ i
animal identification ear tags by specified size amd’t . ¢
sold both blank and numbered, the observed price ferentials hetween them
are virtually constant and prices for blank ear Ytags\are representative of all

prices for comparative purposes.

prices for two-piece ear

tags closest in size to 1 square inch, .4 square hes, and~8 square inches,
respectively. Delta's prices on these\tags ~ 2g conor seven
quarters from July 1978 through May 19803\ This was appatently due to a

5‘\- we have seen
share of the

OQ, domestic prices rose by
gthe

decision by Delta to "hold our selli
strong efforts by our competito
market." 1/

From January-March 1979

an average of 23 percent. i
follow a pattern in tha one firm is usually followed
by a similar price i irms after a lag of up to
several months. pTice 1 ere applied to all product
lines., Delta's i i ess frequent than those of U.S.
producers and av nuary-March 1979 to October-December
1980.

domestic firms appear to

ces have -ﬁ.§
.

t‘% tatives of ***% suggested this may be due to *¥%%,

again raised prices in January-March 1980, making domestic prices an average
of 0.5 cents, or 2 percent, below Delta's average price. The prices of some
*%% and *** tags continued to be higher than Delta's price at this time. From
July 1978 to May 1980, prices of imported ear tags did not change. In June
1980, Delta increased prices by an average of **¥ percent across all product
lines. As a result, domestic prices were again lower than Delta's an average
of 4.0 cents per tag, or 13 percent. The price differential narrowed in
July-September to 3.2 cents per tag, or 1l percent as *¥**% and *** raisad some
prices. Temple, Y-Tex, and Apollo had discounts in 1980 and therefore the

prices reported for these firms are overstated to some extent.
A-37
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Table 14.--Animal identification ear tags: Prices to distributors for the blank,
2-piece ear tag closest in size to l-square inch, of importers of Delta, Ltd., and the
domestic manufacturers, Y-Tex Corp., Fearing, Inc., Temple Tag, and Apollo Tag, Inc.,
by quarters, January 1978-December 1980

(In cents per tag)

X ; Y-Tex 2/ : ) ;

Period ;Delta 1/ ATI= 7 Super= . Fearing 3/ | Temple\4/ . Apollo 5/
: ¢ American :  Star @ Oy

1978: : : : : :
January-March----- : *kk g i - : -
April-June~===~==- : TRk g : - : -
July-September—---: k2 6/ : - : 6/ ¥k
October-December—-: k% 3 6/ : - 2 : 6/ *k*

1979: : : : :
January-March----- : k% g : : 6/ xk
April-June-------- : whk o2 7/ : : 6/ ¥k
July-September----: *kk g : : 6/ Fxk
October-December--: 6/ **¥% : : : 6/ Fxx

1980: : : H :
January-March----- 2 6/ ¥xk 1 6/ ¥ B/ ¥k g 6/ wk*
April-June--—==-== 2 7/ wwx B/ 6/ *x% 6/ ¥k
July-September----: ek o1 6/ : *EF FhE g 6/ ***
October-December-=-: 6/ **% : 6/ : Qii k% 6/ Fxk 3 6/ *%%

: : NN 9 : :

i

1/ The reported size of this
2/ The reported size of this
All-American ear tag and
3/ The reported size of
4/ The reported si
5/ The reported

per-Star ear tag.
only is 1.9 square inches.

ly is 2.7 square inches.
inches.

'§§§73 square inches.
1.7 square inches for the
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Table 15.--Animal identification ear tags: Prices to distributors for the
blank, 2-piece ear tag closest in size to 4 square inches, of importers of

Delta, Ltd., and the domestic manufacturers, Y-Tex Corp., Fearing, Inc., and
Temple Tag, by quarters, January-1978-December 1980

(In cents per tag)

: : Y-Tex 2/ :
Period .Delta 1/, A= 7 Super- . Fearing 3/ N\ Temple &/
: ¢ American : Star :
1978: H : : :
January-March----—- : *kk g - 3 -
April-June-——--—-- : ek g : -
July-September———-: *kk g : : -
October-December--: L : : Fekek
1979: : : : :
January-March----- : R : : Fedkede
April-June-------- : il : : wek
July-September-——-: ¥k sk
October-December--: 5/ *¥*% : *kk
1980: : : :
January-March-=--- t 5/ %% g : 5/ %%
April-June~-——---- T 6/ *hk oy : 5/ %%
July-September———-: *khk g : Rk
October-December--: 5/ ***% : 5/ *¥%%

is 3.4 square inches.

y is 3.6 square inches for
or the Super-Star ear tag.
ide only is 4.2 square inches.
are for the Temple "Top Tag."
rdsman'" with a size on one side of 4.4

&

1/ The reported size of.this
2/ The reported si

3/ The reported
4/ From October

iodic concessions or discounts provided by
The various discount policies are
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Table 16.--Animal identification ear tags: Prices to distributors for the blank, 2-piece

ear tag closest in size to 8 square inches, of importers of Delta, Ltd., and the domestic
manufacturers, Y-Tex Corp., Fearing, Inc., Temple Tag, and Apollo Tag, Inc., by quarters,
January 1978-December 1980

(In cents per tag)

; : v-rex 2/ | i ;
Period ;Delta l/; NS Super4 ; Fearing 3/ ; Teﬂi?%;w\\j Apollo 5/
: : American : Star @ : :

1978: : : : : : \Qsiéiigj:/
January-March----—- : *Rk g -t - H * s -
April-June-==-———- : dekk s - - *kdk s -
July-September——--: ¥Rk 3 B/ kEk g -3 H Fekk g -
October-December—-: Fhk o3 B/ wEE - : *hk g -

1979: s : : : : :
January-March----- : kk g k¥ g : * 3 wkd g 6/ wk*
April-June--——=--- : *kk 3 ][/ kkk g : : i 6/ wEx
July-September——---: *hk g : : *k E/ Fkk
October—December--:Q/ *k% g : Q L é/ *dek

1980: : : : : :
January-March----- 16/ kuk g : gilgb 6/ FkE g 8/ Hwx
April-June-------- 27/ kx g : 6/ Fdkx g 6/ k%
July-September—-—--: dkk g T www g E/ *kedk
October-December--:6/ %% : 6/ Fhx 3 6/ wE*

5 square inches.

.5 square inches for the All-
tar ear tag.

is 8.7 square inches.

or the Temple "Top Tag." Prices from
ed size on one side of 7.8 square inches.

5/ The reported si 1 i \one e only is 9.0 square inches.

6/ These pri 10t Lodd oncessions or discounts provided by the
companies du T
text.

7/ Ef

1/ The reported size of thi
2/ The reported size of
American ear tag and 8.9 s
3/ The reported size of

4/ From January 19

Source: iled from data submitted in response to questionnaires of the U.S.
International \Trade Commission., 3
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Tables 17, 18, and 19 present price data for domestic one-piece ear
tags. The prices of the one-piece tags are substantially lower, by more than
50 percent in the case of 1 inch tags, than the prices for a two-piece tag of
comparable size. From January-March 1979 to October-December 1980,
one-piece ear tag prices increased an average of 16 percent.

Table 17.--Animal identification ear tags: Prices to distributoxs for the
blank, l-piece ear tag closest in size to l-square inch, of Ritc
Manufacturlng Co., Fearing Inc., Y-Tex Corp., and TempL$>Ta1

January-1978-December 1980

(In cents per tag)

Period . Ritchey 1/ : Fearing 2¥ -\§§g¥ . Temple 1/
1978: : : : :
January-March--==——=-- : whE g : ik g (E) **x
April-June--------—-- : Fhk 2 3 (E) ***
July-September——=---- H Fkk s : (E) *%*
October-December—=——- : *kk g : (E) #**
1979: : :
January-March=—-———--- : : (E) **%
April-June----------- : % ’> : (E) *%%
July-September—-=-=-- : & ’Q;-B : ald
October-December——--- H Sl : *kk
1980: : : : :
January-March-—=-===- : *k ¢ 6?%?%;}5*** : 3/ wxx g dedek
April-June-—=——=—~<==%: *% 3 *h% g 3/ *k* 2 Fkdk
July-September-lgiff%: ***Q£Zi3§ Kkd s z/ *kk g ]
October-Decemberx~c—-: /§> #§§§§§> ko g 3/ F*k 3/ wx*
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Table 18,.,--Animal identification ear tags:

(In cents per

tag)

Prices to distributors for the
blank, l-piece ear tag closest in size to 4 square inches of Ritchey
Manufacturing Co., Fearing, Inc., Y-Tex Corp., Rio Vista International,
Inc., and Temple Tag, by quarters, January 1978-December 1980

Y-Tex 3/°

% 6 o0 o0 o0 ee 00 00 eo oo oo oo e

Period .Ritchey 1/ Fearing 2/
1978: :
January-March----- : *kk
April-June-------- : Fkk
July-September----: Fekk
October-December—-: Fkk
1979: :
January~-March---—- : Fkeke
April-June-—---——- : *kk
July-September——--: ki
October-December--: ket
1980: :
January-March----- : Fkk
April-June~===---- : ki
July-September——--: Fkk
October-December--: wkk

*hk
Yedeke
*%ede

se oo oo oo Ve

Temple ﬁ/<§\sio Vista 3/

*¥ek
*kte
¥k
Kk

*dede
K%k
Fedede
sk

fkk
k%%
ke
*k%

1/ The reported surface
2/ The reported surface
3/ The reported surface
4/ The reported surface
5/ These prices d
the companies during( these q
described in the te

Source:

U.S. Internation rade Commi

piled fr a su

te

discounts provided by
us discount policies are

in response to questionnaires of the
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Table 19.--Animal identification ear tags: Prices to distributors for the blank, l-piece ear tag
closest in size to 8 square inches, of Ritchey Manufacturing Co., Fearing, Inc., Y-Tex Corp.,
American Stockman Tag Co., Rio Vista International, Inc., and Temple Tag, by quarters, January

1978-December 1980

(In cents per tag)

: : ; ' Temple s/ | F ers
Period ‘Ritchey 1/ Fearing 2/.Y-Tex 3/ - ‘Rio Vista 5/, erican
: = = = Feedlot 7/° ggggtigxg = Stockman 6/
1978: : : H s : :
January-March--—-- : kg *kk, g *kk o - :<§E) - -
April-June-—------ : xRk g R kK g ‘ - ( -2 -
July-September----: *kde ik g k% 3 (B) *EF g - -
October-December--: ek g dedkedk 3 dedek g : - -
1979: . : s : : H :
January-March----- : ddkede 3 Tk g *kk g ( E\e Fx ekk g -
April-June-———=—=- : ke g *k% 3 kek g Fedede *kk s -
Julv-September—---: *kk g FkE g *hd g -
October-Decemher--: *kk g Fhd g F*kk g -
1980: : : : :
January-March----- : *hk g ek g LA 8/ ¥k
April-June--=------ : L LT ek 8/ Fkk
July-September—=--: Sedek g LA *kek g 8/ wek
October-December--: sk s ek g ok *hE g 8/ k%

1/ The reported surface
2/ The reported surface
3/ The reported surface
4/ The reported surface
5/ The reported surface
6/ The reported surface

uare incﬁégié>
quar es
feedlots.
7/ The "Feedlot" taf

h
. %@.
re es.
L<Ei;:%lches.
Q§§§§§§ nches. This tag is sold directly to
identification; both

8/ These prices do iodi ons or discounts provided by the companies
during these qudpters. \ i olicies are described in the text.

Source: iled f£rom data su iforesponse to questionnaires of the U.S. International

Trade Commissi
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The prices which Hanford and Vet Brand pay for the Allflex tag from Delta
in New Zealand and, on occasion, from Allflex Tag Co. in California are shown
in the following tabulation (in cents per tag):

.
.

(e}

Period of delivery 1 square inch 4 square inches uare inches

oo o0 [ee oo

3
.
o
.
.
.
.
.
.

1978: : §?
January-March-------—-- : *xk g F% Fedek
April-June : : kK
July-September—————-—- s : Fek
October-December—-————- : : ok

1979: : :

January-March---——=—--: : Fkx
April-June--------——-- : : ek
July-September—-———-—-—- 2 : Tk
October-December————-- 3 : ek
1980: : :
January-March=-===~~-- : abaid
April-June : 1/ F%%
July~-September—————--- X A Fekek
October-December---—-=- : & F*kk

Discount policies.== 1 "laiqf 5f the domestic ear tag
manufacturers have u g BO .Q. mote their tags. The effect
on reported prices i : :
these discounts are d

* *

, supplied the Commission with the names of 35
gar tags to whHich they allegedly lost sales to the Allflex
totdling *%*, The Commission staff obtained information from 30 of these
firms re senting ***, or 87 percent, of the alleged lost sales, and was able
to confirm>at least 8 lost sales representing **¥%, Other companies reported
they believed they were losing sales to import competition from Delta but were
unable or unwilling to supply the Commission with details of these allegations.

*%% gubmitted a list of 25 alleged lost sales totaling **%, Details of
the findings follow:

Four of the firms contacted purchase no imported
tags. They represented $126,524 of alleged lost
sales. .
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Two firms sell the imports only by special order.

One of these switched from *** to **¥* as its in-stock
two-piece tag, and the second stocks only **% tags,
They represent an alleged $81,087.

Two of the distributors stated that their purchases

from *** began to decline before they began stockin
the imported Allflex tags, in the 1978-79 period.

The alleged lost sales for the two firms were $77,767.
One firm decreased its business with *¥%% becaﬁgé it
customers seemed to prefer a different U,S

tag and another chose to promote its own
*%%, The total alleged loss to these fi

$15,804,

Of the 11 other firms to whom *¥% egedly los
sales, 5 sell both the Allflex tag rious
domestic tags. Three of these five t thei
sales of U,S. tags exceed thelx\sales e

imports. The alleged amount of les lost to e
firms totaled $104,621. T %
only Allflex tags for tkedr pi i es
represented lost sales total $

this was only a sampling-o a total of all the sales

lost. The Commiss 4 y wo lost sales with a total
value of $115,000 : i it8( alleged lost sales follow:

*%% jndicated that

p $700,000 of alleged lost sales
s of ¥¥%,

PRe enting $366,000 of alleged lost
ales carry both domestic and imported tags and did

domestic tags to purchase the imported tags.
Representatives of these firms indicated that not

not indicate any decline in their purchases of the
only have U.S. manufacturers not been harmed by the
imports but that they have actually benefited by the
creation of the two-piece market.

Two firms representing $115,000 of alleged lost sales
now carry only the Allflex two-piece tag and
indicated that it has taken sales away from the *¥%
one-piece tag.
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"~ A listing of total confirmed lost sales is presented below:

L.ost sales Amount allegedly

Manufacturer cugtomer lost

Yederke e Fveve

ek dedes Sedeve

Feded ' Sk & %

dedede dodeoke <§§§§§>

Sedede ek deske

Yok Yol devek

kX Fodgde e
etk Fedede @
| ,346
<

does seem to be the
they are no cheaper than
e more expensive. Allflex

, The first is the widely
recognized fact that any, to successfully market the
two-piece tag syst i : { years, Delta was the main
beneficiary of the \ gtem, and it continued to reap
the benefits of this r 3 S ter U.S. firms began making
two-piece tag 84 Delta include established
distributors Pwidespread name recognition. The

is the perceived superiority of its
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{investigation No. 303-TA-14 (Preliminary)]

Plastic Animal Identification Tags
From New Zealand

Determination

On the basis of the record ! deyele
in investigation No. 303-TA-14
{Preliminary), the Commission
unanimously determines that the

identification {ags
provided fo

al\[rade Commission and the
Depariment of Commerce each received
a petition from Y-Tex Corp., Cody,

Wyo., alleging that a bounty or grant is
being paid with respect to plastic animal
identificalion tags. Accordingly, the
Commissicn instituted a preliminary
countervailing duty investigation under
section 303 of the Tarifl Act of 1930 (19
U.S.C. 1303), as amended by section
103{b) of the Trade Agreements Act of
1879, to determine whether there is a
reascnable indication that an industry in
the United States is materially injured,

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

2Chairman Alberger found only reasonable
indication of material fnjury.

or is threatened with material injury, or
the establishment of an industry in the
United States is materially retarded, by
reason of the importation of such
merchandise into the United States. The
statute directs that the Commission
makes its determination within 45 days
of its receipt of the petition, or in this
case by September 15, 1980.

Notice of the institution of the
Commission’s investigation and of a
public conference to be held in
connection therewith was duly given by
posting copies of the notice in the O
of the Secretary, U.S. International
Trade Commission, Washington, D.C,,
and in the Commission’s New York City

westic Industry, We find that
Y try in this preliminary case

s of all producers of animal
leptification tags. Since the * mdustry

pmducers of a “like product, it would
appear that our conclusion precludes
parties from arguing in a final
determination that the industry should
be defined diiferently. This is not
necessarily the case. For the purposes of
our preliminary determination we are
compelled to treat one- and two-piece
tags as “like procducts” because the best
information available reveals that they
are nearly identical in characteristics
and end uses. They are generally
manufactured in the same facilities and
marketed together, as most domestic
firms producing one also produce the
other. Moreover, Section 771(4)(C)
requires us to assess the effects of
subsidized imports on production of the

' Commissioner Stern also finds a reasonable
indication of threat of material injury.

narrowest range of products, including
the like product, for which the necessary
information can be provided. In this
case, profitability data, a key element, is
only available combined for one- and
two-piece tags.

1 determination that
includes only two-

In1 alion of Meterial Injury by the
Allegedly Subsidized Imports

ags rose 44 percem from 1977 to
n 31 million units to 45 million

“In the first six months of 1980, this
th continued as the total tag market

dincreased 1.2 million units over the

corresponding period in 1979.

This rapid market growth was .
stimulated by the introduction of the
Allflex two-piece animal eartag by Delta
Plastic Ltd. beginning in 1975. The larger
U.S. producers of animal eartags began
to enter the market with a product
similar to the Allflex tag in 1978. From
1977-1979 domestic capacity for firms
reporting data grew roughly 38 percent
and employment rose more than 50
percent.

These data appear to indlcate
economic health. However, a thorough
examination of the other statutory
factors indicates certain weaknesses in
the industry which provide the basis for
our determination that there is a
resonable indication of material injury.

The U.S. eartag industry has been
losing market share continuously since
1977 and other indicators of
deteriorating economic health have
recently surfaced. From January through
June 1980 total domestic shipments (one-
and two-piece tags) fell two percent.
This was the first time such shipments
declined during the period under
consideration. Sales in the one-piece
market which had dropped only two
percent from 1977-1579 fell roughly ten
percent in the first six months of the
year. Although U.S. sales of two-piece
tags continued to rise during the same
period, they did not keep up the pace set
in 1979. A-48

In part the latter point may be
explained by the fact that in 1980 the
two-piece market does not appear to be
growing as rapidly as in 1979 but we
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also find it significant that the U.S. share
of the growth that is occurring in the
two-piece market has slipped: between
1978 and 1979 the two-piece market
grew by 64 percent and U.S. producers
captured 71 percent of these sales. But,
in January and June 1980, when sales of
the two-piece eartags grew by 27
percent, U.S. producers captured only 43
percent of the growth.

Inventories of U.S. producers
reporting data, which should be at their
lowest point as of June 30th,2 were up
112 percent from June 1979 to June 1980.3
Inventory problems occurred for three of
the four reporting companies. For the
third largest producer, inventories rose
some 208 percent during this period. For
the petitioner, inventories rose 103
percent, and as a result, production of
animal tags was halted from July
through mid-August of this year.

Available profit data, which cannot be
examined on an industry-wide basis,*do
not reveal a thriving industry. Only one
company reported a consistently
improving profit picture. Other firms
reported either stagnant or declining
profits.

The Commission staff was able to
confirm seven lost sales with an alleged
value of $180,462. Also confirmed w.
the fact that seven distributors
purchased tags from New Zes
compelent their existing i entones 0

made two-piéce
at the tlme the sale

Te nple Tag Co. (the second largest
producer), including inventories and

i al data, and financial reports on a
uniform accounting basis from all
producers so that we can aggregate
profit-and-loss data for the industry.
Data were also not available on
productivity, return on investment, cash

2Transcript of the Conference, p. 28.

Inventories were also significantly higher in June
1980 than in December 1979 for most reporting
companies.

¢Usable profit data were received from only four
of the seven U.S. producers of animal identification
tags. The data submitted were not uniform. A
number of the firms provided data only on their
overall operations, not just on the production of -
eartags. One of the firms presented its dataon a
cash basis, whereas the others used the accrual
method of accounting. Furthermore, each of the four
reporting companies used different accounting
years.

flow, ability to raise capital and
investment.

Impact of the Imports *

Volume. In absolute terms U.S.
imports of animal eartags from New
Zealand have risen significantly since
1977. Such imports increased by 92
percent from 1977 to 1978 and then
increased another 24 percent from 1978
to 1979.'During January-June 1980 they
increased 23 percent over the
corresponding period in 1979.

Imports have also been rising

percentage points. Mofeevg
first six months of 198

y>March 1979, the
¢h price data are
ile-eosts have fluctuated
he petitioner, Y-Tex, has
its costs have been nsmg
lerrate than the selling price of
i l identification tags.®”
ese price developments have had
wp results: (1) for sales of two-piece
bags, the gap between the prices of
imported and domestically-produced
tags (with the imported tag higher-
priced) has closed. By January-June
1980, in fact, imported tags sold for
nearly the same or a penny-a-tag less
than the two-piece tags of the two
largest U.S. producers; and (2) the gap
between the prices of two-piece tags
and the U.S.-produced one-piece tags
has also narrowed. Thus, the price
competitiveness of both domestic two-
piece and one-piece tags has weakened
in relation to the imported product.
During the investigation the importer

stressed the view that any problems
experienced by the domestic industry
were attributable to a myriad of factors
other than the alleged subsidized

s Lost sales reflecting the impact of the imports
have been discussed previously (see page 6).

¢ Transcript of the Conference, p. 31.

7For the final investigation it would be useful to
have a fuller background on the cost situation in the
U.S. industry, particularly Temple Tag Co.'s costs.

imports—including a superior imported
product, better marketing practices of
Delta’s U.S. distributors, shifts in
consumer taste. It appears that to
remain economically viable U. S.

ies nced to compete successfully
-piece market. Though other

e at play in thwarting the
try's shift to the newer
indications that price
importers has been a
or. In this preliminary
fficient to satisfy our
gindication” standard. If the
8 to us for a final

ination, however, the petitioner
should focus on the effects of the alleged
subsidization; for example, whether it
as been used to improve the quality or
marketing of the imported product. If the
subsidy has been used to

the competitive posture of the

ct, this may be a factor tending to
ow how the imports may be injuring
domestic industry.

Threat 8

To reach an affirmative finding of
threat of material injury, the legislative
history states that “‘demonstrable
trends—for example, the rate of increase
of subsidized . . . exports to the U.S.
market, capacity in the exporting
country to generate exports, the
availability of other export markets and
the nature of the subsidy in question
(i.e., is the subsidy the sort that is likely
to generate exports to the U.S.}—will be
important.” ?

At least three of the four
demonstrable trends cited as examples
above are present in this case. First,
exports to the U.S. market have
increased rapidly and continuously.
Second, the exporting country has the
capacity to increase exports
significantly. Information obtained from
Delta Plastics Ltd. indicates that the
New Zealand company sold 48 million
tags in fiscal 1979. Currently, the
company's plant has a capacity to
produce 100 million tags and production
in fiscal 1980 is expected to exceed 80
million tags. The petitioner has also
indicated that Delta Plastics Ltd.
commissioned seven new injection
molding machines last year and that the
New Zealand company is presently
planning the addition of 14,500 square
feet to their factory.!®

8Chairman Alberger, having found a reasonable
indication of material injury. does not reach the
question of threat in this deter: Aémn.

® Committee on Ways and Means, House Report
No. 96-137, 96th Cong., 1st Sess., July 3, 1976, at p.
46.

12 Post Conference Brief un behalf of Y-Tex Corp.,
by Lamb and Lerch, Auguat 25, 1978, p. 22.
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Third, the nature of the subsidy
alleged in this case is clearly likely to
generate exports to the U.S. In fact,
rocent changes in the New Zealand
export tax incentives program reward
firms not only for increases in their
export levels but also for maintenance
of their export volume. Information on
the availability of other export markets
is limited and should be developed more
fully should this case return for a {inal
determination, Approximately 50
percent of Delta Plastics Ltd.'s exports
have gone to the United States, and the
Aliflex Holdings Ltd. Prospectus
indicates that in fiscal 1880 sales to the
USA rose 70 percent.

On the basis of these trends, I find a
reasonable indication of a threat of
material injury.' Should this case return
for a final determination, my judgment
then will be based on the best available
information at that time, which
hopefully will enhance the information
we now have on the impact of these
trends on the state of the domestic
industry.

Findings of Fact. (1) U.S. imports of
animal identification tags from New
Zealand are allegedly subsidized by
export incentives provided by the Ne
Zecaland government in the form of
income tax credits for the exporter, 4
tags imported from New Zealand are
produced by Delta Plastics, Ltd. Impo
from New Zealand increas

consumption by 10percentage points.
Furthermore, in the first 6 months of'
1980 the imported tags increased their
share of the tag market by another 6.5
percentage points.

(3) Apparent U.S. consumption of
animal identification tags increased
from 31 mi'lion units in 1977 to 45
million units in 1979. In the first8
months of 1980, apparent consumption
was 1.2 million units higher than for the
11 The fact that Delta Plastics Ltd., in partnership
with the Haniord Co.. is in the process of
establishing a manufactunng facility in Syracuse,
New York, dees not automatically preclude an
affirmatuve cetermination at this prehminary'stage.
When pressed at the Conference on the relation of
th:s new faciinty 1o the level of future New Zealand
exports. the importers were non-committal: see
pages 81, 99 and 102 cf Conference Transcnpt.

corresponding period in the previous
year,

(4) Domestic production (of reporting
firms) increased by alimost 59 percent
from 19877 to 1979, Production continued
to rise over the first six months of 1980.

(5) Domestic production capacity (of
reporting firms) grew from 60 million
units in 1977 to 83 million units in 1978
and 83 million units in 1880. Cupacily
utilization (not including Temple Tugs
Co.) grew from 37 percent in 1977 to 80
percent in 1978, but then dropped to 43
percent in 1979, During the first six
months of 1980 it was up again to 55
percent,

(6) Domestic shipments rose 2§
percent in the period 1977-79. Ho
shipments were down slightly in the\
6 months of 1980 compar
corresponding period in

reporting firms,
percent of U.S.
steady growth.

rienced a 208
inventories of tags

‘\3 éxcessive inventories, Y-
slosed down production of tags

‘.;.\\ lv through mid-August 1980,
PTwo U.S. producers supplied the
Commission with a list of 32 purchasing

firms to which they allegedly lost sales
of animal identification tags because of
allegedly subsidized imports from New
Zealand. The Commission staff'was able
to confirm séven lost sales with an
estimated value of $180,462. In addition
to the aforementioned lost sales, the
Commission was able to confirm that an
additional seven distributors purchased
tags from New Zealand to complement
their existing inventories of domestically
produced tags.

(10) Profit and loss data suggest that,
on an industry-wide basis. profit
margins are low or nonexistent. Ouly
one firm reports a consistently
improving profit picture, while others
low or stagnant profitability.

(11) There is no consistent pattern of
underselling by the imported product.
However, import prices remained
generally steady from 1978 to September

1, 1980, when price increases went into
effect,

(12) Information obtained from Delta
Plastics, Ltd. indjcates that the New
Zealand compafiysold 48 million tags in
fiscal 1979,! Currently the company's
plant has a capacityNo\produce 100
million tags and production in tiscal

B0 million
Zealand

ment by the Director of
ns foran Affirmative

ntification Tags From New
ealand (Investigation No. 303-TA-14
Rreliminar

ission determine that
aTeasonable indication that an

industry)in the United States is .

ly injured, or is threatened with

identification tags from New Zealand,
which are alleged to receive bounties or
grants from the Government of New
Zealand. The question of material
retardation of the establishment of an
industry in the United States is not an
issue in this investigation as there are
seven companies producing plastic
animal identification tags in the United
States. .

11. The industry. There are two basic
types of plastic animal identification
tags produced in the United States—a
one-piece tag and a two-piece tag. Seven
firms account for approximately 95
percent of domestic shipments of the
two types of tags. Counsel for the
petitioner contends that there is only
one industry being adversely affected by
the importation of allegedly subsidized
animal identification tags from New
Zealand—the domestic producers of
animal identification tags. The purpose
of all these tags, regardless of their
configuration or method of application
and regardless of whether they are one-
piece or two-piece tags, is the same, i.e.,
the individual in-herd identification of
animals. Therefore, the industry to he
viewed in this investigation is the whole
animal identification tag industry.?
Counsel for the importers contends that
since the New Zealand imports are only
of the two-piece variety, the re]evgng 0

.
i ial injury, by reason of the
% iportation of plastic animal

! Chairman Alberger does not adopt findings
regarding threat.

?Chairman Alberger includes the recommended
determination of the Director «f Operations fur
informational purposes below..

3 Brief of Lamb & Lerch. p. 45.
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" U.S. industry should consist only of
establishments and companies
producing two-piece tags.*

Information developed by the
Commission indicates that there is only
one U.S. industry producing animal
identification tags. First, nearly all the
machinery and workers employed in the
manufacture of one type of tag are or
can be employed in the manufacture of
the other type of tag. For.firms
producing both types, price sheets
include both and both are marketed by
the same sales force. Second, the two
types of tags are generally not
distinguishable from each other in terms
of their respective markets. They pass
through the same channels of
distribution and are purchased by the
same types of customers for the same
purpose—in-herd identification.
Consumers may prefer one kind over
another, but the fact remains that the
one- and the two-piece tags are
completely interchangeable in their end
use. Therefore, I recommend that the
Commission find that the appropriate
industry for consideration in this
investigation consists of those firms
which produce animal identification
tags, whether of one-piece or two-piece
construction.

III. Material injury. (1) U.S i
animal identification tags fro

export incentives provided by'\the
Zealand Government inthe form

tags imported fron
produced by Delt

took an increaging share of the U.S. tag
market: in 1977-79, they increased their
share of U.S. comsumption by 10
percentage points, and in January-June
1980, by another 6.5 percentage points.
(3) At the public conference, Y-Tex
Corp. stated that the tag industry is
seasonal, with 60 percent of the
industry’s sales coming in the first 6
months of any given calendar year.
Thus, a producer’s inventory should be
at its highest level as of December 31
and at its lowest as of June 30. However,
the largest U.S. producer of tags, Y-Tex
Corp., experienced a 103-percent
increase in inventories as of June 30,
1980, compared with those on the
corresponding date in 1979. Fearing

*Brief of Bronz and Farrell, p. 6.

_ While imports from

Manufacturing, the third largest U.S.
producer of tags, experienced a 208-
percent increase in inventories of tags
over the same period. As a result of the
excessive inventories, Y-Tex closed
down production of tags from July
through mid-August 1960.

{4) Two U.S. producers supplied the
Commission with a list of 32 purchasing
firms to which they allegedly lost sales
of animal identification tags because o
allegedly subsidized imports from N
Zealand. The Commission staff w
to confirm seven lost sales with an
estimated value of $180,462. The
Commission was able to confirm that an
additional seven distributors purchased

produced tags.
IV. Threat of mater:

BN\
termination as to whether there is a
reasonable indication of material injury,

or threat of material injury, to an
industry in the United States by reason
of allegedly subsidized plastic animal
identification tags from New Zealand.

Statement of Reasons for the
Affirmative Determination of
Commissioners George M. Moore and
Catherine Bedell

On the basis of the record developed
in investigation No. 303-TA-14
(Preliminary), we determine that there is
a reasonable indication that an industry
in the United States is materially
injured, or is threatened with material
injury, by reason of the importation of
plastic animal identification tags from
New Zealand, provided for in item
666.00 of the Tariff Schedules of the
United States (TSUS), upon which
subsidies are allegedly provided by the
Government of New Zealand.

: i
=

The following findings and
conclusions, based on the record in this
investigation, support our determination,

Domestic industry. The first question
which w st answer concerns the
scope of thi ustry against which the
impact of the ject imports must be
“industry” is
4)(A) of the Tariff -

uction of that product.” The term
! roduct” is in turn defined in
section 771(10) of the Tariff Act as

ing “a product which is like, or in
of like, most similar in

and uses with, the article

”

of the investigation indicates that
evant domestic industry consists

in the production of both one-piece and

two-piece tags. Nearly all the machinery
and workers employed in the
manufacture of one-piece tags are or can
be employed in the manufacture of two-
piece tags.? For firms producing both
types of tags, price sheets include both
and both are marketed by the same
sales force. Further, the two types of
tags are generally not distinguishable
from each other in terms of their
respective markets. They pass through
the same channels of distribution and
are purchased by the same types of
customers for the same purpose—in-
herd identification. Consumers may
prefer one kind over another, but the
one- and the two-piece tags are
completely interchangeable in their end
use. . .
The.question of reasonable indication
of material injury or the threat thereof,
Section 703(a) of the Tariff Act directs
that the Commission “shall make a
determination, based upon the best
information available to it at the time of
the determination . . . .” Section
771(7)(A) defines the term “material
injury” to mean “harm which is not
inconsequential, immaterial, or
unimportant.” And section 771(7)(B)
directs that in making its determination,
the Commission shall consider, among
other factors, (1) the volume of imports
of the merchandise which is the subject
of the investigation, (2) the effect of
imports of such merchandise/or prices
in the United States for like products,

! All of the tags imported from New Zealand are
two-piece tags. Both one-piece and two-piece tags
are manufactured in the United States.

2Report, p. A-1.
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and (3) the impact of imports of such
merchandise on domestic producers of
like products. In light of these directives,
we base our decision on the findings of
fact and conclusions of law discussed
beiow.

Volume of Imports.—With regard to
the volume of imports, the record shows
that imports of plastic animal
identification tags from New Zealand
increased by 92 percent from 1977 to
1978 and then increased by another 24

percent in 1979.3 In the first 6 months of -

1930, imports of tags from New Zealand
increased 23 percent over those in the
corresponding period of 1979. All plastic
identification tags from New Zealand
are manufactured by Delta Plastics, Ltd.
of Palmerston North. .

Imports of plastic animal
identification tags from New Zealand
took an increasing share of a growing
U.S. identification tag market during
1977-79. Such imports increased their
share of aggregate apparent U.S.
consumption, i.e., of both one- and two-
piece tags, by 10 percentage points from
1977 to 1979, In the first 6 months of
1980, imports from New Zealand
increased their share by another 6.5
percentage points.*

Effect of imports on prices.—Although

ern-af

price suppression by the foreigt
. producer, Delta Plasticg]n his

ecton with this

3, testimony was presented
that raw-matefial and utility costs of the
petitioner (Y-Tex Corp.) were increasing
at a faster rate than the selling price of
its animal identification tags.® In view of
the substantial alleged subsidy (in the
form of income tax credits) and the
public acknowledgement by the
respondent that it is deliberately holding
down prices to maintain market share, it
is appropriate to infer that sales of the
imported tags have had a suppressing
effect on domestic tag prices,
notwithstanding some price increases
by domestic manufacturers.

3Report, p. A-13.

4Report, p. A-21,

3 Annual report of Allflex Holdings, Ltd., p. 4.
¢ Transcript of the conference, p. 33.

Impact of imports on domestic
producers.—The record shows that as of
June 30, 1980, the first and third largest
U.S. producers experienced 103 percent
and 208 percent increases, respectively,
in inventory levels compared with those
in the corresponding period of 1979.7
Information developed during the course
of the investigation indicates that since
the domestic industry makes 60 percent
of its sales in the first 6 months of a
calendar year, inventory levels should
be at their lowest level as of June 30.
Furthermore, the Commission was
to confirm seven lost sales with an
estimated value of $180,000.8

The record also shows thatin
reduce excessive tag inven
largest U.S. producer (Y-Te

piece tags during Jan
in order to reduce

: ty for the

e to increase shipments to the
States.!2 i

On the basis of the information
available to the Commission at this
time, we believe that there is a
reasonable indication of material injury,
or threat of material injury, to a
domestic industry by reason of imports
of plastic animal identification tags from
New Zealand, provided for in item
666.00 of the TSUS.

Opinion of Vice Chairman Michael J.
Calhoun

On the basis of the record developed
in investigation number 303-TA-14
(Preliminary), I determine, pursuant to
section 303(b) of the Tariff Act of 1930,
as amended (19 U.S.C. 1303{b)), that

?Report, pp. A-15 and A-16.
8Report, p. A-29.

?Report, pp. A-17 and A-27.
10Report, p. A-10.

' Report, pp. A-7 and A-8.
12Report, pp. A-3 and A—4.

there is a reasonable indication that an -
industry in the United States is
materially injured, or is threatened with
material injury, by reason of imports of
plastic animal identification tags from
New Zealand\as provided for in item
666.00 of the Taxiff Schedules of the
United States.

heep. Identification
ariety of colors, sizes, .
. The animal identification
underinvestigation here are

ed to the ear, are made of plastic,
of one- and two-piece
construction. There are two methods of |
ton for animal tags: Those tags
onstruction require

tting the animal's ear;
f two-piece construction
lied by piercing the ear and
small hole as opposed to an
on. The use of two-piece animal

d@:ﬁﬁcation eartags is a relatively new

Qconcept. The Allflex two-piece tagging
system was developed in New Zealand
and marketed in the United States by

-Delta Plastics, Limited.

Farmers and ranchers have found that
with these identification tags they could,
at a distance, identify animals and
monitor their performance. Animal
identification tags do not replace
branding, which is a permanent means
of identification for ownership.

Although the Allflex two-piece
identification tagging system was
developed in New Zealand and

_marketed extensively throughout the
United States by Delta Plastics, Limited,
domestic producers have begun ta
produce and market two-piece tags.
One-piece tags are still popular,
however they are losing market share to
both domestic and imported two-piece
tags.

Domestic Industry

In order to analyze the effect of
subsidized imports on the domestic
industry, that industry first must be
defined. Section 771(4)(A) of the Tariff
Act of 1930, defines the term industry as,

[T]he domestic 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.

" And, section 771(10) defines lik Broduct
as: A-5

{A] product which is like, or in the absence

- . of like, most similar in characteristics and

uses with, the article subject to an
investigation under this title.
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The merchandise which is imported
from New Zealand is animal
identification tags of two-piece
construction made from plastic in a
variety of sizes, shapes, and colors and
used on the ear of an animal.

The only producer of animal
identification tags in New Zealand is
Delta Plastics, Limited, a subsidiary of
Allflex Holdings, Limited, Palmerston
North, New Zealand. Two-piece
identification tags are produced in the
United States by entities who produce
identification tags of various types,
including plastic tags of one and two
pieces which are attachable to the ear.
A primary question to be considered
here is whether all domestic animal
identification tags can be considered
like products to the two-piece plastic ear
tags which are the subject of this
investigation and, if not, whether
domestic one-piece (in addition to two-
piece) plastic ear tags are like products
to the imported article. The Senate
Finance Committee report which
accompanies the Trade Agreements Act
of 1979 provides guidance to the
Commission in determining the nature of
a “like product.”" According to the
report,

[Tihe requirement that a product be ‘li
the imported article should not be i

ear tagis a like product to the imported
article. Generally, the two types of tags
are not distinguishable from each other
interms of their respective markets and
pass through the same channels of
distribution. Customers purchase two-
piece and one-piece tags for the same
purposes; namely, in-herd identification
of animals. The record thus far
established, indicates that while
customers may prefer one type of tag
over another, the two types of tags are
virtually interchangeable in their uses.
And, although there are major
differences in the method of application
of the two types of tags, the record

! Committee on Finance, U.S. Senate, Report No.
96-249, 96th Cong., 18t Session, pp. 80-91.

shows that consumers disagree on the
effectiveness and on the ease of
application of one method relative to the
other.

Therefore, based on the data thus far
collected, I find that domestically
produced animal identification tags
attachable to the ear and of both one-
and two-piece construction is the like
product to the imported article.

Material Injury

Section 771(4)(D) directs the
Commission, for purposes of ¢
material injury, to assess the
subsidized imports “in relation to th
United States production of a like

juryAp’ mean “harm which
\’ ential, immaterial, or

(I) The volume of imports of the
merchandise which is the subject of
the investigation,

(II) The effect of imports of that
merchandise on prices in the United
States for like products, and

(I1I) The impact of imports of such
merchandise on domestic producers of
like products. -

(I) Volume of Imports

Imports of animal identification tags
from New Zealand took an increasing
share of a growing U.S. tag market
during 1977-1979. Imports of  _
identification tags from New Zealand
increased by 92 percent from 1977 to
1978 and 24 percent from 1978 to 1979. In
the first six months of 1980, imports of
tags from new Zealand increased 23
percent over the comparable period in
1979. Apparent consumption in the
United States for one- and two-piece
tags was about 31.4 million in 1977, 40.5
million in 1978, and 45.1 million in 1979.
In the total U.S. animal identification tag

market, imports from New Zealand
increased their share of the U.S. market
by 10 percentage points from 1977 to
1979. In the first six months of 1980,
imported identification tags increased
their ghare of the total market by 6.5

e points over the

ing period in 1980.

oni tag, there is evidence of
ression by the foreign
P cer, Delta Plastics. In its 1980
Annifal Report, the producer's parent
ompany explains that the profit/sales
atio was lower for the income year 1980
because of a decision by Delta to “hold
grselling price in the USA where we
n strong efforts by our

petitors to regain their declining
f the market.” On the other hand,
e'petitioner has represented that their
gw material and utility costs are
increasing at a faster rate than their
selling price, but that they could not
raise prices at a proportionate rate
because of the imported product.

(1) Impact of Imports on Domestic
Producers -

Information developed during the
course of this investigation indicates
that since the domestic industry makes
60 percent of its sales in the first six
months of a calendar year, inventory
levels should be at their lowest level as
of June 30. However, inventories for
domestic producers were at their highest
during this period in 1980. As of June 30,
1980, the largest and third largest
producers in the U.S. experienced
increases, respectively, of 103 percent
and 208 percent in inventory levels
when compared to the comparable
period in 1979.

Threat of Material Injury

To reach an affirmative finding of the
threat of material injury, the legislative
history states that—

[D]emonstrable trends—for example, the
rate of increase of subsidized . . . exports to
the U.S. market, capacity in the exporting
country to generate exports, the availability
of other export markets and the nature of the
subsidy in question (i.e., is the subsidy the
sort that is likely to generate exports to the
U.5.?) will be important.?

As noted above, exports to the U.S.
market have increased rapidly and
continuously. The New Zealand
company presently has the capacity to
increase exports signifié‘a'sgy. Delta
Plastics, Limited, sold 48 million

!Committee on Ways and Means, House Report
No. 96-317, 95th Cong., 1st Session, p. 47,
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- identification tags in fiscal year 1979, Conclusion

Currently, the company'’s plant has a In view of these facts, it is my view

capacity to preduce 100 million tags and  that there is a reasonable indication that

is expﬁcteq to produce 80 million an industry in the United States is

identification tags in 1980. Seven new materially injured, or is threatened with

m]ecnpn'moldmg machines have been material injury, by reason of imports of

commissioned by Delta and the plastic animal identification tags from

exportdtai)f mcefntxye program which . [FR Doc. 80-29758 Filed 0-24-80; 8:45 ]
rewards firms for increases in exports BILLING CODE 7020-02-8
and the maintenance of those exports. In

company is presently planning the New Zealand. :
addition of 14,500 square feet to its Issued: September 15, 1980 S
factory. L
By Order of the Commission.
‘The nature of the alleged subsidy from Ken{:eth R. Mason,
the Government of New Zealand is an Secretary.

assume that the U.S, will continue to
receive such a share of New Zealand’s

1977 New Zealand exported 78 percent

of its produce, in 1978 84 percent, and in

1979 87 percent. Approximately 50

percent of Delta’s exports go to the U.S.

market and in the absence of evidence

to the contrary it is only reasonable to -

exports. < @
Causality. Commission evidence

confirms that seven lost sales with an

alleged estimated value of $180,462 were ( f i @ <

attributable to imported identification

tags. It was also confirmed that seven
distributors purchased tags from Ne
Zealand to supplement their existing
inventories of domestically produced

identification tags. One of the rea
given for lost sales was that the

and the domestic producers would not
be suffering theynaterial injury ,
indicated. In view of the rather weak
lost sales data thus far gathered, the
critical nexus between the evidence of
material injury discussed above and the
allegedly subsidized imports largely
rests wiih this novel allegation by
petitioners regarding the use of the
subsidy made by the importers.
I am not yet prepared to wholly
endorse such an argument. However, 1.
think the theory is sufficient, in view of
the evidence so far collected, to
establish the essential nexus between Asa
material injury and subsidized imports
in this preliminary case which, it must
be remembered, involves the question of
a reasonable indication of matgrial
injury by reason of subsidized imports.
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DEPARTMENT OF COMMERCE
international Trade Administration

Plastic Animal Identification Tags
From New Zealand; Preliminary
Affirmative Countervailing Duty
Determination

AGENCY: United States Department of
Commerce.

ACTION: Preliminary affirmative
countervailing duty determination.

- SUMMARY: The Department of
Commerce has made a prelimi

duty law, to the manufact
producers or exporter,
identification tags

The Depart

in this case.
will instrug

On August 1, 1980, the Department of
Commerce (“the Department’) received
a petition in proper form from Y-Tex

Corporation, Cody, Wyoming, alleging,
on behalf of U.S. producers of plastic
animal identification tags, that the .
Government of New Zealand provides
to manufacturers, producers or
exporters of such animal identification
tags certain benefits which are bounties
or grants (“subsidies”) within the
meaning of section 303, Tariff Act of
1930 (19 U.5.C. 1303) (“'the Act™).

On August 25, 1980, the Department
published a notice of initiation of this
countervailing duty investigation which
stated that because New Zealand is not
a country under the Agreement within
the meaning of section 701(b) of the Act
(19 U.S.C. 1671(b)). section 303 of the

Act applies to this investigation (45 Fed.

Reg. 56380). Usually a determination of
injury to a domestic industry is not
required in investigations under section

303. It is required, however, in
investigations concerning non-dutiable
merchandise nat sub;ect to normal
customs duties\Since animal
identification tagsare non-dutiable, the
International mission (ITC),
undexffctio 36 ct, conducted
an inv

Foreign Producer and Product
Descnptmn

Jelta Plastics. Ltd.. a

248 Q 3
1 ::: North, New Zealand is the

y ger of animal identification

inNNew Zealand. The four U.S
pa 1es importing Allflex animal
tification tags from New Zealand
e7(1) Allflex Tag Co., Culver City,
ahf (2)G.C. Hanford Manufacturing
Co., Syracuse, N.Y.; (3) Vet Brand, Inc.,
Torrance, Calif.; and (4) Diamond
Shamrock Corp., Cleveland, Ohio. The
Allflex Tag Co., a wholly owned
subsidiary of Delta Plastics, Ltd, (New
Zealand), acts as agent for its parent
company in the United States by
conducting a retail mail order business
for Allflex tags and maintaining a
complete stamping operation for
numbering and personalizing tags.
Plastic animal identification tags are

used for the temporary or permanent
identification of animals such as cattle,
hogs, sheep, and goats. The tags vary
between 1.75 and 7.5 square inches of
surface area. Numbers stamped into the
plastic tags are used for identification or
information purposes. One-piece tags
are attached to the animal with a knife-
tike applicator called a trocar. Two-
piece tags are attached by means of an
applicator similar to a pair of pliers with
_a needle point on one side and « clamp
“on the other. All of these tags are
classifiable under the provision for
“other” agricultural and horticultural
machinery and implements, in item
666.00 of the Tariff Schedules of the
United States.

The Program Investigated
The New Zealand Government has

- several programs which allow sp%g?h

income tax deductions. One of thtte

the “Export Performance Taxation
Incentive'(EPTI) program identified in
the August 25, 1980, Federal Register
Notice. The Government of New
Zealand has informed the Department
that no New Zealand exporter of animal
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identification tags to the United States
has received any tax credits from the
EPTL.

However, the Government of New
Zealand has informed the Department
that Delta Plastics has qualified for
another program, the Increased Export
Taxation Incentive Scheme (IETI).
Authorized by section 156 of the New
Zealand Income Tax Act of 1978, as
amended, the TETI provides the
taxpayer with a deduction from income
for increases in export sales of
qualifying gcods during the income tax
year. Where {a) there is an increase in

export sales for the income tax year, or

(b) there are export sales for the income
tax year and an increase in export sales
for the income tax year immediately
preceding that income year, section
156(5) of the Income Tax Act allows the
taxpayer to deduct from assessable
(taxable) income the greater of the
following amounts: (1) 25 percent of the
value of the qualifying f.0.b. export sales
in excess of the average annual level of
export sales in the base period, or (2) an
amount equal to the value of the export
sales during the income tax year divided
by the value of the export sales during
the income tax year immediately
preceding that income tax yea

y treported-that it received
New Zealand dollars) in “tax

4ar 1980. We have been
advised by counsel for Aliflex Holdings
that animal identification tags and
applicators were the only export
products for which the company
recieved the $438,819 “tax credit,” and
that this money was received under the
IETI program discussed above. This tax
credit is 6.7 percent of the company's
total export sales for fiscal year 1980.

A special deduction from income
taxes which is related to export
performance, such as provided under the
IETI program, is clearly a subsidy within
the meaning of the countervailing duty
law. (See The Agreement on
Interpretation and Application of
Articles VI, XVI, and XXIII of the
General Agreement on Tariff and Trade,

Annex, “Illustrative List of Export
Subsidies,” (a) and (e)).

Preliminary Determination

We preliminarily determine that there
is a reasonable basis to believe or
suspect that the IETI program
established by section 156 of the New
Zealand Income Tax Act, as amended,
is a subsidy within the meaning of the
U.S. countervailing dury law (19 U.S,

the Act (19 U.S.C.
massive imports of
tags during a retati

1974

g{% U.S. market appears to
aJeveling off during the 18

sarket of two-piece animal
identification tags, U.S. producers have
been capturing increasingly larger share
of this subsector of the animal
identification tag market.

“Critical circumstances” was
introduced in the legislation to provide
retroactive application of countervailing
duties in cases where recent actions on
the part of exporters or the exporting
country led to a significant increase in
exports in absolute terms or relative to
the U.S. market share. We have not
found such a situation in this case, nor
have we found that such a situation is
likely to develop.

Therefore, I preliminarily conclude
that there have not been massive
imports of animal identification tags
from New Zealand over a relatively
short period, within the meaning of ~
section 703(e){1)(B). Accordingly,
liquidations will not be suspended
retroactively, as provided in section
703(e)(2).

Administrative Procedures

In accordance with § 355.34 of the
Commerce Department Regulations (19
CFR 355,34, 45 FR 4946), interested
parties  submit information or

epartment Regulations.
aring is scheduled to be held. if

merce, Room 3817, 14th Street and
stitution Avenue, NW., Washington,
D.C. 20230 beginning at 10:00 a.m. on
Decemiber 4, 1980. Interested parties

e okDeputy Assistant Secretary for
Administration, Room 2800 at the -
ess shown above. These requests

hould contain (1) the name, address

nd telephone number of the requester
(2) the number of participants and (3) a
statement outlining the issues to be
discussed. The Deputy Assistant
Secretary for Import Administration
must receive the requests no later than
November 13, 1980.

Interested parties must submit pre-
hearing briefs no later than November
28, 1980, to the Office of the Deputy
Assistant Secretary at the address noted
above. Oral presentations by persons
submitting pre-hearing briefs will be
limited to those issues raised in the
briefs. All written views must be filed in
accordance with § 355.34 of the
Department of Commerce Regulations.

In accordance with section 703(d) of
the Act (19 U.S.C. 1671b(d)), Customs
oificers will be advised to suspend
liquidation of all entries, or withdrawals
from warehouse, for consumption of the
subject merchandise on or after the date
of publication of this notice in the
Federal Register. This suspension of
liquidation shall remain in effect until
further notice. The posting of a cash
deposit, bond, or other security, in the
amount of 6.7 percent ad valorem, will
be required as of that date.

We will issue a final determination no
later than January 8, 1981.

This determination is published in
accordance with section 703(f) of the
Act (19 U.S.C. 1671b(f)).

John D. Greenwald,

Deputy Assistant Secretary (BpoH
Administration).

October 28, 1980.

[FR Doc. 80-34060 Filed 10-31-80: 8:45 am)
BILLING CODE 3510-25-M
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e }J.S. Department of
he Department”)
s that the government of New

ragrams that constitute bounties or
s within the meaning of the

manufacturer, producer, and exporter of
plastic animal identification tags utilize
these programs and receive tax
deductions, exemptions, and credits;
and that critical circumstances do not
exist in this case. Therefore the
Department refers this case to the
International Trade Commission for a
determination regarding injury.
EFFECTIVE DATE: January 19, 1981.-

FOR FURTHER INFORMATION CONTACT:
Roland L. MacDonald, Jr., Import
Administration Specialist, Office of
Investigations, International Trade
Administration, Department of
Commerce, Washington, D.C. 20230,
(202) 377-4087.

SUPPLEMENTARY INFORMATION:
Procedural Background

On August 1, 1980, the Department
received a petition in proper form from

the Y-Tex Corporation in Cody,
Wyoming. On behalf of U.S. producers
of plastic animal identification tags, the
petitioner alleged that the government of
New Zealand\provides to
manufacturers, preducers, and exporters
of such tags certain kenefits that are

of the Taniff
3) ("'the Act”).
gist 25, 1980, the
shed a notice (45 FR

t it was initiating a

nt within the meaning of
section 701(b) of the Act (19 U.S.C.
1671(b)), section 303 of the Act applies
is i ation.

quired in investigations

g nondutiable merchandise.

fore, because animal identification

}ég are nondutiable, the International
ade Commission (ITC) also conducted

@an investigation. On September 25, 1980,

the ITC issued a preliminary
determination that there is a reasonable
indication that imports of these tags
from New Zealand are materially
injuring, or are threatening to materially
injure, a U.S. industry (45 FR 63573).

On November 3, 1980, the Department
published a notice of “Preliminary
Affirmative Countervailing Duty
Determination” (45 FR 72727}, finding
that critical circumstances do not exist
in this case; that the “tax credit” amount
is $438,819 (all monetary references are
in New Zealand dollars); that the “tax
credit” was received under the
Increased Export Taxation Incentive
program, which is a subsidy within the
meaning of the countervailing duty law;
and that the amount of the subsidy on
exports to the United States is 6.7
percent ad valorem.

Imports Investigated

Plastic animal identification tags are
used for the temporary or permanent
identification of animals, such as cattle,
hogs, sheep, and goats. The tags vary
between 1.75 and 7.5 square inches of
surface area. Numbers stamped into the
plastic tags are used for identification or
information. All these tags are currently
classifiable under the provision for
“other” agricultural and horticultural
machinery and implements, inoi&%
666.00 of the Tariff Schedules )
United States.

Foreign Preducer

In 1964, Delta Plastics, Ltd., was
founded to market products to the
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agricultural sector. In December 1979,
Allflex Holdings, Ltd., was established
in New Zealand as a publicly owned
company, with Delta Plastics, Ltd., as a
subsidiary operating company.

Delta's most successful product is the
Allfiex animal identification tags, where
sales increased from $181,000 in 1971 to
$5.1 million in 1979. As New Zealand's
only exporter of these tags, Delta saw its
tag exports grow from 29 percent of total
sales in 1973 to 87 percent in 1979.

Delta is New Zealand's only exporter
of animal identification tags.
Approximately 50 percent of Delta’s tag
exports go to the United States. The four
U.S. companies importing these tags are:
Allflex Tag Co., in Culver City,
California; G.C. Hanford Manufacturing
Co., in Syracuse, New York; Vet Brand,
Inc., in Torrance, California; and
Diamond Shamrock Corp., in Cleveland,
Ohio.

The Allflex Tag Co., a wholly owned
subsidiary of Delta, acts as Delta’s U.S.
agent by conducting a retail mail order
business for Allflex tags; helps Delta's
two master agents, Vet Brand and G.C.
Hanford, with various problems; and
maintains a complete stamping
operation for numbering and
personalizing tags. In another U.S.
operation, Delta and G.C.
Manufacturing Co. began
in early 1980 called the Al
Manufacturing Co., nc., w

Co., in Teple. Texas.

Programs Used by Delta and Found To
Be Subsidies

Of the programs identified in the New
Zealand's Income Tax Act 1976, we
have determined that some are used by
Delta and are subsidies within the
meaning of the countervailing duty law.
These programs appear in the form of
special tax deductions, credits, and
exemptions and are listed (except for
Machinery for Export Production;
Exemption from Sales Tax) in Part IV,
Income Tax Act 1976, Deductions in
Calculating Assessable or
Nonassessable Income.

The programs providing a tax
deduction are listed on the government

of New Zealand's tax form as
deductions from net profit and they are:
Investment Allowance; Increased
Exports of Goods; and Export of Goods
to New Markets. Each program has its
own methodology of converting
expenditures, sales, and allowances into
tax deductions. The deductions from
each program are added together for a
total déduction amount which is
subtracted from Delta s taxable incotge

offset net taxable income and eliminate
its 1930 income tax liabi As a result
Delta did not pay taxes
profit.

Incom
the 197

rograms provided
parate benefits: (1) The
pletely offset net taxable
ereby eliminating its income
y, and (2) the conversion of
cribed loss to tax credits

Since all these programs provide special
benefits to ear tag exporters and most
(except for one regional aid program)
are direct incentives to and benefits on
exports, they are all subsidies, and most
are export subsidies, within the meaning
of the countervailing duty law.

Delta used the following programs to
offset net income and to obtain a
prescribed loss: (We have identified the
net effect each program has on the total
subsidy amount).

1. Investment Allowances. Sections
118 through 123 of th Income Tax Act
1976 cover investment allowances.
Secticn 118, a general provision relating
to investment allowances, defines an
investment allowance as a deduction
permitted under sections 119 to 123 of
the Act. Allowable for new
manufacturing plants and machinery
purchased on or before July 30, 1976, the
deduction is taken from net profit and is
over and above the existing allowance
for depreciation. The total investment

allowance deduction is calculated by
adding all the allowances used.

Delta used the following investment
allowances during the investigation

linvestment allowance on
nts an machinery
noeme Tax Act 1976). The

: e specified in the Sixth

the new plant or machinery. The
percentage listed in the Sixth Schedule
v’based on the regional location of the
new plant or machinery. Because this
allowance is available in some, but not

Dits enhre‘y

2 thls program is related to both
nestic and export sales, we zllocated
¢)allowance over total sales of animal
identification tags. On this basis we
found a subsidy of 0.24 percent.

b. Investment aliowance on new
manufacturing plants and machinery
used for export (section 120). The new.
manufacturing plant or machinery must
be used in New Zealand in the
production of assessable income. Delta
had to develop an export performance
plan or an export develspment plan to
be eligible for this program. To calculate
the allowance, Delta selected a method
that provided an allowance of 20
percent of the expenditure. The
allowance was allocated over total
export sales of animal identification tags
for a subsidy of 1.03 percent.

c. Investment allowances on new
plants and machinery used in high-
priority activity (section 121A). High-
priority activity means any activity that
is periodically recognized by the
Minister of Finance and the Minister of
Trade and Industry as having high
priority. Although to qualify a ,
corporation must meet certain domestic
and export standards, the program is
basically related to exports. Delta’s
allowance under this program was 15
percent of the expenditure. This
allowance was allocated over total
export sales of animal identification tags
for a subsidy of 0.60 percent.

2. Increased Export of Goods (section
156). This program permits Delta a
deduction when (a) there is an increase
of export sales for the income tax year
or (b) there are export saée jor the
income tax year and an inicrease in
export sales for the preceding income
tax year. For futher explanation of this
program, refer to the “‘Preliminary
Affirmative Countervailing Duty
Determination” (45 FR 72727). For this
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deduction we computed a subsidy of {. Export programs grants scheme Porcent

10584Epercetnt.f Goods to New Markets (EI:G!? ) t Murket Devel t and Export of goads to naw markats 0.03
» kixport of Goods o New M4 3. Export Market Development an S :

(section 157). "New market export Tourist Promotion Expenditure (Section "‘.2?&':‘.'2."" export producton: Exempton Hom 0.44

goods" are export goods that the 154). This applies to expenditures (L.e. Yolal o8

taxpayer has sold to a new market. market research, advertising, and travel

Designed to encourage export sales to expenses) incurred primarily for the

new markets, this program defines such  purpose of seeking opportunities for the Alth offered Y-

markets as efther existing markets to export of goods that have been Tex an to present

which a new product Is exported or new  manufactured in Now Zealand. Delta oral vie § 355.35

markets for existing products, This deducted 50 percent of its total ‘

deduction from net profit {s based on the  promotion expenditures. \35), neither

value of export sales to the approved
new market (the Secretary of Trade and
Industry determines whether the market
is separate and distinct). For this
deduction we computed a subsidy of .03
percent.

Machinery for Export Production:
Exemption from Sales Tax. In this
program, machinery and appliances
used in the production of goods for
export may be granted an exemption
from sales tax. Delta obtained a subsidy
amount of 0..44 percent from this
program,

Program Not in Effect Or Not Currenily
Used by Delta .

Listed in the Income Tax Amendment
Act 1979, and the Income Tax Act 19786,
Part IV Grants and Suspensory Loans
the following programs, were not in
effect for the 1980 tax year or were
effect but not used by Delta. They
appear in the form of tax deductions, \
grants, suspensory loans, g
import licensing provisipfig
detailed description of these
available in our publicfile s

qualifying goodg

b. Export perforis
qualifying services\{section 156B).

c. Export performance incentive for
qualifying overseas projects (section
156D).

d. Export market development and
tourist promotion incentive (section
156F).

2. Grants and Suspensory Loans
(These programs are in effect but not
used by Delta). .

a. Forestry encouragement grants
(section 168).

b. Export market development grants
(section 170).

c. Development grants for new
markets (section 171).

(d) Export suspensory loans and rural
exports suspensory loans (section 172).

e. Regional development suspensory
loans (section 173).

For the 1980 tax year, Delta has not
yet received 4 benefit through this
program as the New Zealand's Inland
Revenue Department is reviewing lis
claims for sales and travel expense
Therefore we have not calculatec
subsidy amount under th

4, Export Incentive Lic

ther notice the
of liquidation ordered in the
preliminary determination, Effective
nuary 1861, and until further notice, a
sh deposit, hg

Verification " t‘:{eos? ::lbﬁ:: tags
in warehouses, for

We verified the infof
reaching this de :

examining the go ternational Trade Commission

akesdn affirmative final
e@mination concerning material
i

ury to an industry in the United

ates, the Department will issue a
Countervailing Duty Order.

This notice is published in accordance
with sections 303 and 706 of the Act (19
U.S.C. 1303, 1671¢e), and § 355.36 of the
Department of Commerce Regulations
(19 CFR 355.36).

Robert E. Herzstein,

Under Secretary for International Trade.
January 12, 1881,

[FR Doc. 81-1725 Filed 1-16-81; 8:45 am)
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g that there have not
sivedimports of animal

atipn tags from New Zealand
glatively short period.

suspended retroactively, as provided in
section 703(e)(2). .

Final Determination

I hereby determine that the
government of New Zealand provides
bounties or grants (subsidies) within the
meaning of section 303 of the Tariff Act
with respect to the manufacture,
production, or exportation of animal
identification tags. The aggregate net
amount of these benefits equals 13.18
percent ad valorem on exports to the
United States, consisting of the
following subsidy amounts:

Percent

. ' A-62
Regional investment allowance on cartain new

plants and machinery 0.24
Investment allowance on new manufacturing

plants and machinery used for @xport........u e 1.03
Iinvestment allowances on new plant and machin-

ery used in high priority activity 0.60
Increased exporn taxalion ... 10.84
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INTERNATIONAL TRADE
COMMISSION

[investigation No. 303-TA-14 (Final)]

Plastic Animal Identification Tags
From New Zealand

AGENCY: United States International
Trade Commission.

ACTION: Institution of a final
countervailing duty investigation.

SUMMARY: As a result of the affirmative
preliminary determination on October
28, 1980, by the United States
Department of Commerce that there is a
reasonable basis to believe or suspect
that benefits are granted by the
Government of New Zealand with
respect to the manufacture, production,
or exportation of plastic animal
identification tags which constitute a
subsidy within the meaning of the
countervailing duty law, the United
States International Trade Commissio
(hereinafter “the Commission”) hereb
gives notice of the institution of

Act, as amended by 3ettion 103 of the
Trade Agreements Act of 1979. For
purposes of this investigation, the term
“plastic animal identification tags”
means plastic animal identification tags,
provided for in item 666.00 of the Tariff
Schedules of the United States (TSUS).
This investigation will be conducted
according to the provisions of Part 207 of
the Commission's Rules of Practice and
Procedure (19 CFR 207, 44 FR 76457).
EFFECTIVE DATE: October 28, 1980.

FOR FURTHER INFORMATION CONTACT:
Ms. Judith Case, Staff Investigator,
Office of Investigations, U.S.
International Trade Commission, Room
350, 701 E Street NW., Washington, D.C.
20436; telephone (202) 523-0339.
SUPPLEMENTARY INFORMATION: On
September 15, 1980, the Commission

unanimously determined, on the basis of
the information developed during the
course of investigation No. 303-TA-14
(Preliminary), that there is a reasonable
indication that an industry in the United
States is materially injured, or is
threatened with material injury, by
reason of imports of plastic animal
identification tags from New Zealand,
provided for in item 666.00 of the TSUS,
upon which a subsidy is allegedly
provided. As a result of the
Commissions determination, the
Department of Commerce (the
administering authority) continued is
investigation into the question of
subsidized sales. Unless the
investigation is extended, the final
determination by the Depa
Commerce of whether subsi
being provided by the Govern
New Zealand will be mad
than January 8, 19
WRITTEN SUBMISSI

for confidential treatment must conform
with the requirements of section 201.6 of
the Commission's Rules of Practice and
Procedure (19 CFR 201.6).

A staff report containing preliminary
findings of fact will be available to all
interested parties on January 12, 1981.
PUBLIC HEARING: The Commission will
hold a public hearing in connection with
this investigation on January 30, 1981, in
the Hearing Room of the U.S.
International Trade Commission
Building, 701 E Street NW., Washington,
D.C. 20436, beginning at 10:00 a.m., e.s.t.
Requests to appear at the hearing should
be filed in writing with the Secretary to
the Commission not later than the close
of business (5:15 p.m., e.s.t.), January 12,
1981. All persons desiring to appear at
the hearing and make oral presentations
must file prehearing statements and
should attend a prehearing conference
to be held at 10:00 a.m., e.s.t., on January
14, 1981, in Room 117 at the U.S.

International Trade Commission
Building. Prehearing statements must be
filed on or before January 27, 1981, For
further informatior‘spncerning the
conduct of the inv ation, hearing
procedures, and rules
applications, cong

ith this investigation. This
t “Copies of witnesses’

r than 3 business
ing and submission

prepared testimony as early
able before the hearing in
t permxt Commission review.

s notice is published pursuant to
207.20 of the Commission’s Rules of
actice and Procedure (19 CFR 207.20,

44 FR 76458).

Issued: November 7, 1980.

By order of the Commission.
Kenneth R. Mason,
Secretary.
[FR Doc. 80-36105 Filed 11-18-80; 8:45 am]
BILLING CODE 7020-02-M
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CALENDAR OF PUBLIC HEARING

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

Subject: Plastic Animal Identification Tags
New Zealand

Inv. No.: 303-TA-14 (Final)

Date and time: January 30, 1981 - 10:

Sessions were held in connection with this—investigat i
Hearing Room of the United States International(Trade Commission,
701 E Street, N.W., in Washington.

Congressional appearance:

Boyd Hollingsworth, Legislative Assjsta
Simpson, United States Senator, S

In support of the petition: <§?§ii}t>
Lamb & Lerch--Counsel
New York, N. Y. '
on behalf of Q§2§3>
Y-TEX Corporation @

John Gwin, Vice President

Fearing Manufacturing Company
Steven Freis, Marketing Manager

David R. Ostheimer--0F COUNSEL

- more -
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In opposition to the petition:

<&
Bronz & Farrell--Counsel
Washington, D.C.

on behalf of

Delta Plastics, Ltd., of Palmerston/Nov¥th, New Zealand
William McPhail, Managing Director

Malcolm Cameron, Director

Vet Brand, Inc., Torranc -K:;3 nial> Qiiié;i)

Cy Consani, Presiden <:é;2<>
(i)..~pany ggiigl » New York
George Hanfo ident Qﬁii}b

Edward E| (Martin, Qansu tantQéZiS)\b
% @ward J. Farrell--OF COUNSEL
o

G. C. Hanford Manu

A-67
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0 4 Jun 1980
Announcement and Approval Date

JUN 06 Recd

Project Approval Notice

Fearing Manufacturing Company, ast Villaume Avenue,
South St. Paul, applied for the Fed ince. firm
produces identification tags for 1liv be s public
auctions. ‘Q
ggéiyelo to purchase
d<> working capital.
>)adversely affected

~ ree Department as eligible
to apply for assistanc ] ieVAct of 1974.

Included in the assistanc
machinery and equipment and

The firm reported tha

An adjustme Bt the application for
assistance indica i i
to produce tags, a ting and sales activities.
he assistance will help maintain

Offic s ticipate
L even new jobs as production

ers and

0 percent of the unpaid balance of the
m by the Drovers State Bank of South

e $245,000 fixed asset loan is repayable in 11 years
and t $165,000 working capital loan in five years.

06-44-00018-20

06-44-00019-10
##4
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