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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investiéation Nos. 303-TA-15 and 701-TA-213 (Final)

POTASSIUM CHLORIDE FROM ISRAEL AND SPAIN

Determinations

On the basis éf:the‘record 1/ developed in investiéation No. 303-TA-15
(Final), the Commission deterﬁines, 2/ pursuant to section 303(5) of the
Tariff Act of 1930 (19 u.s.C. § 1303), that an industry in the United Statés
is not materially injured or threatened with material injury, nor is the
establishment of an 1ndustry in the United States materially retardea “by
reason of 1mports from Israel of potassium chlorlde, provided for in item
480.50 of the Tariff Suhedules of the United States (TSUS), upon which the
Department of Commérée has found bounties or grants are being provided.

In addition, on the basis of the record 1/ develobed in investigation No.
701~TR~213 (Final), the Coﬁmission determineé, 3/ pursuant to section
705(b) (1) of the Tariff Act of 1930 (19 Uu.s.C. § 1671d<b)(1)), tHat an
industry in the United States is not materially injured or threatened with
material iﬁjury,‘hor is theaeétablishment of an industry in tBe United States
‘materially retarded, by reason of imports from Spain of potassium chloride,
provided for in item 486;50 of the TSUS, upon which the Departﬁent of Commerce

has found subsidies are bheing provided.

On June 29, 1984, the U.S. Department of Commerce published in the

Federal Register (49 F.R. 26776) its preliminary determination that there is

Practlce and Procedure (19 C F.R. § 707 2(1))

2/ Commissioner Eckes dissenting and Chairwoman Stern not participating.
3/ Chairwoman Stern not participating.




reason to believe or suspect that certain benefits which constitute bounties
or grants within the meaning of section 303 of the Tariff ﬁét of 1930 are
being provided to maanacturers, produéers, or exporters in Israel of
potassium chloride. At the same time, Commerce also detefmined that there is
a reasonable basis to believe or suspect that subsidies within the meaning of
section 701 of the Tariff Act of'1930 are being provided to manufacturers,
producers, or exporters in Spain of bé&éssiqm chloride.

Accordingly, effective June 2;, 1984, the Commission instituted these
final investigétiéns"under éhe‘pro;isions of the Tariff Act of 1930 to
determine whether an industryiin the United Stétes is materially’injured, or
is threatened with material injury, or the establishment of an industry in the
United States is materially retarded, bj reason éf such imports of potassium
chloride into the‘United States. Nofice of the institution.of the
Commission's investigations and of a public hearing to be held in connection
therewith was given by posting copies of the notice in the Office of the

Secretary, U.S. International Trade Commission, Washington, DC, and by

publishing the notice in the Federal Register of July 25, 1984 (AQ‘F.R. 30025).
The hearing was held in Washington, DC, on September 18, 1984; énd all persons
who requested the opportunity were permitted to appear in person or through

counsel. The Commission's determinations in these investigations were made in

an open "Government in the Sunshine" meeting held on October 22, 1984,

v



VIEWS OF THE COMMISSION

Oon the basis of the information collected in these investigations, we
determine that an industry in the United States is not materially injured or
threatened with matefiaILinjury, nor is the establishment of an indnstry in
the United States materially retarded 1/, by reason of imports of potassium
chloride from Israel and Spaip which the Department of Commerce has determined
to be subsidized. 2/ Our negative deéé;mination in both investigations is
based upon the lack of a causal nexus between the céndition of the industry

and the subsidized imports from Israel and Spain. 3/ 4/

Domestic industry

The statutory framework under which the Commission conducts
countervailing duty investigations requires it éirst to determine the domestic:
industry agaid%t which to assess thé impact of unfairly traded imports.
Sectioni771(4)(A) of the Tariff Act of 1930 defines thé term "industry" as
"the domestic producers as a whole of a like product or those producers whose'
colleqtive output of the like product constitutes a major proportion of the
total domestic production of that product.” 5/ "Like product™ is in turn

defined as "a product which is like, or in the absence of like, most similar

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

2/ Chairwoman Stern did not participate in these determinations.

3/ Commissioner Rohr has reached his determination on the basis of a
cumulative analysis of imports from Israel and Spain.

4/ Commissioner Eckes joins these views only for discussion of the domestic
industry and the condition of the domestic industry. See his "Additional
Views" regarding the causal analysis regarding material injury by reason of
imports from Israel and Spain.

5/ 19 U.s.C. § 1677(4)(A).



in characteristics and uses with the article subject to an
investigation. . . ." 6/

Both the imported and domestic product in these investigations is
potassium chloride (KCl), also known as muriate of potash. In the preliminary
phase of these investigations, we defined the like product as potassium
- .chloride, and the domestic industry as composed of all domestic producers of
potassium chloride. No party has objected to these determinations or argued
in favor of .a different conclusion on the issues of like product and domestic
industry. We therefore adopt the conclusions reached in the preliminary phase

of these investigations as our determinations in these final investigationms.

Condition of the domestic industry

Apparent U.S. consumption of potassium chloride decreased by 18.8 percent
from 1981 to 1982, and then recovered in 1983 to nearly the 1981 level. 7/
Data for the interim period January-June 1984 show a continued increase in
domestic consumption. 8/ Domestic production declined stéadily from 3.2
milli&n;shprt tons in 1981kt9 2.1 million short tons in 1983, a decline of
35.9 percent. 9/ Data for the most récené period, however, shoﬁ an increase
in domestic production of 10 percent over the corresponding period of
1983. 10/ Domestic capacity remained fairly steady during the period under
inVestigation il/, but capacity utilization declined by approximately

36 percent between 1981 and 1983. 12/ Again, data for the'intgrim period

v

6/ 19 U.S.C. § 1677(10).

1/ Report of the Commission (Report) at A-17.
/ 1.

/ 1d.

. at A-15.
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January-June 1984 show an increase in capacity utilization over the
corresponding period of 1983. 13/

U.S. producers' domestic shipments fell 9 percent between 1981 and 1982,
from 2.1 million shbrt tons to 1.9 million short tons, and declined a further
7 percent to 1.7 million short tons from 1982 to 1983. 14/ During the period
January-June 1984, domestic shipments increased by 7 percent over the
correspdhding period of 1983. 15/ "Domestic producers' inventories increased
from 25.9 percent of shipments in 1981 to 28.1 percent of shipments in 1982,
and then decreased to 23.9 percent of shipments in 1983. 16/ On an annualized
basis, inventor} Levels during the interim period January-June 1984 declined
by 17.5 perﬁent from the corresponding period of 1983. 17/ Employment in the
domestic industry declined by 37.6 percent from 1981 to 1983, and data for the
most recent period shows a 2.5 percent decline from the corresponding period
of 1983. 18/

U.S. producers' net sales of potassium chloride fell by 25.7 percent
between 1981 and 1982, and by a further 20.3 percent from 1982 to 1983. 19/
Data for ﬁhe interim period January-June 1984 show an increase of 28.8 percent
- over the corresponding period of 1983. 20/ U.S. producers' operating profif

in 1981 changed to losses in 1982 and 1983. 21/ U.S. producers have recorded

13/ 1d.

14/ Id. at A-17.

15/ 1d.

16/ Id. at A-18. U.S. producers instituted cuts in production which resulted
in these reductions of inventories. Id.

17/ 1d. -

18/ Id. at A-19.

19/ Id. at A-22.

20/ 1d.

21/ 1d.



an operating profit during the interim period January-June 1984 as compared
with an operating loss'during the corresponding period of 1983. 22/

Despite its improved performance during the interim 1984 period, the
domestic potassium chloride industry as a whole exhibited signs of material

injury during much of the period under investigation. 23/

No material injury by reason of subsidized imports

Under section 705(b) of the Tariff Act of 1930, as amended, the
Commission is required to determi;e whether. an industry in the United States
is materially injured or threatenéd with material injury by reason of imports
of merchandise with respect to whicﬁ the Depar£ment qf Commerce has determined
that subsidies are granted. 24/ 1In reaching its decision as to whether
material injury is by reason of the imports undér investigation, the
Commission must consider, among other factors, the volume of imports, the
effect qf imports on prices in the United States for tﬁe like product, and the
impact of such imports on the relevant domestic industry. Congress has also ‘
instructed the Commission to consider factors indicating that the injury is
not by reason of the subject imports. 25/ The legislative his@ot} of the Act

is clear, moreover, that the Commission must satisfy itself £hat "in light of

all the information presented, there is a sufficient causal link between the

22/ 1d. ‘

23/ Commissioner Eckes determines that this industry is experiencing material
injury. ,

24/ 19 U.S.C. § 1671d(b)(1). ‘

25/ "0Of course, in examining the overall injury being experienced by a
domestic industry, the ITC will take into account evidence presented to it
which demonstrates that the harm attributed by the petitioner to the
subsidized or dumped imports is attributable to such other factors." H.R.
Rep. No. 317, 96th Cong., 1lst Sess. 47 (1979).



subsidization and the requisite injury." 26/ On the basis of the data
developed in this investigation, we conclude that imports from Israel and
Spain are not a cause of material injury to the domestic industry. 27/ 28/ 29/
We have considefed a number of factors and conditions of trade in the
potassium chloride industry which lead us to the conclusion that imports of
potassium chloride frqm Israel and Spain have not caused material injury to
the domestic industry. The dominant'éégition:of Canadian imports in the U.S.
market is of great significance. -Imports of potassium chloride ffom Canada |
have accounted for af least 70 percent of d;mestic consumption during each

year of the period under investigation. Even in the Southeastern region,

26/ S. Rep. No. 249, 96th Cong., 1lst Sess. 58 (1979). See also, H.R. Rep.
No. 317, 96th Cong., 1lst Sess. 47 (1979).

27/ Commissioner Rohr has reached his determinations in these investigations .
on the basis of a cumulative analysis. However, he agrees with the reasons
stated herein for reaching a negative conclusion, and therefore joins in these
views. Vice Chairman Liebeler and Commissioner Lodwick have reached their
determinations in these investigations on a case-by-case basis.

28/ Commissioner Lodwick has reached his determinations in these )
investigations on a country-by-country basis. He notes, among other factors,
that Spain imports minimal volumes into the U.S., sells almost exclusively to
a single customer, exports only standard grade material to the U.S which,
though used extensively in Florida, is increasingly less attractive than
granular grade as a direct application fertilizer, has made no capital
investment in facilities in the U.S., and has a diverse customer base with
only a small share of shipments going to the U.S. Conversely, Israel has much
greater ties to the U.S. market. 1Israel sells under long-term contract to a
variety of customers in the South and East, is affiliated with extensive
capital investment in warehousing in the U.S., and sells granular as well as
standard grade potassium chloride. 1In addition, although Israel also has a
diverse customer base, the U.S. is a primary export market. Commissioner
Lodwick further notes that he would still have reached negative determinations
if he had cumulated.

29/ Vice Chairman Liebeler has reached her determinations in these
investigations on a country-by-country basis. She views coordinated action
among producing nations under consideration as a necessary condition for
cumulation. Because there is no evidence of coordinated action by the
exporters or importers of potassium chloride from Israel and Spain, Vice
Chairman Liebeler declines to cumulate imports from these two countries. 1In
addition Vice Chairman Liebeler agrees with Commissioner Lodwick's analysis,
supra, note 28. See Certain Cold Rolled Carbon Steel Sheet from Brazil, Inv.
No. 731-TA-154 (Final), USITC Pub. 1599 (1984) at 8, n. 24.
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which the domestic industry argues is its natural, best market, Canadian
"imports have by far the largest market share. 30/ In such a situation,
imports from Israel and Spain, which have one-tenth the market share of
Canadian imports nationwide, do not have the ability to affect market
conditions or prices. Moreover, between 1981 and 1982, when the imports under
investigation increased to their highest level, as a share of domestic
consumption, imports from Canada déclined commensurately. 31/ At the same
time, however, the nationwide mérket share of the domestic industry increased
to its highest lgvel since 1979, despite dramatically declining

consumption. 32/

30/ Petitioners urged us to concentrate our analysis on the Southeastern
region in determining whether material injury to the domestic industry exists,
and whether imports are the cause of that injury. Petitioners concede that
the statutory criteria for a regional industry are not met in these
investigations. See 19 U.S.C. § 1677(4)(C). 1In the absence of a regional
industry, we conclude that we must examine the domestic industry on a
nationwide basis in determining whether material injury exists. We have,
however, considered events in the Southeastern region in determining whether a
sufficient causal nexus exists between imports and the injury to the
industry. The majority of both Israeli and Spanish imports of potassium
chloride are shipped to Florida and Eastern and Gulf Coastal States. It is
true that imports from Israel and Spain as a share of consumption in this area
have been greater than in the United States as a whole. However, the greatest
. increase in import market share in this area occurred between 1981 and 1982;
imports from Israel have since then remained steady although imports from
Spain increased marginally. Report at A-26. While the domestic industry lost
market share in this area in 1982, its market share nationwide increased.

31/ Id. at A-25. Canada's market share in the Southeast also declined in
1982, although by less than the increase in market share of imports from
Israel and Spain. Id. at A-26.

32/ U.S. consumption of potassium chloride is dependent upon the demand for
fertilizer. During a time when cash receipts of farmers are low, they may
reduce costs by decreasing their purchases of fertilizer. Potassium chloride,
which is retained in the soil for 2 to 3 years, may be the hardest hit in such
a situation. However, application of potassium chloride must be resumed
eventually to maintain the quality and quantity of crops. 1In 1982, demand for
fertilizer was severely depressed by weak farm conditions. 1In 1983, nearly 40
percent of total U.S. farmland was idled, largely due to Government-sponsored
acreage reduction, paid diversion, and the Payment-in-Kind (PIK) program. Id.
at A-14.



Potassium chloride reserves are located in only 16 countries. According
to the Bureau of Mines, Canada and the U.S.S.R. possess the largest reserves,
accounting for 74 percent and 16 percent of all reserves, respeétively.
Reserves in the United States are dwarfed by comparison, accounting for only
0.5 percent of worldwide reserves. U.S. capacity for the production of
potassium chloride has declined: steadily over the past 20 years. U.S.
productfan-capacity will continue to decrease as the potassium chloride
reserves are exhausted. 33/ U.S. consumption is forecast to grow by 25
percent or more froﬁ'1981 to 1990. 34/ The domestic industry's share of the
u.s. potaséium chloride market has been decreasing since the early 1960s. 35/
It is thus clear to us that the U.S. market for potassium chloride, already
donrinated by imports from Canada, will become increasingly dependent on
imports, and the domestic industry's market share will continue to decrease.

ﬁAhother.significant factor in our determination is the high cost of
transporting potassium chloride to customers. Transportation costs from New
Mexico, where 85 percent of U.S. potassium chloride is produced, can be
50 percen£ or mbre of the delivered price of the product. By contrast, ocean
- shipping rates for potassium chloride imported from Israel and Spain are |
substantially lower, as are inland freight costs from the ports of entry to
the customers, who are located largely in Eastern and Gulf Coastal states.
Because of the variety of means of transporting potassium chloride and the

enormous variation in costs, it has been impossible for us to arrive at a

33/ Id. at A-16. According to the Bureau of Mines, the reserves held by the
Potash Co. of America and Texasgulf may be depleted in the early 1990s.
Reserves held by AMAX may be depleted by the year 2000. The other producers,
according to the Bureau of Mines, "appear to have sufficient reserves to
operate past the year 2000." 1Id.

34/ 1Id. at A-14.

35/ 1d. at A-17.
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precise calculation of transportation cost advantages and disadvantages.
Petitioners argued that the domestic industry enjoys a freight advantage over
the dominant Canadian imports in the Southeastern regiont Our investigation
of delivered pricing'and"transportation costs leads us to conclude that
petitioners have overstated this advantage. To some specific customers in
some specific areas, depending on the means of transport, the domestic
industry may enjoy a ;reight advantasé.h Howe&er, by the same reasoning, to
some specific customers, in some parts of the SOuthbastern United States,
imporis from Israel énd Spain enjby a freiéﬁt advantage over tﬁe domestic
industry. Thus, it appears likely that at least some, if not all, of the
difference in price between the domestic product and the imported product is
the result of tranéportation cost differentials. This conclusion is supported
by the fact t?at-in Midwestern and Central states, the domestic product tends’
to undersell thé imports from Israel. 36/ | A

Oné additional factor which we have found to be significant in explaining
the condition of the domestic industfy is the dramatic decline in export
sales. A significant share of U.S. pdtassidm éhloride has traditionally beén
exported from Western and Gulf Coastal states to the overseas potassium
chloride market, where the United States enjoys a freight advantage over the
Canadian potassium chloride industry. 37/ Export sales declined dramatically
between 1980 and 1983, from 39 percent of U.S. producers' sales, to 21 percent
of sales. Economic problems in overseas markets, and decreased worldwide

demand for potassium chloride have contributed to this decline in export

36/ There were no reported sales of potassium chloride from Spain in this
area during the period under investigation.
37/ Report at A-16.

10
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salés, which accounts for approiimately 75 pefcent of the decrease in U.S.

producers' total shipments. 38/

Israel

Imports of potassium chloride from.Iérael increased by 37.3 percent
between 1981 to 1982, from 450,000 short tons to 618,000 short tons. 39/ 1In
1983, however, imports of poéassaum thorida from Israel declined to 549,000
short tons, a decline of 11.2 perqeﬂgl.ggj During the interim period
January-June 1984, imports of~pot;ssiﬁm chloride from Israel declined by 6.8
percent from the level during the“corresponding period of 1983. 41/ Although
imports of potassium chloride from Israel as a share4of domestic consumption
increased from 1981 to 1982, from 4 percent to 5 percent, this increase was
not at the expense of domestic production, whicﬁ itself increased as a share
of consumptioﬁ from 20 percent in 1§81 to 22 percent in 1982. 42/ Since 1982,
imports from Israel have not increased as a share of &omsstic consumption.

To put the effect of the volume of imports from Israel on the domestic
industry into sharper perspective, we note that the 22 percent share of
domestic consumption accounted for by the domestic industry in.1982 was equal
to that in 1979, a year of historic highs in the U.S. potassium chloride
market, and higher than for any other year since 1976. The domestic
industry's market share declined only in 1983 and the interim period

January-June 1984. Imports from Israel declined absolutely during 1983, and

38/ 1d.
39/ 1d. at A-24.
40/ 1d.
41/ 1d.
42/ 1d.

. at A-25.

1
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were lower during theiperiod January-June 1984 than for the corresponding
period of 1983.

Although imports of potassium chloride from Israel undersold domestic
potassium chloride during most of the period under considergtion in Florida
and the Eastern and Gulf Coastal states, we note the following explanatory
factofs. First, Israeli‘potassium chloride is marketed on a long-term
contract basis, with prices set by-a formula tied to producers' prices in
Carlsbad, New Mexico and Saskatéhewén, Canada. Second, on a significant
nuﬁber of occasionslduring the past year, purchasers of the Israeli material
invoked "meet of release” clauses in their contracts, which required the
importer of‘potassium chloride from Israel to either meet a competitpr's
lowep ppice or release the purchaser from its contract. According to |
iﬁformation submitted by counsel for the Israeli respondent, thg vast majority
of thg'compegitive offers that were met during the past year involved sales of
potassium chloride from Canada. 43/ This clearly implies’that Israel is not
the price leader in the U.S. market. Third, Canadarhas a domingnt market
share in all areas of the United States, and Israeli prices have gither
. réméined the same or increased relative to Canadiaﬁ prices. Fourth, prices in
the Southeast have either remained the same or increased relative to prices in
other areas, evén though non-Canadian imports are concentrated in the
Southeast, and recent consgmption trends have been weaker in the Southeast
thah nationwide. Finally, due to the importancg of tr#nsporiétion costs,
suppliers can have-considerable cost advantages depending oti ?roximity to

customers and availability of water and rail transportation. These factors

43/ Transcript of Hearing at 152; Report at A-33.

12
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lead us to conclude that imports from Israel did not have a suppressive or

depressive effect on potassium chloride prices.

Spain

Imports of potassium chloride from Spain are even less significant, in
any quantitative measure, than imports from Israel. Imports from Spain have
at no time during the period unﬁer_investigation exceeded 1>percent of
domestic consumption. During the mqst recent period, January-June 1984,
imports of potassiu@ chloride from Spain have declined to less than
0.5 percent. Spéﬁish potassium chloride is imported by a single exclusive
importer, and the majority is sold to a single customer. 44/ Although Spanish
potassium chloride undersold the domestic product during most of the periods
for whiéh information is available, with such a small market share, in a
market dominated by imports from Canada, imports from Spain do not have the

abilify to affect the overall market price of potassium chloride.

No threat of material injury

In order to conclude that subsidized "imports constitute a threat of

" material injury to the domestic industry, the Commission must find that the
threat is real and imminent, and not based on a mere possibility that injury

might occur at some remote future date. 45/

44/ This customer informed the Commission that U.S. producers had not
solicited its business during the past two years. Exhibit 11 to Spanish
Respondents Post-Administrative Conference Memorandum. Recent reports
indicate that the importer has ceased to purchase potassium chloride from
Spain. The Journal of Commerce, September 13, 1984,

45/ Alberta Gas Chemicals, Inc. v. United States, 515 F. Supp. 780 (Ct. Int'l
Trade 1981). The Trade and Tariff Act of 1984, H.R. 3398, codifies the "real
and imminent" standard for determinations of threat of material injury.
Section 612(a)(2)(B)(ii). The new Act, which has not yet become law, also
codifies the factors to be considered by the Commission in making threat
determinations. The factors listed are essentially those which the Commission
considers under current practice. Therefore, our analysis of this issue
satisfies the requirements of the new Act.

13
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Although market penetration of imports from both Israel and Spain
increased slightly from 1981 to 1982, market penetration of imports from
Israel decreased thereafter, while market penetration of.imports from Spain
remained steady until the most recent period, which showed a decline in
imports from Spain. Given the recent increasing trend in domestic
consumption, it is not likely that this level of imports will cause injury to
the domestic industryein the near futﬁré. Hofeover, prices in the U.S.
potassium chloride market ralliedlsbmewhat during late 1983 and the interim
1984 period, althougﬁ theyvﬁave nbt reached)their previous levels. Importers'
inventories have not iﬁcreased signifiéantly, thus there is little likelihood
that a significant additional amount of potassium chloride previously imported
from Israel 6r Spain will enter the United States market. Productioﬁ capacity
in both Israe% and Spain has been relatively steady during the period under
investigation, and capacity utilization is high. There is”no indication thatx
either ;ountry intends to divért shipments to the United States in preference
to other markets; the United States; share of shipments from"Iérael has
declined during the period under investigation; while the United States' share
of shipmgnts from Spain is very small, and is projected to decrease in 1984.
Moreover, due in part to the transportation cost factor, it does not appear
likely that imports from either Israel or Spain will expand significantly into
other regions of the United States from their present concentration in the

Eastern and Gulf Coastal states. 46/ We therefore conclude that imports of

46/ As noted above, imports from Israel tended to oversell both the domestic
product and imports from Canada in areas outside the Eastern and Gulf Ceastal
states. No sales of potassium chloride from Spain were reported outside the
Eastern and Gulf Coastal states. In addition, potassium chloride from Spain
is all standard grade, which is apparently less suitable for direct
application fertilizer.
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potassium chloride from Israel and Spain do not constitute a real threat of

imminent material injury to the domestic industry.

15
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Additional Views of Commissioner Eckes

From my standpoint, the record of this investigation contains substantial
evidence connecting subsidized imports from Israel to the material injury
experienced by the domestic industry. 1/

Firét, increases in imports from Israel and the highest levels of those
imports coincide with the period in which the performance of the domestic
industry plunged to large operating deficits, and sharply reduced economic
activity. g/ Iﬁboits from Israel increased dramatically from 450,000 tons in
1981 to 618;000 tons in 1982, almost double the levels imported in 1980.
These imports then declined in 1983 to 549,000 tons, and declined again
slightly for the period January-June 1984, when that six-month period is
compared to the same data for 1983. Importantly, in 1982 at the very time
subsidized Israeli imports were increasing, the domestic industry's
performance turned sharply downward--with U.S. production and consumption
declining ﬁlmost.ZO percent. Domestic shipments declined fhroughout the
‘period 1981 to 1983. Finally, the domestic industry's profitability
deteriorated. Net operating profits for the industry which were in excess of
10 ?ercent in 1981 turned to operating losses in 1982. 1Indeed, half of the
domestic producers reported losses in 1982, and they continued to experience

these losses until qfter the middle of 1983. !

1/ Information referred to in this opinion is contained in the confidential
version of the Commission report; data obtained from other sources are cited
where appropriate.

2/ The period for which Commerce measured benefits in determining the net !0
bounty or grant being provided was April 1, 1982, through March 31, 1983.
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Second, Israel has used subsidized exports to maintain and expand its
market share in the United States. Israeli imports were 4 percent of U.S.
consumption in 1981, rising‘to 5 percent in 1982. As U.S. consuﬁption began
to recover in 1983 to historical levels, Israel maintained its market share.
This continued during 1983 through mid-1984. 3/

Third, inmmy judgment a review of Commission pricing data shows that
Israeli hnderpricing has depressed domestic prices for potassium chloride.
Much of the pricing data is necessarily confidential, but the Commission has
sound data on avéraéé delivered prices reported by purchasers in Eastern and
Gulf Coastal st;tés, where four-fifths of Israeli shipments are sold. &/

These data feveal Israeli underpricing in 7 of the 8 quarters for which
comparisons are possible through the period from 1982 to Jume 1983. Moreover,
these underselling margins are significant--averaging more than

10 peréent for the year 1983. The only overselling occurred during the most
recent quarter, April-June 1984, a period which followed the filing of this
petition.

The ériciné data also show that Israeli prices trended lower than
" domestic prices in 1983, before turning upward late in that year. Finally,
lost sales information indicate that the domestic industry did lose some sales
because of lower priced Israeli imports. The Commission also has information

that price considerations were important to purchasing decisions.

3/ Importers' inventories of the product from Israel in the U.S. increased
markedly from 1982 to 1983, with virtually all of that increase occurring in
the last half of 1983. End-of-period inventories continued at that level
through June 1984.

4/ Delivered prices supplied by purchasers have consistently been relied
upon by the Commission as the most reliable indicator of the impact of imports
on domestic pricing; such prices measure the actual prices reported as paid by
purchasers, as opposed to f.o.b. price data, which provide a measure of net
revenues received by the producers or importers. As such, f.o.b. data aye
generally more useful for signaling price trends only.
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Thus, it is clear that the volume and penetration trends of imports from
Israel, together with conclusive evidence of underselliné, have caused
material injury to the domestic indusfry. This industry is just beginning to
recover to historical levels of economic ﬁerformance; while the industry was
in its lowest period of decline, these imports increased their share of
consumption and have continued t6 maintain that share as consumption trends
turned‘sharply upward. Without a doﬁst, Canada is an important supplier of
this product and also. a price leader. But,-that is not dispositive of the
question raiséd ﬁefore thi; agency by the statute. Subsidized imports from
Israel have caused injury that "is not inconsequential, immaterial, or
unimportant" to the domestic industry.

Imports from Spain have been historically small, both in terms of volume
and import perietration. During the period covered by this investigation,
imports reached 58,000 tons in 1983, which accounted fér only 1 percent of
U.S. consumption. Virtually all of the imported products from Spain is sold
in the Southeastern region, most of it in Florida to a single customer.
Imports from Spain did undersell the domestic product during 1982 on a
delivered price basis; no comparisons were possible for 1983.: Despite the
evidence of underselling, these imports, in light of the volume trends, are

not a cause of material injury to the domestic industry.

18
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On March 30, 1984, counsel for AMAX Chemical, Inc., and Kerr-McGee
Chemical Corp. filed petitions with the U.S. International Trade Commission
and the U.S. Department of Commerce alleging that an industry in the United
States is materially injured, and is threatened with material injury, by
reason of imports of potassium chloride from Israel and Spain upon which
bounties or grants are alleged to be paid and by reason of imports of
potassium chloride from Israél, Spain, East Germany, and the U.S§.S.R., which
are allegedly being sold at less than fair value (LTFV). Accordingly, the
Commission instituted preliminary countervailing duty and antidumping
investigations under the applicable provisions of the Tariff Act of 1930 to
determine whether there was a reasonable indication that an industry in the
United States was mater1ally injured, or was threatened with material injury,
or the establishment of an industry in the United States was materially
retarded, by reason of imports of such merchandise into the United States. 1/

On May 14, 1984, the Commission determined, 2/ on the basis of
information developed during the course of its preliminary investigations,
that there was a reasonable indication that an industry in the United States
was materially injured by reason of allegedly subsidized imports of potassium
chloride from Israel and Spain and by reason of allegedly LTFV imports of :
potassium chloride from Israel, Spain, East Germany, and the U.S.S.R.
Consequently, the Department of Commerce continued its investigations into the
nature .and extent of the allegedly subsidized and LTFV imports of potassium
chloride from the cited countries.

On June 29, 1984, Commerce issued preliminary affirmative determinations
in its countervailing duty cases involving imports of potassium chloride from
Israel and Spain. Accordingly, the Commission instituted final investigations
under the provisions of the Tariff Act of 1930 to determine whether an
industry in the United States is materially injured, or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of such imports of potassium chloride into the
United States. 3/ Notice of the institution of the Commission's investigations

1/ At the same time the cited petitions were filed, counsel for the
petitioners filed countervailing duty petitions with Commerce concerning
imports of potassium chloride from East Germany and the U.S.8.R. Inasmuch as
these countries are not signatories to the GATT, the Commission was not
required to make injury determinations. Commerce initiated countervailing
duty investigations on potassium chloride from East Germany and the U.S.S.R.,
but subsequently rescinded its investigations and dismissed the petitions
(49 F.R. 23428, June 6, 1984),

2/ Commissioners Stern and Liebeler not participating.

3/ Israel is not a "country under the Agreement" within the meaning of
section 701(b) of the Tariff Act of 1930 (the Act); therefore, section 303 of
the Act applles_to the investigation concerning imports of potassium chloride
from that country. Inasmuch as such merchandise enters the United States
duty-free and the international obligations of the United States so require,

an injury determination must be made by the Commission. Al
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and of a public hearing to be held in connection therewith was given by posting
copiea of the notjco in the Office of Lhe nocretary, U S. International Trade

Reglster of July 25, 1984 (49 F.R. 30025). The hearlng was held in

Washington, DC, on September 18, 1984. 1/

Commerce published its final affirmative subsidy determinations concerning
potassium chloride from Israel and Spain in the Federal Register of September
14 and 17, 1984, respectively. 2/ The Commission's briefing and votes in
these investigations were held on October 22, 1984. The Commission is
scheduled to notify Commerce of its final determinations by October 29, 1984,

-

On September 12, 1984, Commerce published in the Federal Register (49
F.R. 35845) its preliminary determinations that potassium chloride from East
Germany, Spain, and the U.S5.8.R. is being, or is likely to be, sold in the
United States at LTFV. At the same time, Commerce preliminarily determined
that potassium chloride from Israel is not being, nor is it likely to be, sold
in the United States at LTFV. 3/ Commerce is scheduled to make its final
antidumping determinations by November 20, 1984,

The information contained in this report was derived both from data
gathered during the Commission's preliminary countervailing and antidumping
investigations and from questionnaires returned during these final counter-
vailing duty invostigaticns by U.S. producers, importers, and purchasers.
Certain data concerning potassium chloride imported from East Germany and the
‘U.5.8.R. are also included in thls report. 4/

Other Investigations Concerning Potassium Chloride

In November 1969, the Commission determined that an industry in the
United States was being injured by reason.of imports of potassium chloride
from Canada that were being or were likely to be sold at LTFV. The Department
of the Treasury publlshed a finding of dumping in the Federal Register of
December 19, 1969. By 1981, all Canadian producers and exporters, except

1/ A copy of the Commission's notice of investigation and a list of
witnesses appearing at the hearing are presented in app. A.

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

3/ In its preliminary determinations, Commerce found weighted-average LTFV
margins of 112.17 percent on imports from East Gormany, 43,65 percent on
imports from Spain, ‘and 187.03 percent on imports from the U.S.S.R. The
weighted-—average margin on sales of potassium chloride from Israel was
0.08 percent; which was deemed to be de minimis by Commerce. The period
investigated by Commerce in all its antldumplng 1nvest1gat10ns was Oct. 1,
1983, through Mar. 31, 1984,

4/ Petitioners urged the Commission to cumulate the market shares of Israel,
Spain, East Germany, and the U.§.S§.R. in all statistical analyses. (See post-
hearing brief of petitioners, Sept. 26, 1984, p. 4 ) Information on potassium
chloride operations in East Germany and the U.S.5.R. and the channels of
distribution used in marketing such merchandlse in the United States were

presented in the preliminary investigations, A2
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Texasqulf, Inc., had been excluded by Treasury from the dumping finding.

These companies were excluded from the dumping finding after Treasury
determined that sales of these firms had not been at LTFV and it received
assurances from each firm that future sales of potassium chloride to the
United States would not be made at LTFV. In April 1981, pursuant to a
petition filed by Texasgulf, the Commission determined that an industry in the
United States would not be materially injured, or threatened with material
injury, by reason of imports of potassium chloride from Canada, if the dumping
order were to be modified or revoked. 1/ Accordingly, in June 1981, Commerce
published a notice in the Federal Register revoking the dumping order. The
revocation of the dumping order, however, does not affect the assurances that
had been" given by the Canadian producers not to sell potassium chloride for
export to the United States at LTFV.

The Product

Description and uses

Potassium chloride (KCl), also known as muriate of potash, is the chief
source of potassium fertilizer applied to fields in the United States.
Approximately 94 percent of the potassium chloride consumed in the United
States is used in fertilizer; the rest is used to make chemical compounds
essential to the manufacture of glass, matches, soaps, medicines, detergents,
insecticides, chinaware, solid rocket fuel, and animal feed.

Potash refers to a number of potassium salts used as fertilizers.
Potassium chloride, the product under investigation, accounts for
approximately 97 percent of all potash fertilizers consumed in the United
States and worldwide. For chloride~sensitive crops, a sulfate of potash
(either potassium sulfate or potassium magnesium sulfate) is used.

Potassium is one of the three key chemical elements essential for plant
growth; the other two are nitrogen and phosphorus. Potassium aids in the ‘
. synthesis of starch and sugar, stiffens straw in cereal grains, promotes root
growth, and enables the plant to better withstand disease and adverse
conditions of climate. About 85 percent of the potassium applied to fields in
the United States is in the form of potash; the remainder of the potassium
nutrient added to the soil is in the form of cereal straw and manure.

Potassium chloride is produced in a number of grades. The major grades
and their uses are shown in table 1.

The granular, coarse, and standard grades are approximately 95 percent
pure and may contain a minute amount of iron, which gives the product a pink
tint. These grades, which differ from one another only in particle size, are
suitable for blending with other solid fertilizers for application to the
fields. To insure a homogeneous mixture of solid fertilizer, particles of
nearly equal sizes must be blended together. These three grades are not used
in liquid fertilizers because the trace of iron-bearing clay in the product
tends to clog the farm machinery used to spray the fields. However, a fourth

1/ Potassium Chloride From Canada: Determination of the Commission in
Investigation No. 751-TA~3 . . ., USITC Publication 1137, ﬂpril 1981. .
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Table 1.—Potassium chloride: U.S. consumption, 1/
by uses and by grades, 1983

(In percent)

Grade . Agricultural use = Industrial use Total
Granu Larr o - 30.1 - 30.1
CORNG @ - 47.2 - 47.2
Standard 2/ - 7.8 3.8 : 11.5
S0 1ub @ . 8.9 2.2 11.1
Tota ] e} 94.0 6.0 : 100.0

1/ Data are for U.S. and Canadian producers' shipments, which accounted for
92 percent of U.S. consumption in 1983,

2/ Includes .chemical grade. Industrial use of chemical grade accounted for
about 1.8 percent of U.S. potassium chloride consumption in 1979,

Source: Derived from statistics published by the Potash & Phosphate
Institute.

Note.-—Because of rounding, figures may not add to the totals shown.

grade, the soluble grade, is approximately 98 percent pure, contains less iron-
bearing clays, and is consequently suitable for use in liquid fertilizer. The
chemical grade of potassium chloride is even more highly refined; it is used

in the manufacture of chemicals for use primarily in the chemical and ceramic
industries. 1In addition, small quantities of standard and soluble grades of
potassium chloride are used for other industrial purposes, ‘

Importers of potassium chloride from Israel, East Germany, and the
U.S.S5.R. sell standard and granular grades of potassium chloride in the United
States; potassium chloride from Spain is all o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>