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INTRODUCTION

On August 29, 1988, in accordance with sections 503(a) and 131(a) of
the Trade Act of 1974 and section 332 of the Tariff Act of 1930, and
pursuant to the authority of the President delegated to the United States
Trade Representative (USTR) by Executive Order 11846, as amended by
Executive Order 11947, the USTR requested advice related to the U.S.
Generalized System of Preferences (GSP) as follows: 1/

(1) pursuant to sections 503(a) and 131(a) of the Trade Act, to advise
the President, with respect to each article listed in Part A of
the Annex to the USTR request, as to the probable economic effect
on U.S. industries producing like or directly competitive articles
and on consumers of the elimination of U.S. import duties under
the U.S. Generalized System of Preferences (GSP). In providing
its advice, the USTR requested the Commission to assume that
benefits of the GSP would not apply to imports that would be
excluded from receiving such benefits by virtue of the
"competitive need" limitations specified in section 504(c) of the
Act.

(2) Pursuant to section 332(g) of the Tariff Act and at the direction
of the President--

(A) to advise the President, with respect to each article listed
in Part B of the Annex to the USTR request, as to the probable
economic effect on U.S. industries producing like or directly
competitive articles and on consumers of the removal of
articles in Part B from eligibility for duty-free treatment
under the GSP;

(B) in accordance with section 504(c) (3) (A) (i) of the Trade Act,
to advise the President on whether any industry in the United
States is likely to be adversely affected by waiving the
competitive need limits for countries specified with respect
to the articles listed in Part C of the Annex to the USTR
request and for the Philippines for certain alcohols; and,

(C) to advise the President, with respect to whether products like
or directly competitive with those described in Part A of the
Annex to the USTR request were being produced in the United
States on January 3, 1985, for purposes of section 504(d) of
the Trade Act.

1/ The USTR request, including listings of concerned articles, is contained
in appendix A,



In response to the USTR request, the Commission on September 15, 1988,
instituted investigations Nos. TA-503(a)-16 and 332-260 for the purpose of
obtaining, to the extent practicable, information for use in connection
with the preparation of advice requested by the USTR. Commission notices
of investigation and hearing are contained in appendix B. 1/ A public
hearing in connection with the investigation was held in the Commission
hearing room, 500 E Street SW., Washington, DC 20436, on October 11, 1988.
All interested parties were afforded an opportunity to appear by counsel or
in person, to produce evidence, and to be heard. 2/

1/ The following Federal Register notices were issued by the Commission and
the USTR, concerning investigation Nos. TA-503(a)-16 and 332-260:

Date Notice Subject

July 20, 1988 53 F.R. 27433 USTR notice of annual
GSP review
Sept. 23, 1988 53 F.R. 37063 Initial notice of ITC
investigation and
hearing
2/ A list of witnesses who appeared at the Commission hearing is contained
in app. C.



PRESENTATION OF PROBABLE EFFECT ADVICE

In response to the USTR request for probable effect advice, the
Commission determined that an appropriate format for such an analysis would
be commodity digests, each digest dealing with the effect of tariff
modifications on a specific TSUS or HS item. In a limited number of cases,
several closely related TSUS items or HS items were grouped together in a
single digest to facilitate preparation of meaningful digest advice.

To provide a factual basis for the Commission's advice, each digest
contains the following sections:

I. Introduction
II. U.S. market profile
ITI. GSP import situation, 1987
IV. Competitiveness profiles, GSP suppliers
V. Position of interested parties
VI. Summary of probable economic effects
U.S. import/export tables

I. Introduction.--This section provides basic information on the item
including description and uses, rate of duty, type of GSP modification
proposed, competitive-need country exclusions, competitive-need limit
waivers, and an indication of whether there was U.S. production of the item
on Jan. 3, 1985.

II. U.S. market profile.--This section provides information on U.S.
producers, employment, shipments, exports, imports, consumption, import
market share, and capacity utilization. Where exact information is not
obtainable, the best available estimates are provided.

IJI, GSP import situation, 1987.--This section provides 1987 U.S.
import data, including the world total and certain GSP country specific
data. Individual GSP country data is provided for the top four GSP
suppliers in 1987 as well as for any additional GSP countries proposed for
"waiver."

IV. Competitiveness profiles.--This section provides background
information on GSP supplier countries that are (1) the most significant
sources, (2) likely to emerge as significant suppliers as a result of the
GSP modification, and (3) affected by changes in eligibility as a result of
the modification. Information is provided on the level and significance of
the country as a supplier, the elasticities of supply and demand for
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imports from the country, 1/ and the price and quality of imports compared
with U.S. and other foreign products.

V. Position of interested parties.--Brief summaries of written
submissions and testimony from interested parties are provided.

VI. Summary of probable economic effects.--This section provides
advice on the short-to-near term (1-5 years, 1989-93) impact of the
proposed GSP-eligibility modifications in three areas: (1) U.S. imports,
(2) U.S. industry, and (3) U.S. consumers. 2/ The probable effect advice,
to a degree, integrates and summarizes the data provided in sections I-V of
the digests with particular emphasis on the price sensitivity of import
supply and demand. Thus, for example, if the price elasticity of demand in
the United States and the price elasticity of supply in the exporting
beneficiary country are both relatively high, elimination of even a
moderate-level tariff suggests the possibility of large import increases
from the beneficiary country. 3/

It should be noted that the probable effect advice with respect to
changes in import levels are presented in terms of the degree to which GSP
modification will affect U.S. trade levels with the world. Consequently,
while U.S. imports of a particular product from GSP beneficiaries may
change significantly, if GSP beneficiaries supply a very small share of
total U.S. imports of that product or if imports from beneficiaries readily
substitute with imports from developed countries, the overall effect on
U.S. imports could be minimal.

In considering the different types of GSP-eligibility changes that
have occurred and the likely impact, removal of GSP status for an item was
considered a duty increase, and GSP item additions and competitive-need
limit waivers were considered as duty decreases. The digests contain a
coded summary of the probable economic effect advice. The coding scheme is
shown below:

1/ Commissioner Eckes notes that the elasticity levels ("low, medium, and
high") are only estimates, and are not based on empirical research on the
various products under consideration.

2/ App. D provides a brief textual and graphic presentation of the types of
trade shifts that can result from modification of GSP eligibility for the
case where the domestic product and imports from all countries are perfect
substitutes. For the products in this report it is not possible to measure
such trade shifts precisely.

3/ Price elasticity is a measure of the changes in quantity that are
brought about as a result of changes in price. The guidelines used for
both supply and demand are as follows: The elasticity is low when the
percentage change in quantity is less than the percentage change in price;
moderate when it is between 1 and 2 times the percentage change in price;
and, high when it is greater than 2 times the percentage change in price.



FOR "ADDITION'" AND "WAIVER" DIGESTS:

Level of total U.S. imports:
Code A: Little or no increase (0 to 5 percent).
Code B: Modest increase (6 to 15 percent).
Code C: Significant increase (over 15 percent).

U.S. industry and employment:

Code A: Little or negligible adverse impact.

Code B: Significant adverse impact (significant proportion of
workers unemployed; declines in output; declines in
profit levels; firms depart, but adverse impact not
industrywide).

Code C: Substantial adverse impact (substantial unemployment;
widespread idling of productive facilities;
substantial declines in profit levels; adverse impact
on the industry as a whole).

Code N: None (This code should be used sparingly but may apply
particularly in waiver advice where the waiver will
not cause any impact because import levels are too low
for it to come into effect. In addition, it could
apply when there is no U.S. industry.)

U.S. consumer: 1/

Code A: The bulk of duty savings (greater than 75 percent) is
expected to be absorbed by the foreign suppliers.

Code B: Duty savings are expected to benefit both the foreign
suppliers and the domestic consumer (neither receiving
more than 75 percent of the savings).

Code C: The bulk of duty savings (greater than 75 percent) is
expected to benefit the U.S. consumer.

Code N: None (This code should be used sparingly but may apply
particularly in waiver advice where the waiver will
not cause any impact because import levels are too low
for it to come into effect.)

FOR "REMOVAL'" DIGESTS:

Level of total U.S. imports:
Code X: Little or no decrease (0 to 5 percent).
Code Y: Modest decrease (6 to 15 percent).
Code Z: Significant decrease (over 15 percent).

1/ The "U.S. consumer" may be a firm or person receiving an intermediate
good for further processing or the end user in the case of a final good.



U.S. industry and employment:

Code X: Little or negligible beneficial impact.

Code Y: Significant beneficial impact (significant number of
additional workers employed; increases in output;
increases in profit levels; new firms; but beneficial
impact not industrywide).

Code Z: Substantial beneficial impact (substantial increase in
employment; widespread increased production;
substantial increases in profit levels; beneficial
impact on the industry as a whole).

Code N: None (Use sparingly, however, it is appropriate when
there is no U.S. industry.)

U.S. consumer:

Code X: The bulk of the duty increase (greater than
75 percent) is expected to be absorbed by the foreign
suppliers.

Code Y: The duty increase is expected to increase costs to
both the foreign suppliers and the domestic consumer
(neither absorbing more than 75 percent of the cost).

Code Z: The bulk of the duty increase (greater than
75 percent) is expected to be passed on to the U.S.
consumer.

Code N: None (use sparingly.)

In using the probable effect advice, several important factors should
be taken into consideration. The HS trade data used in the investigation
were developed by the Commission by converting official TSUSA import
statistics and Schedule B export statistics to the HS format using
Commission-developed concordances between the current TSUSA/Schedule B
systems and the HS. As a general observation, data that are developed
under one system and subsequently translated and presented in another,
should be viewed with some caution. Such caution is recommended in this
investigation due to fundamental differences in structure and
classification concepts between the HS and the current TSUSA/Schedule B.
Whereas it is believed that the Commission has solved the great majority of
the technical problems in converting trade data from one format to another,
basic differences between the two systems make precise conversion of data
impossible in many instances.

Further, confidence in available data and data estimates often varies
by product and by type of information. To give the report user some
indication of the level of confidence in data provided in the digests, the
Commission uses the following coding system:

No code = Response based on complete or almost complete
information/data adequate for a high degree of
confidence.



¥ = Based on partial information/data adequate for
estimation with a moderately high degree of confidence
(e.g., *5, *X).

Kk = Based on 11m1ted information/data adequate for
estimation with a moderate degree of confidence (e.g.,
*%5) '

1/ = Not available.

It should also be emphasized that the probable effects estimates are
not forecasts of what will actually happen to U.S. imports in the future.
Instead, they are estimates of how a change in GSP eligibility will affect
these imports. For example, a digest might estimate that GSP eligibility
will cause U.S. imports to increase modestly by 6 percent to 15 percent,
whereas it might be reasonable to suppose that the recent decline in the
dollar on exchange markets will cause actual imports in the digest to
decline. This does not mean that the estimate in the digest is inaccurate.
Even if actual imports decline dramatically, they should still be at a
somewhat higher level with GSP eligibility than without. It is this latter
difference only that the digests are concerned with. Although a number of
factors such as: exchange-rate changes, relative inflation rates, and
relative rates of economic growth could have much greater effects on
imports than changes in GSP eligibility, these other factors are beyond the
scope of the USTR request
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Probable Effect Digest Locator and Overview

Note.--Digests are listed in the order that they appear in this report. If
two HS items are combined into a single digest, the order is based on the
first HS number. This listing provides information on HS items covered by
digests, including a brief description, the type of proposed GSP
eligibility change, probable effect codes, existence of U.S. production on
January 3, 1985, and the assigned Commission trade analyst.
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COMMODITY DIGESTS--HS BASIS






HS item No.
1519.30.40

Cament: Four of the six U.S. producers synthesize these alcohols fram ethylene or other
petrochemical feedstocks, Two U.S. producers, operating several plants, use natural fats and
oils as starting materials. These are chemical camodities for which price and quality are
more important than loyalty to suppliers, technical service, or other factors. U.S. producers
are regarded as generally campetitive on price and quality. Asian producers are regarded as
having an actual or potential competitive advantage in price and/or quality because of
favorable access to raw materials, e.g., cocorut oil, and having newer, more technologically
advanced industrial facilities.

III. import situation, 1987

Percent of Percent of Percent of
Item Imports total imports GSP imports  U.S. consumption
Quantity
1,000
pounds
TOtaleneenenenernennens 61,566 100 v, 5
Imports fram GSP countries,
total.eveeeeennnnn veeess 30,859 50 100 2
Philippines...eeeeeess ... 30,837 50 - 100 2
MEXiCO.eeeeeeenonnsesnnans 21 2/ 2/ 2/
Value
1,000
dollars
Toml...‘.'...'.‘..b'..' 25'675 lm 1/ 5
Imports fram GSP countries,
total.eeeeveeeneneeseees 11,235 44 100 2
Philippines..ceeeeseesssss 11,211 44 100 2
Mw'Qcoottonooooooooooo 24 2/ 2/ 2/

1/ Not applicable.
2/ Less than 0.5 percent.

Coment: The Philippines is the principal GSP supplier of these products. Inports from the
Philippines increased sharply in 1986-87. Malaysia reportedly is installing a large plant
expected to be online within 1 to 2 years, partially owned, and to be cperated, by a major
European multinational firm that is also active in the United States.



HS item No.
1519.30.40

IV. Coampetitiveness profiles, GSP suppliers
Carpetitiveness indicators for the Philippines for all digest products

Ranking as a U.S. inport supplier, 1987......ccceeeeeeveecncease 2
Price elasticity:
Can the U.S. purduasereasilyshiftamngt}ﬁs
ard other suppllers" Ceeteersecsiensresessnnes cesesesss Yes X No _
What is the price elast1c1ty of U. S denand" . High _X Moderate ___ Low ___
Can productlon in the country be easily expanied or
contracted in the short term?....... tecesassssseseseerranas Yes X No_
Does the country have significant export ma.rkets
besides the United States?........ cevens ceceaeans ceeveesess Yes X No_
Could exports fram the country be readily
redlstrlbutedarmnglts foreign export markets?....... cesss Yes X No ___
What is the price elasticity of import supply?.... High X Moderate ___ Low ___
Price level campared with:
U.S. productS.seeeseeesressecnccassecnnss eee.. Above ___ Equivalent X Below ___
" Other foreign products....... Cetesesetsararos . Above __ Equivalent X Below _
Quality campared with:
U.S. productS.cesseceenssesss ceseerreces eeeeess Above __ Equivalent _X Below ___
Other foreign products....... veeesceesceesseoes Above __ Equivalent _X Below ___

Cament: Philippine suppliers have priced their products erratically in the past, at least in
part to increase market share. Recent (1987-88) pricing by Philippine producers has been in
line with world prices.

V. Position of interested parties

Petitioner.—The Government of the Republic of the Philippines claims that the Philippine fatty
alcohol industry, which is export oriented, has a freight cost disadvantage in the United States
" campared with European producers and that addition of these products to GSP eligibility would
mitigate that disadvantage.

Opposition.—Ethyl Corp., an ethylene-based U.S. producer, opposes addition of these items on the
grounds that the Philippine fatty alcohol industry is modern and fully carpetitive in the world
marketplace ard that the Philippines are at, or very near, the campetitiveneed threshold in
their fatty alcohol exports to the United States. Ethyl also expresses coricern about worldwide
overcapacity and high costs and low operating rates in petrochemically based operations.

Sherex Chemical Co., Inc., a U.S. producer plamning to expand its capacity, opposes addition
on the grounds that Philippine producers already have a campetitive advantage in the United
States owing principally to their low labor costs.



[Probable economic effects advice deleted]



[Probable economic effects advice deleted]



[Probable economic effects advice deleted]



HS Item No.

1519.30.40
Digest Title: Fatty Alcohols
U.S. imports for consumption, principal sources, 1983-87
Source 1983 1984 1985 1986 1987
Quantity (pounds)
Philippines...... 0 1] 118,420 20,102,906 30,837,398
West Germany..... 9,432,996 6,028,030 9,685,303 15,773,685 27,133,708
Netherlands...... 26,455 3,600 12,200 [o] 1,105,563
Belgium & Luxem.. 0 88,184 [/} 43,598 1,055,280
France...... e 2,691,268 733,022 689,169 432,543 463,318
United Kingdom... 766,478 510,379 260,024 439,508 413,427
Denmark........ .. 371,089 365,528 322,774 414,026 363,093
Japan..ccoevvenns 210,583 261,144 147,790 303,809 161,838
Mexico.....co0u.n 0 2,520 0 0 21,363
Canada.......... . 0 0 o (o] 6,739
Norway...... seees 0 0 0 0 4,079
Switzerland...... 0 11 0 [} 33
East Germany..... 0 0 79,365 0 o]
Italy...ooevnnnne 5¢ 0 0 o] o
India.......o00t 0 1] 1 o] 0
Total.......... _13,6498,928 7,992,418 11,315,046 37,510,075 61,565,839
GSP Total.... 0 2,520 118,421 20,102,906 30,858,761
GSP-4........ (1] 22520 118,421 20,102,906 30,858,761
Percent
Philippines...... .0 .0 1.0 53.6 50.1
West Germany..... 69.9 75.4 85.6 42.1 44.1
Netherlands...... .2 1/ .1 .0 1.8
Belgium & Luxenm.. .0 1.1 .0 .1 1.7
France........... -19.9 9.2 6.1 1.2 .8
United Kingdom... 5.7 6.4 2.3 1.2 .7
DenmarkK....ecoeus 2.7 4.6 2.9 1.1 .6
JAPAN. . et tee e 1.6 3.3 1.3 .8 .3
Mexico...vvevenns .0 1/ .0 .0 1/
Canada........ cee .0 .0 .0 .0 17
Norway.....eco0u .0 .0 .0 .0 17
Switzerland...... .0 1/ .0 .0 17
East Germany..... .0 .0 .7 .0 .0
Italy........ 1/ .0 .0 .0 .0
India........ cree .0 .0 1/ .0 .0
Total.......... 100.0 100.0 100.0 100.0 100.0
GSP Total.. .0 1/ 1.0 53.6 50.1
GSP-4........ .0 1/ 1.0 53.6 50.1

1/ Less than 0.1 percent.
Note.~-Because of rounding, figures may not add to the totals shown.

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



HS Item No.

1519.30.40
Digest Title: Fatty Alcohols
U.S. imports for consumption, principal sources, 1983-87
Source 1983 1984 1985 1986 1987
Value (1,000 dollars)
West Germany..... 4,838 3,565 5,061 7,132 12,370
Philippines...... 0 0 254 7,324 11,211
Belgium & Luxem.. o 61 0 49 442
United Kingdonm... 365 250 140 304 368
France..... cerens 1,187 476 448 281 - 350
Netherlands...... 14 11 11 0 310
JaPaN...vvennnnns 181 264 139 483 305
DenmarkK...coc000n 262 260 222 327 281
Mexico........... 0 1 0 0 2%
NOTWAY ¢ e v vesvnnns 0 0 [} 8
Canada........... 0 0 0 o [
Switzerland...... 0 1 0 0 2
East Germany..... [} 0 48 0 0
Indi@a..oeiinnnnns 0 ("] 2 0 o]
Total..... e 6)%7 "1&9 6,324 15,900 25,674
GSP Total.... 0 1 256 7,326 11,235
GSP-4........ 1] 1 256 7,324 11,235
Percent
West Germany..... 70.7 72.9 80.0 %%.9 48.2
Philippines...... .0 .0 4.0 %6.1 43.7
Belgium & Luxem.. .0 1.3 .0 .3 1.7
United Kingdom... 5.3 5.1 2.2 1.9 1.4
France...... e 17.3 9.7 7.1 1.8 1.4
Netherlands...... .2 .2 .2 .0 1.2
Japan.....eee0eee 2.6 5.4 2.2 3.0 1.2
Denmark.......... 3.8 5.3 3.5 2.1 1.1
Mexico.ivvivvnnns .0 1/ .0 .0 .1
NorwWway .covevevens .0 .0 .0 .0 1/
Canada......... .o .0 .0 .0 .0 1/
Switzerland...... .0 1/ .0 .0 ) V4
East Germany..... .0 .0 .8 .0 .0
India...coveeeeee .0 .0 1/ .0 .0
Total.......... 100.0 100.0 100.0 100.0 J100.0
GSP Total.... .0 1/ 4.1 %6.1 43.8
GSP~4........ .0 1/ 4.1 46.1 43.8

1/ Less than $500 or less than 0.1 percent.
Note.--Because of rounding, figures may not add to the totals shown.

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



Digest Title: Fatty Alcohols

HS Item No.
1519.30.40

U.S. exports of domestic merchandise, by principal markets, 1983-87

Source 1983 1984 1985 1986 1987
Quantity (pounds)
Netherlands...... 0 605,838 0 631 578,713
West Germany..... 385,652 0 0 2,401 291,993
Canada........... 142,718 173,478 131,359 63,563 236,775
MexiCo.iviereaoss 135,366 58,526 59,441 106,271 94,554
Brazil........... 530 11,469 25,379 44,848 25,771
Belgium & Luxem.. 47,250 11,813 35,582 0 25,065
United Kingdom... 293 24,502 11,813 45,611 16,034
Venezuela........ 13,013 9,971 10,834 19,237 5,712
Peru......cvvevve 4,858 0o 5,898 6,519 4,443
Korea...... ceesee 3,586 5,895 7,761 3,509 2,390
Pakistan......... 770 770 1,540 770 1,583
Italy...cvoeneens 0 1,330 13,700 0 1,330
Ecuador.......... 3,831 1,406 2,135 280 1,173
Uruguay.......... 0 0 0 994 980
Jamaica....ece0e. 1,750 1,750 1,120 3,632 847
All other........ 20,979 24,979 19,906 69,402 1,687
Total.......... 760,596 931,727 326,468 326,648 1,289,050
GSP Total.... 179,415 109,691 132,439 201,299 139,140
GSP-4....... . 174,112 101,904 118,674 194,430 136,750
Percent

Netherlands...... .0 65.0 .0 .2 4%.9
West Germany..... 50.7 .0 .0 .7 22.7
Canada.....covuee 18.8 18.6 40.2 19.5 18.4
Mexico.iviervonne 17.8 6.3 18.2 32.5 7.3
Brazil........... .1 1.2 7.8 13.7 2.0
Belgium & Luxem.. 6.2 1.3 10.9 .0 1.9
United Kingdom... 1/ 2.6 3.6 1.4 1.2
Venezuela........ 1.7 1.1 3.3 5.9 .G
Peru......cove0 . .6 .0 1.8 2.0 .3
Korea....eovneunn .5 .6 2.4 1.1 .2
Pakistan....... .1 .1 .5 .2 .1
Italy....ocve . .0 .1 4.2 .0 .1
Ecuador.......... .5 .2 .7 .1 .1
Uruguay....oeeees .0 .0 .0 .3 .1
Jamaica.....e000s .2 .2 .3 1.1 .1
All other........ 2.8 2.7 6.1 21.2 .1
Total.....ovun 100.0 100.0 100.0 100.0 100.0
GSP Total... 23.6 11.8 %0.6 61.6 10.8
GSP-%........ 22.9 10.9 36.4 59.5 10.6

1/ Less than 0.1 percent.

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

Source: Estimated from official statistics of the U.S. Department of Commerce.
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HS Item No.
1519.30.40

Digest Title: Fatty Alcohols
U.S. exports of domestic merchandise, by principal markets, 1983-87

Market 1983 1984 1985 1986 1987

Value (1,000 dollars)

Canada....coo00ne 114 150 114 42 142
Netherlands...... 0 17 0 1 140
Mexico... v ens 108 52 29 73 58
West Germany..... 66 0 0 2 50
Brazil........... 1 12 23 42 27
Belgium & Luxem.. 38 10 31 0 16
United Kingdom... pv4 20 10 3 12
Venezuela........ 10 9 9 16 [
Peru.....ovvveee . 4 0 4 3 3
Korea..... [N 4 6 [ [ 2
Pakistan......... 1 1 2 1 2
Jamaica........ .. 1 2 1 2 1
Uruguay .. coeeeees 0 0 0 1 1
Italy...oevvnnnnn 0 1 1 0 1
Guatemala........ 2 1 0 0 1
All other........ 146 24 20 48 2
Total.......... 364 304 260 237 463
GSP Total.... 141 100 101 155 102
GSP-&........ 136 93 89 148 100
Percent

Canada......... .o 31.4 49.4 43.8 17.8 30.8
Netherlands...... .0 5.7 .0 .2 30.2
Mexico..ieveennns 29.6 17.0 14.8 30.9 12.5
West Germany..... 18.0 .0 .0 .8 10.8
Brazil..... Ceeees .2 4.0 8.7 17.6 5.8
Belgium & Luxem.. 10.5 3.2 12.1 .0 3.4
United Kingdom... 1/ 6.7 4.0 1.2 2.6
Venezuela...... .o 2.8 2.9 3.5 6.7 1.3
Peru.......cce0u 1.1 .0 1.6 1.3 .6
Korea.....oeoeeus 1.1 2.0 2.5 1.6 .5
Pakistan......... .2 .2 .6 .3 .3
Jamaica........ N % .6 .3 .9 .3
Uruguay...... coue .0 .0 .0 .2 .2
Italy...... ceeaes .0 .3 .2 .0 .2
Guatemala........ .6 .2 .0 .0 .1
All other........ 4.0 7.8 7.8 20.4 .4
Total........ .. 100.0 100.0 100.0 100.0 100.0
GSP Total.... __38.7 33.1 38.6 65.3 22.1
GSP-4........ 37.4 30.6 34.2 62.6 21.6

1/ Less than $500 or less than 0.1 percent.
Note.--Because of rounding, figures may not add to the totals shown.

Source: Estimated from official statistics of the U.S. Department of Commerce.
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HTS item
number

1519.30.40

2905.17.00

HTS/TSUSA CONCORDANCE AND TARIFF HISTORY

TSUSA item number
(and allocation)

490.73 (60%)
490.75 (95%)

490,73 (40%)
490.75 ( 5%)

12

TSUSA col.l rates of duty (AVE)

1983 1984

5%
5%

5%

5%

5%
5%

5%
5%

HS item No.

1519.30.40

1985 1986 1987
5% 5% 5%
5% 5% 5%
5% 5% 5%
5% 5% 5%
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DIGEST NO. 2804.69.10

SILICON METAL



Silicon Metal
I. Introduction

Col. 1 rate of duty: 5.3%
Type of action proposed (check one):
Addition of GSP: __
Removal fram GSP: _X
Country graduation: ___
Campetitiveneed-limit waiver: ____
Noneligible GSP countries: Brazil
Current carpetitiveneed-limit waivers: None.
Current "sufficiently competitive" designation: Brazil
U.S. production on Jan. 3, 19857 Yes X No .

HS item No.
2804.69.10

Description and uses: Silicon metal is a basic material used in the marmfacture of semiconductors

ard a wide variety of silicone chemicals. It is also used as an alloying agent by the

metallurgical industry in the production of alumimm, copper, and nickel to improve their
castability and to increase strength. Virtually all silicon metal is consumed by the -

aluminum and chemical industries.

II. U.S. market profile

Profile of U.S. industry and market, 1983-87

Percentage

change over
Ttem ' 1983 1984 1985 1986 1987 period 1/
Producers (rumber)...... cesseens 10 9 8 7 7 9
Brployment (thousand employees).....evees *2 *2 *2 *2 *2 0
Shipments (1,000 dollars).u.eeeeesessssss 113,475 171,814 157,231 148,797 *170,000 11
Exports (1,000 dollars) 2/...eeeevsesesss *%2,575  *%4.320 *%2.185 **5.213 **%Q 775 40
Imports (1,000 dollars)......... cececeses 19,352 19,444 43,131 31,490 32,857 14
Consumption (1,000 dollars)..eeesesss....**¥130,252 **186,938 **198,177 **175,074 **193,082 10
Import-to-consumption ratio (percent).... *%15 **10 *%22 **18 **17 3
Capacity utilization (percent).....c.eeees **69 *%77 **68 **70 **78 3

1/ This figure represents the average anrual campourd rate of change over 1983-87.
2/ Estimated by the staff of the U.S. International Trade Cammission.

Coment: Silicon metal is produced by seven campanies, two of which consume their respective
production internally. The two captive producers account for about [ *** ] of damestic
production. U.S. shipments increased by 50 percent between 1983 and 1987 and imports increased by
70 percent during the same period. The relative strength of the U.S. industry has increased over
the period because of an increase in demand for silicon metal in the chemical and alumirnm
industries, Damestic products are priced generally higher than imported material, reflecting in
part, the premium consumers are willing to pay for shorter delivery time and technical services.



HS item No.

2804.69.10
III. GSP import situation, 1987
Percent of Percent of Percent of
Item ' rts to i GSP i U.S tion
1,000
pourds
Totaleeeereeensreenssss 06,644 100 1/ 19
Imports fram GSP countries,
total..veeveenenonsnesss 33,972 51 , 100 10
Argentinad....ceeeeees ceess 12,470 19 37 4
Yugoslavid...eeeeeeens eee. 11,882 18 35 3
Brazil 2/..civveenveneness 9,614 14 28 3
Singapore 3/...eeeevenecas 7 4/ 4/ 4/
1,000
dollars
Total.eeeeererenosoneess 32,857 100 1/ 17
Imports fram GSP countries,
total.veeseecesoscsoesss 16,032 49 100 8
Argentina........ creresese 5,880 18 37 3
Yugoslavid..eeeseseesesess 9,621 17 35 3
Brazil 2/..cceceeecneneees 4,527 14 . 28 2
Singapore 3/.eceeeecenanns 2 4/ 4/ 4/

1/ Not applicable.

2/ Imports fram Brazil under HS item No. 2804.69.10 are mot GSP eligible.
3/ Singapore will loose GSP eligibility in Jaruary 1989.

4/ less than 0.5 percent.

Note.—The countries shown in the table include the top 4 GSP suppliers in 1987.



é ' HS item No.
2804.69.10

IV. Campetitiveness profiles, GSP suppliers
Carpetitiveness indicators for Argentina for all digest products

Ranking as a U.S. import supplier, 1987....ceceeveeeeecacsecces_2
Price elasticity:
Can the U.S. purchaser easily shift among this

and other suppliers?....... Ceesreestsenanne ceceenens eesesYesX No _
What is the price elasticity of U.S. demand?...... High X Moderate ___ Low ___
Can production in the country be easily expanded or ' '
contracted in the short tem?..eeeeeeeeeeeeseececeeneeeees. Yes X No
Does the country have significant export markets '

besides the United States?...ceeeeeevsccccses cereveceseseas Yes _ NoX

Could exports fram the country be readily
redistributed among its foreign export markets?............ Yes __ No X

What is the price elasticity of import supply?.... High X Moderate __ Low
Price level campared with:

U.S. productS.cceeeeesoenas ceeerreeeans ceeeaae . Above ___ Equivalent ___ Below X __

Other foreign productS...eeeseeescessesscessess Above __ Equivalent X Below _
Quality campared with:

U.S. ProductS.ceessreeceresceccssssescsesssssss Above __ Equivalent X Below _

Other foreign productS...esesesessesccssesssess Above __ Equivalent X Below _

Coment: Damestic products are priced generally higher than imported material, reflecting in
part, the premium consumers are willing to pay for shorter delivery time and technical services.

Campetitiveness indicators for Yugoslavia for all digest products

Ranking as a U.S. import supplier, 1987......ccc0vieues .
Price elasticity:
Can the U.S. purchaser easily shift among this
and other suppliers?.....ceeeveeneencrecescnonns veveee veess Yes X No
What is the price elasticity of U.S. demard?...... High X Moderate ___ Low
Can production in the country be easily expanded or
contracted in the short term?...ieevesceccescseesscsesseees YeS X No
Does the country have significant export markets

besides the United States?....eeeeeeeccccececccecacces ceevs Yes X No _
Could exports fram the country be readily
redistributed among its foreign export markets?...... ceveesn Yes X No ___

What is the price elasticity of import supply?.... High X Moderate ___ Low
Price level campared with: :

U.S. productS..eeeeeeeeececescesnsssasscesssesss Above _ Equivalent _ Below X

Other foreign productS...evseeeseesssssesesssss Above _ Equivalent X Below _
Quality compared with:

U.S. products......... ceeaes ceereenes ceeessesss Above ___ Equivalent X Below _

Other foreign productsS....eeeveeeessveneeseess. Above ___ Equivalent X Below _




HS item No.
2804.69.10

Cament: Damestic products are priced generally higher than imported material, reflecting in
part, the premium consumers are willing to pay for shorter delivery time and technical services.
A titiveness profiles, GSP 1iers—Contirued

Conpetitiveness indicators for Brazil 1/ for all digest products

Ranking as a U.S. import supplier, 1987.....cc000teeeuss .
Price elasticity:
Can the U.S. purchaser easily shift among this
and other SUPPliers?..eciseeescesscssscossosssesccoescenses YeS X No
What is the price elasticity of U.S. demand?...... High X Moderate __ Low
Can production in the country be easily expanded or
contracted in the short term?...ceeevvencncisccrcnccscnees YesX No
Does the country have significant export markets

besides the United States?...eeeeeeeecessccccssceccceceeess YS X No
Could exports fram the country be readily
redistributed among its foreign export markets?............ YesX No ___

What is the price elasticity of import supply?.... High X Moderate ___ Low
Price level campared with:

U.S. productsS..veeeesseeseessosccsscesscescesss Above _ Equivalent _ Below X
Other foreign productS....eseesecessvsscesssss. Above __ Equivalent X Below _
Quality campared with:

U.S. productS.ceseesscersssscsscscssssssssesss Above _ Equivalent X Below _
Other foreign productS...eeeesseescsssessssssss Above _ Equivalent X Below _

Cament: Damestic products are priced generally higher than imported material, reflecting in
part, the premium consumers are willing to pay for shorter delivery time and technical services.

1/ Imports fram Brazil under HS item No. 2804.69.10 are not GSP eligible.

5 5



HS item No.
2804.69.10

V. Position of interested parties

Petitioner.—The Ferrocalloy Association, representing all U.S. commercial producers
requests, that silicon metal be removed fram duty-free treatment under the GSP.

The Ferroalloy Association's request is based on the contentions that (1) the
continuing GSP treatment for this product threatens to undermine the efforts of the
remaining U.S. producers to campete for U.S. or foreign-market share; (2) the two
principal GSP countries, Argentina and Yugoslavia, are competitive producers and
will maintain significant U.S. market shares even without the benefit of U.S. GSP
treatment; and (3) silicon metal is import sensitive. In support of their petition
the Ferroalloy Association also makes the following points concerning foreign
countries: (1) the EC has excluded silicon metal from its list of GSP-eligible
products with the exception of Yugoslavia; (2) Canada imposes duties on silicon
metal both fram Argentina and Yugoslavia; and (3) the United States Trade
Representative h<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>