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REPORT TO THE PRESIDENT

United States International Trade Commission
April 11, 1980

To the President:

In accordance with section 406(a) of the Trade Act of 1974 (19 U.S.C. 2436(a)),
the United States International Trade Commission herein reports the results of an
investigation relating to anhydrous ammonia (ammonia) from the U.S.S.R. The investi-
gation (No. TA-406-6) was undertaken to determine, with respeét to imports of
ammonia, provided for in items 417.22 znd 480.65 of the Tariff Schedules of the
United States (TSUS), which is the product of the U.S.S.R., whether market dis-
ruption exists with respect to an article produced by a domestic industry.

The Commission instituted the investigation on January 28, 1980, following
the receipt on January 18, 1980, of a request from the President to institufe an
investigation. The President made the request pursuant to section 406(c) of the
Trade Act, having found under that section that there are reasonable grounds to
believe that market disruption exists with respect to such anhy&rous ammonié the
product of the U.S.S.R. The President also found, pursuant to section 406(c),
that emergency action was necessary and took action, under sections 202 and 203
of the Trade Act, limiting the quantity of such anhydfous ammonia the product of
the U.S.S.R. which may enter the United States during the period January 24, 1980,
to January 24, 1981, to 1,000,000 short tons (Proclamation 4714 of January 18, 1980,

published in the Federal Register of January 21, 1980 (45 FR 3875)). The Commission

held a public hearing on this matter in Washington, D.C. on March 3, 1980. Notice

of the institution of the investigation and of the public hearing was published in

the Federal Register of February 4, 1980 (45 FR 7645).
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The information in this report was obtained from fieldwork and interviews
by members of the Commission's staff, from other Fede;al agencies, from
responses to the Commission'g questionnaires, from information presented at .
thé pubiic hea?ing, from briefs submitted by interésted parties, and from the
Commission's files.

A transcript of the hearing and copies of the briefs submitted by interested

parties in connection with this investigation are attached.

DETERMINATION OF THE COMMISSION
On the basis of the investigation,>the Commission (Chairman Bedell and
Commissioner Moore dissenting) determines, with respect to imports of anyhdrous
ammonia the product of the U.S.S.R., provided for in items 417.22 and 480.65
of the'TSﬁs; that market disruption does not exist with respect to an article

producéd by a domestic industry.
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STATEMENT OF REASONS OF COMMISSIONER PAULA STERN
AND VICE-CHAIRMAN BILL ALBERGER
On the basis of the infqrmatiqn devexqud during the course of this
investigation, we determine that market disruption as defined in Section 406 .
of the Trade Act of 1974 (Trade AFQ),A/_dQQS:POF exist with respect to iméorts

of anhydrous ammonia from the Union of Soviet Socialist Republics (U.S.S.R.).

Background

The U. S. infernational Trade Coﬁmission (Cbmmission)“conducféd the
present investigétion at the request of thévPresidéﬁf. On‘jénuary 18; 1980,
the President announced that pursuant to Section 406(c) of the Tradé Act, he
found‘"reasonable grounds to believé" that market disruption-existed Qith
respect to imports:of Soviet'ammbnia; 2/ In‘coﬁjunction with’thié findiﬁé;
the President imposed an interim qdbta limiting importé of ammonia from thez
U.S.S.R. to 1 million short tons for the year beginning jaﬂﬁary 24:‘1980:v
This emergency aétidn, taken as if the Cémmiééion ha& madé an affifmative
determination, will cease to apply on the day on which the present negati?e
determination is submitted to the Preéident, 3/

This is the second Section 406 invgstig;éion‘which_the.?ommissiop has
conducted within thg{last half year of imports én.SQvieﬁ ammonia. Oq._:
October 11, 1979, the Conission féugd by a three:tp—two mgjoqi;y thag mar-—

ket disruption existed. We strongly dissented from that determination. 4/

1/ 19 U.S.C. 2436.

2/ Presidential Proclamation No. 4714, 45 F.R. 3875 (1980).

3/ 19 u.s.c. 2436(c)(1). -

4/ United States International Trade Commission, Anhydrous Ammonia from the
U.S.S.R.: Report to the President on Investigation No. TA-406-5 . . ., USITC
Publication 1006, October 1979 (Report).




On December 11, 1979, the President announced that the provision of the relief
recomménded by the majority was "not in the national economic interest" and,
therefore, he was not proclaiming such relief. 5/

In initiating the second investigation on January 18, 1980, the President
stated that "recent events have aitered the international economic conditions"

under which he had acted on December 11, 1979.

The present deterﬁination by the Commission has been made on a de novo
basis and takes into account all the information before the Commission. 1In
the preVious investigation, déta we;e not available beyond the first half of
1979. The presentvinvestigatién benefits from data for the full year of 1979
as well as information and predictions based on changes in'ipternational_eco—
nomic conditions.. We have carefully reviewe@ our previous determination and
reconsidered‘0ur findings and‘have reacﬁed the same conclusion: market dis-
E ruption does nét exist with respect to imports of anhydrous ammoﬁia from the

U.S.S.R.

The product and the domestic industry

We foﬁnd no new issues regarding the producf and the domestic industry.
In 1979, amhbnia was produced inAthe United States by 51 cbmpanies operating
at 79 locatiqns throughout_the country. The petitibners in'the previous
investiéation'accounted for 48 percent of domestic production in 1979. Two of

them were also major importers from their facilities in Canada and Trinidad.

57 44 F.R. 71809 (1979).



Rapidly increasing imports 6/

Occidental Petroleum Corp. ships virtually all of its imports of Soviet
ammonia to 10 customers in the United States. These customers purchase a
fixed amount each year over the length of théir contracts, running from 1 to
10 years. U.S. imports from the U.S.S.R. reached 777,000 short tons in 1979
(less than the 1 million short tons anticipated during the last investigation)
and, in the absence of restrictions, are expected to increase to 1.5 million
tons in 1980 and 2 million tons in 1981.

Imports from otﬁer important foreign sources changed'slightly in volume
from 1978 to 1979. Imports from Canada increased 16,000 short tons to 533,000
in 1979; imports from Trinidad increased 56,000 short tons to 332,000 in 1979;
and imports from Mexico fell 40,000 short tons to 309,000 in 1979. The ratio
of all impofts to toﬁal consumption climbed from 8 percenﬁ in 1978 to 10 per-
cent in 1979. The quiet Union has become the largest single foreign supplier
of this product to the United States.

During the last 2 yeats, Soviet ammonia increased its share of ﬁhe domes-
tic market from 2 perceﬂt in 1978 to 4 percent in 1979, one point below the
market sha;e expected for 1979 at the time wé made our previous determina-
tion. Publicly announced targets for imports from the U.S.S.R. have not yet
been met in any year. As we indicated in the previous investigaﬁion, these
imports minimally meet the standard for rapidly increasing imports of section

406.

6/ We find the framework and substance of our joint views in the previous
case, No. TA-406-5, remain valid and have not repeated ourselves here. For
the sake of brevity, we have merely updated previous data and noted changed
conditions. We incorporate our previous opinion by reference. See '"State-
ment of Reasons for the Determination of Commissioners Paula Stern and
Bill Alberger" in Report, pp. 13-43.



Material injury . ‘ .

'We have examined ane& all the relevant economic indicators through 1979
to assess the present health of the domestic indusﬁry. Our examination shows
that the ammonia iﬁdhstry in the United States--which had been experiencing
difficulties since mid-1975, well before Soviet imports began to enter the
Unifed.States--was rapidly recovering at a time when Soviet imports were
increésing to their highest levels. There are many indications that 1980
will be a fine year for this industry.

in 19?9 capacity utiliéatioﬁ rose to 89 percent, 3 peréentage points
higﬁef'thah repérfed'ih the first half of 1979 and a full 12 points higher
th;nAin:i9?8; With new plants coming on stream'and the closure of outmoded
one;,'th; iaréer, newer, more efficient plants now account for 56 percent of
totéllcapaéit§. Capacity for 1980 is greater }han-in 1979.

h Theudfématic decline in profitability of doﬁestic ammonia operations from
1976 to 1578 has reversed itself. The ratio of net'operating profit to total
saieé‘roéé.ffom 1 percent in 1978 to 5 percent in 19;9. Because previous data
showed a';et loss for the first half of 1979, we know that the second half of
1979 mu§£ have been quite profitable to pull the full year profit figure up to
5 pér;ent; ‘

ﬁmpioYﬁehé declined 10 pércent in 1979 compared with that in 1978, but is
up.slighfly from the first half year of 1979. Since U. S. production increased
more than one million tons to a recordbreaking 18.1 million short tons in 1979,
any decliﬂé in émployment in this industry reflects rising productivity, made
possible by heﬁer, more efficient facilities. Shipments reached record high

levels in 197§,.and inventories continued to decline through all of 1979.



- In the previous investigation, we found material injury that resulted from
causes other than imports from the U.S.S.R. In this case, however, we do not
believe material injury exists, but we will carry our discussion through the

causation test for the sake of clarifying all issues.

Threat of material injury

We have already observed that duriﬁg the last half of 1979 the domestic
- ammonia industry'excéeded on virtually all counts the expectations we formed
" in the previous case. (Theseléxpectations were based on developments clearly
underway in the first half énd-tbe Best available predictions.) The strong
recovery that was predicted is well underway; Occidental has not inaugurated
a policy of undérselling domestic ammonia; prices have increased raﬁidly to
increasingly profitable levels. |

It is on the question of threat that the altered international ecoﬁomic
conditions cited by the President have difect'bea;ing._ Barely two weeks after
the President rejected the remedy that the then Cémmission majority had recom-
mended in the previous case, Soviet_troéps invaded Afghéniétan. In partial
response, the President made two decisions which altered tﬁe environment of
the ammdnia market. On January 4, 1980, he announced that the United States.
would limit grain expsrts to the‘U.S.S.R., and:on February 25, 1980, he
ordered an embargo on the exportation of domestic phosphates to the U.S.S.R.
Because production of the crops in question, wheat‘and corn, accognté for a
significant portion of domestic fertilizer demand, and becausé Occidental,in.
effect pays for imported Soviet ammonia with phosphafe exports (e.g.; super-—

phosphoric acid), both these events had a significant bearing on the domestic

ammonia industry.



The impact of these two announcements on the ammonia industry could have
been direct and/or indirect. Direct effects are those which operate in the
first instance in the ammonia market itself. Indirect effects include those
which operate in the first instance in other markets linked in some fashion to
the ammonia industry. We here considered both the direct effects of the phos-
phate embargo as it relates to the U.S.S.R.'s willingness to supply ammonia
and the indirect effects of the grain embargo.

The U.S. Government embarg& on ﬁhosphate eiports has not, according to
Occideﬁtal, affecfea the ability or desire of the Soviet Unioﬁhgo meet its
delivery commitments fof éﬁménih. :Nor has a private boycott of all U.S.S.R.
vessels and cargo inifiétéﬂ by the Inéernational Longshoreman's Association
(ILA) on'Jandary 9,‘1980, Oﬁ Februéryil, 1980, ILA longshoremen in Jackson-
ville, Florida, obeyed a court injunction against the boycott,:and Occidental
reports that no phdsphaﬁe shipménts or ammonia deli&efies have been delayed. 7/
Therefore, we have to aséumevthat éﬁmoﬁia imports frbm the U.S;S.R. will con-
tinue at'épproximately.the 1é§e1s projected, while recognizing that they have
éonsistently fallen.shorﬁ of projectedAiévels;

As for the iﬁdirect effects éf the graiﬁ embargo, nearly 17 million short
tons‘of wheat and éorﬁ contracted to be s§1d to the U.S5.S.R. before October
1980 will not be shippédito the U.S.S.R. To offset the impact of this embargo
on the U.S. agricultural éectof, the Government has offered to.assume the
contractual obligations for approximately 4 million short tons of wheat and 11
million short tons of corn. The Department of.Agriculture (Agriculture) will

take delivery of all of the wheat and élace it in reserve to be used only for

77 Accompanying staff report, pp. A-27 and A-28.



food assistance programs. The balance between supply and demand for wheat
thgs will not change as a result of the embargo. For corn, Agriculture has
revised the farmer-owned reserve system to eliminate most of the embargoed
corn from the market. 8/

Further offsetting developments in the grain markets include the pur-
chase by Mexico of 1 million short tons of corn originally destined for the
U.S.S.R. and poorer-than-expected harvests in Brazil, which will force it to
purchase increased quantities of grain. At present, corn export projections
for 1980 by Agriculture are larger than those made in December 1979, in spite
of the embargo. 9/

The best measure of the overall impact of all these phenomena on the total
demand for corn can be found in an analysis of corn prices. In December 1979,
Agriculture forecast that farmers would rece{ve an average of $2.25 to $2.55
per bushel of corn in the 1979/80 crop year. In March 1980, AgriCUiture pro-
jected that such prices would be between $2.30 and $2.50. The range has
narrowed, but the average is‘unchanged despite the embargo.

On February 29, 1980, the Secretary of Agriculture stated that "farm 6ut—
put and prices are near levels expected before the suspension.” lg/' Agricul-
ture has accordingly dropped plans for a paid land-diversion program for the
1980 crops of wheat and corn. A post-embargo survey of farmers conducted in
January 1980 indicated that 5 to 6 percent more acres of corn will be culti-
vated in 1980 than in 1979. 11/ Forecasts by Chase Econometrics support those

of Agriculture. 12/

8/ See accompanying staff report, p. A-25 for details.

E/ Accompanying staff report, p. A-26.
10/ Ibid.
11/ Tbid.
12/ Chase FEconometrics, Fertilizer Model Forecasts, Feb. 18, 1980, pp. 11-14.
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Thus, the derived demand for ammonia in wheat and cornm cultivation will
not be negatively impacted. In fact, demand for ammonia in 1980 should grow
another 4 percent at a time when its price has already rapidly increased.
With all indicators showing positive trends for the industry during a period
of increasing imports from the U.S.S.R., there is clearly no threat of mate-

rial injury to the domestic producers of anhydrous ammonia.

Significant cause

- We have not been able to find any credible shred of evidence that would
link Soviet imports to any matefial‘injury that the domestic industry has
experienced or may continue to experience.

Our previous examination showed that the significant causes of the injury
the industry had encountered were to be found in increasing costs combined
with overcapacity, which had led to fierce competition, declining prices, and
the closure of older, less efficient plants.. By the end of 1979, 8.0 million
short tons of new capacity, representing 46 percent of total U.S. capacity in
1974, had been added since 1974, most of it coming on stream during 1977 and
1978. The rapid increase in natural gas feedstock.prices continued in 1979 as
the avefage price paid by U.S. ammonia producers reached $1.55 per 1,006 cubic
feet by yearend, 22 percent'highér than in 1978.

Since the last investigation, one additionél'plant has closed. However,
confirming the closure pattern observed in the previous investigation, it was
one of the older, smaller, reciprocating type using outmoded pre-1963 tech-
nology. Moreover, one new plant is openiqg this spring; it is a modern giant

with a capacity of 400,000 short tons per year.



11

Previously, we weré uﬁéble.té.lih; Occid;nﬁai's é;les of.SOQiet ammoﬁia
to any of the problems tﬁen encountefed by thé U.é. industry‘. Since then;
Occidental Petroleum has added one'new customer. As in mosf of the cases of
the nine customers previously analyzed, there are good‘indications £hat price
was not the main reason that this customer selected Occidental. We remain
convinced that most, if not all, of Occidental's customers would have gone
offshore for their amﬁonia purchases in -the absence-of’'Soviet ammonia from the
U.S. market. Otﬁer féreign producers would have little trouble meeting the
demand of Occidental's customers. The presént investigation revealed plans
for new plants in Canada and Trinidad 13/. Also, any Soviet ammonia excluded
from the United States could be diverted to other markets. There it could
directly displace U.S. exports or stimulate other offshore suppliers'to fill
the void created in the U.S. market by the imposition of quotas on Soviet
ammonia. |

'There is no evidence of pfice suppression or depression due to the sub-
ject imports. Coinciding with the period of greatest expansion of imports
from the U.S.S.R., gulf coast spot prices.rose_by-109 percent, from $78 in
July 1978 to $163 in February 1980. 14/ This increase far exceeds the rise
already noted in the price of natural gas, which accounts for two-thirds of
the cost of producing ammonia. The present spot pricé for ammonia, if it
persists, may provide the basis for the rapid return of this industry to

historic levels of high profitability in 1980. The industry experienced

13/ Staff Report, p. A-34.

EE/ The announcement of the ILA boycott may have had some effect on January

spot prices, but with the success of the court injunction of Feb. 1, 1980, any
such effect should have quickly vanished.
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difficulties prior to the introduction of imports from the U.S.S.R. and has
recovered during the period of greatest market penetration by the subject
imports. Clearly these imports are not a cause of injury to the domestic

producers of ammonia.

Conclusion

We have had a rare opportunity in the present case to reexamine the
issues, facts, aﬁd predicﬁions of a previous determination in the light of
additional data and chaﬁgéd international economic conditions. We have found
that the positive trends and predictions we observed in our previous State-
ment of Reasons cpntinued; and generally exceeded our expectations for the
last half of 1979. We have agaip found that there are no indications what-
soever that imports of Soviet ammonia are a significant cause of material
injury or the threat thereof to the domestic industry. The changed interna-
tional circumstanceé have not brought about ﬁarket disruption within the

‘meaning of Section 406 of the Trade Act of 1974.
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Opinion of Commissioner Michael Calhoun

On the basis of the record developed in the course of this investigation,
I determine that market disruption as defined under Section 406 of the Trade
Act of 1974 (hereinafter referred to as the Trade Act)1 does not exist with

respect to imports of anhydrous ammonia from the Union of Soviet Socialist

Republics.

Discussion

The Product and the Domestic Industry

The nature of the product and the relevant domestic industry under
investigation here were adequately described in the Views of Vice Chairman
Alberger and Commissioner Stern in the investigation which was the predecessor
to this one.2 I shall treat the matters of the nature of produét and the
relevant industry in question by way of updating my colleagues' treatment
in that investigation.

Anhydrous ammonia is used both as a major end product in its own right
and also as an intermediate product in the production 6f more complex
chemicals. Nearly 75 percent of the ammonia consumed in the ﬁnited States
is used as fertilizer. As a fertilizer, ammonia can be afplied either
directly to farmland or upgraded into other types qf fertilizer. But
ammonia is also used in the production of explosives, livestock feeds, fibers,
plastics, resins, and elastomers.

In 1979, ammonia was produced in the United States by 51 companies

operating at 79 locations throughout the country. These producers vary in

1/ 19 u.s.c. §2436.

2/ Anhydrous Ammonia From The U.S.S.R.: Report to the President on
Investigation No. TA-406-5, . . ., USITC Publication 1006, October

1979, pp. 13-16. [Hereinafter Ammonia Report]
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size from émall chemical fertilizer producers to large, integrated, multi-
national oil aﬁd chemical corporations, with farmers' cooperatives being
among the largest producers.

Ammonia producing plants may be classified into three general categories,
using size and by the nature of the technolog}; employed. The least
efficient producers are small plants which utilize reciprocating compressor
units and have a capacity of less than 200,000 short tons yearly. The most
efficient produceré are large plants which utilize the newest centrifugal
coﬁéressors ané have a éapacity in excess of 340,000 short tons yearly.

Thé inéermedia;é category includes plants ﬁsing either type of compressor.

In the last decade, in order to increase efficiency and competitiveness,
the domestic inéustry has built several large plants with-thé newest
technology. During this period, the domestic industry has also been wracked
by the escalating cost of natural gas, the major feedstock for the production
of anhydrous ammonia. o |

The'domestic producers who were petitioners in the previous ammonia
investigation accouﬁted for 48 percent of domestic production in 1979.

Two of the petitioners, CF Industfies, Incorporated, and W.ﬁ. Grace and

Comﬁan&, are also major importers by virtue of their ownership of foreign
facilities.
Imports
'b A. The Occidental Petroleum Company--U.S.S.R. Global Agreement
Central to this investigation is the basic 1973 Global Agreement

between the U.S.S.R. and the Occidental Petroleum Corporation of California
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(hereinafter referred to as Occidental). Among other things, Occidental
agreed to provide the U.S.S.R. with design and equipment technology for the
construction of modern ammonia plants. In addition, the Agreement called
for the U.S.S.R. to purchase 20 million tons of superphosphoric acid from
Occidental.l In exchange, Occidental originally committed itself under an
exclusive licensing agreement to purchase and market approximately 2.3
million short tons of U.S.S.R. produced ammonia each year from 1978 through
' 1987 and 1.6 million short tons yearly between 1988 and 1997.2' The prices
paid by Occidental to the U.S.S.R. for this ammonia have been set for
periods of up to three years.

Occidental ships virtually all of its imports of Soviet ammonia for
U.S. consumption to ten customefs in the United States. These customers have
agreed to purchase a fixed amount each year 0ver‘the length pf their contracts
~which run from one to ten years. The purchases are made on a fixed-price
basis with an automatic escalator.clause. In most of the existing contracts
the escalator is an amount of three to six percent per year applicable to
shipmenté in the second and third yéars of the contraét.. Prices for
subsequent years are subject to further negotiations. |

U.S. imports of ammonia from the U.S.S.R. increased from a quantity of
zero in 1977 to 315 thousand short tons in 1978 and to 777 thousand short tons
in 1979.3 Without import restrictions,‘such imports are expected to increase

to about 1.5 million short tons in 1980 and 2 million short tons in 1981.

l/ On February 25, 1980, the President ordered an eﬁbargo upon the
exportation of U.S. origin phosphates to the U.S.S.R.

2/ The quantity of ammonia to be purchased has been subsequently revised.
Appendix G of the Staff Report gives.a detailed analysis of the agreements.

3/ Occidental Petroleum figures indicate that 832 thousand tons were
imported in 1979. :
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B. Other Foreign Sources

The increasing trend in imports from the U.S.S.R. follows the general
trend of increasing imports from some other countries. Imports from Canada
increased irregularly from 93 thousand short tons in 1974 to 533 thousand
éhort tons in 1979. Imports from Mexico similarly increased from 2 thousand
short tons in 1974 to 309 thousand sﬁort tons in 1979. While imports from
all countries quadrupled from 1974 to 1979, the ratio of all imports to

épparent U.S. consumption was only 10 percent in 1979.

Statutory Framework -

Ihis investigation was conducted at the'request of the President under
Section 406(c) of the.Traae Apt; wﬁich, in turn, requires an investigation
on the same basis as that provided for under Section 406(a).2 Section
406(a) (1) directs that the Commission:

[P]romptly make an investigation to determine, with respect
to imports of an article which is the product of a communist
country, whether market disruption exists with respect to an
article produced by a domestic industry.

The term "communist country" is defined under Section 406(e)(7) to mean

o3

"any country dominated or controlled by Communism.'"  The term "market
disruption" is defined under Section 406(e)(2) as follows:

Market disruption exists within a domestic industry whenever
imports of an article, like or directly competitive with an
article produced by such domestic industry, are increasing
rapidly, either absolutely or relatively, so as to be a sig-
nificant cause of material injury, or threat thereof, to such
domestic industry.

1/ 19 U.S.C. 2436(c)
2/ 19 U.S.C. 2436(a)
3/ 19 U.S.C. 2436(a)(1)
4/ 19 U.S.C. 2436(e)(1)
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Section 406(a)(2) directs the Commission to notify directly concerned
agencies, to hold public hearings, and also permits the Commission some
flexibility in defining domestic industry.

Communist Countries; Like and Directly Competitive Products

With respect to the requiremenfs under Section 406(a)(1l) that the
imports under investigation must be products of a "communist country" and
under Section 406(e)(2) that such imports must be "like or directly competitive
with a domestically produced article', I embrace the views of my colleagues
Vice Chairman Alberger and Commissioner Stern in their treatment of these
two mgtters in the previous investigation of imports of Soviet ammonia.

Market Disruption

But for the matter of whether an afticle is "like or directly competitive",
reaching a determination on the question of market disruption under Section
406(a) (1) is obstructed by an overwhelming amﬁiguity as to the meaning of
market disruption uﬁder Section 406(e) (2). The heart of the problem lies
in the-fact that the definition of market disruption under present law was nbt
répcrrted. by either the House or the ‘Senate nor was it part of the bills ‘
passed by either the House Committee oh Ways and Means or the Senate Committee
on Finance. |

The policy undexlying what is now Section 406, as expressed by both

Houses of Congress, is to fashion an effective remedy for domestic industries -

1/ 19 U.S.C. 2436(a)(2)

2/ Anhydrous Ammonia From the U.S.S.R.: Report to the President on
‘Invéstigation No. TA-406-5, . . ., USITC Publication 1006, October
1979, pp.19-21.




18

which are injured by imports from so-called "communist" countries. The

House Report states:

The purpose of section 405 is to provide more easily
satisfied criteria for determining whether injury to
domestic industries has resulted from imports from
countries which are granted nondiscriminatory treatment
under -this title.l

The Senate Report states:

- The purpose.of Section 406 is to provide an effective
remedy against market disruption caused by imports
"from communist countries.2

But as a practical matter, we have little guidance as to the specific

standards to apply in making determinations which would achieve this clear

policy prescription. The bill, as reported by the House, had the same definition

"of market disruption as did the bill as introduced.3 It provided in Section

406(c) that

[MTarket -disruption exists whenever imports of a like or
directly competitive article are substantial, are increasing
rapidly both absolutely and as a proportion of total domestic
consumption, and are offered at prices substantially below
those of comparable domestic articles.%

The bill as reported out of the Senate provided in Section 406 that

Market disruption exists within a domestic industry whenever
an article is being, or is likely to be, imported into the
United States in such increased quantities as to be a signi-
ficant cause of material injury, or the threat thereof, to
such domestic industry.

Trade Reform Act of 1973: Report of the Committee on Ways and Means . . .
H. Rept. No. 93-571 (93rd Cong., lst Sess.), 1973, p. 82 [Hereinafter
House Report].

Trade Reform Act of 1974: Report of the Committee on Finance . ., ., S, Rept,

93-1298 (93rd Cong, 2nd Sess.,), 1974, p. 210 [Hereinafter Senate Report],
H.R. 10710, 93rd Cong., 1lst Sess., 1973, p- 135 (as introduced).

Ibid., p. 135 (as reported by the House).
H.R. 10710, 93rd Cong., 2nd Sess., 1974, pp. 277-278 (as reported by Senate).
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Thus, the House established a three criteria test requiring a showing
that imports are (a) at '"substantial levels", (b) "increasing rapidly" both
in an absolute sense and in proportion to domestic consumption, and (c¢) being
offered at prices substantially below those of the domestic articles in
question., The Senate bill established a princiﬁally two step test requiring
a showing that imports are coming in or are likely to come in (a) "in such
increased quantities'" and (b) so as to be a "sighificant cause'" of "material
injury" or "threat thereof".

. The test we are reguired to ;pply under current law differs from these
two preliminary formulations in several important respects. First and most
striking, the articulation of the concept of market disruption which is
controlling here is without any reference to the price or pricing practices
addressed in the House bill. Second, the House requirement that the level
~of imports must be 'substantial' in the first place has disappeared. As
well, the open ended and variable Senate concept of the import level at
which erther inquiry would be triggereﬂ has givenlway to the pfescription
in the House bill. The House requirement was more rigid and, seemingly;
‘more demanding in requiring that; irrespective of the measure of harm
suffered by the domestic industry, imports must first be "increasing
rapidly". |

Fourth, present law permits measuring "increasing'raﬁigly" either
absolute or relatively. In contrast, no such provision was in the Senate-:
bill and the House bill required a finding that increases havé been absolute and

in relation to domestic consumption.
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In addition, the current test incorporates the Senate causality
requirement that the import level identified as determinative must 'be
a significant cause'" of the resulting harm. And finally, current law
adopts the Senate standard that the import level identified as unacceptable
have a significant nexus to a harm that is "material or to such threatened
harm. Consequently, the market disruption standard we are to apply in this
and, indeed, all cases arising under Section 406 of the Trade Act, requires
a determination from the House bill that imports (a) are "increasing
rapidly", absolutely or relatively, and‘froﬁ the Senate bill (b) in so
increasing, are a "significant cause" of '"material injury" or '"threat
thereof".

In view of this amalgamated and patchwork standard, proper and precise
application is sorely dependent upon those expressions of legislative intent
"incorporated in the respective reports of the House Ways and Means
Committee énd the Senate Committee on Finance, as the Conference Report
is not helpful in tﬂis regard.l Unfortunately, the confusion and ambiguity
arisiné from the inconsistencies between the versions of the bill passed by
eéch House in addition to the inconsistencies between those versions and
the language ultimately passed into law, carries, as well, into the effort
to understand the legislative history. Caution is, therefore, warranted
when looking to the respective Committee prints for purpoées of clarification
and amplification. Nonetheless,.the Committee prints, however ambiguous,
provided the only real direction available to us in applying the market

disruption definition.

l/ The Conference Report is largely a technical recordation of the compromises
reached in reconciling the differences in the bills reported by each House.
There is little in the way of discussion that would shed light on reasons
for one House yielding to the other. See Conference Report No. 93-1644
(93rd Cong., 2nd Sess.), 1974, p. 15.
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Increasing Rapidly

Two of the only consistentbfeatures in the House and Senate definitions
of market disruption are, as observed above, the underlying policy that this
section is to afford the domestic industry improved opportunities for remedy
in the face of injuyrious behavior by "communist'' imports and that expanded
levels of such imports is the action against which remedy could be given.
Thus, the threshold question in finding market disruption is to determine
that level of importation which is such that imports can be said to be
"increasing rapidly’”, having in mind the underlying policy that this
provision is to enthance the ability of a domestic industry to obtain. relief.

The requirement in current law that imports from ''communist" countries
must be increasing rapidly comes from the House bill. But, the.report of the
Ways and Means Committee is silent as to what it envisioned in using the term.

)

However, in using the criteria "in such increased quantities as to be...',

the Finance Committee observed that it

[Rlecognizes that a -communist country, through control of
the distribution process and the price at which articles

are sold, could disrupt the domestic markets of its trading
partners and thereby injure producers in those countries.
In particular, exports from communist countries could be
directed so as to flood domestic markets within a shorter
period of time than could occur under free market conditions.
In this regard, the Committee has taken into account the
problems which East-West trade poses for certain sectors of
the American economy. (Emphasis added.)1

1/ Senate Report 93-1298, (93rd Cong., 2nd Sess.), 1974, p. 210.
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And further, the Committee observed that,

The increase in imports required by the market disruption

.criteria must have occurred during a recent period of time,

as determined by the Commission taking into account any

historical trade levels which may have existed.l
While I hasten to reiterate that the Committee is not, here, addressing
the language fincreasing rapidly", its views are, nevertheless, instructive
in attempting to establish a standard for measuring that level of increased
imports that may be found to be a siginficant cause of material injury or
threat of material injury.

Firét,'although the language used by each House,
in this regard, is plainly different, both sets of language are formulated
to achieve nearly iden;ical objectives.2 Therefore, in view of the peculiar
gircumstances of the legislative.history, the Finance Committee's views on
.Athig_matter should Be read to the maximum reasonable extent to also color
the meaning of "increasing rapidly". Second, thé House language seems, overall,

to be a more difficult test to meet than that in the Senate bill.3

1/ Senate Report, supra, p. 212,
2/ See p. 18.°

3/ The House definition requires satisfaction of fairly stringent criteria
placed on discrete factors: thus, the bill requires that import levels
must be "substantial"; that the increase in imports must be "absolute"
and "as a proportion of..."; and that prices must be "substantially below"
all in addition to which imports must be rising "rapidly". See, H.R. 10710
(as reported by House), supra p. 35. The Senate language, however, calls
for a sequential weighing of integrated factors: Imports must be "in such
increased quantities as to be a significant cause of material injury or
threat thereof." See, H.R. 10710 (as reported by Senate), supra p. 277-278.
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Thus, having regard for the compelling reason to read the House
language of "increasing rapidly", to be, to the maximum reasonable extent,
consistent.with the Finance Committee's perspective on its‘test'and'having
regard for the House definition of market disruption being, overall, more
restrictive than the Senate's, the Finance Commiftee's_views well serve
as a minimum standard for determining the meaning of "increasing rapidly”
as used in Section 406(e).

In circumscribiﬁg'the'exercise of discretion to be used in determining
_that level of importation at which imports could bé'a cause of material
injury, the Finance Committee observed thét the'circﬁmstance to be addressed
is that in which "communist" imports could "flood" the domestic markét.l
Consequently, as a minimum, then, the operative notion under Section 406 (e)
would seem to be "flood".

In common usage, "flood" is understood to mean "to cover or.overwhelm...
inundate, deluge".2 Deluge implies "an irresistable rush of something"3
and inundate suggests ''to overhwelm by great numbers of éuperfluity of
something; swamp."é By comparison, 'rapidly" plainly deﬁotes sémething
entirely different, but its connotation fits well within the Finance
Committee's view of the character of the importaﬁion in question. '"Rapid"

is understood to suggest that which is

1/ Senate Report, supra, p. 210, _

2/ Webster's Third New International Dictionary (Unabridged), 1971, p. 873.
3/ Ibid., p. 598.

4/ Ibid., p. 1188.
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[Mlarked by a notably high rate of motion, activity,

succession, or occurence: requiring notably little time:

not slow or retarded... marked by abrupt action or decision

without delay or hesitation.l

Clearly then, in view of all the various and complex considerations
which proper interpretation of Section 406(e) requires, the most reasonable
interpretation of iﬁcreasing rapidly must be strongly colored by imports
increasing, in an empirical sense, so as to suggest an inundation, a high
rate of motion over a short time, an abrupt action.

There can be little question that Soviet imports of ammonia have been
4increasing steadily. 1In 1977 there were no Soviet imports. In 1978,
Soviet imports represented 2 percent of domestic consumption. In 1979,
they had captured 4 percent of consumption. In absolute terms, in 1978,
Soviet imports amounted to some 315 thousand short tons and grew to 777
thousand short tons in 1979. Such a doubling in ma;ket share and more
than doubling in absolute volume over a two year‘period is significant.

To be sure, this inérease is in contfast to the relatively static volume
and maiket penetration of nqn—SoQiet imﬁorted ammonia which have remained

at approximately 1.1 million short tons over the past two years and at

about 6 percent market penetration.

1/ Webster, supra, p. 1188.
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But to find that this increase in the level of imports, however
steady or significant, sufficiently touches upon a notion of inundatioﬁ,
abrupt action, or high rate over a short time in the sense of what appears
to be a reasonable interpretation of "rapidly increasing" is not so clear.
First, it cannot be ignored that Soviet ammonia is a new entrant to this
market. Thus, the reference to a historical level of zero will necessarily
make a rate of increase appear to be very significant in both absolute as
well as relative terms. Successful new entrants into a market will often
show marked increases in volume and even in market share from one year to
the next in the initial years of the market entry without requiring a
conclusion that such an increase is abrupt or inundating.

In addition, since the thrust of what is meant by increasing rapidly
reasonably includes a notion of high volume and short time, further note
must be taken of the circumstance under which Soviet ammonia arfives into
this country. The strategy used to market Soviet imports consists of
entering into long-term, fdrward pricing contracts for a prescribed volume
of ammonia. Testimony is on the record that Occidental's imports ﬁill
never amount to the full 2.3 million shqrt tons per year they have agreed
to purchase from the U.S.S.R. Occidental negotiates with potential
customers and obtains letters of intent to purchase specific quantities

of ammonia at certain prices, then, in turn, agrees on terms with

1/ In this connection, nothing in the legislative history suggests that
either House intended its formulation of market disruption to deter the
establishment of a respectable market share for imports from "communist
countries". .Indeed, the Senate Finance Committee observed that "a’
reasonable quantity of such materials could be imported from communist

countries without market disruption'. Senate Report, supra, p. 211.
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the U.S.S.R. at fixed prices for specific periods of time. The initial
coﬁtracts under which Occidental is presently selling the bulk of the
Soviet ammonia are for periods of up to ten years with fixed prices during
the first three years. The prices in the second and third yeérs, 1979

and 1986; are subject in most cases, to escalation clauses agreed to in
1976~1977, thch proﬁide for price increases ranging from 3 percent to

6 percent per year.

Thus, in contrast to a circumstance in which there is an inundation
of imports or a high rate of ammonia imports over a short time, we are
faced here with new imﬁorts which have grown from a 2 percent market
penetration in the first year of impprtation‘to a 4 percent market
penetration in thevsecond year. In absolute terms, we are dealing with
rather modest levels of imports, 315 thousand short tons in 1978 and
777 thouéand short tons in 1979, whose growth cannot be said to be
unreasonabié in the sense of the increasing rapidly as discussed above.
Furthermore, contracts already secured for 1980 and 1981 do not reveal

trends that radically differ from this pattern.1

1/ 1Information on future imports associated with existing contracts
was submitted to the Commission in confidence.
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Moreover, these are imports for which contracts were made years in
advance, with prescribed volumes and predetermined prices. The contracts
are known to the market piace and, in most instances, are with domestic
purchasers who formerly consumed captive ammonia. I am, therefore, unable
to find that either under the guidance of the Senate Finance Committee
language, or, indeed, on the very face of the language itself that, with
regard to the question of present material injury, Soviet imports of
ammonia are increasing rapidly.

Having, thus, disposed of .the question of whether Soviet imports are
increasing rapidly within the frémework of material injury does not, in this
case, necessarily resolve this question in the context of a significant
cause of threat of material injury. This casé presénts the unique circum-
stance in which the importer has every intention, barring some unforeseen
circumstance, of importing in the future at a predetermined level. While
such an intention, though strongly expressed and sffongly pursued, to me
seems to be too speculative to have a bearing on é finding of increasing
rapidly with respect to present-injury, the special nature of the circum-
stances and procedures of the imports in this case do seem to raise this
question as it goes to a finding of threat of material injury. Conseqpently,
if imports were, in'fact, to come in as intended By the impofteg, the
question exists as to whether imports are increasing rapidly with a view
to threat of material injury.

After two years of importation, after having achieved an importation
level of over three quarters of a million short tons, and in view of cohtracfs
for:future purchases, Soviet imports haye well established themselves in

this market and have established a sound base period against which to compare
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growth., By its testimony, Occidental fully expects, absent unforeseen
circumstances, that its imports of Soviet ammonia will, indeed, continue

to grow. Occidentallexpects to import approximately 1.5 million short

tons in 1980 and 2 million short tons in 1981. 1If the 1980 level is
reached, this would be approximately 7 ' percent of the projected domestic
consumption for 1980, an improvement of over 80 percent above that in 1979.
Moreover, the growth from a 4-percent market share to possibly a 7.3 percent
share, if achieved, would represent a one year advance in penetration nearly
equal to that achieved in the first two years-of importation. Such an
expansion seems to well-refiect the flavor of inundation and abfupt action
.contemplated undef Section 406(e).

To compound this rather dramatic-potential relative increase, the
potential absolute growth in imports above that of the 1979 level, likewise,
touches the concern implicit in the concept of increasing rapidly. Without
reaching a conclusion as to the actual health of the domestic industry, 777
thousand short tons of ammonia is a significant order of magnitude. It is
a level such that the potential impact on‘fhe domestic industry of an
additional 700 thousand or so short tons is substantially different than
the impact of that amount when there had been no previous imports. Thus, such
an expected growth, in one year, from the 777 thousand short tons it took
two years.to reach to the 1.5 million short tons expected for 1980, if
achieved, would be an absolute increase in imports also of an order and
chéracter that well falls within the color of abrupt action, high rate of
motion requiring notably little time, and inundation.

Therefore, I find that imports of Soviet ammonia are increasing rapidly

to the extent this consideration bears on the question of threat of material

injury under Section 406(e).
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Material Injury

Since I have concluded that Soviet imports of ammonia are not
increasing rapidly with respect to present injury, it is not necessary for
me to consider the question of whether the domestic industry is suffering
material injury. Nevertheless, having reviewed the record on this matter,
I join in thé tfeatment and conclusion of my colleagues, Vice Chairman
Alberger aﬁd Commissioner Stern, on the question of whether the domestic
industry is, at all, suffering material injury in this case. However,

1 disassociate myself with that part of their views on this matter which
may incorporate their belief, as expressed in the previous case,l that the
Trade Agreements Act of 1979 is useful in understanding the meaning of
"material injury" as it is used in Section 406(e) of the Trade Act of 1974.

Threat of Material Injury

Since I have found that Soviet ammonia imports are increasing
rapidly with regapqrtorconsiderations as to fhe-presence of threat of
materigl injury, it is necessary for me to reach aAconclusion as to
whether the domestic industry is, in fact, faced with this threat. 1In
this connection, I, again, join in the‘treatment and conclusion of my
colleagues, Vice Chairman Alberger and Commissioner Stern, on the-qﬁestion
of whether the domestic industry is faced with a<threat of"material
injury. |

Overdependence

Testimony was offered in this case that the concept of "market

disruption' under Section 406(e) incorporates a notion of "overdependence"

1/ Ammonia Report, supra,
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in addition to that provided for on the face of this section. Support

for this intérpretation is largely based on language found in the Senate
Finance Committee Report.l However, the completely confused origin

of this provision, as I have discussed, obstructs an easy understanding

of its meaning and intent. Thus, caution is warranted when relying on
expressions of intent in the respective Committee reports even when such
expressions go to ;angﬁagg used in present law. But to look to the report of
one Committee fo; support in'advancing a theory not expfessly provided for

on the face of this section, nor in any of its‘prior forms, seems to go
beyond the reasonable limits of statutory interpretationm. Consequently,

I find that Sectlon 406(e) does not contemplate overdependence as a’ discrete_
theory to be considered in ;eachlng a~conclus1on with regard to the

existence of market disruption.

1/ Senate Repoft,'suéra; pp.<210w21l;

2/ Even if Such a theory might be cognizable under Section 406(e), it cannot
be ignored that it is the well established practice of this institution,
founded both upon law and prudence, that in fulfilling its statutory
obligations.the Commission relies upon objective rather than subjective
factors. The core of the obJectlve factors that have been considered in
discharge of the Commission's responsibilities overwhelmingly have to do
with economic considerations. Nothing on the face of this section, in any
of its prior forms, nor, indeed, in the legislative history, remotely
suggests that Congress intended Section 406 (e) as mandate for this body
to stray from its usual practice. Thus, while from a trade policy or
foreign policy perspective, it is worthy of concern that this
country could be dependent upon the Soviet Union to satisfy as much as
10 percent of the domestic consumption of ammonia, action based upon such
a concern, unsupported by reference to the traditional objective factors
looked to by this institution, goes beyond this body's jurisdiction.
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STATEMENT OF REASONS FOR THE AFFIRMATIVE DETERMINATION OF CHAIRMAN
CATHERINE BEDELL AND COMMISSIONER GEORGE M. MOORE
This investigation is before ‘the Comimission as the result of a request by
the President. The President stated that 'there are reasonable grounds to
believe" that imports of anhydrous ammonia (ammonia) from the U.S.S.R. are
causing market disruption within the meaning of section 406 of the Trade Act
of 1974. On January 28, 1980, the Commission instituted investigation No.
TA-406-6 to detefmine whether imports of ammonia from the U.S.S.R. are causing
such market disruption.
The term "market disruption! is defined in section 406(e)(2) of the Trade
Act of 1974 as follows:
Market disfuption exists within a domestic industry whenever
imports of an article, like or directly competitve with an
article produced by such domestic industry, are increasing
rapidly, either absolutely or relatively, so as to be a
significant cause of material injury, or threat thereof, to

such domestic industry.

In accordance with section 406(a)(l), the Commission is to examine the impact

of imﬁorts §f amﬁonié from the U.S.SJR.’Qn'thé-dbmestic industry producing a
like or directly competitiﬁe article. Ammonia is identical in physical charac-
teristics and quality regardless of source; thereforé, for the purpose of'this
investigation, we consider the domestic indﬁstry to be the facilities in the
United States devoted to the production of ammonia.

In 1979, 51 companies operated ammonia plants at 79 locations with a total
operating design capacity‘of 20.4 million Shbrt tons ber year. 1In comparison,
in 1978, there were 59 domestic firms-at 93 locations with an operating design
capacity of 22 million short tons pfoducing ammonia. boméstié producers: range .
in structure from small chepical ot fergilizer compénies to large ingegrated
multinational oil and chemical corporationms. 'Some;df the largest aémonia pro-

ducers are farmer cooperatives.:
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In order to make an affirmative determination of market disruption, the
Comﬁission must find that imports afe "inéreasing rapidly, either absolutely or
relatively."” This requirement reflects the concerns of Congress regarding the
ability of Communist countries to direct their exports by virtue of their con-
trol of distribution'aﬁd_priée "so as td flood domestic markets within a shorter
time period than could occur undér free market conditibn." 1/ Although the
term‘"increasing rabidly" ié not statutorily defined, the Senafe Finance
Committee réport on the_Tradé Act provides further guidance as_to’its meaning:

The inérease in imports,réquired by the market disruption

criteria must have occurred during a recent period of

time, as determined by the Commission taking into account

any historical trade levels which may have existed. 2/
1t is clear éhat the incxease in imports can be gither absolute or relative
and must have been recent in fime. The increase in imports must also have been
rapidvand of a magnitude to be a sigﬁificant cause of material injury within
the meaniﬁg of the act. 3/ |

In 1973, Occidental Pe;rolguﬁ Corp. entered into an agreemgnt with the
So?iet Union which, among other things, gave Occidental.the exclusive right to

any specified-ampunt of Soviet ammonia fbr sale in the United States

beginning in 1978. Prior to 1978, there were no imports of ammonia from. the
U.S.S.R. ekcept a nominal amount in 1976. More than 300,000 short tons was
jmported in 1978, and imports further increased to 777,000 short tomns in 1979.

Occidental has advisédthatvﬁthout,import restrictions imports will total about

1.5 million short tons in 1980 and 2 million short togs in 1981.

1/ U.S. Senate, Trade Reform Act of 1974: Report of the Committee on Finance
. . ., S. Rept. No. 93-1298 (93d Cong., 2d sess. ), 1974, p. 210.

2/ Ibid., p. 212.
3/ Statement of reasons for determination of Commissioners George M. Moore,

Catherine Bedell, and Italo H. Ablondi, and views of Chairman Joseph O. Parker,
in Clothespins Prom the People's Republic of China, the Polish People's
Republic, and the Socialist Republic of Romania: Report to the President on
Investigations Nos. TA-406-2, TA-406-3, and TA-406-4 . . ., USITC Publication

902, August 1978.




33

Imports of ammonia from Fhe'U;S.S.R. were equal to about 2 percent of
domestic productioﬁ in:1978 aﬁd'incfeased to 4 percent in 1979; they will rise
fo a level alﬁost equal to‘12 pércent of domestic production in 1981.

Considering historical trade levels and increases occurring during the most
recent period of time, it is clear that these imports are increasing rapidly,

both absolutely -and relatively, within the meaning of section 406.

Section 406 also requires that the rapid increase in imports be a -

"signiticant cause of material injury or tnreat thereof'" to a domestic

industry. Like the term "increasing rapidly," the statutory terms "significant

cause'' and "material injury, or threat thereof'" are not defined in the
statute but are discussed in the legislative history of this section. These

terms should not be confused with the causation and injury standards of

section 201, which is structured to permit the Commission to address

the problems of increased imports from all sources, whereas section 406

is specifically designed to address the unique problems of imports from

nonmarket economies. In explaining the difference between the causation
standards of section 406 and section 201, the Finance Committee Report

states:

This market disruption definition contained in the
Committee bill is formulated along lines similar to

the criteria for import relief under section 201 of this
bill. However, the market disruption test is intended
to be more easily met than the serious injury tests_in'
section 201. While section 201(b) would require that
increased imports of the article be a '"substantial
cause" of the requisite injury, or the threat thereof,
“to a domestic industry, section 406 would require that
the article is being, or is likely to be, imported in
such increased quantities as to be a "significant cause"
of material injury, or the threat thereof. The term
"significant cause" is intended to be an easier standard
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to satisfy than that, of "substantial cause". . . ..

In addition, the term "material injury" in section 406

is intended to represent a lesser- degree of ‘injury than
the term "serious injury" standard employed in section

201. .1/ - -

It is clear from these legislative comments that a "significant cause"
in section. 406 investigations must.-be an important: and factually identifiable .
cause, but the causation requirement -is intended to-be more.easily satisfied
than the requirement ;n'section.ZOI._

The';ermnqmate;ial‘injury,_or threatAthergof"‘is-ﬁot defined in ;he
statute;-hﬂpweven, the statutory‘history4indicates that the térm as used in
section 406 is intended to,represént a lesser degree of injury than the
"seriogs‘injury”~standard of section 201.

When: imports of ammonia from the U.S.S.R, commenced in 1978, the domestic
industry was in’a substantially: weakened competitive position. The industry's
vulnerability was due in part to-unused capacity resulting from the expansion of
production-facilities; in_ the mid—1970fs, and the increasing costs of natural
gas. |

In 1978, U.S. production of ammonia decreased from the 1977 level. 1In
1979 it increased oﬁly 2.7 percent above the level attained in 1977, the last
year in which there were no U.S. importsof-Soviet ammonia. At the same time, the
U.S. producersfyshgré‘ofLA6m;§tic é;nsuﬁ;¢i6ﬁ décfe;sedlbf 4:pe£centifrom the
1977 share, despifé 5'§fpé;cep£‘inprease in.consumbtiona

U.s. ammonia.pfqducti;e;capacity roéé'frbmAl7.2‘miilion short tons in
1974 to 22.0 millian short tohs.iﬁ,l978,.repreéenting,gg increase of'28 percent.

However, since 1978;.wh§n ammonia imports began to enter from the U.S.S.R., U.S.

productive capacity.haé declined by 5.7 bercent;

1/ U.s. Senate, op. cit., p. 212.
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In 1978 and 1979, 31 U.S. ammonia-~producing plants with a capacity of
3 million short tons were forced to close because their continued operation
was unprofitable. The closing and idling of these ammonia plants was the
single cause of the increase in domestic ammonia capacity utilization from
77 percent in 1978 to 89 percent in 1979. Seven of Occidental's 10 1oﬁg-
term contract customershaveclosedvdomestic'ammonia—producing plants énd replaced
the output of these facilities with imported low-cost Soviet ammonia.
The number of prqduption and related works engaged in producing ammonia

in the United States increased steadily from 3,828 in 1974>to,4,744 in 1977.
In 1978, the first year ammonia waé imported by Occidental from the U.S.S.R.,
the number of such workers decreased to 4,610; the pumber decreased further,
by 10 percent, to 4,137 in 1979. The number of hours such workers were employed
followed the same trend, increasing steadily from 8.4 million hours in 1974 to
10.3 million hours in 1977 but subseqﬁently dropping to 9.9 million hours in
1978 and 8.4 million hours in 1979.

~ Natural gas accounted for 64 percent of the cost of producing ammonia in
1978. The average price paid by U.S. amhonia producers for natural gas increased
_from_$0.48 per 1,000 cubic feet in 1974 to $1.55 per 1,000 cubic feet in 1979.
While the rising cost of natural gés contributes to the problems experienced by
the domestic industry, 1ow—pficed imports from the U.S.S.R. threaten material
injury to this industry, which is also faced with a severe costfpriée squeeze.
While natural gas cost $1.55 per 1,000 cubic feet on the average in 1979,
32 pefcent of the ammonia produced in the United States in 1979 used gas that
cost more than $2.00 per 1,000 cubic feet. - The cost of~ﬁatural gas and, hence,
the cost of ammonia production, will continue to increase and exacerbate the

threat of material injury to ammonia producers from imports of Soviet ammonia.



3é

Available profit-and~loss:data show net operating profit from domestic
ammonia operations declining from $316 million in 1976 to $149 million in
1977 and to. $10:million in 1978. In 1979, the profit level increased to
$68 million, which was 220 percent below the profit level of the domestic
industry in-1977.

OCCidentalvhas,contréctea with the U.S.S./R. to purchase annual quantities
of ammonia during the 20-year period. beginning in 1978. The contract has been.
modified several times, obligating -the Soviet Union to supply increasing
quaﬁtifié§ of ammonia..to-Occidental for sale in the United States.

Oc¢cidental estimates that approximately 1.5 million tons of .ammonia will
be-imporféd in 1980 and 2 ‘million tons will be. imported in 1981. Even if the
" Department ofaAgricﬁlture%*estimates of a 1.1-million-ton increase in ammonia
COnsumptidh'this year are accurate; .the domestic industry is imminently
threatened Witb'thé'captuIe“of'most if not--all of this inecreased consumption
by ngiet imports.

‘fhé-strategy used to market Soviet imports consists of-gntering into long-
term"forﬁard-price»cbntracts. -Occidental negotiates with potential
customers  and obtains letters of intent to purchase quantities of ammonia at
certain pricestand-then,-in turn, -agrees upon prices and quantitiesbwith the
U.S.S.R., with prices fixed for specific periods of time. The contracts
under which Occidental sells.to its customers are for periods up to 10 years
at prices fixed'for périods not exceeding 3 years. The prices in the second
and third years are fixed except for nominal .increases through escala-
tion clauses ranging.in most cases.from 3 percent to 6 percent a year.
Occidental is thus-able to.offer ammonia in the U.S. market at firm prices
for specified periods of-time by virture of the arrangements it has been able

to make with its Soviet supplier. The production and sale of ammonia by the
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U S.S.R. is a governmental operation and, therefore, does not have to be
‘responsive to the dlsc1p11nes of the free-market economy in which the U.S.
industry competes.

The pricesvat which'the imported ammonia was sold in the first year of
" the contracts appear to have been comparable with.U.S. market prices at the
time these forward;orice contracts were entered into. However, in 1980 and
1981, the price at the time of delivery, even with the application of a price-
escalation clause, will be helow ﬁ.S. market prices of domestically produced
ammonia.

The forward oricing'of'Soviet ammonialserves to aggravate the cost-price
squeeze with which the AOmestic ihdustry is faced. U;S. producers which are
confronted with rapidly increasing costs of natural gas are unable to compete
with the long-term contracts.made.available hy the U.S.S.R. Price of U.S.-
produced ammonia have rieen since 1979 to cover the escalating costs of
ammonia production;nthe prices of ammonia from the Soviet Union have increased
only slightly. Thus, the disbarity in prices is greater today than in 1979,
and consequently substantial sales will be lost ‘to Soviet imports in 1980.

By reason of Occidental s unique ability to forward price through long-
term arrangements with_the U.S.S.R., imports from the U.S.S.R. are able to
penetrate the U.S. market to an unlimited‘extent. ~Apparent domestic consumption
increased by abproximately SOb,OOO short tons ih 1978, or about 3 percent over
that in 1977. -In 1979, domestic consumption increased further by 1.2 million
short toms, or by 7 percentt Imports from the U.S.S.R. eupplied approximately
65 percent and 38 percent of this growth in 1978 and 1979, respectively. But
for the.declaration of a force majeure by the U.S.S.R. in January 1979, which
caused its failure to meet early 1979 delivery commitments, Soviet import

penetration would have been substantially higher.
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Soviet ammonia production éapacity‘isbschéduled to déuble between 1977
and 1982, increasing from.i7 ﬁillibﬁ short tons to 34 million sﬁort tons..
Soviet ammonia production capac1ty, which was about 20 percent less than U.S.
ammonia production capac1ty in 1977, will be aboué 60 percent greater than
U.S. ammoﬁla productlon capacity in 1982 ‘This tremendous growth in Soviet
productive capacity over a mere 5—year period does not appear to reflect
either Soviet or wof;d ﬁarket needs and éonseqﬁently_poses a threat to the

domestic industrj.

In October 1978 a CIA report entitled Soviet Chemical Equipment Purchases

from fhe‘West: Impact oﬁ Production ahd Foreign Trade predicte& that Soviet
exporté of amﬁoni; "Qill'bé an imbortant destabiliziné factor iniworld émmonia
markéts in the 1980's." 'Tﬁis report fﬁrther stated-that "producers inlthe
developedvWesgerﬁ countfies aimost certainly will Se‘affeétedA. . . with
depressea prices and profits in étoré.” |

A fﬁrther siénificaﬁg consequencelof tﬁese sales could be the pbﬁential
dependeﬁce<on the U.é.S.R..fﬁr a vifal raw matgrial.. Tﬁis was. of particular
concerﬁ toﬂthe Seﬁate Finance Committee,whiéh stated in its repoft ﬁhat it
"expecés tHe Commission éna the freéiden; to monitor caréfuliy import'trends
and to view each case with the.gqai'of preventing imprudent deﬁeﬁdence on a
nﬁnmarket economy for a vital material?" 1/ Certainly the ability éf ﬁhe
United States to maintain our highly efficient agricultural production
is vital to our economy and to.the.free world, wﬁich is also the beneficiary
of our agricultural efficiencf.

Dependence on Soviet-produced and Soviet-supplied ammonia for a signi-
ficant portion of our nitrogén requirements will place our agricultural and

other national requirementts in a vulnerable position. Ammonia plants are

1/ U.S. Senate, op cit. p. 211.
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capital intensive. Capital requirements will be difficult to obtain to meet
current and_future needs if the market structure is disrupted by Soviet-

~ produced ammonié which is marketed under terms and arrangements with which
the U.S. industry cannot compete because of the disciplines of a free-market -

economy.



40

Conclusion

Much ‘Has been ‘said dbouf the recent recovery of the domestic ammonia’
industry froﬁ~thé'briﬁk'ﬁf”éééibhé”ihjUryf'5Yet’this modest recovery, which -
has occuirred only in the Iast ‘6 months, has not removed the threat of material
injury. Ammonia imports from the U.S.S.R. in 1980 will be 100 percent greater
than in 1979, and in 1981 they will be 150 percent greater. 1In the absence
of U.S. Government restrictions, it is almost certain that imports from the
U.S.S.R. will continue to increase rapidly in the years beyond 1981.

The 5-percentage-point improvement in the operatiﬁgAprofit ratio of the
domestic industry in‘1979.and the 6-percent increase in.production pale into
insignificance when examined in the light of the dismal prospects for the
future of this industry.

It is utter naivete to suggest that the domestic ammonia industry can
compete in a price-sensitive market with the onslaught of Soviet imports
whose low prices are guaranteed to'driQe U.S. purchasers away from domestically
produced ammonia. The suggestion that the domestic industry can compete in the
U.S. marketplace with Soviet imports which are certain to be -offered for sale
at prices wﬁich do not include the escalating costs of natural gas, labor, capital
improvements, financing, environmental protection costs, and the like ignores the
basie economic facts of life in the early years of this decade in our Nationm.

It is inevitable that unrestricted imports of ammonia from the U.S.S.R. in
the future will make the U.S. farmer more dependent on foreign sources for
fertilizers. This fact makes more meaningful the admonition of the Senate
Finance Committee when it stated that in proceedings of this nature it expected

this Commission to prevent "imprudent dependence on a nonmarket ecomomy for a

vital material".
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Therefore, on the basis of the foregoing, we have determined that the
criteria of section 406 of the Trade Act of 1974 have been satisfied for an

affirmative determination of market disruption.






SUMMARY

On January 18, 1980, the President requested that the U.S. International
Trade Commission (Commission) conduct an investigation under section 406 of
the Trade Act of 1974 concerning imports of anhydrous ammonia from the
U.S.S.R. In response to this request, the Commission instituted investigation
‘No. TA—406—6 on January 28, 1980. A public hearing in connection with this
'investigation was held on March 3, 1980. |

This is the second'investigation ﬁhe Commission has conducted under
séction 406 concerning imports of ammonia from the U.S.S.R. In December 1979
the President rejected the Commission's recommendation to iﬁpose quotas on
imports of ammonia from the U.S.S.R. One month later, however, the President
" announced that "receﬁt events have altered the international economic
conditions'" and took emergency action to impose a I—year quota. Developments

since the Commission's previous determination in October 1979 include:

December 27, 1979— U.S.S.R. troops invaded Afghanistan.

January 4, 1980---- The President announced the United
States would limit grain exports to the
U.S.S.R.

January 9, 1980---- The International Longshoremen's

Association imposed a total boycott
against trade with the U.S.S.R.

'~ January 18, 1980-—— The President ‘imposed a quota on
: imports of ammonia from the U.S.S.R.

February 25, 1980— The President ordered an embargo upon
the exportation of U.S.-origin
phosphates to the U.S.S.R.
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Nearly 75 percent of the ammonia, consumed in the United States is used as
fertilizer. There was a surge in U.S.. ammonia productive capacity in the
mid-1960's, which, was triggered by innovations in production technology. The
new plants were larger than the older plants .and offered considerable
.. economies of scale.. Fifty-one.companies produced 18.1 million short tons of
ammonia at 79 locations in the United States in 1979. ., .. . .«

Beginning in 1971, the U.S.S.R. embarked. on an ambitious program .to -build
40 large. ammonia plants by 1982. 'Most of the new ammonia plants in the '

- U.5.8.R. are financed through countertrade arrangements. One such " -.
cquntertrade .arrangement was -entered into by the:U.S.S.R. with Occidental.

. Petroleum. Corp. (Occidental) of California. .In exchange for technology and
equipment, ‘Occidental was:granted the exclusive right to sell up.to 1.7
“million short tons of U.S.S.R.-produced ammonia in' the United States each year
during 1978-98; this quantity was subsequently increased to 243~@111ion~short
tons each year for the first 10 years of the agreement. In addition, the
U.S.5.R. agreed to purchase euperphosphorlc acid from Occ1den;a1

Importsee; ammonia from the U.Ss. S-R. 1ncreased from 0 shortytons in 1977
to 315,000 short tons in 1978 and to 777 000 short tons in 1979. In 1979
imports from the U S S Ru accounted for 40 percent‘of total ammonia imports.

Occidental has advised the Comm1551on that except for import restrictions it
will import~app£oximate1y i.S Aillion ebort tons in 1980.;nd'ap;roximately 2.0
million short tons in-1981 from the U.S.S.R.

U.S. annual capacit& to produce amﬁenia increased from 17.2 million short
tons in 1974 to 22.0 million short tons in 1978 and decreased to 20.8 million

short tons in 1980. Capacity utilization decreased from 91 percent in 1974 to

77 percent in 1978 and subsequently increased to 89 percent in 1979.
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Thirty-seven ammonia production facilities, with a total capacity of 3.6
million short tons, have been closed or idled in the United States since
1977. 1In 1979 alone, 26 plants have been closed or idled. Yearend
inventories of ammonia held by U.S._producers increased from 12.6 percent of
U.S. production in 1975 to 15.8 percent in 1977, and subsequently declined to
14.7 percent in 1978 and 12 percent in 1979.

The number of production and related workers declined frém 4,744 in 1977
to 4,610 in 1978 and 4,13f in 1979. Capital expenditures for ammonia-
producing operations in the United States have also decreased, from $446
million in 1976 to.$56 million in 1979. |

Natural gas accounted for 64 percent of the cost of producing ammoﬁia in
1978. Sharp increases in the cost of natural gas have led to dramatic |
increases in the average cost of produétion since 1973. -Smaller'prdduction
facilities built before the technological innovations of the mia—1960's and
those without long-term natural gas contracts have been especialiy_affected.gyA
the natural gas price increases. In 1978, the average cost to produce a ton
of ammonia was about $81 per short ton, according to a 1979 sthdy conducted by
Ernst and Ernst for The Fertilizer Insti;ﬁte. The averagé spot pride for
ammonia in 1978 was an estimated $84 per short ton as reported by Green
Markets, a weekly trade journal. Spot prices for ammonia have tecovéred from
the low of $78 per short ton in June 1978 to $163 per short ton in february
1980. |

With increasing costs and declining prices, profits on U.S. ammonia
production operations decreased from $316 million in 1976 to $10 million in

1978. As prices recovered profits increased to $68 millién in 1979.
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INFORMATION OBTAINED IN ‘THE INVESTIGATION
Introduction

Following the receipt of a request from the President, the Commission, on
January 28, 1980, institutéd an investigation under section 406(a) of the
Trade Act of 1974 (19 U.S.C. 2436) to detérmine, with respect to ammonia
provided for in items 417.22 and 480.65 of the Tariff Schedules of the United
States (TSUS), which are products of the U.S.S.R., whether market disruption
exists with respect to merchandise produced by a domestic inéustry. 1/

Section 406(e)(2) of the Trade Act definées-market disruption to exist within a
domestic industry if "imports of an article, like or directly competitive with
an article prodiced’ by such domestic industry, afe in¢reasing rapidly; either
absolutely of relatively, so as to'be a significant cause of material injury,
or threat thereof, to.such»domestic“industry}"‘ The statute requires that" the
Commission 'submit its detérmination to the President within 3 months--in this
case by April 18, 1980.-

A public heéring7in‘cbnnéCtion with this investigation was held in
Washington, D.C., on March 3, 1980. - Notice of the investigation and 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 at the’
Commission's office in New York City, and by publishing the notice in the

Federal Register of February 4, 1980 (45 F.R. 7645). 2/

This is the second investigation concerning imports of ammonia from the

U.S.S.R. the Commission has .conducted under section 406 of the Trade Act.

1/ A copy of the President's letter requesting the Commission to initiate an

investigation is presented in app. A.
2/ A copy of the Commission's notice of investigation and hearing is

presented in app. B.
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In October 1979 the Commission determined by a 3-2 vote that market disruption
exists with respect to imports of ammonia from the U.S.S.R. In order to
remedy this market disruption, the Commission recommended that the President
impose a quota for 3 years duration on U.S. imports of_ammonia from the

' U.S.S.R., 1/ as follows:

Quantity

(short tons)

1980--- 1,000,000
1981 - 1,100,000

1982--- -- 1,300,000

On December 11, 1979? the President, rejecting the Commissioﬁ's
recommendation, determined that "import relief is not in the national economic
interest." One month later on January 18, 1980,_however, the President
annﬁunced that "recent events have altered the international economic
conditions" and took emergency action under section 406(c) of the Trade Act to
impose a l-year quota ofvl million short tons on imports of ammonia from the
U.S.S.R. 2/ At the same time the President requested that the Commission

initiate a new investigation under section 406(a) of the Trade Act.

1/ A copy of the Commission's notice of determination and recommendations to
the President is presented in app. C. The Commissioners' statements of
reasons in this investigation together with the information obtained in the
investigation are published in Anhydrous Ammonia From the U.S.S.R. ..., USITC
Publication 1006, October 1979. :

2/ Copies of the President's December 11, 1979 determination and his
January 18, 1980 proclamation are presented in app. D.
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Description and Uses
In this report the terms "anhydrous ammonia" and "ammonia" are used

synonymously. ~ The term’"anhydrdué;"‘whicﬁ means without water, is often used

by the industry to distinguish pure ammonia, NH3  from équa ammonia,

NH3.H20, which is a solution of ammonia dissolved in wafe?. ﬁy weigﬁt,
ammonia is 82 percent nitrogen and 18 percent hydrogen.

Ammonia ié~6ﬁém;f‘the most basic commercially produced chemicals in the
world., It is usédfaé'a ma jor end pfoduct and as ;nliﬁtermediate in the
production of more éémpléx chémicals.b-Virtﬁéily all commercially fixed
nitrogen (Shemically cpmbined)ais derived from ammonia.

Nearly 75 percent of the ammonia consumed in the United States is used as
fertilizeg. lAmmonia_can be applied directly to farmland or it can be upgraded
into other fertilizers. In addition, ammonia is used in the production of

explosives and blasting agents, livestock feeds, fibers, plastics, resins, and

elastomers. U.S. consumption of ammonia, by end uses, is- shown in table 1.
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Table 1.--Anhydrous ammonia: Percentage distribution of U.S. consumption, by
end uses, 1975

End use Percent

 Fertilizers:

Ammonia, direct application
Ammonium nitrate ———
Urea
Ammonium phosphates -
Ammonium sulfate :
All other (nitrogen solutions, etc.)

Total :
Explosives and blasting agents:
Commercial—-
Military--

Total

Livestock feeds
Fibers, plastics, resins, and elastomers
Miscellaneous~—==—========—=

69 66 48 09 90 68 0 00 00 e es o oo Se  se secee e

Grand total

Source: Copyright permission grénted by Stanford Research Institute,
Chemicals Economics Handbook, April 1977..

At normal atmospheric -temperatures éhd bréssures, amﬁonia is a coldrless o
gas with a sharp, intensely irritating odor. -Ammoni; is toxié aﬁd hazardous;
inhalation of concentrated fumes can be fatal. In addition, ammonia is a
. moderate fire hazard.

Ammonia gas can be easily liquefied by increasing the-pressure or
decreasing the temperature. The industry has found that ammonia in liquid
form is easiest to ship or store. Consequently, rail tank caré, tractor
trailers, pipelines, ocean—éoing véssels, and storage tanks have been

. specially designed to handle liquefied ammonia.
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Modern ammonia plants produce one grade of ammonia. Most ammonia is sold
with a guaranteed purity of 99.5 percent. When used for refrigeration and
metallurgy, however, ammonia must possess a>purity of 99.98 percent and 99.99
percent, respectively. Extra precautioes may be required in handling ammonia

for these special end uses to prevent contamination.

froduction Process

The basic feedstocks for ammonia_plants’iq the United States are air,
which is 78 percent nitrogen; natural gas, and water. Io some foreign plants,
'naphtha, oil, or coal is used‘in lieu of natural gas. 1/

The flrst ‘commercial process for the direct synthe31s of ammonia was
developed in Germany by Fritz Haber and Carl Bosch during the early 1900's.
The flrst otent utlllzlng the Haber-Bosch process was constructed in Germany
in 1913 Durlng World War I, ‘the great need for,nitrates in munitions, and
the d1ff1cu1ty of 1mport1ng sodium nitrate during wartime led the U.S.
Government to construct the first U.S. d1rect—synthe31s plant for produc1ng
ammonia at Muscle Shoals, Ala., in 1918. This plant had a design capacity of
10,000 short tons per year. |

During the period 1920-60, the U.S. ammonia industry expanded rapidly in
the United States oecause of the continﬁiﬁg demand for military explosives and
propellants, and impressive increases in farm.crop yields that resulted from
the application of hitrogenous fertilieers. Ammonia plants increased
gradually in size, Qith plents built during this era generally having a
capacity ranging from 30,000 to:100,000 tons per year.

Beginning in 1963, the United States experienced a surge in ammonia

production capacity as a result of major changes in engineering technology. A

1/ A detailed discussion of the ammonia production process 1s presented 1in
app. E.
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new concept in ammonia plant design was developed in which waste heat recovery
was increased throughout the system, high-pressure steam was used to drive
compressors and other equipment, higher pressure was used in the gas
preparation section, and an integrated>system was used throughout the plant
which balanced energy consumption, energy production, equipment size, and
catalyst volumes. In additién, the ammonia converters (the reactioﬂ vessels
in which hydrogen reacts with nitrogen to form ammonia) dramatically increasgd
in size, and centrifugél compressors were utilized in place of the much more
cumbersome and expensive reciprocating compressors. These changes resulted in
the construction of large,. single-train (one ammonia convertér'pgr plant)

. ammonia plénts with initial capacities of 200,000 tons per year. This
technology was later séaied up, enabling plants to have capacities between
'340,000'and 510,000 short tons per year (fig; i). The unit cost of ammonia
production dropped sharply, and capital construction cost per ton of capacity
was substantially reduced. The-new ammonia plant technology was rapidly
édopted throughout the world, and world ammonia capacity increased
dramatically.

Pullman Kellogg Co. of Houston, Tex., ié generally credited with most of
the innovations that céused the major shift in ammonia plant design in the
early 1960's, although o;her chemical plant vendors were quick to recognize
and adopt the principal improvements and to offer ammonia plants of comparéble
capacity. The economic impact of the new ammonia plant technology is
summarized in a paper, "The Ammonia Supply Dilemma," by George C. Sweeney of

Arthur D. Little, Inc., written in February 1979. Mr. Sweeney wrote:
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Figure 1l.--Anhydrous ammonia: Maximum sizes of U.S. production facilities,
1930-70. °

_ Source: A.V. Slack "History and Status of Ammonia Production and Use,"
in Ammonia, ed. A.V. Slack and G. Russell James, Marcel Dekker, New York, 1973.
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. « » the development of the all-centrifugal plant brought
significant reductions in the capital cost per annual ton
of ammonia, to such - a degree that most major producers
rushed to install these new generation plants in the
mid-1960's. - Somewhat overlooked in the scramble to get
this new and cheaper technology was the fact that it could
‘'only be obtained in-large plants. Larger plants produce
more product, and this requires larger markets. It became
clear in the latter part of the 1960's that in its
fascination with this new technology, the industry had
neglected to do the necessary market arithmetic, and
ammonia prices plunged to the range of $20-$25 per ton
along the Gulf Coast. Even with the cheap gas and higher
efficiency plants, these were 'red ink" prices. Most
companies posted losses in their fertlllzer divisions for
the period 1968—1970.

Demand continued to increase, however, and a gradual
but slow recovery in prices took place. However, price
controls which wete imposed after the oil embargo in 1972
kept 1ndustry profits at too low a level to genmerate much
interest in new plant construction, and it was not until
controls were lifted that additional projects were
undertaken. By this time, demand had increased to the
point where ammonia was actually in short supply, and
prices shot up to ‘unbelievable levels. With apparently.
short memories, there was a rush of new plant
construction, which ‘again, as it turned out, was in excess
of what the markets could absorb.
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The Petitioners
The peti;ioners in the previéus investigation and their individual share
of total U.S.uproduction‘in 1979 are listed below. In the aggregate, these
firms accounted for 48 percent of U.S. production in 1979, as shown in the

following‘tabulatioﬁ:

Percent

Agrico Chemical Co *kk
CF Industries, Inc : FE%
Center Plains Industries—-- 1/
Felmont Oil Corp - - Kk
First Mississippi Corp — ——— FkX
W. R. Grace Co : kdk
International Minerals & Chemical Corp——-— - #%x
Mississippi Chemical Corp~—~=~-~-—=- Kk
Olin Corp Kk
Terra Chemicals International, Inc—---—--- Kk
Union 0il Co. of Calif--: : -  kkk
Vistron Corp ~—- - ' Kkk
Wycon Chemical Co~-~ : Kk

Total - “48.0

1/ Center Plains Industries distributes ammonia in the United.States; it
doés not produce ammonia. '
The Domestic Industry and the U.S._Market

In 1979, the U.S. domestic ammonia industry comprised 51 companies,
operating ammonia plants at 79 locations, with a total operating design
capacity of‘20.4 million short toms per year. 1/ ~The domestic producers range
from small chemical or fertilizer companies to large integrated multinational
0il and chemical corporations, with some of the lafgest ammonia producers

being farmers' cooperatives.

1/ A complete list of U.S. producers, production sites, and the annual
production capacities of their plants is presented in app. F.
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Most domestic ammonia plants are located in those States which have large
supplies of matural gas. In 1979, 31 percent of the ammonia productive
capacity was located in Louisiana, 10 percent, in Texas, and 11 percent, in
Okl ahoma.

More than 50 percent of the ammonia produced in the United States is used
by the ammonia producers for further processing into more advanced products,
primarily fertilizers. According to a 1977 report prepare& by the U.S.
Department of Agricultﬁre, 61 percent of the U.S. ammonia producers,
accounting for 79 percent of U.S. production capacity, owned 88 percent of the
U.S. capacity for processing ammonia into more advanced products in 1977, as

. shown in table 2.

Table 2.--Vertical integration of U.S. anhydrous ammonia firms, 1975-77

" (In percent) . _
Item : 1975 | 1976 . 1977

Ammonia-producing firms owning 1 or more : : B
plants for processing ammonia into more : : :

advanced products 1/-- -— : 76 : 71 : 61
U.S. ammonia-producing capacity owned by : : H
those firms producing more advanced : : :

products 2/--—-—-—--=—-—— : 91 : 81 : 79
U.S. capacity for processing ammonia into : : :
more advanced products owned by ammonia : : :

producing firms-- -—: 92 : 89 : 88

1/ 1Including ammonium nitrate, ammonium phosphates, and urea.
2/ 1In terms of 100 percent nitrogen equivalents.

Source: Compiled from official statistics of the U.S. Department of
Agriculture.
Industrial consumers of ammonia purchase large quantities of ammonia.on a
continuous long-term basis, while the fertilizer market for direct-application

ammonia 1s seasonal in nature. Industrial consumers include fertilizer
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producers that use ammonia in the produ¢tion of urea, ammonium nitrate,
ammonium phosphates, ammonium sulfate, and other chemical fertilizers. Other
industrial consumers include chemical plants that purchase ammonia to produce
chemicals other than fertilizers.

The efficiency requirement that most ammonia plants operate continuously
at near capacity must be balancéd against the seasonal nature of the
fertilizer market, which is the principal end-use market for ammonia. The
situation is further complicated by the physical-chemical properties of
ammonia that. require it to be stored and transported as a refrigerated liquid
at -280 F, or as a pressurized liquid in a vessel designed for a working
pressure of at least 250 psi (pounds per square inch), or about 17 times
atmospheric pressure. Storage facilities for ammonia are expensive to
construct and maintain‘and are, therefore,vlim&ted to a maximum of a few
months production.

Virfually all forﬁs of transportatioﬁ, except air, are used to move
ammonia to markets. For example, a pipeline system 1,700-miles-long carries
liquid anhydrous ammonia from Louisiana to Iowa, Nebraska, Illinois, Indiana,
Missouri, and.other Midwestern consuming areas. Another long-distance ammonia
pipeline stretches over 700 miles, from Borger, Tex., to distribution points
in Kansas, Nebraska, and Iowa (fig. 2). Refrigerated storage tanks are built
at strategic points along these lines.

In addition to pipelines, anhydrous ammonia is transported Sy barges,
railroad tank cars, transport trucks, and tank trailers. Large tonnages of
ammonia move by bargeé up the Mississippi river and along the other inland
waterways. Barge transportation is a relatively low-cost means of
transportation for the areas that have access to the waterways. One type of

barge is designed for high-pressure use and is capable of transporting liquid
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Figure 2 .--Anhydrous ammonia: U.S. water transportation routes
and pipeline systems.

~~.- pipelines
: water routes

Source: The Tennessee Valley Authority.
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anhydrous ammonia at ambient temperaturgs at which ammonia can have high vapor
pressures, whilé\anotﬁef type of.barge.is designed for low-pressure usage.
Low-pressure barges have insulated storage tanks and mechanical refrigeration
un;ts which keep the vapor pressure of ammonia below the maximum allowable
design pressure of the cargo containers.

A standard railroad tank car with a capacity of 11,000 gallons transports
25 to 26 tons of liquid. ammonia. Such a car has an inner high-pressure tank
‘covered by a layer of‘insulating material with an outer shell of light steeir
construction. 'Jumbo taﬁk‘carséw{th a‘capacity of 30,000 gallons (70 tons; nbw
move.mést of thé railfsﬂippediammbniéf The jumbo tank cars ﬁave noninsula;sd
tanks désighed for high pressu?ég} h

Highway trgnspoit‘trpgks, ;suaily tractor trailer rigs with high-pregsare
tanks v;rying in.size‘f:om.S,OOO to-9,000 gallons, haul from 12 to 19 toﬁs of
ammonia per trip. Some*trans%dft trucks are equipped with vapor compressors
or liquid pumps for unloading} Other trucks have no puéping equipment and
must be unloéd;d £y pumpé or Ebmﬁfessors located at the delivery storage tank.

For direct farm applicationms, amménia is moved from the retail dealer's
storage tank to the farmef's fields in high—pressure tanks with capacities of
500 or 1,000 gallons. The tanks are usually mounted on heavy duty two- or
four-wheel wagons. At the 85-percent-full level, a 1,000-gallon tank contains
about 2.2 tons of ammonia.

Farm equipment for the direct application of ammonia has improved
considerably in the past several years so.that ammonia can, in some cases, be
applied at a rate of 40 acres per hour, or more. Large horsepower tractors
pull plows at 5 miles per hour, with swath widths of up to 65 feet. Ammonia

nurse tanks are mounted on or pulled behind these special plows. Ammonia

flows from the nurse tank to a pressure manifold which distributes the ammonia
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through numerous hoses and tubes so that ammonia is injected behind each plow
tine several inches below the soil surface. The vaporizing ammonia reacts
immediately with moisture in the soil and, in addition, is adsorbed on
particles of soil so that little or none escapes from the soil when proper

application procedures are followed.

U.S. Tariff Treatment

Virtually all ammonia imported into the United States, including the
imports of ammonia from the U.S.S.R., enters under item 480.65 of the TSUS.
Anhydrous ammonia of a grade used chiefly for fertilizer or chiefly as an
ingredient in the manufacture of fertilizer is entered duty free under this
item. According to a customs classification ruling in 1970, ammonia with a
minimum purity of 99.5 percent by weight is chiefly used as a fertilizer or
chiefly used as an ingredient in the manufacture of fertilizer. Since modern
ammonia plants produce only one grade of ammonia, which is at least 99.5
percent pure, according to this ruling, all ammonia should enter under the
duty-free TSUS item.

Small quantities of ammonia, however, enter under TSUS item 417.22, under
which ammonia for other end uses was originally classified. In view of the
customs ruling mentioned above, these imports appear to be misclassified. The
most-favored-nation (MFN) rate of duty applicable to this item is 6.4 percent
ad valorem, the concession rate for least developed developing countries
(LDDC's) is 2.8 percent ad valorem, and the column 2 rate of duty is 28
percent ad valorem. Imports under this item from designated beneficiary
developing countries are eligible for duty-free treatment under the

Generalized System of Preferences (GSP). 1/ When the final stage of

1/ Imports under item 417.22 from Mexico are not eligible for duty-free
treatment under the GSP.
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concessions on this item granted in the Tokyo round of trade negotiations

becomes effective in 1987, the applicable MFN rate will be 2.8 percent ad

valorem.

The Ammonia Industry of the U.S.S.R.

In its Ninth Five-Year Plan (1971-75), the U.S.S.R. committed itself to
the rapid improvement of its faltering agricultural sector. Central to this
plan is a pfogram to construct approximateiy 40 large amﬁonia.plaﬁts bf 1982.
These new plants will have an estimated total yearly capacity of appréximately

22 million short tons.

According to a CIA report, Soviet Chemical Equipment Purchases from the

West: Impact on Production and Foreign Trade, published in October 1978, the

U.S.S;R. has ‘contracted to buy at least 31 of these plants from Wesﬁefn
firms. Many of the new amﬁonia plants are financed through countertrade
arrangements in which Western exports of technology, know-how, machinery, and
equipment needed for the production of ammonia are compensated in part by
exports of ammonia from the U.S.S.R. Thus, in addition to export commitments
to its usual trading partners in Eastern Europe and Cuba, the U.S5.S.R. also
has contracts to export ammonia to the United States, Denmark, Finland,
France, Italy, and Japan. According to CIA estimates, the U.S.S.R. contracted
to export approximately 2 million short tons of ammonia to Western natioms in
1979 and approximately 3 m°llion short tons per year to those nations in 1980
and 1981. Nearly 50 percent of its 1980 export commitment to Western Nations
is earmarked for the U.S. market.

Industry sources, however, doubt that the U.S.S.R. met its 1979
production targets or that it filled all of its export obligations. According

to both industry sources and the CIA, the assimilation of Western ammonia
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production technology by the U.S.S.R. is behind schedule. The 1978 CIA report

stated:

. + . one of the smaller Western-based units, located at
Cherkassy, was at least two years late in coming on
stream. A few large units that will at least partially
depend on Western technology but incorporate a substantial
amount of Soviet or Czechoslovak equipment apparently have
had construction delays of one year or longer. Large
Western-supplied ammonia installations at Nevinnomyssk in
the Caucasus and Severodonetsk in the Ukraine experienced
frequent breakdowns during at least part of their first
year of operation. Distribution problems affecting
natural gas, the major Soviet feedstock for ammonia, have
caused at least temporary under-utilization of some
imported installations. Such problems are not uncommon in
the West. Moreover, the Soviet delays in commissioning
ammonia plants apparently are less serious than in the
past. The construction period required per thousand tons

of new ammonia capacity reportedly has been reduced to 45
percent of its former level.

According to a more recent unpublished CIA report, U.S.S.R.: Ammonia Exports'

to the United States, completed in July 1979, the U.S.S.R. ammonia plant

construction program is still experiencing delays. The report states:

The U.S.S.R. experienced severe problems in the first four
or five months of 1979 that resulted from a combination of
factors--lags in construction of new ammonia capacity in
1978, operating difficulties, transportation and other
problems that reflected the unusually severe winter
weather and the cutoff of the gas pipeline from

Iran till late March 1979.

Natural gas imported from Iran is not used for producing ammoﬁia in the
U.S.S.R. However; because the winter of 1978/79, according to testimony
presented at the hearing held in connection with investigation No. TA-406-5,
was the coldest in 100 years, domestic natural gas supplies that would

normally have been used in ammonia production were diverted to home heating

because supplies of Iranian gas were curtailed. 1/ Nonetheless, the CIA

1/ See transcript of the hearing, p. 464.
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concludes that "even with a shortfall in implementation of the plans, the
increase in capacity will be substantial, and will enable the U.S.S.R. to
expand exports considerably."

In addition, the CIA predicts that exports of ammonia from the U.S.S.R.
"will be an important destabilizing factor in world ammonia markets in the
1980's." As a consequence, the CIA continues, "producers in the developed
Western countries almost certainly will be affected, and with depressed prices
and profits in store, the closing of at least older ammonia plants in those
COﬁntries isilikely."A

Production of ammonia in the U.S.S.R., according to the CIA data,
increased from 12 million shé;t tons.iﬁ 1974 to more than 15 million short
tons in.1978, representing an increase of 25 percent, as shown in the

following tabulation:

Quantity
(million short toms) 1/
1974 —=—mmmmmmmm e e e — 12.1
1975 S 13.2
DL T — — 13.5
R 17 B — S

1978-——-—-- - 15.1-15.4

1/ Estimated by the Central Intelligence Agency.

According to estimates prepared by the CIA in July 1979, the U.S.S.R.
will have a yearly nameplate ammonia production capacity of 27 million to 29
million short tons in 1980. However, because of production lags described
above, the U.S.S.R. can be expected to optimally utilize 80 percent of this
capacity. Total ammonia consumption in the U.S.S.R. in 1980, according tolCIA
estimates, will be between 15 million and 17 million short tons. Exports to
the United States and elsewhere will be approximately 3 million to 4 million

short tons, as shown in the following tabulation:
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Quantity

Item (million short tons)
Capacity -—- -- 27-29
Production-—=======—=m———————- 22-24

U.S.S.R. consumption:

Fertilizer uses———=————=—==— 12-13
Nonfertilizer uses—~=————==~- 3- 4
Total-———=—==—m——mmmm—memee 15-17
Export commitments—-———=—————=- 3- 4
Waste - R 1

The Occidental-U.S.S.R. agreements

A detailed analysis of the Occidental-U.S.S.R. agreements by the General
Counsel's office is presented in appendix G. In April 1973, Occidental and
the U.S.S.R. signed a 20-year $20 billion Global Agreement concerning, among
other things, the éxport of ammonia from the U.S.S.R. to the United States.

In this agreement the U.S.S.R. granted Occidental the exclusive right to
purchase the U.s.S.R.-produced ammonia for sale in the United States. In
return, Occidental agreed to purchase up to 1.7 million short tons of ammonia
each year during 1978-98 from tﬁe U.S.S.R. This quantity was later increased
to 2.3 million short tons each year for the first 10 years of the deal. 1In
addition, Occidental agreed to purchase 1.1 million to 1.7 million short toms
of urea and 1.1 millién short tons of potash each year during 1978-98. 1In
addition to its grant of an exclusive license to Occidental, the Soviet Union
also agreed in the 1973 Global Agreement to make comparable purchases of U.S.
goods, including 20 million tons of superphosphoric acid from Occidental. The
Global Agreement requires that the U.S.S.R. pay for the superphosporic acid
supplied by Occidental with the proceeds obfained by the U.S.S.R. from sales
of ammonia, urea, and potash. The precise quantity, quality, price, and terms
of delivery of the ammonia and urea have been the subjects of ; series of

separate purchasing agreements between the U.S.S.R. and Occidental.



A-22

The 1973 Global Agreement also contemplated the construction of several
ammonia plants in thé Togliatti area of the Soviet Union, as shown in figure
3. Occidental is not involved directly in the actual construction of these
plants, with contracts for such construction being awarded to other U.S. and
Japanese firms. A contract for four ammonia plants was awarded to Chemico, a
U.S. firm, in July 1974. Chemico agreed to act as the prime contractor,
éupply technology, ;nd supervise construction and startup oéerations. Soviet
enterprises are performing the actual construction of the plants. .Chemico'§
ties wiéh the Soviet Unioﬂ date back to 1929 when the company built the first
synthetic‘amménié plant in that éountry.

Occidéntal's commi tment updér the Global Agreement also.calls for the
construction of é i,600-mile ammonia pipeline connecting the ammonia complex
at Togliatfi with Odessa on the Black Sea. The parties involved in this
project are Occidenfal, acting as the main contractor, two other U.S. firms in
consuitiﬁg éapacity, and France's Societe Entrepose, a subsidiary of Vallourec
SA. The’U;S. firﬁé’agreéd to oversee the engineering and construction work,
with Entrepoée supplying most of the equipment, including 180,000 tons of
pipe."Tﬁe-agfeement provided that equipment from French sources would be
financed with French credit. The l4-inch diameter pipeline, with a projected
annuai>capacity of 4.4 million tons, was originally scheduled to be completed
by the end of 1978. However, Occidental officials report that the pipeline
consﬁructidﬁ is behind schedule. Until the completion of the pipeline,
ammonia is beiné delivered to the port ‘in tank cars. The Odessa port facility
will have storage capacity for 100,000 short tons of ammonia and can be served

by rail with unloading capacity of 4.4 million tons per year. In addition,
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figure 3.--Location of facilities in the U.S.S.R. associated
with the Occidental-U.S.S.R. deal.

Source: Phosphorus and Potassium, May-June 1978.
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the Soviet Union will have a port facility at Venspils with ammonia storage
capacity of 66,000 tons and rail unloading capacity of 4.4 million tons.

The financing.of the original eoetract ievoived a U.S. Export-Import Bank
(Eximbank) credit of $180 million at an annual interest rate of 6 percent
granted in May 1974. This credit was matched by a commercial bank credit of
$180 million provided by a nine-bank consortium headed by the Bank of
America. The U.S. credits are repayable in 24 semiannual installments
starting on May 20, 1979, with Eximbank's credit to be repaid out of the last
12 installments. The average annual interest rates on the combined credits is
expected to be 7,8 percent., These credits reﬁresent the largest single loan
which Eximbank has made to the Soviet Union in its 40-year history and one of
the last Eximbank loans the Soviet Union received. Section 402 of the Trade
Act of 1974 prohibits those countries not enjoying ﬁost-favored-nation
treatment, including the Soviet Union, from participating in any program of
the United States Government which extends credits, credit guarantees, or
investment guarantees, directlf or indirectly.

The Soviet Union also has countertrade agreements with a number of other
countries. Early in 1978, major Soviet deliveries of ammonia and other
chemicals to Italy began in compensation for ammonia plants and other
industrial equipment supplied by Italy. The Soviet Union will also provide
the French fertilizer industry with 150,000 to 200,000 tons of ammonia per
year for 10 years in exchange for the construction of ammonia-producing

facilities by Creusot Loire at Odessa.

The Eximbank's market analysis

Prior to granting its loan of $180 million to the U.S.S.R. to implement

the Occidental-U.S.S.R. agreement, the Eximbank conducted a study in the



A-25

spring of 1974, which concluded that

The Grain Embargo

On January 3, 1980, President Carter announced that nearly 17 million
short tons of wheat and-corn contracted to be sold to the U.S.S.R. before
October 1980'wou1d ndt bé shipped. To offset the impact of this embargo upon
the U.S. agricultural sector, the Government has offered to assume the‘
contractual obligations for approximaﬁely 4 million short tons of wheat and 11
million short tons of corn. The U.S. Department of Agriculture will take
delivery of all of the wheat and place it in a reserve to be used only for
food assiséance programs. 'Thus the supply-demand balance for wheat will ﬁpt.
change as a résult of the embargo. In additiog, Agriculture will not permit
corn which was once destined for the U.S.S.R. to be releaséd back into the
market until market prices éxceed presuspension levels, Other measuhes
announced by Agriculture include a revision of the farmer-owned reserve system
to encourage farmers to place additional quantities of grain in reserve.
Agriculture expects th;t most of the embargoed corn will be placed in
farmer-owned reserves.

For the first 13 million shoft tons of corn entered into the.farmer-owned
reserve progfam after January 8, 1980, Agriculture will lend the farmer $2.10
per bushel interest free and will give the farmer 26.5 cents per bushel for a

year of storage. In exchange the farmer agrees not to sell the corn until the
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price is above $2.63 per bushel. After 3 years the farmer is free to sell his
corn without price restriction. If, however, the price after 3 years is below
the loan price, Agriculture will buy the corn from the farmer at $2.10 per
bushel. When the farmer sells the corn, he redeems his interest free loan.

Other developments which will offset the impact of the grain embargo include
the purchase by Mexico of 1 million short tons of corn once destined for the
U.S.S.R. Lower than projected harvests in Brazil have also increased its import
requirements. Record breaking quantities of corn will be exported this year,
according to projections made by Aéricﬁl£ure. The projections of U.S. corn
exports méde‘in March‘iQSOIare iargef thaﬁ—tﬁe Decéﬁber 1979 ptojéctioﬁs, despite
the grain emﬁérgo;

bn febfuaf& 29;.1980, the Secretar§'bf AéricuitUre'reported'that the grain
embargo has "hot‘fhndéméhtélly éltefed.tﬁé lang-range supply-demand picture for
U.s. ag?iéuiture.“ In"éddition; "f;rm.butput and prices are near levels expected
before thé'Suspeﬂsion." Ih.Decembéfvl979'Aériculture forecast that the average
price receivedfgy:féfmers per'Bﬁshel of corn for the 1979/80 crop year would be
$2.25—$2.532 yIﬁ'Mérch 1980 Agficulture pfojected such.prices‘would be $2.30 to
$2.50 per.bﬁshel. As é.cbnseqﬁénce, Agriculture will not institute a paid land
diversion program.far the 1980 crops of wheat and corn. A survey of farmers
conducted By‘Agriculture in January 1980 after the announcement of the grain
embargo'indiéafed that 5 beréént to 6'percent more acres of corn will be under‘

cultivation in 1980 than in 1979.

The Phosphate Embargo
On February 25, 1980, the President ordered an embargo upon the
exportation of U.S.-origin phosphates to the U.S.S.R. 1In its 20-year

countertrade agreement with the U.S.S.R., Occidental agreed, among other
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things, to purchase ammonia from the U.S.S.R. and, in exchange, to sell
superphosphoric acid to the U.S.S.R.

The President's order was made following a review by an interagency
committee which has been examining U.S: policy on exports to the U.S.S.R. in
the wake of the Soviet invasion of Afghanistan. Earlier in February the
Secretary of Commerce imposed an advance licensing requirement on U.S. exports
of phosphates to the U.S.S.R., and also announced that no licenses would be
issued until the completion of the interagency review. Previously, such
exports were made under "general license," which does not requiré prior
Commerce approval. Dr. Armand Hammer, Chairman of the Board and Chief
Executive Officer of Occidental, stated at the hearing that he believes
that the U.S.S.R. will continue to ship ammonia to the United States

despite the embargo on the exportation of phosphates. 1/

The ILA Boycétt

On January 9, 1980, fhe International Longshoremen's Associatién (ILA).
initiated an "across the board" boycott of all U.S.S.R. vessels and cargo.
The ILA controls the docks along the Atlantic and gulf coasts. Imports of
ammonia from the U.S.S.R. are affected by the boycott. It is not clear how
long the boycott will last or how effective it will be. Union representatives
currently state that ILA members will not handle U.S.S.R. shipments gntil the
U.S.S.R. withdraws from Afghanistan. Longshoremen in Jacksonville, Fla.,
however, obeyed a court injunction on February 1, 1980, and loaded three
Norwegian phosphate carriers bound for the U.S.S.R. According to Occidental

officials, no ammonia deliveries have been delayed by the ILA boycott.

1/ Transcript of the hearing, p. 91.
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The International Longshoremen's and Warehousemen's Union controls the

docks along the Pacific coast. According to a union spokesman, no boycott of

U.S.S.R. shipments is currently under consideration. About one-fourth of the

imports. of ammonia from the U.S.S.R. are destined for the Pacific coast.

World Capacity and Consumption
Total world ammonia production capacity as reﬁorted by the Tennessee
Valley Authéfity (TVA) increased ffom 50 million short tons in 1967 to 117
million short tonms in 1979, representing an increase of more than 100 pefcent

in 12 years. World capacity is expected to further increase by more than 20

percent, to. 144 million short tons, by 1982. World and U.S.S.R. ammonia
productive capacity, as reported by the TVA, for selected years 1967-78, and
estimated capacity 1979-82, is presented in table 3.

While world consumption of ammonia and nitrogenous fertilizers has more
than tripled since 1960, the TVA predicts that consumption of nitrogen

fertilizers will, at least through 1985, fall short of production (fig. 4).



Table 3.--Anhydrous ammonia: Actual and predicted world production capacity, by regions, 1967, 1970, and 1973-82

1978 tIndefinite

Region ; 1967 ; 1970 ; 1973 1974 ; 1975 © 1976 . 1977 ; ; 1979 : 1980 ; 1981 [ 1982 1/

North America: : : H : : : : H : : H : H
Canada s 1,606 : 1,750 : 1,488 : 1,488 : 1,657 : 1,718 : 2,919 : 2,800 : 2,800 : 2,800 : 2,800 : 2,800 : 0
United States--=-------====o- : 13,301 : 16,879 : 17,367 : 17,217 : 18,387 : 19,028 : 21,548 : 22,021 : 20,360 : 20,825 : 20,825 : 20,825 : 409
Total s 14,907 : 18,629 : 18,854 : 18,704 : 20,044 : 20,746 : 24,468 : 24,821 : 23,160 : 23,625 : 23,625 : 23,625 : 409

Central and South America: . @ : : : : : H H : : : : H
Mexico : 392 761 : 761 : 761 ¢ 1,091 : 1,091 : 1,091 : 2,062 : 2,392 : 2,890 : 3,387 : 3,387 : 1,989
Netherlands Antilles—=--=-—- : 129 : 129 : 129 :. 129 : 129 : 129 : 129 : 0: 0: 0 : 0: 0 : 0
Trinidad : 500 : 500 : 366 : 366 : 366 : 366 : 366 : 762 : 762 : 762 : 762 : 1,493 : 0
Venezuela : 39 : 39 : 367 : 878 : 878 : 878 : 878 : 878 : 878 : 878 : 878 : 878 : 0
All other~- : 323 384 629 : 880 : 1,012 : 1,140 : 1,140 : 1,146 : 1,476 : 1,725 : 1,725 : 2,163 : 2,881
Total : 1,383 : 1,813 : 2,252 : 3,014 : 3,476 : 3,604 : 3,604 : 4,848 : 5,508 : 6,255 : 6,752 : 7,921 : 4,870
Western Europe-—--=——-me—eeuax : 13,181 : 16,530 : 19,178 : 19,036 : 19,401 : 19,741 : 19,829 : 19,822 : 21,172 : 20,574 : 20,574 : 20,574 : 2,717
Eastern Europe : 4,822 : 7,883 : 9,248 : 10,839 : 11,269 : 12,363 : 12,622 : 13,347 : 14,010 : 14,010 :.15,142 : 16,519 : 3,700
U.S.S.R. 2/ : 5,946 : 9,506 : 11,736 : 12,445 : 13,937 : 15,375 : 17,002 : 17,634 : 20,616 : 26,583 : 29,567 : 34,042 : ]
Africa : 472 ¢ 710 + 1,250 ¢ 1,250 : 1,124 : 1,629 : 1,629 : 1,629 : 1,994 : 3,454 : 3,884 : 4,321 : 2,121
Asia 3/ : 5,415 : 7,544 : 11,972 : 12,455 : 13,480 : 13,615 : 15,484 : 16,444 : 19,027 : 21,011 : 21,847 : 24,555 : 12,838
Asia &/ ----: 4,012 : 5,083 : 6,403 : 6,626 : 6,914 : 6,959 : 9,115 : 9,481 : 10,943 : 11,564 : 11,833 : 11,833 : 3,290
Oceania=--- - ] 175 : 690 : 599 : 599 : 599 599 : 599 : 599 : 599 : 599 : 699 : 699 : 0
Grand total--———=—cmceee—o : 50,314 : 68,388 : 81,492 : 84,969 : 90,244 : 94,631 :104,351 :108,625 :117,027 :127,675 :133,923 :144,089 : 29,946

1/ Indicates capacities of plants not included in the yearly data for which there is insufficient information concerning actual comstruction plans.

2/ The Central Intelligence Agency, using a different method to estimate capacity, estimates 1978 U.S.S.R. capacity to be 19 million short tonms,
1979 capacity to be between 24 million and 26 million short tons, and 1980 capacity to be 28 million short toms.

3/ other than Communist Asia.

Ej Communist.

Source: The Tennessee Valley Authority.

Note.--Because of rounding, figures may not add to the totals shown.
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Figure 4 .--World nitrogen fertilizer production
and consumption,

Source: The Tennessee Valley Authority.
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The Question of Rapidly Increasing Imports
U.S.:importé of ammonia from 511 countries quadrupled from less than 0.5
million short tons in 1974 to 2.0 million short tons in 1979. 1In 1979 the
U.S.S.R. accounted-for 40 percent of .the imports, followed by Canada,

Trinidad, and Mexico, as shown in the following tabulation:

Percent of total

Source imports
U.S.S.R—-- — 40
Canada----- —— — 27
Trinidad---: -— 17
Mexico=-~-- -- _l6

Total - --= 100

Imports of ammonia from each of these countries ha;e increased sharply since
- 1974. Imports from the U.S.S.R. increased from none in 1977 to 315,000 short
tons in 1978 and to 777,000 short tons in 1979 (table 4).

According to its response to the Commission's questionnaire in the
previous investigation, Occidental estimated it will import 1.5 millibn short
tons of ammonia from the U.S.é.R. in 1980, and 2 million short tons {nV1981.
Occidental has already signed definitive contracts with'the U.S.S.R.
‘concerning the price of %%% short tpnslof the quantity to be imported in
1980, and for x%% short tonms, or | k&% of the 4uantity to be entered

in 1981, as shown in the following tabulation:
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Table 4.--Anhydrous ammonia:

U.S. imports for

consumption,

- by principal sources, 1974-79
Source C P or9na Po19s Po1976 1977 Y 1978 F 1979
f Quantity (1,000 short tons)
U.S.SR-m=mmmmmmm s : 0: 0 : 18 : 0: 1/ 315 : 2/ 777
Canada - : 93 118 : 254 632 517 : 533
Mexico-——————==——=c : 2 : 7 : 21 : 56 3 349 : 309
Netherlands : : : : : :
Antilleg~=—=—-- -—: . 49 : 107 : 78 : 34 38 : 0
Trinidad--=—-—————-- : "125 148 : 192 : 171 : 276 : 332
Venezuyela————=~=—=m : 67 : 54 : 54 : 27 0: 0
All other—-—-—-—————-- : 121 : 374 : 112 : 158 : 21 : 0
Total=—=——=e—mm : 457 : - 808 : 730 : 1,078 : 1,516 : 1,951
: ' Value- (1,000 dollars)
U.S.S.R———~———mmm : - - 945 : - :l/ 27,760 : 56,466
Canada-—-———-——=——=<- : 10,261 : 20,676 : 30,593 : 67,724 : 50,879 : 51,115
Mexico——===—======m . 482 : 1,536 : 787 3,551 : 24,898 : 25,523
Netherlands : : : S : ,
Antilles—=—=——- ~—: 2,859 : 12,417 : 9,465 : 3,339 : 4,310 : -
Trinidad-——==——===o : 5,423 : 9,359 : 13,301 : 11,917 : 23,979 : 33,024
Venezuela-——==——— -—-: 13,049 : 6,652 : 4,305 : 2,206 : -3 -
All other—--————=—=—o s 20,301 ¢ 73,524 : 11,456 : 14,553 ¢ = 1,687 : -
Total————=-—- —t:52,375 ¢ 124,164 : 70,852 : 103,290 ¢ 133,513 : 166,128
f Unit value. (per short ton)
U.S.S.R-——=—=cmmm A -3 - $53 H -3 l/ $88 H $73
Canada ' $110 : $175 : 120 : $107 .: 98 : 96
Mexico~~———==m——m= : 241 219 37 - 63 : 71 : 83
Netherlands : : : : . : : :
Antilles——=-=-=— : 58 : 116 : 121 98 : 113 : -
Trinidad--—--———--- : 43 63 : 69 : 70 : 87 : 99
Venezuela—=====a==s; 195 : 123 : 80 : 82 : - -
All other—~-———————- H 168 : 197 : 102 : 92 : 80 : -
Average————-—-—--: 115 : 154 : 97 : 96 : 88 : 85
1/ Includes 10,000 short tons of ammonia imported from the U.S.S.R. through

Finland.

2/ According to testimony presented at the hearing, Occidental's records
show it imported 832,000 short tons of ammonia in 1979.

Source:
Commerce.

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

Compiled from official statistics of the U.S. Department of
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Estimated imports from Imports for which definitive

the U.S.S.R. contracts have been executed
(1,000 short tons) (1,000 short tons)
1979-——mmeeee Kkk kkk
1980---=~—=~—- xkk fkk
198 ——=mm e %k ’ K&k

As discussed in the section on the U.S.S.R. ammonia industry, the U.S.S.R. was
unable to fully meét its delivery commitments in 1978 énd in January-June
1979. 1t declared the existence of a force majeure on January 30, 1979, and
at that time cut back on exports to the United States. By yearend the
U.S.S.R. met 80 percent of its delivery commitments for 1979.

The ratios of imports of ammonia from all countries and from the U.S.S.R.

to apparent U.S. consumption during 1974-79 are shown in table 5.

Table 5.--Anhydrous ammonia: Ratios of U.S. imports from all sources and from
the U.S.S.R. to apparent U.S. consumption, 1974-79

(In percent)

Imports from—-

Year E -
: All sources ; U.S.S.R.

1974-————=—mmnmv ——— : 3
1975-—=~—————mm—mmm e : 5 -0
1976~———————mm e : 4 3 1/
1977 === s 6 : 0
1978~ : 8 : 2
1979-========~ -- : 10 : 4

1/ Less than 0.5 percent.
Source: Compiled from official statistics of the U.S. Department of
Commerce.
Mexican ammonia production capacity is expected to increase from 1.1
million short toms in 1977 to 3.4 million short tons in 1981. Most.of the

additional ammonia capacity is to be used to ultimately produce fertilizer for
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use in Mexico. The infrastructure of pipe}ines{ tank cars, and storage
facilities neededifo aistribufé"ammonia throughout the Mexican countryside has
not developed as fas£ as the Mexican capacity‘to produce ammonia, and exports
of ammonia from Mexico can therefore be expected to increase.

W. R. Grace Co. (Grace), a petitioner in this proceeding, owns a 365,000
ton-capacity ammonia plant in Trinidad and owns 49 percent of another Trinidad
plant, 51ﬂperceﬁt of which is owned by the Trinidadian Government. This plant
has an annual: capacity of 400,000 short tons.

S o . . : Amoco
0il Co. and the Trinidadian Government plan to open two ammonia plants in
Trinidad with a total of 600,000 tons of annual capécity in 1981 and 1982. 1/
Most of this ammonia is expected to enter the export market. A
129,000-ton-capacity plant owned by Grace in the Netherlands Antilles was
close& in 19}f; ; |

CF quus?ries) another petitioner, owns a share in two Canadian ammonia
plapts which have a cqmﬁined a;nuaf capacity of 800,000 short tomns. Imports
by CF Industrigé f;oy Canada enter the Northern States and are sold primarily
to farmers through farmers' cooperatives.

 Exxon Corp. plans to open a 660,000 short ton capacity ammonia plant in

Alberta, Canada in mid-1983. According to company officials, this plant,

1/ Transcript of the hearing, p. 126.
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Nitrogen trade balance

Frequently, thé errall nitrogen trade balance is computed in order to
determine the net demand for fixed nitrogen or anhydrous ammonia. To perform
this exercise, the nitrogen contents, or ammonia equivaleﬁts, are estimated
for the principal nitrogen containing chemicals imported into and exported
from the United States. The chemicals most frequently included in computing
the trade balance aré anhydrous ammonia, ammonium nitrate, ammonium
phosphates, sodium nitrate, urea, calcium cyanamide, calcium nitrate, nitrogen
solutions, potassium nitrate, and mixed chemical fertilizers, all of which
contain nitrogen.

Becauée of the numerous estimaﬁes that must be made to develop the
nitrogen (or ammonié) balance, and because of the different chemicals (and
different grades'of cbemicals) that can be included in the calculations, there
are usually significant differences among the various published estimates of
the trade balance. Of the various published data.series, those done by the
U.S. Bureau of Mines are génerally considered ;omplete and consigtent from
year to year. As shown in table 6, the United States was a nét importer of
nitrogen in each of the &éars 1974-78. Net imports averaged about 200,000
short tons each year except 1977, when the net import balance was nearly
850,000 short tons. Data for 1979 indicate that the United States was a net

exporter of nitrogen in that period.
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Table 6.--Anhydrous ammonia equivalents: U.S. imports and exports of chemicals
and fertilizers containing fixed nitrogen, 1974-78 1/

(In thousands of short tons)

Year : " Imports X "Exports : Net imports
1974mmmmmmmmmmmmmy 1,403 : 1,215 : 188
1975-—===-—emmm o : 1,576 : 1,502 : 74
1976- : 1,719 : 1,554 : 165
1977 -—=====cmm—m=et. T 2,491 1,643 : _ T 848

1978 2/--=---====== : 2,979 2,711 : 268

1/ 1979 figures not available.
2/ Preliminary figures. :

Source: . Compiled from official statistics of the U.S. Bureau of Mines.

U.S. importers

More than 50 U.S. concerns imported ammonia into the United States in
1978, of which 19 are producers of ammonia. Other importers include brokers,
traders, and chemical concerns. Six importers, as shown in the following

tabulation, accounted for more than 50 percent of U.S. imports of ammonia in

1978:
Importer . Imports . Producer | Petitioner
: Percent : H
kk%k ‘ ' ‘ : *kk : K%k 3 kK
kA% H T2 : kkk - 3 kkk
*kk : fkk : hk%k 3 Rk
Kk% : %k : fk%k 3 L kkk
kh% : Kk : X%k S Khk
Kkk : fkk : k%% S A%k
Subtotal ~——=————==sss e : 55 : :
All other—-—=—-——-————=—~—-me———me————————— : 45 : :
Grand total--—-—————-- - HE 100 : :

In 1979 Occidental became the largest U.S. importer of ammonia accounting

for 40 percent of total imports.
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The Question of Material Injury or Threat Thereof

U.S. capacity, production, and consumption

U.S. ammonia production capacity increased irregularly from 17.4 million
short tons in 1973 to 20.8 million short toﬁs in 1980, representing an
incréase of 20 percent in 7 years. Capacity decreased slightly from 17.4
million short toms in 1973 to 17.2 million short tons in 1974, and
subsequently increased steadily to 22.0 million short toms in 1978. U.S.
capacity decreased by 5 percent to 20.8 million short tons in 1980.

U.S. production of ammonia increased steadily from 15.2 million short
tons in 1973 to 17.6 million short tons in 1977, or by 16 percent in 4 yéars.
U.S. production decreased by 4 percent to 17.0 million short toms in 1978. A
recordbreaking quantity of 18.1 million ‘short tons was produced in 1979,
‘representing an increase of 6 percent over the previous year (taﬁle 7).
Producers reduced production in 1978, in ﬁart, to drawdown large inventory

accumulation.

Table 7.--Anhydrous ammonia: U.S. production capacity, product1on, ‘and
capacity utilization, 1973-80

¢ Capacity

Year Capacity , Production . , .7. atio

n

1,000 : 1,000 :

1973 mmm e : 17,372 : 15,208 :
) S — - : 17,220 : 15,733 :
1975 =mmmmm e oo g 18,391 : 16,419 :
1976--- ey 19,033 : 16,716 :
1977 == mm e e : 21,555 : 17,576 :
1978~ —=mmmmmmmm e : 22,027 : 16,967 :
LY L NS : 20,367 : 18,057 :
1980 === m e e : 20,765 :

short tons : short tons : Percent

88
91
89
88
82
77

- 89

Source: The Tennessee Valley Authority, and official statistics of the U.S

Department of Commerce.
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Utilization of U.S. productive capacity decreased steadily from 91
percent im 1974 to 77 percent in 1978 and then increased to 89 percent in
1979. The capacity utilization rate of 91 percent, experienced in 1974 is,
according to industry sources,.the highest production rate that could have
been attained in that year. With the replacement of small reciprocating
plants with la;ge modern plants the maximum capacity utilization rate
approaches 95 percent. In 1974 and 1975 prices increased dramatically; U.S.
plants weré producing as much ammoﬁia as possible to meet the demand. As
shown in figur; é, ufilization of effective capacity decreased dﬁring 1974—78.

U.S. consumption of ammoni§ increased steadily from 16.1 million short
tons in 1974 to an estimated.19.5.million short tons in 1979, or by 21 percent
(table 8). U.S. producers' share of U.S. consumption decreased irregularly
from 97 perceﬁt in 1974 to 90 percent in 1979.

On February 18, 1980, Chase EconoTetrics.¢0mp1eted a study, Fertilizer

Model Forecasts, which, among other things, projects future ammonia

production. The Chase projections were based upon several economic
indicators, including U.S. ggricultural demand for ammonia, U.S. farm price
levels, U.S. acreage planted, crop failures worldwide, U.S. grain exports, the
grain embargo; thé general state of the U.S. economy, includiAg GNP, capital
spending, the consumer.price"indéx, and interest rates, the cost of natural
gas, U.S. rail transpQrtation rates, the closing of naphtha~based ammonia
plénts in Japan and Europe, and U.S. imports from the U.S.S.R. Chase assumed
that there would be no quota on imports from the U.S.S.R. In addition, Chase
assumed that there would be a four million acre diversion program. On
February 29, 1980, powgver, Agricultute announced that there would be no
diversion program. Agricultural demand for ammonia, thus, may be stronger

than Chase predicted. According to its analysis, Chase predicted that in



Figure 5.-—Anhydrous ammonia:
production, crop years 1973-78.
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U.S. production capacity and

The U.S. ammonia capacity/production gap.
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Table 8.--Anhydrous ammonia: U.S. producers' domestic shipments and intracompany transfers,

imports, and apparent consumption, 1974-79

Producers'--

Ratio of total

domestic shipments and

. - — f Apparent E .
Period Domestic ° Intra ¢ Imports consumption’ intracompany transf?rs
: . : company ¢ Total : : s:to apparent consumption
shipments
: stransfers : : : :
: 1,000 : 1,000 : 1,000 : 1,000 : 1,000 :
:short tons :short tons:short tons:short tons:short tons : Percent
1K 7 ——— : 6,064 : 9,580 : 15,644 : 457 : 16,101 : 97
1975~m==wcmmm e - 6,653 : 8,968 : 15,621 : 808 : 16,429 : 95
1976———~—=mmmmmmy 6,837 9,567 16,404 : 730 : 17,134 96
1977 -—==-mmmemm 7,351 : 9,424‘: 16,775 : 1,078 : 17,853 : 924
1978~—————=mmm : l/ : l/ :g/ 16,823 : 1,516 : 18,339 : 92
1979-—-=—mmmmme o : l/ : l/ z:g/ 17,592 : 1,951 : 19,543 90

lf'Not available. . .
2/ Estimated by the U.S. International
exports and inventory changes.

Trade Commission, U.S. production

with adjustments for

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

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

oy-v
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fertilizer year 1979/80 U.S. production would increase by 5.8 percent, or by 1
millién short tons over 1978/79 production and that ending inventories would
be 0.5 million short tons less than beginning inventories.

In December 1979 priof to the grain embargo Agriculture similarly
projected a strong demand for ammonia in the United States. Agriculture predicted
that in fertilizer year 1979/80 U.S. production would increase by 7.0 percent,
or by 1.2 million short tons over 1978/79 production with no change in

inventories (table 9).  #x%,

Table 9.--Anhydrous ammonia: U.S. producers' beginning inventories, pro-
duction, imports, consumption, exports, and producers' ending inventories,
fertilizer years 1/ 1978/79 and 1979/80 '

(In millions of short tons)

. Actual 1979-80 forecast

Item
: 1978-79 . Chase | Agriculture
U.S. producers' beglnning inventories 2/-==--- - 2.4 : 2.1 : 2.1
Production---—===-memm e —-——— -——3 17.2 = 18.2 : 18.4
Imports 2/--—==—=———mm—m e -—= : - 2.8: 2.8: 2.8- 3.0
Total ——— e el e B D Bt : 22.4 : 23.0 : 23.2-23.5
Consumption 2/———memmmmm o : 17.5 ¢ 18.4 : 18.0
EXpOrts 2/—-——————— = e : 2.9: 3.0: 3.0- 3.3
. U.S. producers' ending inventories 2/---—------- : 2.1 : 1.6 : 2.1

1/ The fertilizer year begins July I. ;
2/ Anhydrous ammonia equivalents of chemicals and fertilizers containing
fixed nitrogen. _ :

Source: Fertilizer Model Forecasts, Chase Econometrics, Feb, 18, 1980; and
1980 Fertilizer Situation, U.S. Department of Agriculture, Dec. 13, 1979.

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

In its forecast Chase also projected that U.S. production would increase an
additional 3.5 percent from the 1979/80 fertilizer year to the 1980/81

fertilizer year.
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At the'Commission;s hearing Schnittker Associates on behalf of the
petitioners presented its projections of U.S. consumption and production of
ammonia. Schnittker forecsst that with the grain embargo U.S. consumption of
nitrogenous fertilizers would increase by 4.9 percent from the 1978/79
fertilizer year to the 1979/80 fertilizer year, and U.S. production would

increase by 880,000 short tons or by 5.0 percent during the same period.

Swaps

A large percentage of U.S.-produced ammonia is swapped among U.S.
producers. U.S. producers generally swap ammonia in order to save
transportation costs., A Califorqia producer, for example, might have a
custome; ;n Louisiaﬁa. Rather than shipping the ammonia from California, the
California.producer will arrange for a Louisiana producer to supply this
customer‘with éﬁmonia. :Ihe customef pays the California company for the
ammonia it reéeives; and the transaction is recorded as a sale by the
California company.b In addition,zthis swap transaction is recorded on the
books of each producer as so many tons received and so many tons owed. No
dollar values are assigned. Some time later the California producer will
provide a Pacific coast customer with ammonia for the Louisiana producer. In
the ldng run, és shown in.taﬁle 10, swaps made will equal swaps received.
Swaps of ammonia increased from 5.1 million short toms, or 32 percent of U.S.
consumption in 1974 to 8.2 milliqn short tons, or 45 percent of U.S.

consumption in 1978.
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Table 10.--Anhydrous ammonia: U.S. producers swaps, 1974-78, January-June
1978, and January-June 1979

(In millions of short tons)

Period f Swaps made 1/ . Swaps received
1974-—-~—-mwmmmmmmm—g 2.5 ¢ 2.6
1975-=-==-—mmmmmmme : 2.9 : 3.1
1976---—=-—===m=m==——=2 3.0 : 3.1
1977 ——=—==—mmmmmmmm——— g 3.8 : 3.7
1978-—-==—mmmmmmmmem—=y 4.1 3 4.1
January-June-- : : o

1978~-~=—====m—mmmm- : 2.2 : 2.2
1979-+==—=—mmmm e : 2.7 : 2.6

. .
. .

1/ Includes swaps made for materials other than anhydrous ammonia.

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

U.S. International Trade Commission. 49 firms reported, which accounted for
95 percent of U.S. production in 1978. '

-U.S. plant expansions and closings

Since 1974, a total of 34 U.S. plants begah operating and 13 expanded
production capabilities, adding 8;0 million sho?t tons to U.S. ammonia
production capacity. The greatést expénsion occufred in 1977‘when over 3

‘million short toms of capacity ﬁere added. Most of the new plants whiéh began
operating in 1977 were planned during the fertilizer year 1974/75 when ammonia
prices were high and shortages were predicted until the end of the century;

Of the new plants which have begun operating since 1976, 12 are large
plants with annual capacities of 340,000 short tons or more. Large plants
(more than 340,000 tons yearly capacity) accounted for 34 percent of capacityv
in 1976 and 56 percent of capacity in 1980 (table 11).

Since 1976, however, when the prediétions of continued ammonia shortages

were not borne out, 3.7 million short tomns of U.S. production capacity have
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been idled or closed (table 12). In 1979 alone, 26 plants with a total of 2.6
million short tons of capacity were idled or closed. Since 1976, the number

of small production facilities with annual capacities of 200,000 short tons or

less declined by 27, from 67 plants to 40 plants.
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Table 11.-—Anhydrods ammonia: U.S. production capacity,
by plant sizes, 1974-80

Item ©1974 7 1975 T 1976 D 1977 D 1978 0 1979 . 1980
Plants with less than 200,000 tons yearly : : : : : : 3
capacity: S : : : : : :
Number==—====—m e e e 55 : 60 : 67 : 67 : 62 : 41 : 40
Total yearly capacity o : : _ : : : :
million short tons-—: 5.0 : 5.3 : 5.6 : 5.4 ¢ - 5.2 : 4.0 : 4.0
Share of total U.S. capacity----- percent--: 29 : 29 T 29 : 25 2 24 : 20 : 19
Plants with 200,000-340,000 tons yearly : : : : : : :
capacity: H : . : : : :
Number-—-———=——m—ce e 26 : 25 s 25 : 24 : 23 : 21 : 20
Total yearly capacity : : : : : : :
: million short tons--: 7.3 ¢ 7.0 @ 6.9 : 6.6 : 6.4 : 5.5 : 5.2
Share of total U.S. capacity----- percent--: 42 : 38 : 36 : 31 : 29 : 27 : 25
Plants with more than 340,000 tons yearly : : : : : H :
capacity: : : : : : : :
Number-—-—-=—-—m=— e e : 11 s 14 : 15 : 21 : 24 : 25 27
Total yearly capacity e : : : s : :
million short tons--: 4,9 : 6.1 : 6.5 : 9.5 : 10.4 : 10.9 : 11.7
Share of total U.S. capacity-—--- percent—--: 28 1 33 : 34 T 44 t 47 :t 53 :t 56
All U.S. plants: : : : s : : :
Number------—--———=——— e : 92 s 99 s 107 t 112 : 109 : 87 : 87
Total yearly capacity ' : : : : : : :
million short tons--: 17.2 : 18.4 : 19.0 : 21,5 : 22,0 : 20.4 : 20.8
Share of total U.S. capacity-—----percent--: 100 : 100 : 100 : 100 :.100 : 100 : 100
Source: Compiled from statistics of the Tennessee Valley Authority.

Note.--Because of rounding, figures may not add to the totals shown.
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Table 12.~--Anhydrous ammonia: Changes in U.S. production capacity, 1974-80

(In thousands of short tons)

Year : . New capacity '; Idled and ; Change in

o . closed capacity | capacity
1974-===m—mmmme : 421 : 573 : -152
1975=-—==mmmmm e s 1,171 : 0 : 1,171
1976==——==m=—=mmmmm : C 642 : 0 : 642
1977 ——— -z . 3,124 : 602 : 2,522
1978~=——=—m——mmmmy 910 : - 438 : 472
1979~-——————mmmmmmmy 946 -: 2,606 : -1,660
1980---—-—--—5-——--: 413 : 15 = 398

Source: The Tennessee Valley Author1ty.

The newer ammonia plants, built after the mid-1960's, afe most efficient
when operated 24 hours per day, 7 days per week. The production rate in these
newer plants can only be reduced to approximateiy 70 percent of capacity
before eeergy imbalances and gas flow problems start to occhr. Older ammonia
plants wiih reciprocating compressef units have a greater degree OT‘:
fleiibiiity fof operating at reduced rates of capacity.

:fAcccrding.to U.S. industry.representatives, an ammonia plant, if properly
ma1ntalned, can be idled or closed. and brought back to operat1on at a later
date. Some of the plants idled and closed since 1976 could be brought back
into production if ammonia pr1ces_1ncreased tc a level that would make it

i

economically feasible. However, some .of the closed facilities are

antiquated,
some are not maintained, and some have been cannibalized to supply spare parts

for other ammonia plants. The cost to close and maintain a modern plant with

an annual capacity of 400,000 short tons is illustrated by the experiences of

First Mississippi with its Amproﬂplant located  in Dosaldsonville La. This
. . , .

plant, which was completed iﬁ the fall of 1977, did not open because of

failure to secure natural gas. The plant is now scheduled to open in th
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spring of 1980. The total cost of mothballing, maintenance, demothballing,
and depreciation of this facility is estimated by the owner to be $14
million. 1/

According to data developed by the U.S. Department of Commerce, 22 of the
"closed or idled plants are 10 years old or older, and 17 plants are 15 years
old or older.

Of the U.S; plants that have been.clbsed or idled since 1977, 31 are
. small plants with annual capacities of less than 200,000 short tons per year,
6 are medium-sized plants with capacities of 200,000 to 340,000 short toms per

year, and none is a large plant with an annual capacity of more than 340,000

short tons (table 13).

Table 13.--Anhydrous ammonia: Number of U.S. plants closed
or idled, by yearly capacities, 1977-80

) . Number of plants with a capacity of--
Year X - ,
. Under 200,000 short tons . 200,000-340,000 short tons
1977 ~ : 4 1
1978-========m=m=—: 4 1
1979-~——=m=mmmmme : ' 22 : 4
1980 - : 1 : 0
Total---~-=—--- : ~ 3T ¢ 6

Source: The Tennessee Valley Authority.

In addition, 33 of the closed plants utilized reciprocéting compressors

while only 4 utilized centrifugal compressors, as shown in the following

tabulation:

1/ See transcript of the previous hearing, p. 40.
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closed or idled

Reciprocating plants

Centrifugal
plants closed

——— e ot i i S ot e s .

e

flow , o

In its ‘questionnaire sent to all U.S. ammonia producers, the Commission

requested i

to this sec

nformation on plant closings since 1974.

tion of the questionnaire. On the basis of information reported in 2

Seventeen firms responded

annual reports, l10-K forms, and responses to the Commission's questionnaires,

the most frequently cited reasons for closing ammonia plants since 1974 were

the high cost of production, including the cost of natural gas (11 firms), the

low price of ammonia (7 firms), and outmoded .plant (4 firms), as shown in the

following tabulation:

Reason for closing plant

High cost of production, including cost

of natural gas--——-———--———-===m-—————=--

Low ammonia price---
Outmoded plant

Number of firms

—

Weak ammonia market ———
Oversupply

Low-priced imports-—--- ———

U.S. competition---—----=====m———=———=—e—=—=

Operating at a loss since 1976----
Loss of natural gas supply

e N W g

Note.--Firms frequently cited more than 1 reason for closing their plants.

Seventeen firms reported temporary shutdowns because of natural gas

curtailments, equipment failures, and strikes.

According to data compiled by

The Fertilizer Institute, approximately 1 to 3 percent of U.S. productive

capacity was idled each fertilizer year during 1974-79 because of curtailments
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of natural gas supplies. The largest loss occurred in the winter of 1976/77,

when 730,000 short tons of ammonia production were lost, as shown in table 14.

Table 14.--Anhydrous ammonia: U.S. production lost to natural gas
curtailments, fertilizer years 1974-79

Percent of

Date .
capacity

Quantity
1,000 short tons

Year ending June 30.of--

1974____ - - ) 230 1.3
1975 : 356 1.9
1976 : N 1.3
1977--~ —mm i mmeee : 730 3.4
1978 _________________________ ;: 428 1. 9

1.2

1979 et : 245

Source: The Fertilizer Institute.

Inventories

Inventories of nitrogénOus fertilizers heid by U.S. producers, as shown
in figure 6, fluctuate seasonally. InVento;ies, built up for thelspfing
planting,-are highest in February and reach their lowest levels in May and
June, after the planting season has ended. Weather plays an important role in
determining the quantity of fertilizer applied each season. Farmers may be
prevented from applying the Optimﬁm amount of ammonia to their fields if the
winter is harsh, and the spring is cold. 1In addition, since anhydrous ammonia
cannot be applied in fields that are too wet to plow, during a wet spring,
farmers may choose to use urea or another source of nitrogen which can be
applied to wet fields. | |

Yearend invéntories of ammonia held by U;S.vproduceré, as shown in table
15, increasedlfrom 2.1 million short tons in 1975 to 2.8'mi11ion short tons in
'1977. Yearend inventories subsequently decreased fo 2.5 million short tons in

1978, and 2.2 million short tons in 1979,
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Figure 6.--U.S. fertilizer manufacturers' inventories
of nitrogenous fertilizers, 1/ 1974-79,

Mil. tons

o

3

0 IILLLLlllllllllllllllllllllllllllllllllllllllllllllll~lll[llllllllllllll

1974 1975 1976 1977 1978 1979

1/ Does not include area.

Source: U.S. Department of Agriculture.
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Table 15.--Anhydrous ammonia: U.S. producers' inventories, as of
Feb. 28, June 30, and Dec. 31 of 1975-79

(In thousands of short tons)

Inventories as of--

Year . - -
; Feb. 28 | June 30 Dec. 31
1975-—————~=mmm e : 1,555 ¢ 1,132 2,062
1976=~————~—==mm ey 2,545 1,427 : 2,251
1977 === e : 2,349 1,088 : 2,785
1978-———-—~—m-mmm o : 3,273 : 1,671 : 2,486
1979-———m=mm e e : 2,921 : 1,472 : 2,163

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

Yearend inventories held by U.S. producers as a percent of U.S.
production, as shown in the following tabulation, increased from 12.6 percent
in 1975 to 15.8 percent in 1977, and subsequently decreased to 14.7 percent in
1978 and 12.0 percent in 1979. Inventories as of Dec. 31--

Percent of annual
U.S. production

1975 === e 12.6

1976===—— e e e e 13.5

1977 = e 15.8

1978-=———m e e 14.7

1979-—~we e 12.0
Employment

The number of production and related workers engaged in the production of
ammonia in the United States, as reported by 47 firms, increased steadily from
3,828 in 1974 to 4,744 in 1977, and subsequently decreased by 3 percent to
4,610 in 1978. The number of such workers further decreased to 4,137 in 1979,
representing a decrease of 10 percent. The number of hours worked by such
workers followed a similar trend, increasing from 8.4 million hours in 1974 to

10.3 million hours in 1977, and subsequently decreasing to 9.9 million hours
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in 1978 and 8.4 million in 1979 (table 16). The decline in employment can in
part be attributed to the closing of the older reciprocating plants which are
more labor intensive than the newer plants,

Table 16.--Average number of U.S. production and related workers engaged in

the production of anhydrous ammonia and the hours such workers were
employed, 1974-79

Production and

Year : related workers : Hogrs employed

s : 1,000 hours
1974 = m e e . 3,828 : " 8,416
1975 === mmmmm e e : 4,181 : 9,223
1976 = e e e e 4,350 : 9,582
1977 = mmmmmm et e e : 4y744 10,285
1978-~———m e e : 4,610 : 9,918
1979 -mmmmmmm e em e} 4,137 8,368

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

Capital expenditures

Since 1975, U.S. ammonia producers have spent more than $1 billion on
capital expenditures. Such expenditures were greatest in 1976 and 1977, when
$440 million and $360 million, respectively, were spent on machinery,
equipment, and fixtures. In 1979, only $56 million was spent by U.S.
producers on capital expenditures, as shown in table 17. The trend in capital
expenditures follows closely the trend in the industrywide ammonia plant
expansion program which began in 1975 and which was essentially completed in

1978.
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Table 17.--Anhydrous ammonia: U.S. producers' capital expenditures,
1975-79

(In millions of dollars)

Capital expenditures on--

Year ! Land or land ° Building or : M§chinery, i Total
: improvements P leasehold : equ1?ment, an
: : improvements 3 fixtures :
1975-————-—-mmmme e : 1: 2 : 129 : 131
1976~~~ -memmmr e e : 1: 4 ¢ 440 446
1977 -==mmm e e : 3: 3: 360 : 365
1978---=~memmm e : 6 : 1: 168 : 175
R A : 1/ : 1/ : 1/ : 56

1/ Not available.

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

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

Profit and loss

The Commission sent questionnaires to all U.S. ammonia producers

. requesting information on the profitability of their ammonia production
operations. Thirty-five firms, representing 79 percent of U.S. production in
1979, submitted usable information.

Most of the profit-and-loss data submitted to the Commission was based in
part on estimates by U.S. producers. Many companies' ammonia operations are
not separate profit centers, but are a component of larger accounting units
which may include the production and sales operations of all fertilizers and
other chemicals. In addition, nearly 50 percent of U.S.-produced ammonia is
captively consumed. The value imputed for this captive consumption can affect
the profitability of ammonia production operations. In 1978, for example, the
values assigned to captive consumption ranged from $23 a short ton to $140 a

short ton.



Table 18.--Profit-and-loss experience of 35 U.S. anhydrous ammonia producers on their anhydrous
production operations, 1976-79

ammonia

s Open market : Intracompany : : Cost of : Gross ° Administrative : Net oper- : Ratio of net
Year : : ¢ Total : goods : ., and selling :ating profit: operating profit
sales transfers profit

: : : : sold : expenses tbefore taxes: to total sales

: Million dollars--- -—- ' : Percent
1976 : 698 : 448 : 1,146 : 759 387 : 71 : 316 : 28
1977 : 684 524 : 1,208 : 991 : 217 68 : 149 : 12
1978 643 : 587 : 1,230 : 1,150 : 80 : 70 : 10 : 1
1979 857 : 638 : 1,495 : 1,332 163 : 95 : 68 : 5

-
-

Source: Compiled

from data submitted in response to

questionnaires of the U.S. International Trade Commission.

yS-v
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Net operating profit before taxes of thé reporting firms on their ammonia
operations declined from $316 million in 1976 to $149 million and $10 million
in 1977 and 1978, respectively. Such profits increased to $68 million in
1979. The ratio of net operating profits to total sales declined from 28
percent in 1976 to 1 percent in 1978 and subsequently increased to 5 percent
in 1979, as shown in table 18.

Sixteen firms in 1976 reported net operating margins of more than 30
percent. 1In 1979 only 1 firm reported such high margins. The number of firms
reporting losses increased from 2 firms in 1976 to 12 in 1979, as shown in
table 19.

Table 19.--Anhydrous ammonia: Distribution of 35 U.S. producers by net

operating margins, 1976-79

(Number of firms)

5 Net operating profit of-- f Net

Y . . .
ear : More than : 20 to 29.9 : 10 to 19.9 ¢ 0 to 9.9 : Ps ot M8

¢ 30 percent : percent ¢ percent ¢ percent

1976-~=====mmemmeme : 16 : 2 : 8 : 5 3 2
I : 5 9 : 4 3 6 : 9
1978----~-—=nimmmmm 1 2 : 11 : 7 : 14
1979-===—meemmm oo 1 : 3: 8 : 11 : 12

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

Return on investment

Officials at TVA and Arthur D. Little,Inc., have indicated that U.S.
producers require a 20-percent return on investment before taxes in order to

stay in business. 1/ 1In its study, Investment and Production Costs for

Fertilizers,

1/ George C. Sweeney, op. cit., and Farm Chemicals, March 1979.
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the Food and Agriculture Organization of the United Nations reported in
January 1979.that a 15-percent return on investment before taxes 1is
appropriate. Using the 20-percent figure, an average unit value of $100 per
short ton in 1978 would have been required to cover costs of production and a
20-percent return of investment (fig. 7) for 50 percent of U.S. production.
The other 50 percent of U.S. production would require an even higher price.
Sales and general administrative expenses are not iacluded in this calculation.

The cost of building a modern centrifugal plant with 400,000 short tons
of annual capacity, according to Pullman Kellogg, has increased from ##x
million in 1974 to **%* million in 1979, representing an increase of ***
percent. Such costs are estimated to increase 7 to 10 percent by 1980/81.
The cost per tonlof annual installed capacity has similarly increased, from
Fdk , as shown in table 20.

Table 20.--Anhydrous ammonia: U.S. plant capital costs and costs
per ton of annual installed capacities, 1974-79

: Cost per ton of

Year construction Capital

completed : costs 1/ : annual 1n§talled

: - : capacity

: Million dollars :
1974—mm e e e : Kk . Kedek
1975~ m e e . Rk . *
1976-~==—mm—mmmmmmmm e e : Fxk : aaks
1977 ~= == m e : ook : .23
1978 : ek . Kdek
1979--~-mmmm e e e : e s Kk

1/ Includes cost of materials, engineering, management of construction, and
labor for a turnkey plant with an annual capacity of 400 thousand short tons.
Does not include costs associated with storage and shipping termlnals, site
acquisition, or buildings other than control buildings.

Source: Pullman Kellogg.
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Figure 7.--Anhydrous ammonia: U.S. producers' average unit value of their

shipments, average cost of production, and average price needed for a
20-percent return on investment (R.0Q.I.), 1973-78.

Dollars per

short ton

150 1
140 -
130
120
110 ;
100
90 |
80 .
/70
60 |
50 |

40 -
30 A
20
10 ;
0 ' —— — +— +
1973 1974 1975 1976 1977 1978
Source: The Fertilizer Institute's study, Amn;onia Cost of Production,

conducted by Ernst and Ernst, April 1979, and official statistics of
the U.S. Department of Commerce. ' '

Avérage value of U.S.-produced
< ‘ ammonia

'y

- 20-percen
- R.O.I.

Average price needed
for a 20-percent R,O0.I. -

Average cost of production

Note.--Sales and general administrative costs are not included in
the average price needed for a 20-percent return of investment.
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The Question of Causality

Counsel for Occidental. contended at the Commission's previous hearing
that if the domestic industry producing ammonia.is experiencing material
injury, it is primafily attributable to the overexpansion of U.S. production
capacity and to the rapidly increasing cost of production. This increase in
production cost was reported to be primarily attributable to large increases
in the price of natural gas. The petitioners acknowledged that these factors
contributed to the difficulties they have experienced since 1976, but they
also contended that imports from the U.S.S.R. are a significant cau;e of

material injury.

Import penetration

Imports of ammonia from the U.S.S.R., as a percent of apparent U.S.
consumption increased from zero percent in 1977 to 4.0 percent in 1979. Based
on an estimated 5 percent annual growth rate in U.S. consumption of ammonia

during the years 1980 and 1981 and based on Occidental's estimates concerning
its imports in each of those years, this ratio will increase to *** percent in
1980, and x*x percent in 1981, as shown in the following tabulation:

Ratio of imports from the
U.S.S.R. to U.S. consumption

(Percent)
R 0
1978--=mmmmmmmmmmmmmmmmmm e 1.7
P L S — 4.0
1980===mmm e m e 1/ Hk
S C R — 1/ *xx

1/ Estimated.
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Overexpansion of the U.S. industry

The issue of overexpahsion'regarding the U.S. industry is discussed in
the sections of this report on U.S. capécity, production, consumption, and

U.S. plant expansions and closings.

Cost of production

In April 1979, the public accounting firm, Ernst and Efnst, completed a
study for The Fertilizer Institute concerning the cost to produce ammonia in
the United States during 1970-78. Thirty-four companies responded to the

survey. Results indicated thét the average cost to produce a ton of ammonia
in the United Statgs_increased from $30 a short ton in 1973 to $81 a short ton
in 1978. Natural gas, which accounts for about 64 percent of the cost of
production, accounted for most of thé incfe#se in cost, rising from an average
of $14 a short ton in 1973 to $50 a short. ton in 1978 (fig; 8). 1In reviewing
figures‘8 and 9, it should be noted that the data on cost of production are
based on the weighted average costs of 34 firms that responded to the survey

conducted by Ernst and Ernst on ammonia production costs. Thus, the costs

presented are strongly influenced by the output of the large-capacity plants,
which are more efficient than the small- and medium-sized plants. 1t -should
also be noted that production costs do not inciude sales and general
administrative costs. |

According to data collected by the Commission, the average cost of
natural gas to U.S., ammonia producers more than tripled from $0.48 in 1974 to

$1.55 in 1979, as shown in the following tabulation:
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Figure 8.--Anhydrous ammonia: U.S. producers' average unit value of their -

shipments, average cost of produetion, and average cost of naturil gas,
1973-78. _

Dollars a
short ton

150 -

140 1
130

120 .
110 .
100 .
9 |
80 |
70 |
60 |
50 |

 Average unit value of:
U.S.-produced ammonia

>

Average cost of pro-
duction of ammonia
|

I

Average cost of
natural gas

i
i
i
v

e
v

1973 1974 1975 1976 1977 1978

Source: The Fertilizer Institute's study, Ammonia Cost of Production,
conducted by Ernst and Ernst, April 1979, and official statistics of the
U.S. Department of Commerce.
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Average cost
(1,000 cubic feet)

1974==~=mm= - - $0.48
1975=mmmmmm e e .65
1976=======mm- - .94
1977 S -- -- 1.15
1978----- - 1.27

1979=—mmmmm e o e 1.55

The inqrease in the price of natural gas is linked to the sharp increase
in the Organization of Petroleum Exporting Countries (OPEC) oil prices. The
U.S. ammonia industry, using natural gas generally purchased on long-term
contracts, was somewhat insulated from the suddenness of oil price increases.
Nevertheless, a gradual plant-by-plant price increase was felt as contracts
expired or were renegotiated, and as newly constructed plants signed new
contracts for natural gas. In 1970, according to the Ernst and Ernst study,
virtually all U.S. producers purchased natural gas at prices below $0.50 for
1,000 cubic feet. By 1979, only 8 percent of the ammonia produced in the
United States‘used natural g;s priced under $0.50, while 32 percent of the

natural gas used was priced over $2.00 for 1,000 cubic feet (table 21).
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Table 21.--Anhydrous ammonia: Cost of natural gas to U.S. ammonia producers,
by percent of production, 1974-79 1/

(In percent)
C°5t‘§§:t1’°°° cubic © 1974 % 1975 f 1976 P 1977 ° 1978 © 1979
Less than $0.50---==--- : 61 : 39 : 15 : 10. ¢ 8 :
$0.50-$0 .99~ e : 37 : 46 41 22 16 : 17
$1.00-$1.49-———~mmmecm e : - 13 : 33 : 44 : 28 :
$1.50-$1.99 ———————————j 2 2 : 10 : 22 : 37 : 38
More than $1.99--~—~——cmmcmm e emn : -2 -t -3 2 11 : 32
1/ Data account for the following shares of U.S. production (in.percent):
1974 ———= --84
1975~---~- -— 89
1976 —— --92
1977 -===~=—mmmmm e 92
1978=mmmmmm e 95
1979~———~mmmm e 97

Source: Compiled from data submitted in response to quest1onna1res of the
U.S. International Trade Commission. :

Note.--Because of rounding, figures may not add to 100 percent.

This wide range of prices paid for natural gas by U.S. producers in 1979
has led to a wide disparity in the cost of producing'ammonia.- For example, as
shown in figure 9, in 1978 those producers using natural gas priced under
$0.50 for 1,000 cubic feet had an average cost of production of $33 a short
ton, while those using natural gas priced over $2.00 for 1,000 cubic feet
faced average costs of $116 to produce a short ton of ammonia.

While the amount of natural gas used to produce a ton of ammonia is
approximately the same for all sizes of U.S. production facilities, most of
the small plants use more expensive natural gas than the'large plants (figure
10). 1In addition, the other costs of production, e.g., electricity, overhead,
and 1$bor, are about twice as high per ton of production for the older and

smaller plant than for a large new plant (fig. 11).
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Figuré 9.--Anhydrous ammonia: U.S. producers'. average unit value of their
shipments and average cost of production, 1973-78.
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short ton

. Average cost of production
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10 producers using natural gas priced
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Source: The Fertilizer Institute's study, Ammonia Cost of Production,
conducted by Ernst and Ernst, April 1979 and official statistics of the
U.S. Department of Commerce.
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Figure 10.--Average cost of natural gas, by sizes of U.S. ammonia production
facilities, 1973-78

Dollars per
1,000 cubic feet

1.60

1.40

1.29

1.00

. 80

.60

Large plants

40

0

re
T

1973 1974 1975 1976 1977 1978

Source: The Fertilizer Institute's study, Ammonia Cost of Production,
conducted by Ernst and Ernst, April 1979.

Note.-~Large plant, capacity of more than 340,000 short tons a year;
medium-size plant, capacity between 200,000 and 340.000 short tons a year;
small-size plant, capacity less than 200,000 short tons a year.
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Figure 11.--Anhydrous ammonia: U.S. producers' average unit value of their
shipments and average cost of production, by plant sizes, 1973-78.,

Dollars per
short ton
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Cost of production

(small plants) ‘//,

L~

Cost of production
(medium plants)

Cost of production
(large plants)

—d
4

1973 19}4 | 19}5 19}6 1977 1978

Source: The Fertilizer Institute's study, Ammonia Cost of Production,
- conducted by Ernst and Ernst, April 1979, and official statistics of
the U.S. Department of Commerce.

. Note.-=Large plant, capacity of more than 340,000 short ton a year;
medium plant, capacity between 200,000 and 340,000 short toms a year;
small plant, capacity less than 200,000 short tons a year.
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In 1978, SRI International published a study, Ammonia Production Cost

Trends, which forecasts U.S. and Canadian ammonia production costs through
1984, The SRI forecasts were made on the assumption that all plants operating
in 1977 and those that began operating after 1977 would be operating in 1984,
Thus, the average production costs predicted by SRI includes those high-cost
plants which have already shut down in 1978 and 1979. According to SRI
projections, the average cost of prod&ction will increase from $77 a short ton
in 1977 to $119 a short ton in 1981 assuming that all plants are operating at
100-percent capacity. The average cost of prodﬁction.in 1981, as shown in
table 22, would be $124 and $130 a short ton if the plants are operated at 85
percent and 70 percent of capacity, respectively.

At the public hearing in investigation No. TA 406-5, testimony was
presented indicating that SRI's cost projections, which were completed in the
fall of 1978, did not take into account the Government's policy to decontrol
U.S. crude oil and the recent crude oil priée increases announced by OPEC.
Thus, it is likely that natural gas prices and the average co;t of ammonia
production will be higher than SRI's projections.

Table 22.--Anhydrous ammonia: U.S. and Canadian weigh;ed average total
z;gd¥;;ion costs, 1/ by varying rates of capacity utilizatipn, 1977, 1978,

(Per short ton)

Capacity utilization 1977 : 1978 : 1981
100 percent-=———=——=m—me—e———————— : $77 : $86 $119
85 percent—--——--————————meemeee : 79 : 90 : 124
70 percent--—-—————-——————— e 84 : 94 : 130

1/ At plant gate, excluding return on investment, and assuming a 6-percent
annual inflation rate, and no plant closures 1978-81.

Source: Copyright permission granted by SRI International, Ammonia
Production Cost Trends, 1978 edition.

Note.--Current dollars.
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Prices

Ammonia is a fungible commodity, traded and consumed all over the world.
Thus, U.S. prices are affected By worldwide prices. Prices of nitrogenous
fertilizers traded on the international market increased rapidly from 1972 to
1975.

With the removal of Gerrﬂment import price controls, and faced with a
shortage in the domestic market,; U.S. prices for ammonia rose dramatically in
1974. Prices peaked at about $400 per short ton in early 1975; énd then
decreased precipitously during the next several months. Ammonia prices
reached their nadir at about $78 per ton in the sumﬁer of 1978, Spot prices
have subsequently.increased to about $132 per ton in December 1979. The price
increases registered in 1979 are believed to be attributed to improved.
worldwide demand and to the force majeure declared by the U.S.S.R. on
January 30, 1979, and another force majeure declared by Mexico. The.
petitioners contend that the depressed pfices in the U.S. market in 1978 and
1979 were attributable to the availability of large quantities of Soviet
ammonia at low prices.

From January 7, 1980, to Fébruary 18, 1980, U.S. gulf coast spot prices,

as reported by Green Markets, rose from $128-$132 per short ton to $158-$163
per short ton. U.S. producers attribute this sharp increase to tﬁé ILA
boycott which they allege has prevented Occidental from.importing ammonia from
the U.S.S.R. According to Occidental officials, however, its ammonia
deliveries are on schedule; no ammonia deliveries have begn delayed by the ILA
boycott. Between Jgnuary 9, 1980 and March 15, 1980, the effective date of
the ILA boycott, 87,000 short tons of Soviet ammonia (3 shiploads) have been

offloaded at east coast and gulf coast ports which are organized by the ILA.
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The movements in prices described above can be seen in the accompanying
figures. Figure 12 is the Bureau of Labor Statistics ﬁroducer price index for
ammonia. The index represents a weighted average of spot and contract prices
taken from a survey of domestic ammonia producers. Figure 13 shows the range

of spot market prices reported by Green Markets, a fertilizer trade

publication that publishes spot prices for ammonia each week. These prices
are obtained through informal telephone surveys of U.S. producers willing to
disclose their prices. While these prices are not obtained through a rigorous
scientific survey, industry sources have indicated that no better listing of
U.S. ammonia prices has been published. These prices are spot prices and do
not include intracompany transfer prices or long-term contract prices.

Officials at the TVA, U.S. Department of Agriculture, and The Fertilizer
Institute report that the price of fertilizer is governed in large part by the
price of crops. -In the mid-1970's, massive world crop failures and the
resultant food shortage forced a dramatic rise in the price of food. During
the world food crisis, the demand for fertilizer products increased, driving
up the price. As shown in figure 14, there are close parallels between the
average unit price received by U.S. farmers for corn and the average unit
value of ammonia. Nearly 75 percent of the nitrogenous fertilizers used in
the United States are used in the production of corn.

In 1ts questionnaire sent to all U.S. ammonia producers, the Commission
requested pricing information from U.S. producers concerning their long-term
contracts to customers which purchase ammonia for use in upgrading ammonia
inté more complex chemicals. From the questionnaire responses, the Commission
has information concerning only eight long-term contracts which are comparable

to Occidental's contracts in terms of the length of the contract and the
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Figure 13.--Anhydrous ammonia: Spot prices, f.o.b., U.S. Gulf Coast,
February 1977-February 1980,
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Figure 14.--Average unit values of U.S. producers' shipments of ammonia and
average unit prices received by U.S. farmers for corn, 1973-78.
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starting date of first ammonia deliveries. The data furnished concerning
these eight contracts indicate that Occidental's sales prices were at
approximately the same level as the sales prices of the U.S. producers in the
year that these contracts were signed. 1In subsequent years, however, U.S.
producers prices were tied to cost of production or market price escalation
clauses, whereas Occidental's prices in future years were, in most instances,
tied to a fixed escalation clause that ranged between 3 percent and 6 percent
per year. U.S. purchasers of ammonia advised that they considered this fixed
escalation clause in the Occidental contract to be a decided advantage over
the escalation clauses offered by U.S. producers,

In its February 18, 1980 study,.Chase predicted that the U.S. gulf coast
spot price of ammonia will increase from $106 per short ton in April-June 1979
to $155 in April-June 1980, representing an incréase of 46 percent. The
April-June spot price, according to Chase, will rise another 20 percent to
$186 per short ton in 1981 (table 23). In making these projectioms, Ch#se
assumed that there would be a 4 million acre diversion program in 1980.
However, on February 29, 1980, Agriculture announced there would be no
diversion program. Thus, agricultural demand for ammonia and consequently

ammonia prices may be higher than Chase projected.
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Tabie 23.--Anhydrous ammonia: U.S. gulf coast projected spot prices,
by quarters, January 1980-June 1981

(Per short ton)

Period *spot price
1980: :
January-March=—————m = e e e e e e : $149
April—June ——————————————————————————————————————————————————————— : 155
July-September—-—————=—c———mc e e : 150
October-December——— = e e e e . 165
1981: . .
January-Mar ch———= == e e e e e e e : 175
April-June=m==— o e e e e e 186

Source: Fertilizer Model Forecasts, Chase Econometrics, Feb, 18, 1980,

Lost éales

U.S.Aproducers wére requested in the Commission's questionnaires to
supply information about sales of ammonia lost because of competition from
ammonia imported»from thg U.S.S.R.;:or sales for which they were forced to
reduce-their price to meet the priée of ammonia from the U.S.S.R. Only one
U.S. producer, *%* , reported that it had.lost sales to any of the 10 firms
to which Occidental is selling U.S.S.R. ammonia on a_iong-term contract

basis.

U.S. producers also cited 10 other instances in which they lost sales or

made price reductions in order to make a sale because of competition from

U.S.S.R. ammonia. When contacted by the Commission, however, only two of
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these purchasing firms reported that they had bought ammonia from Occidental.
Each bought on a spot basis. One of these purchasers reported that
Occidental's spot price was higher thén that of U.S. producers, and the other
reported that Occidental's price was in line with prices quoted by other
suppliers. |

Occidental provided the Commission with detailed information concerning
the terms of its sales contracts with each of the 10 U.S. firms to which it
had sold ammonia on a long-term contract basis. These contracts are for
periods ranging from 1 to 10 years, with prices set for periods not exceeding
3 years. The terms of the contracts as reported by Occidental were verified
by the Commission. In addition, Occidental provided information concerning
its understanding of the competitive situation at each of these accounts at
the time the contracts were being negbtiated. In one instance, Occidental
reported the competitive bid was $10 per ton lower than it actually had been,
and in another instance, the purchaser would not confirm the competitive
situation reported by Occidental. The overall analysis of the competitive
situation of Occidental's customers, however, indicated that Occidental's
price was at approximately the same level as that of the low-end quotes of
U.S. producers. Moreover, Occidental has one distinct advantage, other than
prices, in selling to certain of its U.S. customers because it has built, is
building, or is purchasing extensive storage facilities, that enable it to
provide excellent service to these firms. As previously noted, Occidental's
fixed escalation clauses are also perceived as being advgntageous to its
customers.,

The 10 U.S. firms which purchase U.S.S.R. ammonia from Occidental on a
contract basis are shown in the following list, Seven of these firms are U.S.

producers of ammonia. All seven of the producers have closed or idled U.S.
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ammonia-producing facilities since 1977. The annual capacity of the closed

and idled facilities is more than one million short tons.

The closed and idled plants

owned by the other six producers are relatively small reciprocating

plants, with the largest having an annual capacity of **% short tons.
Firm , _ Producer
RRK m e e e e e Kk
kkk ———kkk
Kok = - kkk
ki T == A - kkk
Kkk —— —— *ekok
kkk : — khk
Fekk - *kk
kkk ——m Kk
*hk —— ok
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THE WHITE HOUSE

WASHINGTON

R T I TR R ot

I b

January 18, 1980 RECEIVED
' JAN 18 1980

OFFICE OF THE SECRETARY
U.S. INTL. TRADE COMMISSION

Dear Madam Chairman:

Pursuant to section 406(c) of the Trade Act of 1974,

I have today found that there are reasonable grounds
to believe that market disruption exists with respect
to imports of anhydrous ammonia, provided for in items
417.22 and 480.65 of the Tariff Schedules of the
United States, from the Union of Soviet Socialist
Republics. I therefore request that you initiate an
investigation on such articles under section U406(a)

of the Trade Act of ;1974.

Sincerely,

DOCKET
The Honorable Catherine M. Bedell : NUIABER
Chairman
International Trade Commission
Washington, D.C. 20436
t'\
FEL25
77 7 Toiiice of the |
Secretary
Int’'l Trade Commission
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APPENDIX B

THE COMMISSION'S NOTICE OF INVESTIGATION
AND HEARING
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Federal Register / V0|15 N_o: 24 / Monday. Eebruary 4, 1980 / Notices

7645

INTERNATIONAL TRADE
COIAMISSION

{TA-106-6]

Arhydrcus Arimonia From the
U.S.5.R,; Investigation and Hearing

Investigation instituted. Following
Teceipt on January 18, 1922 of a reques!
from the President (reproduced below),
the U.S. Internutional Trade
Commission on January 28, 1980,
instituted ap investizgation under section
405{a) of the Trade Act of 1974 (13
U.S.C. 2136(a)} to determine, with
respect to imports of anhydrous
ammonia, provided for in ttens $17.22
and 480.65 of the Tariff Schedules of the
United States, which is tha product of
the Union of Sovict Socialist Republics
(U.S.5.R.), whether market disruption
exists with respect to an article
produced by a domestic industry.
Saclion 406(e}(2]} of the Trade Act
defines market disrupticn to exist within
a domestic.industry whenever “imports
of an article, like or directly ccmpstitive
with an article produced by such
dumestic industry, are increasing
rapidly, either absolutely or relatively,
so as to be a significant cause of
‘material injury, or threat thereof, to such
domestic industry.”

The President made the request
pursuant to section 4C5{c) of the Trade
Act, having found under that section
that there are reasonable grounds to
believe that market disrupticn exists
with respect to such anhydrous
ammonia the product of the U.S.S.R. The
President also found, pursuant to section
40¢{c), that emergency aciion was
" necessary and took action, under
sections 202 and 203 of the Trade Act,
limiting the quantity of such anhydrous
ammonia the prodnct of the U.S.S.R.
which may enter the United States
during the period January 21, 1980, to
January 24, 1981, to 1,0¢0,C00 short tons
(Proclamation 4714 of January 18, 1850,
published in the Federa! Register of
January 21, 1980 {$5 FR 3873)).

The text of the President's letter to the
Commission is as follows—

January 18, 1920
The Honorable Catherine M. Bedell,
Cheirman, Internationoi Trade
Commission, Washington, D.C. 20136.
Dear Madam Chairman: Pursuant to
section 465(c) of the Trade Act of 1974, I have
today found that there ure reasonable
grounds to believe that markel disruption
exists with respect to imports to anhydrous
ammonia, provided for in items 417,22 end
480.85 of the Tariff Schedules of the United

. States, from the Union of Soviet Socialist

Republics, I therefore request 54€ vou initiafe
an investigation on such articles under
section 406{a) of the Trade Act of 1974,

Sincerely,

. Jimmy Carter.

Public hearing. A public hearing in
cornection with this investigation will
be held in Washington, D.C., at 10:00
a.m., e.s.t., on Moendav. March 3, 1930.
The hearing will be held iu the Fiearing
Rooem. United Stares International Trade
Commission Building, 701 I Strect, NW.,
Warshiigton, D.C. Alkpartios will be
given an opportunity to i:e present, to
preduce evidence, and to be hoard at the
Rearing. Requests to-appear at the
licaring shouid Le received in writing in
the Office of the Secretary lo the
Commission not later than 5:00 p.m.,
Tuesday, February 19, 1980,

A prehiearing conference in
connection with this investigation will
be held in Washington, D.C., at 9:30
a.m., e.s.t,, on Thursday, February 21,
1980, in Room 117, U.S. International
Trade Commission Building, 701 E
Street, NW.

Written statements. Interested parties
may submit statements iz writing in lizu
of, and in addition to, appearing at the
public hearing. A sigaed original and
nineteen truc copies of such statements
should be submitted. To ba assered of
their being given due consideration by
the Commiission, such statements should
be received not later than Monday,
March 10, 1960.

1ssued: Janvary 30, 1980,

By order of the Commission.

Kenneth R, Mason,
Secretary.

- [FR Doc. B0-3509 Filed 2-1-30; 6.45 am)
_ BILUNG-GODE 7020-02-M
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Federal Register / Vol. 44, No. 207 ]V

Vednesday, October 24, 1979 / Notices

61269

[TA~406-5])

Anhydrous Ammonia From the
U.S.S.R.; Report to the President

October 11, 1979.
To the President:

In accordance with section 406{a)(3)
of the Trade Act of 1974, the United
States International Trade Commission
herein reports the results of an
investigation relating to anhydrous
ammonia {ammonia) from the U.S.S.R.
The investigation {No. TA-406-5) was
undertaken to determine with respect to
imports of ammonia provided for in
items 417.22 and 480.65 of the Tariff
Schedules of the United States (TSUS),
which are the product of the U.S.S.R.
whether market disruption exists with
respect to an arlicle produced by a
domestic industry. ;

The Commission instituted the
investigation, under the authority of
section 406(a) of the Trade Act. on July
18, 1979, following the receipt of a
petition under section 406 of the Trade
Act for relief from ammonia imported
from the U.S.S.R. filed on behalf of 12
U.S. producers and 1 U.S, distributor of
ammonia. The Commission held a public
hearing on this matter in Washington,
D.C. on August 29-31, 1979. Notice of the
institulion of the investigation and of the
public hearing was published in the
Federal Register of July 25, 1979 {41 FR
43536).

‘The information in this report was
obtained from ficldwork and interviews
by members of the Commission's staff,
{roin other Federal agencies, from
responses to the Commission’s
guestionnaires, from information
presented at the public hearing, from

Lriefs submitted Ly interested parties,
and from the Commission's files.

A transcript of the hearing und copies
of the bLriefs submitted by interested
parties in connection with this
investigation are attached.?

Determination, Findings and
Recommendations of the Commission

Determination

On the basis of the'investigation, the
Commission (Vice Chairman Alberger
and Commissioner Stern disscnting)
determines, with respect to imports of
anhvdrous ammonia the product of the
U.S.S.R, provided for in items 417.22
and 480.65 of the TSUS, that market
disruption exists with respect to an
article produced by a domestic industry.

Findings and Recommendations

Chairman Parker and Commissioners
Bedell and Moore find and recommend
that, in order to remedy such market
disruption, it is necessary to impose a
quota of 3 vears duration on U.S.
imports of anhvdrous ammonia the
product of the U.S.S.R., provided for in
items 417.22 and 480.65 of the TSUS, as
specified below,

The quotas for the 3-year period
beginning with calendar year 1980
would be as follows—

Quanbty
of 1mposts
Year to be
allowed
oty
{short 10ns)

1st year (1980) 1,000,000
2nd year {1881) 1,100,000
3rd year (1982) 1,300,000

Vice Chairman Alberger and
Commissioner Stern recommend that
there be no remedy in this investigation.

By order of the Commission.

Issued: October 11, 1979.

Kenneth R. Mason,
Secretary.

[FR Dac. 78-32828 Filed 10-23-79: 8:45 am]
BILLING CODE 7020-02-M




A-83

" APPENDIX D

THE PRESIDENT'S DECEMBER 11, 1979, AND JANUARY 18, 1980,
AMMONIA DETERMINATIONS
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Federal Recister | Vol. 44, No. 240 / Wednesday, December 12, 1979 / Presidential Documents 71809

(FR Doc. 79-38295
Filed 12-11-79; 1210 pm)
Billing code 3195-01-M

Presidential Documents

Determination Under Section 406 and 202 of the Trade Act of
1974; Anhydrous Ammonia From the Union of Soviet Socialist
Republics

Memorandum for the Special Representative for Trade Negotiations

Pursuant to section 406(b) and 202 of the Trade Act of 1974 (P.L. 93-618. 88
Stat. 1978), I have determined the action I will take with respect to the report
of the United States International Trade Commission (USITC), transmitted to
me on October 12, 1979, concerning the results of its investigation of a petition
for import injury filed on behalf of 12 U.S. producers and one U.S. distributor
of anhydrous ammonia provided for under items 417.22 and 480.65 of the Tariff
Schedules of the United States (TSUS).

After considering all relevant aspects of the case, including those consider-
ations set forth in section 202(c) of the Trade Act of 1974, I have determined
that provision of import relief is not in the national economic interest for the
following reasons:

1. Anticipated conditions in the U.S. and overseas markets for anhydrous
ammonia do not warrant import relief at this time. The industry is currently
operating at 86 percent of capacity and should continue to operate at compa-
rable levels, prices are sharply higher and expected to continue rising, and
strong market conditions are projected for the current and next marketing
years. Given anticipated growth in demand for grains and other crops, it is
critical that farmers have access to sufficient fertilizer supplles at reasonable
prices.

2. Relief would not limit the growth in U.S. imports of anhydrous ammonia but

will merely shift the source of foreign supplies from the Soviets to other low-.
cost producers. Thus, the domestic industry would realize little benefit from

relief and relief would be unlikely to promote industry adjustment.

You should request the U.S. International Trade Commission to issue a
factual report on overall market conditions for ammonia as prescribed under
sectron 332 of the Tanff Act of 1930. This report should be prepared on an
annu sis, beginning in November 1980, until further notice. I would plan to
h}z:ve these reports discussed with appropriate Soviet officials through existing
channels,

This determination is to be published in the Federal Register.

Fry - GL

THE WHITE HOUSE,
Washington, December 11, 1979.
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3875

Federal Reglster
Vol 45 No. 14

\unday. January 21, 1980

Presidentiai Documents

Title 3—
The President

Proclamation 4714 of January 18, 1980

Temporary Duty Increase on the Importation Into the United
States of Certain Anhydrous Ammonia From the Union of

Soviet Socialist Republics

By the President of the United States of America

A Proclamation
1. Pursuant to sections 406{c}, 202, and 203 of the Trade Act of 1974 (the Trade

"~ Act) (19 U.S.C. 2436(c), 2252 and 2253}, I hereby find that there are reasonable

grounds to believe, with respect to imports of anhydrous ammonia from the
Union of Soviet Socialist Republics (U.S.8.R.) provided for in items 417.22 and
480.65 of the Tariff Schedules of the United States (TSUS), that market
disruption exists with respect to articles produced by a domestic industry and
thal emergency action is necessary.

2. Recent events have altered the international economic conditions under
which I made my determination that it was not in the national interest to
impose import relief on anhydrous ammonia from the U.S.S.R. as recommend-

- ed by the United States International Trade Commission (USITC) on October

11, 1979. However, the factual basis upon which USITC made its determina-
tion of market disruption still exists,

NOW, THEREFORE, I, JIMMY CARTER, President of the United States of

America, acting under the authority vested in me by the Constitutionand the
statutes of the United States, including sections 604, 406(c), 202 and 203 of the
Trade Act (19 U.S.C. 2483, 2436(c), 2252, and 2253), do proclaim that—

(1) Subpart A, part 2 of the Appendix to the TSUS is modified as set forth in
the Annex to this proclamation.

(2) This proclamation shall be effective as to articles entered, or withdrawn
from warehouse, for consumption on or after the third day following the date
of publication of this Proclamation in the Federal Register and shall remain in
effect for one year unless the period of its effectiveness is earlier expressly
suspended, modified or terminated, but in any event not longer than author-
ized by section 406(c) of the Trade Act.

(3) The Commissioner of Customs shall take such action as the U.S. Trade
Representative shall direct in the implementation and administration of the
import relief herein proclaimed.

IN WITNESS WHEREOF, I have hereunto set my hand this eighteenth day of
January in the year of our Lord nineteen hundred and eighty, and of the
Independence of the United States of America the two hundred and fourth.

oy (2o
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3876 Federal Register / Vol. 45, No. 14 / Monday, January 21, 1980 / Presidential Documents

ANNEX

Subpart A, part 2 of the Appendix to the TSUS fs modified
by inserting the following new provision in numerical sequence:

Qruota Quantity
Item - Articles i {in short tons)

"Whenever the aggregate quantity of
anhydrous ammonia specified below
for item 923.10, the product of the
Union of Soviet Socialist Republics
(U.S.S.R.), has been entecred during
the period January24, 1980 to
January 24, 1981, no anhydrous
annonia in such item, the product
of such country, may be entered
durirz the remainder of such period:
923.10 Anhvdrous ammonia, provided for

(FR Doc. 50-208 in items 417.22 and 480.65..... 1,000,000"
oc. 2087

Filed 1-18-80: 2:44 pm|
Billing code 3195-01-M
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A-88

A flow diagram of a typical ammonia plant's production process is pre-
sented in figure E-1.

In a typical large ammonia plant, natural gas feedstock is compressed, if
necessary, from 300 to 600 psi and desulfurized before it enters the
primary reformer. Water, in the form of high-pressure steam, is added, and
the mixture of steam and natural gas is passed through a series of tubes con-
taining a nickel catalyst. In the primary reformer tubes, which are heated
externally to supply energy for the reaction, the hydrocarbons in the natural
gas react to form hydrogen, carbon monoxide, and carbon dioxide. The gas exit
temperature from the primary reformer is about 1,500 degrees F.

Next, the gaseous mixture enters.a secondary reformer, which also con-
tains a nickel catalyst, Compressed air is injected into the secondary
reformer, and the oxygen in the air is completely consumed in exothermic
reactions with hydrogen, carbon monoxide, and residual methane from the
primary reformer. The gas from the secondary reformer then contains suffi-
cient nitrogen (from the injected air) for the ammonia synthesis.. Exit gas
temperature from the secondary reformer is almost 2,000 degrees F. The
temperature of the outlet stream from the secondary reformer is reduced in a
tubular waste heat boiler in which high-pressure steam is generated for use in
the plant.

From the secondary reformer, the process gas enters a two-stage shift
converter where the carbon monoxide is converted to carbon dioxide. Steam is
added to a catalyst bed in the shift converter to effect the conversion of
carbon monoxide to carbon dioxide. In the first stage, shift conversion is
carried out over a chromium-promoted iron catalyst at a temperature of about
700 degrees F. The second-stage shift conversion is carried out over a copper

oxide, zinc oxide, aluminum oxide catalyst at a temperature of about 500

degrees F.
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Figure E-l.--Ammonia production process.
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Source: Agrico Chemical Co.
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The next step in the ammonia synthesis process is the removal of carbon
dioxide from the gas stream, and a number of methods have been used to do
this. One of the processes uses ethanolamines to scrub the synthesis gas.
Ethanolamines have a high solubility for carbon dioxide, so ome process
consists of counter-current extraction in the absorber and subsequent regene-
ration of the ethanolamines in a reactivator by steam stripping and heating.
The removed carbon dioxide is generally piped to a urea plant for use in urea
synthesis or is vented to the atmosphere.

Before the synthesis gas is sent to the ammonia converter, the carbon
dioxide and carbon monoxide content must be reduced to very low levels. One
widely used process for doing this is the methanation process, in which carbon
dioxide and carbon monoxide are reacted with hydrogen over a nickel catalyst
to form methane and water. The remaining gas mixture now consists of the
proper ratio of hydrogen and nitrogen and is ready for the ammonia synthesis
reaction. The synthesis gas must be compressed before it enters the con-
verter. The newer ammonia plants use centrifugal compressors driven by steam
turbines, while older plants use reciprocating compressors driven by electri-
cal motors. Reactor pressures of about 2,000 psi are common in 1,000-ton-per-
day plants, while the optimum pressure in a 1,500-ton-per-day plant is about
3,500 psi, although some designers favor higher pressures, to about 4,500
psi. The ammonia synthesis is carried out at a temperature of about 1,000
degrees F over an iron oxide catalyst promoted by aluminum oxide and potassium
oxide, calcium oxide, or magnesium oxide. The reaction of hydrogen and nitro-
gen, in the presence of a catalyst, is highly exothermic, ana means must be
provided in the converter for dissipating the excess heat generated in the
system. Effluent from the ammonia converter is heat-exchanged against fresh

inlet gas, and a bypass line around this exchanger permits feed gas to
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be introduced into the converter without preheating and provides femperatﬁre
"control to the top catalyst bed.

Ammonia product'is removed from the converter effluent by cooling the gas
to a low enough temperature (-10 degrees to 20 degrees F) so that the ammonia
condenses and is removed as liquid anhydrous ammonia, while the unreacted
synthesis gas is recirculated back though the ammonia converter. Product

ammonia is then piped as a liquid into refrigerated storage tanks or piped to

shipping terminals for distribution.
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APPENDIX F

U.S. PRODUCTION FACILITIES



_WORLD FERTILIZER CAPACITY

JECONOMICS AND MARKETING RESEARCH SECTION.

TENNESSEE VALLEY AUTHORITY
MUSCL.E SHOALS» ALARAMA 335440

ANMONIA

01/14/80

76~V

CAPACITY DATA HAS BEEN COMPILED FROM PUBLISHED SOURCES, CONTACTS WITH

INDUSTRYy AND OTHER SOURCES.

TVA MAKES NO GUARANTEE OF COMPLETENESS

OR ACCURACY OF THIS LIST. COMMENTSs CORRECTIONS, OR ADDITIONS WOULD

BE APPRECIATED.




"PLANT STATUS CODING

- PR - OPERATING UNIT
o UCT -~ UNDER CONSTRUCTION-

CTR CONTRACTED
A PLN PLANNED
A T
£ IDF - INODEFINITE OR INSUFFICIENT INFORMATION -
:; EXP EXPANSION OF EXISTING FACILITIES

CLS CLQSED |

1Dl IDLE

S1.0 CHANGE IN OWNERSHIF




—-ELANT _
LOCATION STATUS 1947 1970 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 IDF

(THOUSAND SHORT TONS MATERIAL)

AGRICO CHEM-WILLIANMS
___BLYTHEVILLE, AR____EXF 340 340 _ 390 = 390 407 _ 407 407 407 407 407 407 407 _ 407 _ 407 407 407
DONALDSONVILLEs LA EXF - 340 400 400 434 434 468 468 468 468 468 468 4468 468 468 468
VERDIGRIS, OK OPR - - - ~ 420 420 B840 840 840 840 840 840 B840 840 _ 840 _ 840

»~AIR FRODUCTS & CHEM T e
t o NEW _ORLEANS, LA OPR 210 210 210 210 210 210 210 2 210 210 210 210 210 210 210 210

FACE JCT,» FL OFR 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100
* _ALLIED CHEMICAL CORF I e e e e e e e
g LAFLATTE: NE OFR 172 172 172 172 172 172 172 172 172 172 172 172 172 172 172 172
ey e ELS 28 28 28 28 28 28 28 - - - - - T = - -
" HOPEWELLY VA OFR - 340 7 3407 340 340 T 340 T340 320 340 340 340 330 340 330 340 340
v CLS 400 - - - - - - - - . - - — - - -
a GEISMAR, LA OFR - 340 340 340 340 340 340 340 340 340 340 340 340 340 340 340
" SQUTH POINT, OH  CLS 80O 80 80 80 _ 80 80 - - - - - - - - - -
" CLS 80 80 80 80 80 80 80 80 - - - T p pn
, CLS 80 80 80 80 80 80 80 80 - - - - - - - - -
, HELENA» AR OFR - - - = - - - 210 210 210 210 210 210 210 210 210
= AMERICAN CYANAMIL B
- FORTIERs LA OFR 340 340 340 340 340 340 340 340 340 340 340 340 340 340 340 340
. CLS 54 - - - - - - - - - - - - - - -
v OPR - - . - - - - - - 240 240 240 240 240 240 240 240 T
» _AMOCO OIL CO e . L
" TEXAS CITYr TX IDL 198 198 198 198 198 198 - - - - = - = = z
. OFR - 522 522 522 522 522 522 532 532 522 533 522 522 522 5232 522
«  APACHE FOWDER CO. -
- BENSON, AZ 10L 15 15 15 15 15 15 15 15 15 - - - - - - -
»~ APFLE RIVER CHEMICAL e o -
. EAST DURUQUE, IL  SLD 230 230 230 - - - - - - - - - -
<« " TARKLA CHEM.CORF. T e e : -
- HELENAr AR SLD 210 210 210 - - - - - - - - - - - - -
+ T ATLAS CHEMICAL (TYLER) T -
" JOPLIN, MO ___OPR 136 136 136 136 136 136 136 136 136 136 136 136 136 136 134 136
-~ BEKER INDUSTRIES '
“ CONDAs ID . OFR - = = - 160 100 100 100 100 100 100 100 100 100 100 100
- CARLSBAD, NM DL - - - - - 210 210 - - - - - - - - -
* __BORDEN CHEM CO.. A . :
. GEISMAR, LA EXF -~ 340 340 340 340 340 340 340 340 353 353 353 353 353 353 353
. SAN JACINTO, TX cLs 40 - - - - - - - - - - - - - - -
-« CALUMET NITROGEN T —
- HAMMOND » IN CLS 140 - = - - - - - - - - - - - - -
« CAMEX» INC. - B T — T T T T
. BORGERy TX _ EXF_ - 340 400 400 400 400 400 400 400 400 400 400 400 400 400 400
«~ CAR-REN
“ COLUMBUS» MS OPR - . - - ~ - - 68 68 68 48 48 68 48 68 68 68
. CF TRIUSTRIES INC= T . T . R SRR . A - 5 ¢ be B ew
“ DONALDSONVILLE, LA EXF - 340 375 375 375 375  37%  37% 375 375 375 375 375 375 375 375
P e 54 it Y+ S 5 T &S I - SR - SR v TR o M o/ S 7S 4 S o4 - B &4 S A T - M - M
" OPR - - - - - - 840 840 840 840 8B40 840 840  H40 840 840
« T "FREMONTr NE OFR 48 48 ‘487738 48 48 FY:} 38 38 38 30 38777 TaF T 748 ry: N 39
- _ TERRE_HAUTE, IN OFR_ 150 150 150 _ 150 150 150 150 150 150 150 150 150 150 150 150 150




«__TvAa - 01/14/80 WORLD FERTILIZER CAFACITY : _AMMONIA

COMPANY AND FLANT

‘ LOCATION STATUS ~19477 1970 1973 71973 71975 1979 1980 {981 19§ "I¥B3 TIYEY T IVEET T ITF

. - v o b e o 4200 St it bt A 8090 e SOt A0 okt PSS St S 4000 $008 408 S i 447 4R S S0 S oAk . bk R S0k SHAL SLin e e o i A i S S e . e 48 S T o e e o S i v i o o A ot e o S e T e o S S S\ s = eum tvae S0 Se4n S A4 Shee S ok S Smr far Sn s T e 14 s Liaw WS 4400 g b kb et e St s S o

- T T e (THOUSAND "SHORT “TONS MATERIAILY — — ~—rrrmsmmmsn s e e
: TSR ot e o et et s e e, . ——— e —-

CF INDUSTRIES,INC. _
" TUNIS-AHOSKIE, NC _OFR -~ 240 2
- TYNERy TN . 0FR 17017071
« __CHEMICALS»INC,--IMCC

. BARTOW, FL €L 105 TS = = = = - e = = = = = =
CHEVRON CHEMICAL CO. '
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“ RICHMOND, CA IDL 130 130 130 130 130 130 130 130 - - - - - - -

“ FORT MADISON, IA  OFR 16577165 10577105 105 105 105 TI65 165 105 105 o5 lOb 105 105 105
_____ElL._SEGUNDO, CA EXF - = 4 20 20 20 20 20 20 20 20 20 20 20 20 20

CITIES SERVICE
LAKE CHARLES, LA _ CLS 140 140 - - - ~ - - - - - - - - - -

PR

s TAMPAy FL SLD 120 120 120 - - - - - - - - - - - - -
» _COLUMBIA NITROGEN o o N e : R L
" AUGUSTA» GA cLs 122 122 122 122 122 122 122 122 - - - - - - -
" L QFR. __~ - = - - - - 510 510 510 510 510 510 510 510
*  DIAMOND SHAMROCK
. DEER_FARK», TX CLS 35 35 - - - - - = - - - - - - - -
- DUMASy TX OFR 160 160 140 160 160 160 140 160 160 160 160 160 160 160 160 160
- DOW CHEMICAL CO. e o e L :
" FREEFORT» TX OPR 115 Ti1s ~ 115 115 115 115 115 Tii1s 115 115 115 115 115 115 115 115 5
_____ MIDLAND, MI . CLs 34 - - - - - - - - - - - = - - - M
FLAGUEMINE, LA €LS 60 - - = = = R P - = TS = =
« __ FITTSBURGy CA CLS 12 - - - - - - - - - - - - - - -
E.1.0UFONT DE NEMOUR ;
- BEAUMONT» TX OFR - 340 340 340 340 340 340 340 340 340 340 340 340 340 340 340
v BRECLE, WV CLS ~ 77— 73307 77340 T 7330 0 7330 340 T T340 T340 <= - = - - = -
- — CLS 279 - .. = Tz - - = - T T T - -
- GIBESTOWN, NJ CLS ™ s T TS = = = = Tl = - - - T LT -
VICTORIAs TX OPR___ 100 100 100 _ 100 100 100 100 100 _ 100 100 100 100 100 100 100 100 L
TUVAL CORF(OXY)
HANFORD, CA IDL U2 SN2 SN2 SN2 S -s 5 2 T e T T - —
e 1T - 2 2 2 5 R = O S
“~  EL PAS0 PRODUCTS
< TTTBDESSAY TX OFR 77115 " TIIS T 1157 11S 118 118 1S {19 T 11s 11577118 ”“IIE“"IIJ‘""lis 115 115
- . __..CLs 20 - o - T DL e i - -
EXXON CORF. o o N
* TROUFs TX 10F " ST DU o S R .4 S

- TFARMUANT INOUSTRIES
. FORT DOLGE» IA OFR 21 210 210 210 210 210 210 210 21

T TOLGE TITY, RS T T ORRTT -
. FLAINVIEW, TX _cLs 2

6 - - - : LT
HASTINGSy NE OFE T40 7 1407 14077 120 140 140 T 140 140 140 140 140 140 140 140 140 140
ENIDy OK . OFR - - ... 420 420  B40 840 840 840 840 840 8B40 840 840 = 840

LAWURENCE s K& TTELE T Ti90 1900 - T =TT - - - - - - - - - -

o 210 210 210 210
0 210 210 210 210

210 210 2
2107 21672

3 'QTb"“EIG""ifb”“”éld""wéiﬁm"”lo 216 7210

. OFR_ - 340 340 340 340 340 240 340 340 340 340 340 340 340 340
FOLLOCKY LA OF

w  FELMONT 0Lk CORFORAT ION e e et a2 s s« i oz e e s . .

- T AN FANe NY oFRk 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85 85

T T - = 420 420 420 7 420 3307 7 430 420 A0 42077420
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LOCATION STATUS 1967 1970 1973 1974 1975 1976 1977 1978 1979 IDF
(THOUSAND SHORT TONS MATERIAL)
usA
FIRST MISS CORP(AMPRO)
DONALDSONVILLE, LA PLN - - - - - - - - - 400
FMC CORPORATION '
S. CHARLESTON, WY OPR 24 24 24 24 24 24 24 24 24 24
GARDINIER : -
TAMPA, FL OPR - - = 120 120 120 120 120 120 120
HELENAs AR SLD - - - 210 210 210 210 - - -
GEORGIA NITROGEN :
GORDON»s GA SLD - - - - - 34 - - - -
GEORGIA PACIFIC
PLAGUEMINE, LA OPR - - - - - - - - 196 196
GOODPASTURE » INC, .
DIMMITT, TX IDL 31 31 31 31 31 31 31 31 - -
OPR - - - - - 40 40 40 40 40
GRACE AND EBASCO A
BASKETT, KY IDF - - - - - - - - - 408
GRACE-OKLA,NITROGEN :
WOODWARD» OK OPR - - - - - - - 400 400 400
W.R.GRACE & CO. .
WOODSTOCK» TN CLS 275 275 - - - - - - - -
OPR - - 340 340 340 340 340 340 340 340° 7
BIG SPRINGS» TX IDL 100 100 100 100 100 100 100 - - - ®.
GREEN VALLEY CHEMICAL
CRESTON, IA OPR 35__ 35 35 35 35 35 35 35 35 35
GULF OIL CORPORATION '
PITTSBURG» KS CLS 189 - - - - - - - - -
HENDERSON» KY CLS 107 - - - = = = - - -
VICKSBURG» MS CLS 81 - - - - - - - - -
HAUREYE CHEM(GETTY) :
CLINTON, IA OPR_ 138 138 138 138 138 138 138 138 138 138
-~ HERCULES, INC.
HERCULES, CA SLD 70 70 70 70 70 70 - - - -
LOUISTANA, MO OPR 70 70 70 70 70 70 70 70 70 70
HOOKER CHEMICAL CO.
TACOMA, WA OPR 23 23 23 23 23 23 23 23 23 23
IMEXs INC,
GORDON» GA. IDF - - - - - - - - - 34
INTERNAT ‘L _MINERALS
STERLINGTON, LA CLS 140 - - - - - - - - -
) IDL - 340 340 340 340 340 340 340 - -
IDL - - - - - 30 30 30 - -
OPR - - - - - - 400 400 400 400
JUPITER CHEMICAL (TERRA
LAKE CHARLES, LA  OPR - - - - - - 78 78 78 78
RATSER AG.CHENICALS
SAVANNAH» GA OPR__ 100 100 100 100 100 100 100 100 100 100"
100 50 50 50 50 50 50 50 50 - =
PRYORy OK 1DF - - - - - - - - - o105
KETONA CHEMICAL CORF
KETONAy AL CLS 51 51 - - - - - - -
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TVA - 01/14/80 WORLD FERTILIZER CAFACITY AMMONIA
COMPANY AND __PLANT
LOCATION STATUS 1947 1970 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985  I0F
(THOUSAND SHORT TONS MATERIAL).
]
USA
MISS CHEMICAL CORP.
YAZOO CITYs MS EXP 340 340 340 340 340 393 393 393 393 393 393 393 393 393 393 393
) cLs 113 - - - - - - - Z - - - - - - -
PASCAGOULA, MS OPR 475 175 175 175 175 175 0?5 175 175 175 175 175 175 175 175 175
MOBIL CHEMICAL CO.
BEAUMONT» TX SLD 300 300 300 300 300 - - - - - - - - - - -
MONSANTO COMPANY
EL _DORADO» AR CLS 280 - - - - - - - - - - - - - - -
MUSCATINE, IA CLS 100 100 - - = - = = = = g = = = = =
LULING, LA OPR__ 450 450 450 450 450 450 850 850 850 B850 850 850 850 850 -850 850
NJ ZINC-GULF SWEST :
PALMERTON» PA OPR 3S 35 35 35S 35 35 35 35 35 25 35 35 35 35 35 35
NIPAKy INC. (ENSERCH) ’
PRYORs OK SLD 105 105 105 105 105 105 105 105 - - - ~ - - - -
KERENS» TX CLS 96 94 96 96 96 96 96 96 - - - = - = - -
CLS - - - - - - 19 19 - - - - - - - -
NITRINsINC, -
CORDOVAs Il ClLS 140 - - - - - - - - - - - - - - -
NORTHERN CHEM.IND. R
SEARSPORT» ME CLS 40 = - - - - - - - - - - - - - - o
N-REN CORP(CHEROKEE N) 03
PRYOR, OK EXP 55 55 55 55 55 . 94 94 94 94 94 94 94 94 94 94 94" o
= 0 ARN NAT)
PLAINVIEW, TX CLS - - - 40 60 460 - - - - - - - - - -
N-REN CORP (ST.FAUL AM)
PINE BEND» MN cLs 20 - - - - - - - - - - - - - - -
v IL OPR - = = 238 238 238 238 238 23§ 238 238 238 238 23y 38 238
N-REN CORP . '
v = = = = = r3:] r3:] ry:] X:] ry:] &8 &8 38 &8 [¥:) 58
OCCIDENTAL AG.CHEM.
TAFTs» LA OPR - = - - - 90 90 90 90 90 90 90 90 90 20 90
LATHROP, CA IDL 120 120 120 120 120 120 120 120 - - - - - - - -
IDL - . - - - 40 40 40 40 - - - - - - -
PLAINVIEWs, TX IDL - 52 52 52 52 52 52 52 52 - - - - - - -
~OLIN CORPORATION
LAKE CHARLES, LA ogg 433 490 490 490 490 490 490 490 490 490 490 490 490 490 -490 490
T = = pen - = - = = - - - oy = = =
PENNSALT CHEMICALS :
' v i s 33 33 = = = = = = = = = = = T T =
PORTLANDs OR OPR 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8
KENNEWICK» WA OPR 155 155 155 155 155 155 155 155 155 155 3155 155 155 155 155 155
LEON :
BEATRICE» NE OPR 210 210 210 210 210 210 210 210 210 210 210 210 210 210 210 210
ETTER, TX cLs 210 210 210 - - - - - - - - - - - - -
PASADENA» TX CLS 230 230 230 230 230 230 - - - - - - - - - - o
PPG INDUSTRIES .
NATRIUMy WV OPR 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50
REICHHOLD CHEMICALS
ST HELENS: OR OPR - - 90 20 90 90 90 90 90 90 90 90 90 20 90 90




& % 8 ¥ F-3 &8 ¥ ¥ ¥ 8 % ¥ ¥ ¥ 3 WM % ¥ a 3 & 3 5

TVA - 01/14/80 : WORLD FERTILIZER CAPACITY ANMONIA

[]
. LANT
. LOCATION STATUS 1967 1970 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 IDF
’ (THOUSAND SHORT TONS MATERIAL)
, usa
»  RESERVE OIL & GAS i ) R
" HANFORD, CA SLD 21 21 - - - .= - - - - - - - ~ - -
s ROHM 8 HAAS : .
) DEER_ PARKs TX ~ CLS 45 45 45 45 45 45 45 45 - - - - - - = -
«~ SHELL CHEMICAL CO. N .
N ST HELENS» OR CLS 920 90 - - - - - - ~ - - - - - - -
” PITTSBURG» CA CLS 110 - - - ~ = - = - - - = - - = -
VENTURAs CA CLS 105 105 - = - - - - - - - - - - - - .- -
CLS 40 60 - - - - - - - = - - - - = -
J.R.SIMPLOY
POCATELLO» ID EXP 54 - 54 54 108 108 108 108 108 108 108 108 108 108 108 - 108 108
SOUTHWEST NITROCHEM .
CHANDLER, AZ SLD 40 40 - - - - - - - - - - - - - -

SUN OIL COMPANY
MARCUS HOOK» PA CLS 133 133- 133 - o= - - - - - - - - - - - =
SWIFT CHEMICAL (ESMARK) ‘

BEAUMONT, TX IDL - - - - - 300 300 300 - .- - - - - = -
TENNECO CHEMICAL : 3 .
HOUSTON, TX L 210 210 210 210 210 210 210 210 - - - - - - - -4

TENNJVALLEY AUTH.

MUSCLE SHOALSs AL CLS 45 35 - - . - = = oo = = = = = = = = >
OPR - - 74 74 74 74 74 74 74 74 74 74 74 74 74 74 5
TERRA CHEMICALS ; ©
PORT_NEAL» IA PR - 210 210 210 210 210 210 210 210 210 210 210 210 210 210 210
TEXACOs INC.
LOCKPORTs IN CLS 77 77 - - - - - - - - - - - - - - -
TIPPERARY CURP. !
LOVINGTONs NM CLS - - o - 34 34 34 - - - - - - - - - -
LS = = = . - 66 66 = - = = = - - - - - =
TRIAD CHEMICAL :
DONALDSONVILLEs LA OPR - 340 340 340 340 340 340 340 340 340 340 340 340 340 340 _ 340
UNION CARBIDE CO ‘ i , , o : o e
“ TEXAS CITYr TX LS 8 . - - - - - = = - <= - - = = -
« UNION OIL CO.(COLLIER) : L . e o o L ) X N
- v TUTTEPRT T = T 810 8T8 T SI0 S10 78107 510~ 1620 71620 T1020 10207 10200 1020 1020 1020 Tio207 T T T
. BREA»s CA EXP___260 260 260 280 280 280 280 280 280 280 280 280 280 280 280 280
" CLs 120 - - - - - - = - - - = = 7= = == ’
« U,S,IND,CHEMICALS . L - o e
< TTTUSEDLA, TL T ELE B0 T T T T T TR e e T T e s ST = DT T e

‘AELHy CA . CLS 178 176 178 173 178 173 1785 178 = = = = = = - =
- - 33 . 33 33 33 33 - - - - - - - -

CHANDLER» AZ DL -

+ _USA PETROCHEM CORP et o e e e e —
«TUENTURAS CA TS e R 60 60T 0T T = = = - = = = =

“ __U.8,5.AGRI-CHEMICALS - - e e : e e e e e e e e
“ AT r PA OPR = - 325 325 325 325 325 325 325 325 325 325325 325 325 3%

- CRYSTAL CITY, MO CLLS 98 - = - = T T T = T T .= - - - o
T EHEROREE, TAL OPR T YT LT 9777 TN T AP TN 1797 1777797 177 177 T 7177 177 177 T 177

. GENEVA, UT OPR 70 70 70 70 70 70 70 70 70 7070 70 70 70 70 70 L
« TVALLEY NIT.PRUDUCERS - T e - T T T s T e e v o T T

. EL CENTRO» CA OFR - 210 210 210 210 210 210 210 210 210 210 210 210 210 210 210

{




v TVYA - 01/14/80 . ‘ WORLD FERTILIZER CAPACITY - _AMMONIA
. COMPANY AND PLANT .
. LOCATION STATUS 1947 1970 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 ThF
, ' (THOUSAND SHORT TONS MATERIAL) "" T
. 1
. usa . -
«  VALLEY NIT.PRODUCERS ,
" HERCULES» CA IDL - - - - - - 70 70 - - - - - - - -
»  VISTRON CORPORATION
" LIMAy OH CLS 136 136 - - - - - - - - - - - - - -
“ EXP - - 450 450 450 450 475 475 475 475 475 475 475 475 475 475
*__YULCAN MATERIALS -
»  WICHITA» KS CLS 23 23 23 23 23 23 23 23 - - - - - - - -
. CLS - - - - - 12 12 12 - - - - - - - -
WYCON CHEMICAL CO.
CHEYENNE s WY OPR 33 147 147 167 167 147 167 167 167 167 147 167 167 167 167 167
TOTAL _USA 13306 16887 17372 17220 18391 19033 21555 22027 20367 20745 20765 20765 20765 20765 20765 21652
CANADA

BEKER INDUSTRIES
SARNIA, ONT IDL - - - - 170 170 170 - - - - - - - - -
IoN IND.oLTD, :
COURTRIGHTs ONT EXP 340 340 340 340 340 400 400 400 400 400 400 400 400 400 400 400

Tt g & 2 6 ¥ 8 % ¥ B X ¥ H T N-3

MILLHAVENy ONT CLS 66 - - - - - - - - - - - - — - -
CANADIAN FERT.LTD. - ' T
_____MEDICINE HAT» ALTA OPR - = = = - - 800 800 800 800 800 800 800 800 800 800 =
COMINCOsLTD, ) . D =1
CALGARY» ALTA OPR 125 125 125 125 125 125 125 125 125 125 125 125 125 125 125 125
» TRAIL, BC OPR 70 70 720 70 70 70 70 70 70 70 70 70 70 70 70 70
. CLS 85 8s - - - - - - - - - - - - - -
» CARSELCAND, ALTA OFR = = = = = - 300 400 300 300 400 400 F00" 3007300 300
= CYANAMID OF CANADA .
- WELLARND ONT PR 250 250 250 250 290 250 250 250 250 250 250 250 250 2950 250 250
- DOW CHEM.OF CANADA .
N y T CLS 130 140 = = - = - - = - = = = = - =
« ESSO CHEMICALS .
«~  REDWATER» EXP = 210 210 210 210 210 210 280 240 T 260 260 ~ 260 T280 7 240 260 280 -
" ALBERTA PLN - - - - - = - - - - - - - 375 375 375 )
)z TCAL T
MAITLAND» ONT CLS 37 37 - - - - - - - - - - - - - -

- OPR 88 88 88 68 88 a8 88 88 88 88 88 86 88 88 88 88
N.W. NITRO CHEMICALS
CINE HAT, ALTA SLD 88 86 = = = = = - - = = = = =TT = ;
SHERRITT-GORDON MINE :
« T FT SASKATCH7 "ALTA OPR—T&0 180 — 180 180 1&0 160 ~ 1&0 180 140 180 ~ 180 180 180 180 ~160 1807~ 7 7 77
J+R. SIMPLOT CO.

Y A OPR 1710 T10 110 110 110 110 1107 119 1io 110 19110 1T 110 " 116~ 110" "~ 77
WESTERN COOP FERTILIZER

. CALGARY, ALTA OFR 70 70 70 70 70 70 7077770 0T T8 T 70 70T OO0 AT Ty v T “0.“—""
- HEDICINE(HAT: ALTA OPR - - 66 b6 66 66 66 46 b6 [-Y-] b6 66 66_~m ~__45»6 - &6 f’_‘é_,_,_ e
« TOTAL CANADA 1607 1751 1489 1489 1659 1719 2919 22799 2799 2799 2799 2799 2799 3174 3174 3174 e
v~ N AMERICA 14913 18861 20050 24474 ) 23166 23564 23544 TUTTTREeIy T T T

18638 18709 20752 24826 23564 23564 © 23939 24826
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APPENDIX G

ANALYSIS OF THE OCCIDENTAL-U.S8.S.R. AGREEMENTS BY THE
GENERAL COUNSEL'S OFFICE, SEPTEMBER 1979
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The Occidental-U.S.S.R. Ammonia Agreements

Ammonia impérts from the Soviet Union by Occidental are pursuant to a
series of bilateral agreements between Occidental Petroleum Corp. and the
Ministry of Foreign Trade of the U;S.S;R. The agreements are of two types--
the so-called ''technical agreements,' which require Occidental to assist the
Soviets in building and financing about 900 million dollars' worth of ammonia
plants and related facilities, and the "fertilizer agreemenfs," which cover
the ‘intended sale by Occidental to the U.S.S.R. of egperphosphoric acid and
the sale by the U.S.S.R. to Occidental of ammoﬁiﬁ, urea, and ﬁotash. The
agreements, which cover the period 1978-97, collectively constitute a form of
bafter arrangement, since the parties intend the Sovieg importé of super-
phosphoric acid to equal in value the U.S. imports of ammonia, urea, and pot-
ash. The U.S. imports would include 900 million dollars' worth of ammoﬁia,
the'proceeds of which would be used to repay the $900 million in loans
- (including interest) borrowed by the Soviets to build their ammonia plants and
facilities. |

The agreements are discussed in further detail below. The discussion

will concentrate on the fertilizer agreements.

The parties involved

Occidental Petroleum is a California corporation headquartered in Los
Angeles. It is a large multinational corporation involved primariiy in ex-
tractive industries and in the refinement and marketing of extracted products,
i.e., in the exploration for and production of oil and gas, the mining of coal
and phosphate, and the manufacture of numerous chemical products, including
chemical fertilizers made from ammonia and phosphate. At the close of 1978,

Occidental had 79 subsidiaries, including 21 foreign subsidiaries,
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all but 3 of which were direétly or indiréctly wholly owned by Occidental.
In 1978, Occidental had total sales of $6.25 billion and aséets of $4.6
billion. | |

Occidental's fertilizer operations, inclﬁding the importatibn and market-~
ing of Soviet'ammonia, urea, and potash, and'the mining, refining, and market-~
ing of phosphate and phosphate fertilizers,.are handled by its Hooker Chemical
Corp. subsidiary and Hooker's subsidiaries (Hooker has 30 subsidiaries and
sub-subsidiafies).

The Ministry of Foreign Trade of the U.S.S.R. is an agency of the Soviet

Government.

The agreements

In general.--Commencing in April 1973, Occidental entered into a series
of agreements with the U.S.S.R. which, as amended from time to time, provide
for (15 the furnishing by Occidental to the U.S.S.R. of technology, design,
construction supervision services, and equipment for ammonia and super-
phosphoric acid port storage anﬂ ammonia pipeline facilities presently under
construction by the U.S.S.R., and (2) the sale by Occidental to the U.S.S.R.
of superphosphoric acid and the purchase by Occidental from the U.S.S.R. of
ammonia, ufea, and potash'during the 20-year period 1978-97 in certain speci-
.fied'quantities. The first group of agreements are generally identified as
the "technical agreements" and the second group as the "fertilizer agreements."

The technical égreements have no&, for ﬁhe most part, been complied
with. Occidental has substantially diséharged.its responsibilities thereunder
with réspebt to technology, design, and equipment delivery, and the comstruc-

tion supervision services are expected to be completed in 1980. The technical

agreements provide for gross payments to Occidental of $165 million in the
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aggregate, and Occidental has stated that the technical agreements have been
profitable in each year since 1974.

The first shipments under the fertilizer agreements took place in 1978.
The agreements call for Occidental to ship to the U.S.S.R. in the years
1980-97, 1 million metric tons 1/ annually of superphosphoric acid, and to
ship lesser quantities in 1978 and 1979 (10,000 and 480,000 metric tons,
respec— tively). Occidental is to purchase from the U.S.S.R. (1) pursuant to
a 20-year agreement, 1.5 million metric tons of ammonia, 1.0 million metric
tons of urea, and 1.0 million metric tons of potash during each of the years
1980-97, -and lesser amounts in 1978 and 1979 (only uréa was to have been pur-
chased in 1978 under the 20-year agreement), and (2) pursuant to a 10-year
agreement an additional 350,000 metric tons of ammonia in 1978, 510,000 metric
toﬂs in 1979, 350,000 metric tons annually in 1980 and 1981, and 600,000
meﬁric tons annually in 1982-97. The respective quantities are set forth more

clearly in the following tabulation (thousand metric tons):

; ; X tﬁ:c;e:£s ; Each of ; Each of
Item . 1978 | 1979 | 1000 ana : the years . the years
; ; ; 1981 ; 1982-87 . 1988-97
Sales to U.S.S.R.: s : s : :
Superphosphoric acid--=—==-- : 10 = 480 : 1,000 : 1,000 : 1,000
Purchases from U.S.S.R.: H : : H H
Ammonia pursuant to a : : : : :
10-year agreement—-~=-==--- ¢ 350 : 510 : 350 : 600 : -
Pursuant to a 20-year H : : : :
agreement--—-—-—~~—=———=———-- : - 1 440 : 1,500 : 1,500 : 1,500
Total ammoniag~---—-=—=—-=--- : 350 : 950 : 1,850 : 2,100 : 1,500
Urea-—===-m-—eem e e ————a : 23 : 473 : 1,000 : 1,000 : 1,000
Potagsh-===-==—————eeoee—— e : - : 830 : 1,000 : 1,000 : 1,000

Source: Form 10-K of Occidental Petroleum Corp. supplied to the Securities
and Exchange Commission for the fiscal year ended Dec. 31, 1978, at p. 28.

1/ All quantities specified in the agreements were in metric tons which are
equivalent to 1.1 short tons. All data reported in the report are in terms of
short tons.
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Occidental has shipped only a minor amount of;iis U.S.S.R. urea té the United
States and has not yet shipped any potash to the United States. Occidental ’
has announced that it intends to sell most of the U.S.Q.R. urea and potash in
foreign markets. |

The fertilizer agreements are constructed with the idea that the value of
the superphosphoric acid sold by'Occidental to .the U;S.S.R. over the éntire
20-year period should not exceed the value of Oqcidental's purcbases of ammo-
nia, urea, aﬁd potash &uring the period. The agreements provide that, at the
request of one of the parties, they are to meet from time to time in order to
work out an arrangement for meeting this objective. -

Occidental's purchases of up to 606,000 metric tons of ammonia annually
undgr'the 10-year agreement, i.e., through 1987, are for the purpose of enab-
ling the U.S.S.R. to repay, with the sales proceeds, $900 million (including
inﬁerest) borroﬁed by the U.S;S.R.-from the Export-Imédrt Bank of the United
States and a group of U.S. and foreign banks to construct the various fertil-
izer facilities in the U.S.S.R., including the port storage and pipeline
facilities to vhich the technical agreements‘relate. Occidental is permitted
to purchase up to an #dditional 400,000 metric tons of ammonia annually under

the 10-year agreement in order to satisfy this objective.
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* * *
Quantity | 4
Year ‘(metric tons) . Price c.i.f.
1979 ——=mmemm ki o bl
1980 ————=m== itk Rk
1981 —--==mm- L *ekk
* * * * *
: Quantities 1/ Price f.o.b.
- Year - (metric tons) Port of Yuzhny
1979 ———emmmm k% ' - *kk
1980 ——m—emmm *okek _ ' : *kk
1981 ————me—m L *kk

1/ Figures are approximate.
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James J. Galvin, president of the Agricultural Prdducts Group of Hooker
Chemical Corp., a subsidiary of Occidental, testified at the Commission's
hearing that Occidental does not have long-term fixed price agreements with
the U.S.S.R. 1/ He said that Occidental, prior to negotiating a price with
the Soviets, first negotiates with its customers, obtains letters of intent
from them, and then with such letters of intent negotiates prices and quan-
tities with the Soviets. 2/ He said'thst none of Occidental's customer con-

tracts run for periods longer than the particular contract with the U.S.S.R. 3/

1/ Transcript of the previous hearing, pp. 532-33.
2/ 1d., p. 533.
3/ 1d., pp. 533-34.
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