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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-25 (Preliminary)
ANHYDROUS SODIUM METASILICATE FROM FRANCE

Determination

On the basis of the record in investigation No. 731-TA-25 (Preliminary),
the Commission unanimously determines that there is a reasonable indication that
an industry in the United Statés is materially injurea or threatened with
material injury 1/ by reason of imports from France of anhydrous sodium
metasilicate, provided for in item 421.34 of the Tariff Schedules of the United
States (TSUS), which are allegedly sold or likely to be sold at less than fair

value (LTFV).

Background

On May 15, 1980, the U.S. International Trade Commission and the Department
of Commerce each received a petitioﬁ from PQ Corp., Valley Forge, Pa., alleging
that anhydrous sodium metasilicate is being, or is likely to be, sold in the
United States at less than fair value. Accordingly, the Commission instituted
a preliminary antidumping investigation under section 733(a) of the Tariff Act
of 1930 (19 U.s.C. 1673b(a)) to determine whether there is a reasonable indication
that an industry in the United States is materially injured, or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of imports from France of anhydrous sodium
metasilicate, provided for in item 421.34 of the TSUS, allegedly sold or likely
to be sold at less than fair value. The statute directs that the Commission
make its determination within 45 days of its receipt of the petition, or in this

case by June 30, 1980.

1/ Chairman Alberger found reasonable indication of material injury only.



Notice of the institution of the Commission's investigation and of a
public conference to be held in connection therewith was duly given by posting
copies of the notice in the 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 May 29, 1980

(45 F.R. 36228). A public conference was held in Washington, D.C, on June 13,
1980.

In arriving at its determination, the Commission has given due consider-
ation to the information provided by the Department of Commerce, to all writtec.
submissions from interested parties, and to information adduced at the conference
and obtained'by the Commission's staff from questionnaires, documented personal
interviews, and other sources, all of which have been placed on the administra-
tive record of this preliminary investigation.

On June 4, 1980, the Department of Commerce issued a notice announcing
that it had found the petition to be properly filed within the meaning of its
rules and that it was instituting an investigation. Notice to such effect was

published in the Federal Register of June 10, 1980 (45 F.R. 39324). The product

scope of the Commerce investigation is the same as that instituted by the

Commission.



Views of Chairman Bill Alberger and
Vice Chairman Michael J. Calhoun

Determination and conclusion of law

On the basis of the record developed in investigation No. 731-TA-25
(Preliminary), we determine that there is a reasonable indication that an
industry in the United States is materially injured 1/ by reason of imports
from France of anhydrous sodium metasilicate, allegedly sold or likely

to be sold at less than fair value (LTFV).

Discussion

In this investigation, we consider the relevant domestic industry
to be comprised of the four firms currently producing anhydrous sodium
metasilicate (ASM) in the United States. Section 771(4) of the Tariff
Act of 1930 (19 U.S.C. 1677(4)) provides, in part, guidance for determining
what constitutes a domestic industry as follows:

(A) In general.--The term 'industry' means the domestic
producers as a whole of a like product, or those producers
whose collective output of the like product constitutes

a major proportion of the total domestic production of
that product.

(D) Product Lines.--The effect of subsidized or dumped
imports shall be assessed in relation to the United States
production of a like product if available data permit

the separate identification of production in terms of
such criteria as the production process or the producer's
profits. If the domestic production of the like product
has no separate identity in terms of such criteria, then
the effect of the subsidized or dumped imports shall be
assessed by the examination of the production of the
narrowest group or range of products, which includes a
like product, for which the necessary information can be
provided.

1/ Commissioner Calhoun found both material injury and threat thereof. 3



Further, Section 771(10) (19 U.S.C. 1677(10)) provides:
The term 'like product' means a product which is like,
or in the absence of like, most similar in
characteristics and uses with, the article subject

to an investigation under this title.

ASM, the imported product alleged to be sold at LTFV, is a sodium
silicate product made primaril? for use by the detergent industry. Sodium
metasilicate is used by the detergent industry as a source of alkali, one
of the main cleaning components of detergent. Sodium metasilicate in
either its Sodium Metasilicate Penthydrate form (SMP) or ASM form is more
desirable than other sources of alkali because of such inherent characteristics
as better wetting powers and better neutralization of acidic soils.

However, the SMP and ASM forms of sodium metasilicate are not interchangeable
in most formulations of detergent. Though both have a sodium

metasilicate base, they are manufactured by different processes and provide
different properties for the users. It is my view that they are separate

and distinct, and that injury can and should be assessed by analysis of

the production and profitability of ASM operations as the like product and

relevant product line.

Indication of material injury

France is the only known source of ASM imports to the United States
and all such imports are produced by Rhone-Poulenc. In 1976 only a small
amount of imported ASM from France appeared on the U.S. market. Since
that time, import levels have increased consistently and substantially.

In addition, the importers have expanded from their initial marketing area

from the Northeast U.S. to new markets throughout the country.



From 1977 to 1979, shipments of ASM by domestic producers have declined
by 7.5 percent. Domestic capacity to produce ASM has declined 21 percent
over the same period. Declining demand was given as the reason for the
closing of one domestic ASM plant in 1978. The Commission staff confirmed
9 instances of lost sales froﬁ information supplied by U.S. producers. In
every instance, price was the reason purchasers gave for switching to the
imported product. Purchasers did not substantiate the claims by importers
that quality differences were critical in decisions to switch from the
domestic product to the imported product.

The petitioner noted that it sells ASM in two distinct markets, namely
the large volume contract market and the spot market. Imported ASM and the
domestic product compete in the spot market. Though smaller than the large
volume contract market, the spot market comprises a substantial amount of the
domestic commercial market for ASM. It is this market where small order cus-
tomers purchase lesser quantities and pay list price for ASM. All sales lost
to importers have occurred in this spot market. Both petitioner and Rhone-
Poulenc agree that there is currently no market penetration by imports in
the large volume contract market.

In a price comparison between domestic and imported ASM, alleged LTFV
imports consistently undersold the domestic market by $1.40 to $4.85 per
100-pound unit during the 1977-1979 period. Increases in the ASM raw
material costs have exceeded all price increases made by the petitioner since
January 1, 1977. Further, the rise in the general industrial commodities
price index has also exceeded the price index rise of sodium metasilicate,

the basic ingredient of ASM.
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Based on declining domestic shipments, sharply increasing imports
from France, clear price undersélling, lost sales on the basis of price
at margins of underselling roughly equal to the alleged LIFV margins,
evidence of price suppression, declining profits and employment, and
rising inventories, it is clear that this case should continue. There
is a reasonable indication of material injury 1/ to the domestic industry
producing ASM by reason of imports of such product from France alleged to

be sold at LTFV.

Findings of fact 2/

The following findings of fact are relevant to our determination in the
nvestigation; To the extent data are available, these findings contain
our analysis of the statutory criteria required by section 771(7)(B) and (C)

of the Tariff Act of 1930.

Volume of imports

1. Imports from France of Anhydrous Sodium Metasilicate (ASM) increased
from a small amount in 1976 to a significant level in 1977, and in 1978 almost
tripled their 1977 mark. In 1979, French imports doubled their 1978 level.

2. ASM imports from France have taken an increasing share of a

declining domestic market during 1977-1979.

1/ Commissioner Calhoun voted for both material injury and threat thereof.

2/ We concur generally with the analysis made by the Acting Director of
Opgfations and include his statement for informational purposes at the end
of our opinion at page 9-10.



The effect of imports on prices

3. During the period 1977-79 ASM imports from France consistently
undersold the domestic product by $1.40 to $4.85 per 100 pound unit in
the spot market. (Report, at pp. A-26-29; table 8) (Public version A-19-23,
table 8)
4. The alleged LTFV margins, which ranged from 22 to 46 percent during
the period 1977-80, account for most, if not all, of the underselling of
the U.S. product by Rhone-Poulenc, the French producer and sole exporter
to the U.S. market. (Report, at pp. A-2, 28) (Public version pp. A-1, 19)
5. Prices of PQ Corp.'s product have risen by 29 percent since
January 1, 1977, while raw material costs have risen by 52 percent
and the general industrial commodities price index has risen by 42 percent
during the same period. (Transcript of public conference, June. 13, 1980,

at p. 10)

Impact on the affected industry

6. Between 1977 and 1979 U.S. ASM capacity fell by 21 percent,
commercial shipments by domestic producers declined by 7.5 percent, domestic
producers' inventories rose irregularly, industry employment declined, and 78-79
industry profit ratios fell, (Report at pp. A-12—l6, 19-22; tables 1, 3, 5,
and 6) (Public version pp. A-8-11, 13-15; tables 1, 3, 5, and 6)

7. The Commission was able to confirm that in 9 specific cases, sales
totalling about 2.3 million pounds in quantity and $376,000 in value were
lost by domestic producers to the alleged LTFV imports. Purchasers gave
price as the reason for switching from domestic ASM to the imported product.
None of the firms gave quality as the reason. (Report at pp. A-24-26)

(Public version at p. A-18, 19)



8. A majority of the purchasers contacted by the Commission stated
that lower priced imported ASM was a factor in moderating the price of
the domestic product. (Report, at p. A-2¢) (Public version p. A-19)

9. No information was obtained by the Commission with respect to
investment, return on investment or cash flow.

10. Information on wages obtained by the Commission was not complete.
Wages paid to production and related ASM workers for each period during 1977

to March 1980 was not reported by all producers.



SUPPORTING STATEMENT BY THE ACTING DIRECTOR OF OPERATIONS FOR AN AFFIRMATIVE
PRELIMINARY DETERMINATION ON ANHYDROUS SODIUM METASILICATE FROM FRANCE
(INVESTIGATION NO. 731-TA-25 (PRELIMINARY)}/

I. Recommendation

On the basis of my review of the information developed during this
investigation, I recommend that the Commission determine that there is a reasonable
indication that an industry in the United States is materially injured or is
threatened with material injury by rcason of the importation of anhydrous sodium
metasilicate from France that is allegedly sold in the United States at less than
fair value. The question of material retardation of the establishment of an
industry in the United States is not an issue in this investigation as there are
four companies producing anhydrous sodium metasilicate in the United States.

II. The industry

The industry in the United States is composed of four U.S. firms producing
anhydrous sodium metasilicate (hereafter referred to as ASM). In 1979 they
collectively produced 165 million pounds of ASM. A substantial portion of their
production is used captively by the U.S. producers in the production of other

products.

III. Material injury

(1) U.S. imports of ASM from France are all alleged to be at LTFV prices,
and all are produced by Rhone-Poulenc. Imports from France, the only known source
of U.S. imports of ASM, increased from a minimal amount in 1976 to a significant
level in 1977, and in 1978 almost tripled from the 1977 levels. Imports of alleged
LTFV imports of ASM from France more than doubled in 1979 from their 1978 levels.

(2) U.S. producers' commercial shipments of ASM declined by 7.5 percent from
1977 to 1979.

(3) u.s. industry capacity to Produce ASM in 1979 declined 21 percent from
its 1977 level. ° ' :

France. The Commission staff was able to confirm nine lost sales totaling
approximately 2.3 million pounds, with an estimated value of $376,000. 1In all
nine lost sales, Price was given by the purchasers as the reason for switching

to the imported product. Arguments that quality differences between the domestic
producer's product and the imported product accounted for the switch to the
imported material were not supported by the purchasers' responses. Lost sales
confirmed by the staff, although heaviest in the Northeastern States, were present
in other parts of the United States as well.

(5) A price comparison of domestic and imported ASM allegedly sold at LTFV
indicated that imports consistently undersold the domestic product by $§1.40 to
$4.85 per 100-pound unit during the 1977-79 period. The alleged LTFV margins,
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ranging from 22-46 percent during the period 1977-80, could have accounted for
most, if not all, of the margins of underselling of the U.S. product by Rhone-
Poulenc. The underselling of the U.S. product has occurred in all parts of the
" United States in which Rhone-Poulenc sells the alleged LTFV merchandise.

IV. Threat of material injury

(1) While apparent U.S. consumption of ASM was declining in the commercial,
captive and total markets from 1977 through 1979 U.S. imports of ASM from France
accounted for an increasing share of the declining U.S. market. Such imports
increased as a share of the U.S. aggregate market from less than 1 percent in
1977 to nearly 5 percent in 1979.

(2) Alleged LTFV imports are currently being marketed in the New York
Metropolitan area; Miami, Florida; and in Los Angeles and San Francisco,
California. The importer has announced plans to enter the Midwest market through
Chicago, Illinois.

10
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STATEMENT OF REASONS OF COMMISSIONERS
GEORGE M. MOORE AND CATHERINE BEDELL

On the basis of the information available in investigation No. 731-TA-25

(Preliminary), we determine that there is a reasonable indication that an
industry in the United States is materially injured (or threatened with
material injury) by reason of the importation from France of anhydrous sodium
metasilicate, provided for in item 421.34 of the Tariff Schedules of the
United States, allegedly sold or likely to be sold at less than fair value.
The following findings and conclusions, which are based on the record in

this investigation, support our determination.

Domestic industry

The first question which we must answer concerns what is the industry
against which the impact of the subject imports must be assessed. The term
"industry" is defined in section 771(4) (A) of the Tariff Act of 1930 (19
ﬁ.S.C. 1677(4) (A)) as meaning "the domestic producers as a whole of a like
product, or those producers whose collective output of the like product
constitutes a major proportion of the total domestic production of that
product.," The term "like product" is further defined in section 771(10) of
the Tariff Act as meaning "a product which is like, or in the absence of like,
most similar in characteristics and uses with, the article subject to an
investigation . ., . ."

In the present case we find the industry to consist of the four U.S.

firms producing anhydrous sodium metasilicate (hereinafter ASM). 1/ Each of

1/ See Commission Report in investigation No. 731-TA-25 (Preliminary), at p.
A-10 (see public version, at p. A-7).

11
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these firms is vertically integrated, and each internally consumes a part of
its own ASM production in the formulation of detergent mixtures for its

laundry products division. 1/

The question of reasonable indication of material injury

Section 703(a) of the Tariff Act directs that the Commission "shall make
a determination, based upon the best information available to it at the time
of the determination . . . ." Section 771(7) (A) defines the term "material
injury" to mean "harm which is not inconsequential, immaterial, or
unimportant." And sections 771(7) (B) and (C) direct that the Commission, in
making its determination, consider, among other factors, (1) the volume of
imports of the merchandise which is the subject of the investigation, (2) the
effect of imports of such merchandise on prices in the United States for like
products, and (3) the impact of imports of such merchandise on domestic
producers of like products. In light of these directives, we base our
decision on the findings of fact and conclusions of law discussed below.

Volume of Imports. With regard to the volume of imports, the record

shows that ASM imports from France increased from *** pounds in 1976 to

***  pounds in 1977, *** pounds in 1978, and *** pounds in 1979. 2/
Imports were ***  pounds and ***  pounds in January-March 1979 and 1980,
respectively. 3/ All the ASM imports from France are manufactured by

Rhone-Poulenc, S.A., of Paris. 4/

1/ Commission report, at p. A-10 (public version, at p. A-7).
2/ Commission report, at p. A-17 (public version, at p. A-12).
3/ 1d.

4/ Commission report, at p. A-2 (public version, at p. A-1).

12
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ASM imports from France took an increasing share of a declining U.S. ASM
market during 1977-79. Such imports increased as a share of the U.S.
aggregate market (including captive use by the U.S. producers) from  *##*
percent in 1977 to  *** percent in 1979. 1/

Thus, during the period 1977-79 there has been a marked increase in the
volume ovaSM imports from France and these imports have accounted for an
increasing share of U.S. ASM consumption,

Effect of imports on prices. The record shows that during the period

1977-79 ASM imports from France consistently undersold the domestic product by
$1.40 to $4.85 per 100 pound unit in the spot market. 2/ The alleged LTFV
margins, which ranged from 22 to 46 percent during the period 1977-80, account
for most, if not all, of the underselling of the U.S product by Rhone-
Poulenc. 3/ Such underselling of the U.S. product occurred in the four U.S.
market areas for which the Commission received price data. 4/

Furthermore, information indicates that prices of PQ Corp.'s product have
risen by 29 percent since January 1, 1977, while raw material costs have risen
by 52 percent and the general industrial commodities price index has risen by
42 percent during the same period. 5/

In view of the relatively large LTFV margins and margins of underselling
and of the declining U.S. market for ASM, it is appropriate to infer at this
time that such sales have had a suppressing and/or depressing effect on
domestic ASM prices, notwithstanding some price increases by domestic

manufacturers,

1/ Commission report, at p. A-23 (public version, at p. A-17). See also
table 7, at p. A-24 (public version, at p. A-17).

2/ Commission report, at pp. A-26-28 (public version, at pp. A-19-20.

3/ Commission report, at p. A-28 (public version, at p. A-19).

4/ Table 8 of Commission report, at p. A-27 (public version, at p. A-20).

5/ Transcript of public conference, Jun. 13, 1980, at p. 10 13
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Impact of imports on domestic producers. The record shows that between

1977 and 1979 U.S. ASM capacity fell by 21 percent, 1/ commercial shipments by
domestic producers declined by 7.5 percent, 2/ inventories rose irregularly by
5 percent, 3/ employment declined by 31 percent, 4/ and profits declined. 5/
Furthermore, the Commission was able to confirm at least 9 sales, totalling
about 2.3 million pounds in quantity and $376,000 in value, lost to the
alleged LTFV imports. 6/ Purchasers gave price as the reason for
switching. 7/ None of the firms gave quality as the reason. 8/ A majority of
the purchasers contacted stated that lower priced imported ASM was a factor in
moderating the price of domestic ASM. 9/ |
The record thus shows that domestic ASM producers have lost sales to the
alleged LTFV imports for reasons of price and there is information indicating
that the prices of the alleged LTFV imports have depressed and/or suppressed

domestic ASM prices.

Conclusion

On the basis of the information available to the Commission at this time,
we believe that there is a reasonable indication of material injury to a
domestic industry by reason of imports from France of anhydrous sodium

metasilicate provided for in item 421.34 of the TSUS.

1/ Commission report, at p. A-12 (public version, at p. A-8).

2/ Commission report, at p. A-15 (public version, at p. A-10).

E/ Commission report, at p. A-18 (public version, at p. A-13).

4/ Table 5 in Commission report, at p. A-19 (public version, at p. A-13).

E] Commission report, at p. A-21 (public version, at p. A-14); and table 6,
at p. A-22 (public version, at p. A-15).

6/ Commission report, at p. A-24 (public version, at p. A-18).

7/ Commission report, at p. A-25 (public version, at p. A-18).

8/ Commission report, at p. A-25 (public version, at p. A-19).

9/ Commission report, at p. A-26 (public version, at p. A-19).

14
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VIEWS OF COMMISSIONER PAULA STERN

INTRODUCTION

In this preliminary investigation I have found that a reason-
able indication of material injury or threat of such injury due to
alleged less-than-fair-value (LTFV) imports of anhydrous sodium metasili-
cate (ASM) from France does exist. This is not to say that contradictory
information did not abound. Discrepancies related not only to the
central issue of the effects of the alleged LTFV imports on the health
of the domestic industry, but also to issues that set the parameters
of the investigation -- the designation of the imports under considera-
tion and the identity of the domestic industry. I have followed the
Congress's directive concerning "best available information" 1/ in ar-
riving at decisions on each of these matters in this preliminary investi-
gation. Should this case return to the ITC for a final determination,
my final judgment based on additional information available at that time

may not be the same.

THE IMPORTED PRODUCT

The Commerce Department initiated this case in regard to "anhydrous

sodium metasilicate from France" falling under TSUS item 421.34. However,

1/ In a preliminary investigation the Congress has directed the Commission
to make its determination on the basis of the "best available information."
See Sec. 733(a) of the Tariff Act of 1930. This section was added by the
Trade Agreements Act of 1979 (P.L. 96-39) which took effect on Januagg 1,
1980.



- 16 -

Rhone-Poulenc S.A. (Rhone-Poulenc), the foreign producer, 2/ contends
that most grades of ASM imﬁorted into the United States are not competi-
tivé with the U.S. product. é/ The best available information indicates
that all grades of ASM are competitive with the U.S. product. 4/ I,
therefore, have made my assessment of reasonable indication of injury in

this case by examining the role of all ASM imports in the U.S. market.

THE DOMESTIC INDUSTRY

The impact of allegedly dumped imports may be measured against
the industry producing a "like product," if data are available permitting
"the separate identification of production in terms of such criteria as
production process or producers' profits." 5/ In this case the best
available information indicates that on the whole ASM serves different
uses than sodium metasilicate pentahydrate (SMP), the next most similar

product. Moreover, the production process for ASM requires different

2/ Almost all French ASM is supplied by Rhone-Poulenc. Also, France
supplies virtually all the ASM imported into the United States.

3/ At the conference, the sales manager for Rhone-Poulenc, Inc. of N.J.
reported that in 1977 these "non-competitive'" grades represented 100 per-
cent of Rhone-Poulenc's sales, in 1978 eighty-six percent, and in 1979
forty-seven percent. (See Conference Transcript, pp. 47-48.)

4/  Staff Report, p. A-19.
5/ See Sec. 771(4)(A) (D) and Sec. 771(10) of the Tariff Act of 1930.

These sections were added by the Trade Agreements Act of 1979 (P.L. 96-39)
which took effect on January 1, 1980.

16
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machinery than that used to manufacture SMP. 6/ Also, the staff was
able to obtain separate daﬁa related to ASM production. Therefore, my
anaiysis in this case focused on the effects of alleged LTFV imports
on domestic producers of ASM.

There are four U.S. producers of ASM -- PQ Corporation (PQ),
Stauffer Corporation (Stauffer), Diamoﬂd-Shamrock Co. and Mayo Co. --
all of whom are vertically integrated. To a greater or lesser degree,
they all prodﬁce ASM for their own "éaptive" consumption as well as for
non-captive sales. For some companies commercial (non-captive) sales
are, in turn, divided between large contracts and retail sales in the
so-called "spot market." To date, imborts of ASM have been competing only
with U.S. sales in the spot market. Since imports are packaged in 1C0-
pound bags and large users of ASM prefer bulk shipments, it is questionable
whether imports could seriously compete for large volume contract sales.

Imports obviously do not compete with captive sales.

CONDITIONS IN THE INDUSTRY

Demand for ASM in the United States has been declining. In 1977

total U.S. apparent consumption of ASM was 196 million pounds. By 1979,

6/ Staff Report, p. A-2.
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it had fallen roughly eleven percent to 175 million tons. The drop

in demand is related to changes in the U.S. markets using ASM. 7/

During the past few years substitutes for ASM, principally caustic

soda and soda ash, have become economically attractive. Also, the recordi
of the investigation.§/ indicates that changes in the institutional
laundry business have reduced the demand for ASM even further. In the
past, hotels, hospitals, schools and similar institutions sent their
laundry to commercial laundries for cleaning. These laundries utilized
ASM in formulating their detergents. Recently, many institutions have
established their own 'on-premises laundries' utilizing finished detergents
which are not ASM-based. These developments appear to have affected
captive consumption of ASM more than non-captive consumption. Between
1977 and 1979 intracompany use of ASM declined about 24 percent, whereas
non-captive consumption fell only about four percent. This background

is important to evaluate fairly the relationship between the economic
health of the domestic ASM industry and the LTFV imports that are the

subject of this investigation. 9/

7/  ASM provides a source of alkali for detergent formulations.

8/ Preheafing statement on behalf of Rhone-Poulenc by Donohue & Donohue,
June 12, 1980, pp. 17-18.

9/ The Committee on Ways and Means has directed the ITC to "take account
of evidence presented to it which demonstrates that the harm attributed by ‘
the petitioner to the . . . dumped imports is attributable to other fﬁgtors,
such as "contraction in demand or changes in patterns of consumption.
Committee on Ways and Means, Report on the Trade Agreements Act of 1979,
Report No. 96-317, 96th Cong., lst Sess., July 3, 1979, at p. 47.
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A glance at the aggregate economic data available for this
industry reveals an'industry experiencing economic difficulty. From
1977-1979 production fell réughly fifteen percent from 195 million
pounds to 165 million pounds and shipments fell about thirteen percent.
During the same period, capacity followed a similar trend, declining
in 1979 to 237 million pounds, 21 percent below the 1977 level. Employ-
ment dropped 33 percent from 152 workers in 1977 to 105 workers in 1979.

Meanwhile, inventories rose five percent from 1977 to 1979. 10/

. A closer look at the data, however, provides a more realistic
view of the industry's condition. Specifically, the closure of Stauffer's
Skaneateles plant accounts for the declines noted above in employment
and capacity, and almost all of the drop in production. (It also largely

explains why industry capacity utilization, which fell slightly between

10/ Other data available were not particularly illuminating. Wages
rose slightly from 1977 to 1978, and after the Stauffer plant closing
dropped slightly in 1979. Exports are not important to this industry
due to prohibitive shipping costs. (See Staff Report, p. A-13.)
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1977 and 1979 from 65 percent to 63 percent, rose from 1978 to 1979

to 70 percent.) These negative indicators cannot be attributed to
imports because the large decline in Stauffer's shipments was almost
entirely in shipments for captive consumption. The recent changes in
ASM consumption patterns‘and the closing of the Stauffer plant do

not, however, explain the full decline in shipments. Shipments to the
non-captive market dropped several percentage points further than demand

in that market.

The Trade Agreements Act of 1979 directs the Commission to evaluate
"all relevant economic indicators which may have a bearing on the state
of the U.S. industry" that is alleged to be impacted by alleged LTFV
imports. Factors to be examined include, but are not limited to: (1)
actual and potential declines in output, sales, market share, profits, pro-
duction, return on investments and utilization of capacity; (2) factors
affecting domestic prices; and (3) actual and potential negative effects

on cash flow, inventories, employment, wages, growth, ability to raise
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capital and investment. 11/ However, the record of this investigation
doeé not include information on an industry-wide basis on productivity,
return on investments, cash flow, growth, ability to raise capital and
investment. More critically, the financial data on the record have not

been particularly helpful. 12/

IMPACT OF THE IMPORTS

Indications of actual material injury by reason of LTFV imports
are not clear-cut. However, the causal factors that often link alleged

LTFV imports to such injury are clearly present.

11/ See Sec. 771(7)(C) (1ii) of the Tariff Act of 1930. This section was
added by the Trade Agreements Act of 1979 (P.L. 96-39) which took effect
on January 1, 1980.

various arbitrary allocation methods, covering 50 percent of productiocn.
Methods used by each company differed, particularly in regard to the valua-
tion of intracompany ASM consumption. Profit data were not obtained from
one of the largest ASM producers.
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Imports growth and penetration. -- From 1977 to 1979 the volume

of imports of ASM from France increased significantly in absolute terms
and relative to U.S. consumption. Imports of ASM from France rose from
a negligible amount in 1976 to a substantial quantity in 1977, and then
almost tripled in 1978. In 1979 ASM imports from France increased over
100 percent from the 1978 levels. 12/ Furthermore, these imports
accounted for an increasing share of the declining U.S. market for ASM
during this period. In 1977 they represented less than one percent of
total U.S. ASM consumption as compared to more than three percent in 1979.
In the non-captive market where imports and the domestic product actually
compete, the import/consumption ratio has risen at a more rapid rate

than in the total ASM market, from less than one percent in 1977 to

more than four percent in 1979.

Price considerations. -- Imports consistently and substantially

undersold U.S.-produced ASM from 1977 to 1979. Prices of imports were
$1.40 to $4.85 per lOO—pdund unit below U.S. prices in the spot market
during this period. The alleged LTFV margins, from 22 to 46 percent

during the 1977-1979 period, would account for most, if not all, of the

underselling. For at least one member of the industry -- the petitionmer,
PQ —-- the comparative pricing information points toward price suppression.
The record indicates that PQ's raw materials costs rose twice as

fast as its prices from 1977-1979.

13/ While imports did decline in the first quarter of 1980 as compared
to the first quarter of 1979, it is not clear that this decline will
continue.
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This price information is particularly significant because

" the record shows that purchasers of ASM shift suppliers in reaction to
what would appear to be small price differences —— two to four cents a
pound. 14/ The Commission confirmed nine lost sales alleged by the
petitioner valued at roughly $376,000. In all nine instances the
purchasers reported that price was the reason for switching to the im-
ported product.

The Congress has pointed out that the "significance of the various
factors affecting an industry will depend upon the facts of each particu-
lar case." 15/ To assess the impact of lost sales, underselling and
pricebsuppressidn on the domestic ASM industry, data are required on
the profits of the industry because the other factors examined above do
not provide a clear bicture. For reasons discussed above, meaningful
financial data were not obtained. If the Commission receives this case
as a final investigation, financial data for all the companies, consistently

allocated and broken out for captive and market sales should be provided.

14/ Since most ASM is sold by the truckload (roughly 40,000 pounds), small
price differences per pound translate to sizeable amounts on a per-order
basis. (See Transcript of Conference, at p. 7.)

15/ Committee on Ways and Means, House Report No. 96-317, 96th Cong.,
1st Sess., July 3, 1979, at p. 46.
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THREAT

The severe data limitations have led me to conclude that the
aggregate economic indicators may not fully reflect present adversity
due to alleged LTFV imports. But the regional pattern of import pene-
tration coupled with a more individuallanalysis of available informa-
tion indicates that a threat of materiél injury due to imports does
exist. 16/ 1In l976vand 1977 virtually all imports entered through
the port of New York, but in 1978 some imports begaﬁ to enter
through the port of Miami. In 1979, Rhone-Poulenc began to ship to
Los Angeles and San Francisco as Wellf In that year most of the imports
still entered through New York, with small but roughly equal percentages
imported through Miami, Los Angeles and San Francisco. Recently, Rhone-
Poulenc began to ship to Chicago. 17/ and 18/

The company with the greatest stake in the Northeast market is the
petitioner. The petitioner makes the largest sales on the spot market,

where imports are competing, and is the only company with a plant in the

16/ The criteria which I believe should be satisfied before treating a
regional industry as the domestic industry for the purposes of the law

are: (1) the producers in the geographic area in question must make almost
all of their sales within the region's markets, (2) the market must not be
served to any substantial degree by domestic producers from other areas,
and (3) the industry in question should constitute a significant segment of
the national industry. The record in this case does not show

that these: conditions have been met, and I am, therefore, not making my
determination on a regional basis.

17/ The record indicates that it is Rhone-Poulenc's practice to market
its products near ports of entry.

18/ Information provided by the petitioner indicates that the import/
consumption ratio in the Northeast was ten to fifteen percent in 1979.
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Northeast 19/ to service that market. Data on the health of PQ's
Norgheast operations reveal serious economic difficulties that may ﬁot
be attributable to the general drop in ASM demand. Since alleged‘LTFV
imports have only recently begun to compete with the domestic industry
outside the Northeast, the strength of the industry outside the North-
east, even if not yet materially affecééd, may becéme so within the
immediate future.

In this éase, the situation that has developéd in the Northeast
may be indicative of the vulnerability of the domestic industry in the
face of large volumes of alleged LTFV imports. gg/ The industry as a whole
- is already operating at less than fuli capacity (70 percent) and further
import penetration could decrease production eveﬁ more. Lost sales
already have been reported no£ only in the Northeast, but in other parts
of the country as well. Even if the declining demand is halted or re-
versed as predicted by some indusgry sources, the alleged LTFV imports
at substantially lower prices than U.S. products could fill any new de-
mand that develops. 21/ Rhone-Poulenc's 1979 prices undersold U.S. pro-

ducts in all parts of the country,

19/ As noted above, Stauffer closed its Skeneateles, New York plant in
1978.

20/ Diamond-Shamrock, which does its major business in the Central United
States, took part in the conference to "express concern for future" busi-
ness in that area. - :

21/ The industry informed the Commission that the prices of soda ash
and caustic soda, the principal substitutes for ASM, are becoming less

competitive with ASM. As a result, demand for ASM is expected to stabilize
and then to increase.
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While more information is needed concerning the importance of
the spot market to the overall viability of domestic ASM production,
at this preliminary juncture it appears that the industry is -- and will
continue to be —-- vulnerablé to injury. The question that needs to be
addressed is whether the pattern of import penetration evident in the
1977-1979 data will continue, thus becoming a cause of material injury.

In examining threat of material injury, the Senate Finance Committee
states that '"demonstrable trends -- for example, the rate of increase of
the . . . dumped exports to the U.S. market, capacity in the exporting
country to generate exports, the likelihood that such exports will be
direc;ed to the U.S. market taking into account the availability of other
import markets . . . will be important."

Information presented in this investigation supports the view
that the broader distribution of imported ASM which began in 1979 will
continue. In fact, Mr. Molteni, sales manager for Rhone-Poulenc, stated
at the conference ". . . what we are attempting to do . . . is to sort
of spread out ourselves a little bit so we don't concentrate in any one
area wﬂich is usually the reason why you get a petition, where we have
grabbed in any geographical area too high a portion." But it shouid be noted
that  Rhone-Poulenc has the capacity to continue to increase its exports
and to direct such exports to the entire United States market. Information

provided by Rhone-Poulenc shows that in 1979 its capacity utilization rate
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for the production of the grade of ASM which is most popular in the
United States was roughly 76 percent, leaving 24 percent excess capacity.
22/ There is also existing excess capacity for production of its other
grades of ASM, which Commission information indicates compete with
United States ASM.

In addition to this actual excess capacity, it is important to
look at Rhone-Poulenc's international sales pattern to obtain a complete
picture of the potential for increased alleged LTFV imports to the United
States. Rhone-Poulenc sells ASM in 49 countries. Data submitted in
this investigation shows that sales volumes to other countries (unlike
those to the United States which have consistently risen) fluctuate
radically from year to year. From 1978 to 1979, Rhone-Poulenc sales
to many of its major and minor markets in Europe and elsewhere dropped
significantly. 23/ At the same time that sales to these countries
dropped, sales to the United States, Rhone-Poulenc's largest market out-
side Europe, doubled. Figures on actual excess capacity, therefore,

underestimate potential Rhone-Poulenc exports of ASM since exports to

22/ In the first four months of 1980 this rate increased to 86 percent,
but confidential information indicates that this figure may not be repre-
sentative.

23/ Rhone-Poulenc's total export sales to all countries declined substan-
tially between 1978 and 1979.
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other countries in one year may be shipped to the United States

another year. 24/

The geographic pattern of the import penetration raises the specter

of material injury from alleged LTFV imports. An affirmative determina-
tion that an industry is likely to be injured by LTFV imports must,
according to the Senate Finance Commitéée, rest on evidence showing
that the likelihood is "real and imminent." 25/ The Report states
further that "economic factors which may indicate tﬁat a threat of
material injury is present vary from case to case and industry to
industry. The ITC will continue to focus on the conditions of trade
and competition and the nature of the particular industry in each case."
For the final investigation more information will be needed con-
cerning the ability of Rhone-Poulenc to utilize existing idle capacity,
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