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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-96 (Preliminary)

NITROCELLULOSE FROM FRANCE

Determination

Baséd on the fecord_l/ developed in investigation No. 731-TA-96
(Preliminary), the Commission deﬁermines pursuant to section 733(a) o:
Tariff Act of 1930 (19 U.S.C. § 1673b(a)), that there is a reasonable
that an industry in the United States is materially injured or threat
material injury 2/ by reason of imports of nitrocellulose from France
vided for under item 445.25 of the Tariff Schedules of the United Sta
which are alleged to be sold in the United States at less than fair v
Background |

On July 2, 1982, counsel for Hercules, Inc., Wilmington, Delawar
a petition with the U.S. International Trade Commission and the U.S.
of Commerce alleging that an industry in the United States is being m
injured and threatened with material injury by reason of LTFV imports
nitrocellulose from France. Accordingly, on July 6, 1982, the Commis
instituted a preliminary antidumping investigation (No. 731-TA-96) un
section 733(a) of the Tariff Act of 1930. Notice of the institution
investigation and conference therefor was given by posting copies of
in the Office of the Secretary, U.S. International Trade Commission a

publishing the notice in the Federal Register on July 14, 1982 (47 F.

A public conference was held in Washington, D.C. on July 27, 1982, at
all interested parties were afforded the opportunity to present infor

for consideration by the Commission.

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

2/ Commissioner Haggart finds a reasonable indication of present ma

-
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VIEWS OF THE COMMISSION
The record of this investigation provides a reasonable indication that a
industry in the United States is materially injured or threatened with.
material injqry }j‘by reason of imports of nitrocellulose from Frénce
allegedly sold at less than fair value (LTFV). Our affirmative finding is
hased on the existence of underselling, lost sales, and the generally weak.

condition of the domestic industry. 2/

Domestic industry

The domestic industry against which the impact of allegedly LTFV imports
is td be assessed is defined in section 771(4)(A) of thé Tafiff Aét of 1930 a
"the domestic producérs as'é whble éf a like pfdduct, or thoéé prodﬁcéfé whos:
collective output of the like product constitutés‘akmajor pfoportibn of the
total domestic production of that broduct." 3/ A“Likéhproddcéh is &ef}ned iﬁ
section 771(10) as "a product wﬁich is liké, ofkin the absence of like, mést
similar in characteristics and uses with, fhé‘aftiéié subject‘tb an
investigation . . ." ﬁ/ .

The importéd product under’invéstigation in thié'caéé'is soluble
industrial nitrocellulose from France. Nitrocellulose is a dry, white

amorphous plastics material prepared by reactingvcellulbse from cotton linter

1/ Commissioner Haggart determines only that there is a reasonable
indication of material injury, and therefore does not reach the issue of
reasonable indication of threat of material injury.

2/ Commissioner Frank notes that only a low-threshold test applies to
preliminary determinations. An overview on this is found in his views in
Frozen French Fried Potatoes From Canada, Inv. No. 731-TA-93 (Prellminary),
USITC Pub. No. 1259 (1982) at 12-15.

3/ 19 U.s.c. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10). .



or wood pulp with an adueous mixtdre of nifric acids and sulfuric acid. 5,
Nitrocellulose is used primarily in the manufacture of fast-drying, durab:
lacquer coatings. It is also used in furniture finishes, cellophane coat]
fingernail polish, and printing inks. 6/

Both imported and domestic soluble industrial nitrocellulose are
classified according to nitrogen content in three grades: SS-type, AS-ty)
and RS-type. RS-type contains 11.8-12.2 percent nitrogen and accounts for
bulk of production 7/ as it is the most compatible of the three grades wi:
synthetic resins. AS-type contains 11.3-11.7 percent nitrogen and is sim:
but differs in its tolérance ievél of‘alcoﬁols in the solvent. SS-type
contains 10.9-11.2 percent nitrogen,‘is éoiuble in solvent systems with h:
alcohol content, and, thérefore, is prefetfed in fetrograves and flexogra
inks. 8/ |

Domestic soluble industriél nitrocellulose is identical to the impor
product. The domestic product is pfbducéd in the same grades in similar
proportionsvby gréde, it is used for tﬁe”same purposes, and it is sold in
same markéts.v It can be used in£érchangeab1y with the imported product.

Soluble in&ustrial nitrééellulose can be distinguished from another
of nitrocellulose known as smokeless or e#plosive grade cellulose or
guncotton. Smokeless nitrocellulosg is required to contain a minimum of
percent ni;rogen ana generally'congéins a; least 13 percent nitrogen. 10/

is used in shells or bropellents and has no plastics application. 11/

5/ Report at A-3.
6/ 1d. |
7/ RS-type constitutes more than three-fourths of total imports of

nitrocellulose and of total domestic production.
8/ Id. at A-2.

5/ 1.
10/ 1d.

II/ Td. and transcript at 43.



Smokeless nitrocellulose differs from soluble industrial nitrocellulose in
chemical content and in end use.

Soluble industrial nitrocellulose is also disgipguishable from
substitutes because of its characteristics of fastrair drying and
rapid-hardness development. 12/ It also has a unique ability to develop a
deep wood patina iﬁ/ and to coat prqducté whigh,comg in contact with
food. 14/ Other products can be substituted fpr some{‘hut not all, of the
uses of industrial nitrocellulosef ,For_example,.eiproduct galled alkyd-amine
has been used to replace nitrocellulose in some fgrniture»refinishing, but
cannot be used on cloth,”cellophane or anyvother flexible item, or in ink, or
fingernail polish. Fabrikoid (R) is another examp}e. It is ngater—borne
coating which is sometimes used as a substi;pte for-nit:ocgllulose on
leather-like material, but cannot be used on metal or wood surfaces because o
the water content. }éj

We conclude that the like product‘for,this:ipgegg;gagion is soluble
industrial nitrocellulose of all three grades and does not include explosiye
grade cellulose or any substitutes.‘ Therefore, we find that the dgmegtic
industry consists of the sole U,S, producer of solubleyindustrial

nitrocellulose, Hercules Incorporated.

Reasonable indication of material injury by reason 6f LTFV imports

Section 771(7) of the Act directs the Commission to considér, among othe

factors, (1) the volume of'importé of the merchandise under investigation, (2

12/ Transcript at 44 and 107.

13/ 1d. at 44. ‘

14/ 1d. at 108. '

IE] Memorandum GC-F-263 at 3 (August, 1982).



their impact on domestic prices, and (3) the consequent impact on the d¢
industry. 16/

Volume of imports--Although the domestic market for nitrocellulose

declined from 1979 to 1981, imports from France have captured an
ever-increasing share of that market since their entry in 1978. Conseq
although the absolute volume of imports from France remained at approxii
the same level during the corresponding periods of January through June
1981 and 1982, the market penetration of imports from France increased

highest level in the first six months of 1982. 17/

Effect of imports on prices--Prices were compared on an f.o.b. bas

RS-grade nitrocellulose. 1§/ This comparison showed that both domestic
imported prices increased during the period 1980 to 1981. However,
underselling by French imports occurred throughout this period. 1In Jar
through June of 1982, domestic prices declined from their 1981 levels.
Pricing data show that even with this decline in U.S. prices, undersell
French imports occurred in the most recent quarter. 20/ The trends in
domestic and imported prices provide a reasonable indication of price

depression and price suppression.

iﬁ/ 19 U.S.C. § 1677(7)(B). The industry data have been designated
confidential because there is only one importer of French nitrocellulo
only one domestic producer. Consequently, the discussion necessarily
on generalized trends.

17/ Report at A-16.

zgy The domestic product is sold in returnable steel drums, and the
product is sold in disposable fiber drums. Id. at A-20. The effect o
packaging on prices is not clear in this preliminary investigation, bu
be explored further in any final investigation.

19/ Report at A-20.

20/ 1d. at A-21.



Impact of imports on the domestic industry--Production, capacity

utilization, profit and loss, and lost sales data provide a reasonable
indication that the domestic industry has been adversely affected by impor
from France.

Production data show a moderate increase for Hercules' production in
years 1979 through 1981. Production has, however, dropped sharply in the
first six months of 1982. gl/ This decline in production occurred shortly
after there was a 50 percent increase in plant capacity. 22/ This large
increase in capacity has never been fully utilized. During the most recen
period of January through June of 1982, capacity utilization declined
significantly from the correépondiﬁg period of 1981. This decline in capa
utilization occurred during the same time thé% imports reached their highe
market penetration level. gg/

An anélysis of seleéted financial data reveals consisteht'deéiines fo
all indicators of prdfit or loss for the perfod from 1979 through June 198
These indicators include, among others, opérafing pfofit‘or'loss, and
operating profit or loss aébé‘ﬁefcehtége of net saiés.'gi/ The period of
greatest decline in these indicatoré occurréd in the first half of 1982 wh
imports captured their greatest share of the U.S.:ﬁérket. 25/

During the period that imports increased, domestie¢ shipments declined
irregularly from 1979 to 1981 and then dropped sharply in the first half o

1982. 26/ Employment likewise decreased in the first six months of 1982 t:

21/ 1d. at A-8. . j . ;

22/ In 1980, Hercules increased its capacity after DuPont announced its
intention to leave the market in December 1977. Appendix C. However,
Hercules' expanded capacity is less than the combined capacity of Hercules
DuPont in 1977. Id. at A-8.

23/ Report at A-8.

24/ 1d. at A-12 and 15 and Table 7.

75/ 1d.

26/ Id. at A-9.



level below that of 1979. The most dramatic change, however, was in
inventories which increased significantly from 1979 to 1980 and then further
increased in 1981. 27/

Lost saies due to lower prices were confirmed by the Commission for all
of the eight purchasing firms contacted. 2§/ Although many companies
mentioned that they also wanted to maintain an alternative source of supply,
the majority of purchasers explained that they purchased the lower-priced

imports from France to keep their own product prices competitive. 22/

Reasonable indication of threat of material injury 30/

We note that during the most recent period from January through June of
1982 there have been accelerating declines in domestic production, capacity
utilization, profits, shipments, and employment as well as a sharp increase in
domestic inventories. In addition to the foregoing, production capacity of
the foreign producer is not currently being fully utilized, and capacity
utilization is increasing. 21/ Most of this production capacity is used for
export shipments with the United States as one of the foreign producer's
largest customers. 32/ Midyear inventories for the foreign producer in 1982
are significantly greater than in the corresponding period of 1981. g}/ )
Further, the importer is opening a new warehouse facility in North

Carolina 34/ and therefore may be better able to attract new business and

lower freight costs.

zz/ Id. at A-12.

28/ 1d. at A-16-17.

29/ 1d. at A-17.

29/ See footnote 1, page 3, supra.
31/ Report at A-18.

32/ 1d. at A-19.

33/ 1d.

34/ 1d. at A-7.



Conclusion

We therefore determine, on the basis of the record in this preliminary
investigation, that there is a reasonable indication of material injury or

threat of material injury to the domestic industry by reason of imports of

nitrocellulose from France.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On July 2, 1981, a petition for an antidumping investigation on
industrial nitrocellulose from France was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel on behalf of
Hercules Inc., Wilmington, Del. Accordingly, on July 6, 1982, the Commission
instituted investigation No. 731-TA-96 (Preliminary) under section 733(a, of
the Tariff Act of 1930 (19 U.S.C. 1673b(a)). The purpose of this
investigation is 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 the importation from France of industrial
nitrocellulose provided for in item 445.25 of the Tariff Schedules of the
United States (TSUS).

The statute directs that the Commission make its determination within 45
days of receipt of the petition, or in this case by August 16, 1982. Notice
of the institution of the Commission's investigation and of the public
conference 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 by publishing the notice in the Federal
Register of July 14, 1982 (47 F.R. 30669). 1/ A public conference was held in
Washington, D.C., on July 27, 1982, at which all interested parties were
afforded the opportunity to present information for consideration by the
Commission. 2/

Nature and Extent of Alleged Sales at
Less Than Fair Value

The petition states that all U.S. imports of nitrocellulose from France
are produced by Societe Nationale des Poudres et Explosifs, Paris, France
(hereinafter referred to as SNPE), a company owned by the French Government.
Hercules alleges in its petition that sales at less that fair value (LTFV)
have continued from the last quarter of 1980 to the present. The alleged LTFV
‘margin based on a Hercules estimate of SNPE's cost of production of $1.023 per
wet pound of nitrocellulose is 50 percent. Furthermore, the petition
maintains that SNPE's home-market sales in France and sales to third countries

' have been below SNPE's cost of production, and therefore, the Department of
Commerce should use constructed value as "fair value” in determining LTFV
margins. ;

1/ A copy of the Commission's Notice of Investigation is presented in app. A.
g/ A calendar of witnesses who appeared at the public conference is
presented in app. B.
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~The Product

Description and uses

The imported product which is the subject of the petition is "soluble"
industrial nitrocellulose (also known as cellulose nitrate). SNPE is the .only
producer of soluble industrial-nitrocellulose in France.

Both imported and domesticfsoluble industrial nitrocellulose (hereinatter
referred to as nitrocellulose) is avallable in the follownng commerc1al~type
grades. 1/ ~ ‘

*Nitrogen content B

Product : : : : (percent)
SS-type nitrocellulose- : 10 9-11, ,2
A3-type nitrocellulose 11.3-11.7

RS-type nitrocellulose-——- - . 11.8-12.2

The RS-type nitrocellulose accounts for approximately * * * percent of
domestic production of nitrocellulose and the vast majority of the imports of
nitrocellulose from France. 2/ - According to Hercules Corp. (the only domestlc
producer) and SNPE's exclusive U.S. agent, Fayette Chemical Corp., both the
domestic and imported RS-type nitrocellulose are commercially 1nterchangeable
with each other. The compatibiljty of RS—type nltrocellulose with many
synthetic resins accounts for its widespread use in the productlon of lacquer
coatings. AS-type nitrocellulose is soluble in the same solvents as RS- type
nitrocellulose but tolerates higher proportions of alcohols in the solvent
blend. SS-type nitrocellulose is preferred in rotogravure and flexographic
inks due to its solubility in solvent systems with high alcohol content.

Nitrocellulose used in explosives is generally more viscous and higher in
nitrogen content (12.6 to 13.4 percent nitrogen content) than isginduat;iaL,;
nitrocellulose. Both the industrial and explosive grades .of nitrocellulose
are produced in similar equipment up: through the nitration step.. Beyona . . -
nitration, the facilities for industrial and explosive nitrocellulose’ are . .
distinct. Explosive nitrocellulose retains the fibrous structure of celilulose
when produced by conventional production processes. Since it is not possible
to manufacture nitrocellulose to an exact nltrogen ‘content, the‘required'
product is obtalned by careful blendlng. : i :

[ . B B ¢ -

There is installed explosive nitrocellulose capacity at three U.S.
facilities, located in Holstein, Tenn.; Indiana Army Ammunition plant, Ind.;
and Radford, Va. The facility at Radford, Va. is the only one now
operational. It is a Government-owned facility which is operated under
contract by Hercules. Hercules does not produce any exp1031ve nltrocellulose
at its plant in Parlln, N. J.v

‘g

l/ There is another, quite dlfferent type of nltrocellulose known as
smokeless nitrocellulose, or guncotton. Smokeless nitrocellulose contains a
minimum of 12.6 percent, generally 13 percent and above, nitrogen by weight. A
The smokeless—type nitrocellulose is used principally as an exp1031ve or
propellent it has no plastics applications.

Z/ % * * * * *
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Nitrocellulose is a white, amorphous plastics material prepared
commercially by reacting cellulose, from cotton linters or wood pulp, with an
aqueous mixture of nitric acid and sulfuric acid. In the Hercules process the
cellulose and mixed nitrating acids are fed continuously and simultaneously to
a vessel, where nitration of the cellulose takes place. After nitration, the
slurry of nitrocellulose and spent acid is passed into a centrifuge, which
removes the spent acids and water. After removal from the centrifuge, the
product is boiled for stability and fed into a continuous digester for proper
molecular weight control. Upon completion of the boiling and digesting
procedure, the water-wet nitrocellulose is charged into hydraulic presses that
compress the nitrocellulose into a cylindrical block and remove the water
(dehydration) and replace it with alcohol (ethyl, isopropyl, or n-butyl
alcohol). The cylindrical alcohol-wet nitrocellulose block is then granulated
and packaged into steel drums for shipment. A flow chart of Hercules
production process is presented on page A-Y4.

Since it is hazardous to ship or store nitrocellulose in the dry form
because of its flammable and even explosive nature, it is shipped or stored
wet with 30 percent or more alcohol, as required by the U.S. Department of
Transportation. ’

Nitrocellulose is used principally in the manufacture of fast-drying,
durable, lacquer coatings. These nitrocellulose lacquers provide a high-
luster shine to the coated articles. For over 60 years, nitrocellulose
lacquers have been used by the furniture industry because of their ease of
application, fast drying, and ease of repairability. However, in the the past
few years, this market for nitrocellulose has been shrinking due to the
substitution of molded plastic components, which do not use a nitrocellulose
lacquer finish for components requiring such a finish.

Industry sources report the following end uses and market shares for
nitrocellulose lacquers:

Percentage distribution

End use of market share
Furniture and wood products 35
Flexographic inks --- 10
Rotogravure inks --- 10
Automotive refinishing --- 10
Cellophane coating- -- 5
Fingernail polish 5
Leather coating 5
Miscellaneous applications———=—————————————————— 20

U.S. tariff treatment

Nitrocellulose of the type subject to this investigation is classified in
the Tariff Schedules of the United States (TSUS) under the residual or
"basket"” category for synthetic cellulosic plastics material other than
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Hercules Production Process
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cellulose acetate, TSUS item 445.25. 1/ The rates of duty applicable to
nitrocellulose entered under TSUS item 445.25 are 7.1 percent ad valorem

(col. 1) g/ and 34.5 percent ad valorem (col. 2). 2/ The current col. 1 rate
became effective on January 1, 1982, and is the third of eight stages of
annual rate reductions resulting from concessions granted by the United States
in the Tokyo round of the Multilateral Trade Negotiations (MIN) under the
General Agreement on Tariffs and Trade. The final (eighth) stage will result
in a duty of 5.2 percent ad valorem. Imports of nitrocellulose under TSUS
item 445.25, if entered from least developed developing countries (LDDC's), 4/
are dutiable at 5.2 percent ad valorem; however, there have been no known
imports of nitrocellulose from LDDC's in recent years. Imports of
nitrocellulose under TSUS item 445.25 are eligible for duty-free entry under
the Generalized System of Preferences. é/

The following table shows the pre-MTN rate and staged rate modifications

for item 445.25, 1980-87:

Table 1.--Cellulosic plastics materials other than cellulose acetate: Pre-MIN
rate of duty and staged rate of duty modifications, 1980-87

Rates of duty 2/ effective with respect to articiles

TSUS : Pre-MIN entered on and after Jan. 1--

item : COi. 1 rate ! - - : - ; , ,
of duty 1/ 1980 3/° 1981 °© 1982 ® 1983 @ 1984 @ 1985 | 1986 | 1987

445.25 :8.3% ad val. ¢ 7.9% : 7.5%4 : 7.1%Z : 6.8% : 6.4% : 6% : 5.6% : 5.2%
1/ Rate effective prior to July 1, 1980.
2/ The symbol "Z" indicates "percent ad valorem.’
2/ The first rate reduction became effective July 1, 1980.

1/ The smokeless type of nitrocellulose is classified under TSUS item
485.30, smokeless powders.

g/ The rates of duty in rates of duty column numbered 1 are most-favored-
nation (MFN) rates and are applicable to imported products from all countries
except those Communist countries and areas enumerated in general headnote 3(f)
of the TSUS. However, such rates would not apply to products of developing
countries which are granted preferential tariff treatment under the
Generalized System of Preferences (GSP) or under the "LDDC" rate of duty
column.

2/ The rates of duty in rate of duty column numbered 2 apply to imported
products from those Communist countries and areas enumerated in general
headnote 3(f) of the TSUS.

4/ The preferential rates of duty in the "LDDC" column reflect the full U.S.
MTN concession rates implemented without staging for particular items which
are the products of least developed developing countries, enumerated in
general headnote 3(d) of the TSUS. Where no rate of duty is provided in the
"LDDC" column for an item, the rate of duty in the column numbered 1 applies.

é/ The GSP, enacted as title V of the Trade Act of 1974, provides duty-free
treatment for specified eligible articles imported directly from designatea
beneficiary developing countries. GSP, implemented by Executive Order NoA-5
11888 of Nov. 24, 1975, applies to merchandise imported on or after
Jan. 1, 1976, and is scheduled to remain in effect until Jan. 4, 1985.
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U.S. Producers

Since 1978, Hercules Inc., Wilmington, Del., has been the only U.S.
producer of nitrocellulose. Hercules has produced nitrocellulose at a plant
in Parlin, N.J., for over 60 years. The firm is a multinational corporation
with 80 production plants in the United States and various parts of the
world. 1In 1981, the company had approximately 23,000 employees and sales of
approximately $2.7 billion. Hercules has historically specialized in the
production of chemicals, but in recent years has increasingly diversified its
product line into other areas.

Prior to 1978, Du Pont, Wilmington, Del., produced nitrocellulose at a
plant in Carney's Point, N.J. On July 19, 1977, Du Pont announced to its
customers that it was phasing out the sale of industrial nitrocellulose by
December 30, 1977. The reason Du Pont discontinued producing nitrocellulose
was the company's view that capital expenditures to modernize its production
plant and meet environmental regulations was not justified, because the
nitrocellulose market would continue to shrink in future years. 1/

According to industry sources, Du Pont held approximately * * * percent of the
U.S. nitrocellulose market in 1977. Hercules controlled the-other * * *
percent. Imports were nonexistent in the U.S. market at the time.

U.S. Market

Apparent U.S. consumption declined by * * * million wet pounds in 1979 to
* * * pillion wet pounds in 1980. 1In 1981, apparent consumption rebounded to
* * * million pounds, which was still * * * the 1979 level. However, in the
first 6 months of 1982, apparent consumption fell by * * * from that reported
for the corresponding period of 1981, as shown in the following tabulation (in
millions of wet pounds):

Period Apparent U.S. consumption
1979--- *kk
1980~ *kk
1981-- - kk%
January-June--
1981~ hkk
1982 * %k

In 1976, the last full year of production by Du Pont, apparent U.S.
consumption of nitrocellulose was estimated at * * * million wet pounds.
Hercules supplied * * * million wet pounds in that year, and Du Pont supplied
an estimated * * * million pounds. 2/

i/ A copy of Du Pont's announcement is set forth in app. C.
g/ This data was supplied by Hercules Inc., and the Du Pont Co.

A-6
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U.S. Importers and Foreign Producers

After Du Pont left the U.S. market in 1977, there was a shortage of
nitrocellulose. Purchasers of nitrocellulose were put on allocation by
Hercules, and many of these purchasers started to use imported nitrocellulose
to replace the Du Pont product. Hercules, to alleviate the nitrocellulose
shortage, joined with several purchasers of the product and requested that
Congress temporarily suspend the duties on imported nitrocellulose until the
Hercules nitrocellulose production facilities could be expanded to meet the
increase in demand. However, the duty on imported nitrocellulose was never
suspended. It was during 1978-1979 that imported nitrocellulose began to
appear in the U.S. market. The French producer, SNPE, was the first large
supplier of imported nitrocellulose in the U.S. market. German and Japanese
producers followed SNPE as suppliers to the U.S. market.

In 1978, SNPE contracted with Fayette Chemical Corp., Woodridge, N.J., to
be its exclusive agent in the United States. 1/ Fayette, along with Cellofilm
of New Jersey, Cellofilm of Illinois, and Cellomer Corp., Newark, N.J.,
compose the chemical group of Polychrome Corp., Yonkers, N.Y. All of the
companies composing the Polychrome chemical group are wholly owned
subsidiaries of Polychrome. Polychrome is in turn a wholly owned subsidiary
of DaiNippon Ink & Chemical Co. of America, New York, N.Y., which is owned by
DaiNippon Ink of Japan.

Fayette acts as an importer and broker for the other companies within the
Polychrome chemical group. The Cellofilm divisions are one of the largest
users of nitrocellulose in the United States. Currently, Fayette has
warehouses in New Jersey and Chicago, Ill., to service its customers. Fayette
informed the Commission that it will soon have warehouse facilities in High
Point, N.C.

Other large importers of nitrocellulose are as follows:

Importer Source
E.T. Horn Co., Japan

LaMirada, Calif.

Toyomenka America, Inc., Japan
San Francisco, Calif.

Scholle Chemical Co., France, West
Chicago, Ill. Germany

1/ % * ¥other U.S. companies had previously signed contracts with SNPE in
1977, and they would not be supplied by Fayette. However, only one of these
companies, * * % % *x % % % %  jg still supplied directly by
SNPE.
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The industrial nitrocellulose imported from Japan is produced primarily
by Asahi Chemical Industry Ltd., Tokoyo, Japan, % % * * % %
* % * * % - West Germany's largest exporter of industrial
nitrocellulose to the United States is =* * * .

- Consideration of Injury or Likelihood Thereof

U.S. production, capacity, and capacity utilization

U.S. production of nitrocellulose during 1979-1981 * * * million pounds
in 1979 to * * * million pounds in 1981. However, in the first 6 months of
1982, production * * * from that in the corresponding period of 1981
(table 2). During the same period, Hercules, in response to the nitrocellulose
shortage, increased its capacity from * * * million pounds in 1979 1/ to * * %
million pounds in 1981, or by * * *, However, Hercules' capacity utilization
for its nitrocellulose production facilities * * *, 1In the first 6 months of
1982, Hercules' capacity utilization rate * * * in the corresponding period of
1981.

Table 2.--Nitrocellulose: U.S. production, capacity, and capacity
utilization, 1979-81, January-June 1981, and January-June 1982

Period : Production : Capacity ; utiiigition
: 1,000 wet pounds : Percent

1979 —mm e . *kk ; kkk o %%
1980 . *%kk . *kk o Kk
1981 . kkk . *kk . *kk
January-June-- : : :

1981 ——————————— . * k% H k%% H *%k%

1982 ——————————— : *k% H k%% H *k%

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

At the public conference and in their postconference brief, counsel for
Fayette and SNPE argued that Hercules made a strategic error in increasing its
nitrocellulose production capacity by at least 20 million pounds more than was
required to meet the entire U.S. demand. SNPE contends that this over-
expansion has caused underutilization of Hercules production facilities and
the subsequent profit erosion. 2/ In their postconference brief, Hercules
countered that its recent production (January-June 1982) was only at a level
equal to * * * of its capacity prior to the expansion. Thus, even if Hercules
had not expanded its production facilities, it still would be suffering a
decline in production and capacity utilization. Furthermore, in 1977, the
combined nitrocellulose capacity of Hercules and Du Pont actually exceeded
Hercules capacity in 1980, after the * * * expansion of its capacity. 3/

A-8
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As shown in table 3, the RS grade of nitrocellulose has accounted for
approximately * * * percent of Hercules nitrocellulose production during

1979-82.
Table 3.--Nitrocellulose: U.S. production, by grades,
1979-81 and January-June 1982
(In thousands of wet pounds)
Period RS AS ss

1979 ; Kxk kkk ; *kk
1980 : kkk . kkk . k%
1981 : *kk *kk k%
1982 (January-June)——=———== : *kk . * %k *k%

.

.
.

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

Domestic shipments and export shipments

Hercules' domestic shipments of nitrocellulose * * * million pounds in

1979 to * * * million pounds in 1981.

shipments * * * from the corresponding period of 1981 (table 4).

In the first 6 months of 1982, domestic

Export

shipments by Hercules * * * by #**#* percent during 1979-81 from * * * million

pounds in 1979 to * * * miilion pounds in 1981.

However, in the first 6

months of 1982, export shipments * * * from those in the corresponding period

of 1981.% * * and* * =

nitrocellulose.

Table 4.--Nitrocellulose:

(In thousands of wet pounds)

are the largest markets for U.S. produceu

Domestic shipments and export shipments,
1979-81, January-June 1981, and January-June 1982

Period : Domestic shipments . Export shipments | Total
1979 : *k% . *k% K%
1980 : k% . k% Kk
1981 : kkk . k%% kK
January-June—- : : :
1981 ~————m e : *kk . *%k% . F %%k
1982 ————— e : kkk . *kk *k%

.
.

Source: Compiled from data submitted in

U.S. International Trade Commission.

response to questionnaires of the
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U.S. imports

Total U.S. imports of industrial nitrocellulose increased from 10.4
million wet pounds in 1979 to 11.2 million pounds in 1980, and then increased
again to 12.4 million pounds in 1981. However, in the first 6 months of 1982
imports fell by 13 percent from the level achieved in the corresponding period
of 1981, as shown in the following tabulation (in millions of wet pounds).

Period Total imports
1979 10.4
1980 11.2
1981 -——= 12.4
January-June--
1981 6.7
1982~ —-—— 5.8

The two main sources of U.S. imports of industrial nitrocellulose are
France and Japan. Such imports from France * * * from 6.0 million wet pounds
in 1979 to * * * million wet pounds in 1980, but then * * * million wet pounds
in 1981. However, in January-June 1982, imports of industrial nitrocellulose
from France * * * million wet pounds from * * * million in the corresponding
period of 1981 (table 5). Imports from Japan * * * million wet pounds in 1979
to * * * mpillion wet pounds in 1980 but then * * * million wet pounds in
1981. In the first half of 1982, imports from Japan continued to * * %,
percent from those in the corresponding period of 1981. While Hercules'
domestic shipments and imports from Japan * * *.

As shown in table 5, the RS-type of industrial nitrocellulose accounted
for approximately * * * percent of all nitrocellulose imports in 1981. The
AS-type was imported from only West Germany during the 1979-82 period.
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(In thousands of wet pounds)

U.S. imports for consumption, by sources and
by grades, 1979-81, January-June 1981, and January-June 1982

.
.

«
.

oe oo

January-June--—

Source and grades © 1979 1980 1981
: : : Po1981 1982

France: }_/ : H H H
RS-type-—-— : hkk . kkk kkk . TT *kk
AS-type - *kk . *kk o *kk *kk o kK
SS-type : kkk . *kk 3 *kk . * %k kkk
Subtotal : *kk *kk *k% *EEx - KR K

Japan: : : . .
RS-type : *kk *kk o ET T *kk o Kk k
AS-type- : *kk hkk . hkk kK *kk
SS-type : kkk o *kk . *kk . *kk o *k%
Subtotal : *hk s TR XTI xEE 3 *xE

West Germany: : : . . :

RS-type- : kkk *k%k . hkk o *kk . *kk
AS-type : kkhk o kk%k *kk o *kk o *kk
SS—-type : *kk o *kk kkk . *kk kK
Subtotal : *kk *kk *k%k . *x%x *h*%

Total, all sources: : : : :
RS-type . kkk o kkk o kkk o k%% . k%%
AS-type : kkk o kkk kkk o kkk o *kk
SS-type : kkk o kkk . *kk . *kk o %k %
Total 10,405 : 11,241 : 12,414 : 6,662 : 5,816

1/ Based on SNPE export data.

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

U.S. inventories

Hercules' yearend inventory of industrial nitrocellulose increased * * *
million pounds in 1979 to * * * million pounds in 1980, and then nearly * * %
million pounds in 1981, as shown in the following tabulation:

Period

1979
1980

1981

January-June—-—
1981

1982

Quantity

(1,000 wet pounds)

*%k%
*%k%k
*k%

k%%
*%k%
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Employment and wages

Total employment of production and related workers at the Hercules plant
which produces nitrocellulose * * * employees in 1979 to * * * in 1981, but
then * * * during January-June 1982 (table 6). Production and related workers
engaged in producing nitrocellulose * * * in 1979 to * * * in 1981. The
number of production and related workers * * * percent to * * * in
January-June 1982. The International Chemical Workers Union advised the
Commission 1/ of their concern about this decline in employment, noting that
they support the position of Hercules in this investigation.

Wages paid to production and related workers making nitrocellulose * * *
million in 1979 to * * * million in 1981. Wages during January-March 1982
were * * * pillion, which represented a * * * from those paid during the
corresponding period of 1981.

Table 6.--Average number of employees, total and production and related
workers and production and related workers engaged in the production of
nitrocellulose at Hercules Inc., 1979-81, January-June 1981, and
January-June 1982

January-June--

Item - T1979 1980 1981

1981 ° 1982

eo oo oo se oo
oo
. .

.
.
oo se |

Average number employed
in the reporting
establishment:

Production and related
workers : *kk *kk

Production and related
workers engaged in the
production of nitro- :
cellulose : *kk *kk

.
.

.
3

ee oo oo oo s |ee e
..

*%k% k%% . k%%

e

o oo e
ee oo os o

oo oo e

*kk *kk . * %k

e %o ae %o se oo ss oo oo
® e¢ ee 0o ee oo es oo oo

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

Financial experience of Hercules Inc.

Nitrocellulose operations.--Financial data were received from Hercules
Inc. on its nitrocellulose operations and are presented in table 7. Hercules's
net sales of nitrocellulose * * *, The quantity of sales * * * in the same
period. In January-June 1982, net sales * * * compared with sales of * * *
million in the corresponding period of 1981.

1/ Letter dated July 22, 1982, from the International Chemical Workers
Union, included in the public file.
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Table 7.--Selected financial data for Hercules Inc. on its nitrocellulose
operations, 1979-81, January-June 1981, and January-June 1982

January-June--

Item ©1979 : 1980 1981 -
- : : X 1981 1982
Net sales 1,000 dollars--: *kk o *kk . *kk . S kEkk *kk
Cost of goods sold do : *%h% g k% g *kk *hk g Fk%
Gross profit do : *kk *k%k . *k% . *k%k *kk
General, selling, and administrative : : : : :
expenses . k%% o *k%k k% k%% k%%
Operating profit or (loss)- do : *k% *kk kkk *kk Kk k
Ratio of operating profit or (loss) to net : : : : :
sales percent—-: *kk *%k%k o *kk *h% %k
Cash flow from operations 1/--1,000 dollars—-: *k% *k%k *h%k o kkk Kk
Fixed assets employed in the production : : : 2 :
of nitrocellulose: : : : : :
Original cost do : *kk o *kk *kk *kk L
Book value do : *k%k g *k% o *k%k *k% k%
Replacement cost do : kkk *kk kkk k%% k%
Ratio of operating profit or (loss) to-- : : : : :
Original cost of fixed assets——-—-—- percent—-: *k%k *%%k kkk o *k%k k%
Book value of fixed assets do : *kk k%% *k%k g N *kk
Replacement cost of fixed assets———-- do=—--: *k%k *kk k% o *kk *kk
1/ Defined as operating profit plus depreciation and amortization expense.
U.S.

Source: Compiled from data submitted in response to

International Trade Commission.

questionnaires of the
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Operating profit * * *. 1In the same period, the ratio of operating

profit to net sales * * *, Cost of goods sold as a share of net sales * * *,
As a share of net sales, general, selling, and administrative expenses * * *,

In January-June 1982, Hercules reported an operating * * *,

Reported interest expense by Hercules

se oo e

January-June--

Item f1979 1980 ° 1981 :
: : : : 1981 | 1982
Interest expense: : : : : :
For working capital : : : : :
1,000 dollars--: *kk *kk kkk *kk falake
For capital investment : : : : :
do———-: k%% . %%k %k : kk %k . %%k % H k%%
Total do———-—: * %% H * %% H * k% H * %k : XX
* * * * * *
Hercules sales and operating profit for its domestic and export
operations are presented in the following tabulation:
Item 1979 % 1980 ¢ 1981
Domestic: : : :
Net sales 1,000 dollars—-: *kk L *xk
Operating profit do : *kk *kk . *kk
Ratio of operating profit to net : : :
sales percent—-: *kk o *%k% o *kk
Export: : : :
Net sales 1,000 dollars--: *kk *%k% Kk k
Operating profit do : *kk kkk *k%
Ratio of operating profit to net : : :
sales- percent--: *%k% *xk *kk
* * * * * *
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The ratios of operating profit to original cost, book value, and
replacement cost of fixed assets are presented in table 7. The return on
fixed assets based on each of the three methods of valuation * * * the ratio
of operating profit to net sales.

Overall Hercules Inc. operations.--Selected financial data for Hercules
overall operations are presented in table 8. Net sales increased by 16
percent from $2.3 billion in 1979 to $2.7 billion in 1981. 1In January-March
1982, net sales * * *, :

Table 8.--Selected financial data on the overall corporate operations of
Hercules Inc., 1979-81, January-March 198i, and January-March 1982

© January-March

Item T 1979 © 1980 T 1981 .
: : : ©1981 T 1982
Net saleg—=——————— million dollars—-: 2,345 ¢ 2,485 : 2,718 : *kk o *hk
Cost of goods sold- do : 1,853 : 2,038 : 2,198 : *k%k *hk
Gross profit do : 492 447 520 : *k%k k%
General, selling, and admini- : : : : :
strative expenses -do : 281 : 292 308 : *kk g *h%
Operating profit———————————- do-~--: 211 : 155 : 212 : kkk KKk
Interest expenses do : 32 : 37 : 47 *k% *kk
Other income or (expenses)--do----: 59 : (3): 15 : *kk Fkk
Net profit before income taxes : : : : k%% k%
million dollars--: 238 : 115 : 180 : *k%k k%
Provision for income taxes—-—-do--——-: 86 : 23 : 51 ¢ 1/ **% ; 1/ *%%
Equity in net income of affili- : : : : :
ated companies-million dollars--: 21 : 22 : 7 1 1/ *¥*k% 1/ Fk%
Net profit——-- do : 173 : 114 : 136 : 1/ **% : 1/ *%%
Working capital do : 379 : 387 : 519 : 1/ *%% : 1/ %%
Shareholder's equity—=—-—-———- do———-: 945 : 1,010 : 1,051 : 1/ *** : 1/ *%x%
Total assests do : 1,761 : 1,890 : 1,997 : 1/ **% : 1,/ *%%
Net investment in assets 2/-do—---: 1,442 @ 1,633 : 1,735 : 1/ **% : 1/ *%%
As a share of net sales: : : : s
Operating profit——————- percent—-: 9.0 : 6.2 : 7.8 : *hk o *kk
Net profit before income taxes : : : : :
percent——: 10.1 : 4.6 : 6.6 : *kk *kk
Net profit do 7.4 : 4.6 : 5.0 : 1/ *%% : 1/ *%%
Ratio of net profit to-- : : : :
Shareholders' equity-—-percent--: 18.3 : 11.3 ¢ 12.9 : &/ *k%k i/ *&%
Total assets— do———-: 9.8 : 6.0 : 6.8 : 1/ **%x ; 1/ %*%
Net investment in assets——do----: 12.0 : 7.0 : 7.8 1 1/ *%% ;1] %*%%*

1/ Not available.
g/ Total assets less current liabilities except notes payable and current -
maturities of long-term debt.

Source: Compiled from data submitted in response to questionnaires (for
Jan.-March 1981-82 figures) of the U.S. International Trade Commission mand

data extracted from public annual reports to shareholders, and public 10K
statements.
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Operating profit declined from $211 million in 1979 to $155 million in
1980 and then increased to $212 million in 198l. The ratio of operating
profit to net sales dropped from 9.0 percent in 1979 to 6.2 percent in 1980
and then increased to 7.8 percent in 198i. 1In January-March 1982, operating
profit * * %,

Consideration of the Causal Relationship Between Alleged
LTFV Imports and the Alleged Injury

Market penetration of alleged LTFV imports

U.S. imports of industrial nitrocellulose from France captured an
increasing share of a declining market during 1979-82. Such imports increased
as a share of apparent U.S. consumption from * * *, In the first 6 months of
1982, French imports increased their share of the U.S. market to * * %

(table 9). During the same period, total imports of nitrocellulose increased
their share of the U.S. market each year, * * *, 1In the first 6 months of
1982, imports secured their highest penetration level of * * *,

Table 9.--Nitrocellulose: U.S. producer's domestic shipments, imports for
consumption from France and all countries, and apparent consumption,
1979-81, January-June 1981, and January-June 1982

X3

:Ratio of imports

Domestic Imports . All Total : Apparent : to consumption

Period ; . from . other

shipments ‘France 1/ imports ¢ imports:consumption: France: .Total
: : - : : : : lmports
: 1,000 wet pounds : Percent---
1979=—mmme-e : *kk . kkk o k%% : 10,405 : kkk kkk kkk
1980—=———mm : *kk o kk%k . *%% ;11,241 : *kk . kkk hkk
198]——=———m : *kk o *kk . k% 2 12 414 kkk o kkk *dk
Jan.-June--: : : : : : :
1981 ~——m—n : kkk . hkk . k% ;6,662 : *kk . *kk *kk
1982———mm : *kk o *kk . k%% ;5 816 : hkk hkk . hkk

o e

1/ Based on SNPE's export statistics.

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

Lost sales

Hercules Inc. supplied the Commission with a list of * * * firms to which
they allegedly lost sales of industrial nitrocellulose because of alleged LTFV
imports from France. The Commission contacted eight of the purchasing firms,
which accounted for a majority of the total alleged lost sales, and was able to
confirm lost sales with all eight companies contacted. The approximate range
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of the value of the confirmed lost sales is * * *, 1/ Some of the purchasing
companies began using French or Japanese imports after Du Pont left the
market, and a temporary shortage of nitrocellulose developed. Many purchasers
stated that their companies were trying to maintain dual suppliers, as was
their custom prior to Du Pont's exit from the market. Details of the eight
lost sales are as follows:

Purchasing company Source

1o % % Ko — O —— * %
D R K e * k %
3.k Kk ke—me S * k %
b, * * K- e x k &
5 kR K * Kk %
6. * * Keeeo — - * % %
7. % % %- -—— *x k%
8. * % *— * k%

In all eight instances, price was given by the purchasers as the reason
for switching to the imported product. The majority of the purchasers
contacted stated that they were forced to purchase the lower priced imported
material to keep the price of their own products price competitive within
their industry. 1In all instances, Hercules offered to continue to supply
nitrocellulose to these customers, * * *. 1In some instances, imported
nitrocellulose from Japan or West Germany was also substituted for the
domestic product. In the case of * * * the company switched to the Japanese
nitrocellulose (* * * wet pounds for 1980 and 1981) while purchasing smaller
but still substantial amounts from France (approximately * * * wet pounds).

Both * * * started to purchase significant amounts of French
nitrocellulose in 1979. Details of these companies purchases of the French
nitrocellulose are as shown in the following tabulation (in wet pounds):

Company 1979 1980 1981
* Kk Ko k% k% % k%
* % Ko Kk k% k%%

* % * informed the Commission that it also purchases large amounts of
nitrocellulose from Japan (* * * wet pounds in 1980 and 1981). * * *,
However, it continued to purchase xx percent of its nitrocellulose

1/ Based on Hercules estimates and conversations with the eight purchiﬂ%rs.
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requirements * * *, At that point, * % * decided to obtain most of its
nitrocellulose requirements from * *# *, * * * informed the Commission that

* % *, Thus, * * * has been obtaining more of its nitrocellulose purchases
X %k,

* * * * * * *
Company 1976 1977 1978 1979 1980 1981
Hercules———————— Kk K k% *kk *kk *kk * k%
Du Pont=—=—=—=———- %k k% *kk *k %k Kk ok KKk
Y00 ) R ——— K&k *kk k% *kk *hk *kk
* * * * * * *

Threat of injury

Foreign capacity and production.--SNPE's current maximum annual capacity
to produce industrial nitrocellulose is * * * million wet pounds (* * *
million dry pounds). Details of SNPE's production capacity and production
process at their Bergerac plant are set forth in app. D. During 1978-81,
SNPE's production of industrial nitrocellulose * * * million wet pounds in
1978 and to * * * million wet pounds in 1979 and then * * * pmillion wet pounds
level in 1980 and 1981. 1In the first 6 months of 1982, SNPE's production
* % % % % %that in the corresponding period of 1981 (table 10). The RS-type

of nitrocellulose accounted for * * * percent of SNPE's production in 1981,
* % %,

Table 10.--Nitrocellulose: SNPE production, by types,
1975-81, January-June 1981, and January-June 1982

(In wet pounds)

Period : RS : AS : Ss : Total
1978 : kkk . kkk . *kk . Kk k
1979 : *kk . kkk . kkk . *kk
1980 : *kk . *kk . *kk . Kkk
1981 : *%kk . *kk . *kk . k%
January-June—- : : : :

1981 —=—==— = . %%k k% o kkk k%%
1982—=—————— . %%k . k%% k%% . k%%

Source: Confidential submission of SNPE.
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Based on SNPE's maximum production capacity, the French producer
experienced an * * * capacity utilization level for 1980 and 1981. 1In
January-June 1982, SNPE operated its industrial nitrocellulose production

facility at a * * * capacity utilization level.

French domestic shipments and exports.-—As shown in table 11, SNPE's
domestic shipments in France * * * million wet pounds in 1979 to * * * million

In the first 6
months of 1982, SNPE's domestic shipments * * * * * the level of its

wet pounds in 1980, but then * * * million wet pounds in 1981.

shipments in the corresponding period of 1981.

Table 11.--Nitrocellulose: SNPE's domestic shipments in France and export
shipments, 1979-81, January-June 1981, and January-June 1582

(In thousands of wet pounds)

Period f Domestic f Total export f Total
: shipments : shipments ;
1979 : *kk *kk 3 Ak
1980 —_— kkk o *kk . *kk
1981 : *kk . *kk ko
January-June-—- : :
1981 *kk o *kk . Kkk
1982 kkk k% KKk

Source: Confidential submission of SNPE.

During 1979-81, exports of industrial nitrocellulose accounted for * * *
of SNPE's total shipments. Besides the United States, SNPE's largest

customers for nitrocellulose are * * *,

As shown in the following tabulation, SNPE's yearend inventories of

industrial nitrocellulose #* * *,
Period

As of Dec. 31--

1,000 wet pounds

1978 - ok

*

1979 *k %k

1980 *kk

1981 kk%k
As of June 30--

1981~ *kk

1982 kkk
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Prices

Hercules, the domestic producer, argues that its method of packing
nitrocellulose for shipments should provide it with a significant price
advantage over the French producer. Hercules ships nitrocellulose in
returnable steel drums; SNPE ships it in disposable fiber drums. Hercules has
stated that its costs for the drums, which amount to about * * * per pound of
nitrocellulose, are lower than those for the French product. However, the
importer has argued that the cost of the fiber drums is lower.

Prices charged by domestic producers and by importer-distributors of RS
nitrocellulose on sales to their largest customers were requested on an f.o.b.
and a delivered basis, by quarters, for the period from January 1980 through
June of 1982. RS nitrocellulose was selected for price comparisons, since it
accounts for * * * percent of domestic production, and also makes up the
largest share of imports. Hercules provided both f.o.b. and delivered prices,
but Fayette Chemical Corp., which imports and markets the French products, and
Toyomenka, Inc., and E.T. Horn, which handle the Japanese product, provided
prices on an f.o.b. point of shipment basis only. Therefore, only f.o.b.
prices of domestic and imported nitrocellulose could be compared.

Trends in prices.--Weighted-average domestic prices of nitrocellulose
* % % over the period from January 1980 through June 1982, even though they
* * * during January-June 1982 (table 12). These prices * * * per pound in
January-March 1980 to * * * in April-June 1980, and then remained * * * per
pound during January-December 1981. They then * * * in January-March 1982 and
* * * at that level during April-June 1982.

The overall * * * in the domestic price for the 2.5-year period was * * %
than the increase in prices of related products during this time span. The
Bureau of Labor Statistics index of prices of all paint materials increased by
an average of only 16.8 percent during January 1980-June 19Y82.

Prices of imported nitrocellulose from France * * * than prices of the
domestic product during the period of the investigation. They * * * per pound
in April-June 1980 to * * * in July-September 1981 and then * * * during the
next three quarters to * * * in April-June 1982. * * * ip the price of
French-produced nitrocellulose between January 1980 and June 1982 may be
partly a result of the continuing depreciation of the French franc during the
period. As shown in table 12, the franc declined by over 30 percent in
relation to the dollar between January 1980 and May 1982. More recent
evidence indicates that the franc continued to depreciate from May through
August 1982. 1/

1/ Data presented in the business sections of recent newspapers show that
the franc declined by more than 10 percent between May and August 1982.
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Table 12.--Index of exchange rate of the French franc in relation to the
U.S. dollar, by quarters, January 1979-May 1982

(January-March 1980=100)

Period 1979 % 1980 ° 1981 } 1982
January-March : 97.2 : 100 : 85.2 : 69.2
April-June : 94.9 : 98.5 : 76.6 : 1/ 67.4
July-September : 97.8 : 100.6 : 71.4 : -
October—December‘ : 100.1 : 93.8 : 73.4 : -

1/ Data available only for April-May.

Margins of underselling.--A comparison of domestic and imported prices of
nitrocellulose from France indicates that underselling occurred * * *, Actual
margins ranged from * * * per pound, and percentage margins ranged from * * *
(table 13). During January-September 1980, prices of domestic nitrocellulose

USEON

were * * * than prices of the French product.

Prices of imported nitrocellulose from Japan are shown in table 1l4. It
is apparent that prices charged by the two importers of Japanese nitro-
cellulose have * * *., Average Japanese prices * * * per pound in
January-March 1980 to * * * per pound in April-June 1982. They were * * *
price during April-December 1980 and July-December 1981 by amounts ranging
from * ¥ * per pound. Japanese prices were * * * prices in all other periods,
including January-June 1982. The average price of the Japanese nitrocellulose
was ¥ * * in five out of the six quarters from January 1981 through June 1982.
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Table 13.--RS nitrocellulose: Weighted-average prices f.o.b. of the domestic
producer and the importer, and margins of underselling, by quarters,
January 1980-June 1982 .

Margins of underselling of--

Period f Hercules f Fayette f :
X Inc. X Inc. . Hercules Inc. _Fayette Inc.
: Cents per wet pound 1/ : ——=———--—- Percent—————————
1980: : :
January-March——--=~- : *k% . k% kkk *kk
April—June —————————— . C kkk . k%% . k%% . kK%
July-September—-----: *kk *kk kkk *kk
October-December-——-: *kk o *kk *k% *kk
1981: : : : :
January-March-—----- : kkk kkk k% o *¥k
April-June--———=-——- : k% kkk *x% k%
July-September——---- : k% kkk o k%% *kk
October-December—----: kkk o kkk . *kk k%
1982: : : : o
January-March—==-=-- : *kk o k%% k%% *kk
April—June—————-—-——: k%% H k%% H k%% H k%%
t cent.

1/ Prices rounded to the neares
Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
Table 14.--Nitrocellulose: Prices f.o.b. of Japanese importers,

by quarters, January 1980-June 1982 1/

(In cents per wet pound)
: Toyomenka

Period ; E.T. Horn Co':America Inc.; Average price
1980: : , : . :
January-March---———---- : k% kkk o *k%
April-June : k%% *kk . *kk
July-September——-=———=~- : Kk o kk% k%%
October-December--—---—- : *k% o *k% . *k%
1981: : : :
January-March--—-=————- : o kkk *k%k kkk
April-June : *k%k . k%% . kkk
July-September——————--- : *xk . *k% *k%
October-December———==—-- : *kk . *k% o *k%
1982: : : :
January-March——-————--- : kkk o kkk kX
April-June : *kk *kk *kk
1/ * % %,

Source: Compiled from data submitted in response to qugstionnairés of the , 5,
U.S. International Trade Commission. ’
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APPENDIX A
NOTICE OF COMMISSION'S INVESTIGATION AND CONFERENCE

DEPARTMENT OF COMMERCE'S NOTICE OF INITIATION
OF AN ANTIDUMPING INVESTIGATION
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Federal Register / Vol. 47, No. 135 /| Wednesday, July 14.-1982 / Notices - -~ - - i —

|- scheduling of a conference to be heldin.  treat as confidential shall be submitte
L 4
connection therewith. - separately, and each sheet must be
- clearly marked at the top "Confidential
suMmMaRY: The U.S. Inlernational Trade - 1sines s i
Commission bereby gives notice of the f&’;::;?ig,zt;ug ?:x;i?:::::\llilh the
- institution of investigation NO. 731-TA- 1.0 irements of § 201.8 of the -
fg;’;;er‘;g;gg}}ggggf(;;gjbgfg3.30*) of . Commission's Rules of Practice and
1673b{a)) to determine whether there is- Pro(:e.d ure (19 CFR 2(:-1'6)' All c;N ritt eln .
" A reasonable indication that an industry submissions, except 'of confidentia
" in the United States is materially _ business data, will be available for
* injured, or is threatened with material public msp ection. WPy
$njury, or the establishment of an Service of docun{ent.i.—ﬁe Secretary
industry in the United States is - - will compile a service list from the
materially retarded, by reason of entries of appearance filed in this -
imports from France of nitrocellulose, ? mvespgahpn. Any pqrty sgbmlttmg a
" provided for in item 445.25 of the Tariff document in connection w:x‘th the
* Schedules of the United States, which investigation shall, in addition to_
are allegedly being sold in the United complying with § 201.8 of the - "
States at less than fair value (LTFV), Commission’s rules (19 CFR 201.8), serve
EFFECTIVE DATE: July 6, 1932, . acopy of each such document on all
FOR FURTHER INFORMATION CONTACT: other parties {o the investigation. Such
Bill Schechter, Office of Investigation, -~ se;&f_: sfelatl cvr:i}:rr:lhw:‘tlg ;hcg 16 D)o i
. US. Intermati . ission;  requirements sel forth I 15
nternational Trade Commission; the rules (19 CFR 201.16(b)). )

telephone 202/523-0300. . )
SUPPLEIMENTARY INFORMATION: In addition to the foregoing, each -
Backgronnd—This investigation is document filed with the gommission in
being instituted following receipt of a the course of this investigation must
petition filad by counsel for Hercules include a certificate of service setting
Inc., Wilmington, Delaware: The forth the manner and date of such ~ .-
Commission moust make its . . service. This certificate will be decmed -
determination in this investigatian. .. . proof of service of the document. 2
Documents not accompanied by a B

within 45 days after the date of the filing 0C o
of the petition, or by August 16, 1982Y(19 - cerfificate of service will notbe .. ~.. & _
* €FR 207.17). This investigation willbe - . -accepted by the Secretary. ~.; - = .- - " .
- »8ubject;lo the provisions of part 207 of -: - Conference.—The Director of -
- ‘the Commission’s Rules of Practice and ~ Operations of the Commission has
Procedure (19 CFR Part 207, 44 FR 76457  scheduled a conference in connection
and 47 FR 6190), and particularly. .. . . . with this investigation for 9:30 a.m..on.

- subpart B thereof. A nonconfidential July 27,1982, at the U.S. International . -

- copy of the petition is availablefor . - .Trade Commission Building, 701 E . :
public inspection during official warking  Street, NW., Washington, D.C. Parties
i hours (8:45am.to5:15p.m.)inthe - wishing toparticipate in the conference -
- -—Office of the Secretary U.S. should contact the supervisory .
International Trade Commission, 701 E  investigator for the investigation, John .
. Street, NW., Washington, D.C. 20436, * MacHatton, felephone 202/523-0439, not
. telephone (202-523-0448). - : Jater than July 23, 1982, to arrange for
. Persons wishing to participate in this  their appearance. Parties in support of "~

~ investigation as parties must file an the imposition of antidumping duties
entry of appearance with the Secretary will each be collectively allocated one .
10 the Commission pot later than July 21,  hour within which to make anoral - - -~

1982 (19 CFR 261.11). Any entry of presentation at the conference.
. appearance filed after this date willbe - For further information concerning the
Ll Leferreq to the Chairman; who'shall - - - gonduct of this investigation rules-and - -7~ -
: e(emfnne whether o accept the late general application, consult the o
B entry oé gqqd cause shown by the Commission's Rules of Practice and
: Peizf’{! esiring to file the notice.  Procedure, part 207, subparts Aand B
P 'ritten subm/ssions.—Any person {19 CER Part 207), and part 201, subparts
. may submit fo the Commissiononer . A'through E (19 CFR Part 201}, 47 FR -
; - bf{ore July ‘30.;1~982..-a-wrinen statement  g1g2’ February 18, 1982, Further
Hiavestigation No. 731-TA-96 (Preliminary)) o1 - mation pertinent to the gubject - juformation concerning the conduct of
: . TR v - matter of this investigation. A signe i . 1 jded by
Mitrocellulose From France original and fourteen copies of such - ;%;::}c;:{::;znce will be pmvxded“b) Mr.
| pgency: Intemnational Trade - Ftatements must be subniitted, © Y Ihis notice § i jantto
' Commission. O - ... Any business information which a !hls nolice 1s publ;fhgd_gursuﬁm t? T
" - Institution of mhl 4 .~ submitter desires the Commission to ~ §207.12 of the Commussion 5 Rg. e
: Acx:g:m. nstity a.o_zf.l' ;'.x‘ x:nx‘:lxy - v . . Practice and Proceduré {19 CFR 207.12).
anlidumping U}‘_“ {3 oaead. el 'Almfx}omumuuxoum«m.. : - _ Issuud: July 7,1882. S ‘t‘ii;“'f.‘.; i

By order of the Commission. A2
ot Kennoth R. Mason, oY 4
" Secretary.

IFR Duc 8219043 Filed 7-13-82 845 am]

BILLING CODE 7020-02-8



‘Federal Register / Vol. 47, No 145 / Wedncsday, ]uly 28 msz / Notices ’

A-25 .
32557

Initiation of Antldumping Investigation;
Industrial Nitrocellulose From France -

_AGENCY: International Trade
Administration, Commerce.-

ACTION: Initiation of anhdumpmg
investigation.

SUMMARY: On the basis of & petition
filed-in proper form with the U.S.
Department of Commerce, we are °
initiating an antidumping investigation
to determine whether industrial
nitrocellulose from France is being, or is
likely to be, sold in the United States at
less than fair value. We are notifying the
U.S. International Trade Commission
(“ITC") of this action so that it may
determine whether imports of industrial
nitrocellulose are materially i injuring, or
are threatening to materially injure, a
U.S. industry. If the investigation
proceeds normally, the ITC will make its
preliminary determination on or before
-August 16, 1982,.and we will make ours
on or before December 9, 1982, ... .
EFFECTIVE DATE: July 28, 1982.
FOR FURTHER INFORMATION CONTACT:
Stuart Keitz, Office of Investigations,
Import Administration, International ~
Trade Administration, U.S. Department
of Commerce, 14th Street and
Constitution Avenue, NW., Washington,
D.C. 20230; telephone [202) 377-1769.
SUPPLEMENTARY INFORMATION:

Petition

~ On July 2, 1982, we feceived a petition
filed by counsel on behalf of Hercules

Incorporated of Wilmington, Delawore.

purported to be the only U.S.~
manufacturer of industrial
nitrocellulose. In compliance with the
filing requiremeénts of section 353. 36-of .-
the Commerce Regulations (19 CFR"
353.36), the petition alleges-that imports
from France of industrial nitrocellulose
are being, or are likély to be, sold in the
United States at less than fair value

within the meaning of section 731 of the
Turiff Act of 1930, as aménded (19
U.S.C.1673) (“the Act”) and that these
imports are materially injuring, or are
threatening to materially injure, a U.S.
industry. The petition further alleges
that this product is being sold in France
and lo.third countrics at less than the
cost of production in the home market.

Initiation of Investigation

Under section 732(c) of the Act, we
must determine, within 20 days alter a
petition is filed, whether a petition sels
forth the allegations necessary for
initiation of an antidumping
investigation and whether it contains
information reasonably available to the
petitioner supporfing the allegations. We
bave examined the petition on industrial
nitrocellulose and have found that it

- meets these requirements.

Therelore, in accordance with section
732 of the Act, we are initiating an
antidumping investigation to dclenmne
whether industrial nitrocellulose from '
France is being, or is likely to be,sold in
the U.S. at less than fair value. If the
investigation proceeds normally, we will
make our preliminary delcrmma.non by
December 9, 1982,

Scope o[ the Invesligation

 The product.covered by this
investigation is industrial nitrocellulose .
containing between 10.8% and 12.2%
nitrogen. It should not be confused with
explosive grade nitrocellulose which
contains over 12.2% nitrogen. Industrial
nitrocellulose is a dry, white, amorphous
synthetic chemical produced by the
action of nitric acid on cellulose. The -

' producl comes in several viscosities and

is used to form films in lacquers, = - .
coatings, furniture finishes and printmg
inks. It is currently classified as -

. ‘cellulosic plastic materials, other than "

cellulose acetate, under item number
445.2500 of the Tariff Schedules of t.he
United States Annotated:

Notification of ITC

_ Section 732(d) of the Act re;;uires us.
to notify the ITC of this action and to

" provide it with the information we used
-te arrive at this determination. We will

notify the ITC and make available to it
all nonprivileged and nonconfidential .
information. We will also allow the ITC
access to all privileged and confidential

. information in our files, provided that.

the ITC confirms it will not disclose’
such information either publicly or

‘under an administrative protective order.

wi!hoht the written consent of the
Depity Assistant Secretary for Import
Administration.

Preliminary Determination by lTC

“‘The ITC will determine by August 16,
19862, whether there is a reasonable
indication that imports of industrial
nitroceliulose from France are
materially i m]urmg. or are threatening to
malerially m)uro. a U.S. industry. If its
determination is negative, this
investigation will terminate; otherwise,
the investigalion will proceed according
to statutory procedures.

Dated: July 21, 1982,
Gary N. Horlick,
Deputy Assistant Secretary for Import
Administration.
{FR Doc. 82-2045" Filed 7-27-82; 8:48 am)
BRLUING COBE 3510-25-4
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APPENDIX B

CALENDAR OF WITNESSES AT THE CONFERENCE
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CALENDAR OF PUBLIC CONFERENCE

Investigation No. 731-TA-96 (Preliminary)

NITROCELLULOSE FROM FRANCE

Those listed below are scheduled to appear as witnesses at the United
States International Trade Commission's conference to be held in connection
with the subject investigation at 9:30 a.m. on Tuesday, July 27, 1982, in
the hearing room of the USITC Building, 701 E Street NW, Washington, D,C,

In support of the imposition of - Time allotted

countervailing duties

Dow, Lohnes & Albertson--Counsel 60 minutes
Washington, D.C,
"on behalf of

Hercules Incorporated

Jerome D. Towe, Director-Strategy, Business Center for
Nitrocellulose, Hercules Inc.

Edwin S. Moler Director, Business Center for
Nitrocellulose, Hercules Inc.,

James F. Maher, Associate Counsel, law Department,

Hercules Inc.

"William Silverman)-_QF COUNSEL
Fdward M. Lebow )

In opposition to the imposition of
countervailing duties

zergson, Bo;kland, MargqliSML'Adler;-eCounsel _ 60 minutes
BShYaghehm i Leonar |
on behalf of

Societe National des Poudres et Explosifs (SNPE)

Philippe LeRoy, Directeur, SNPE T e
Francois DeTaffin, Nitrocellulose Product and Sales
Manager, SNPE

John G. Reilly, Principal, ICF Inc.
P. Lance Graef, Project Manager, ICF Inc.

Howard Adler,Jr. )
Robert W. DeVos, Jr.)--OF COUNSEL

Will E. Leonard ) A-27
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Paul, Weiss, Rifkind, Wharton & Garrison--Counsel
Washington, D.C.
on behalf of

Fayette Chemical Corporation

Peter T. Sullivan, Vice President & General
Manager, Fayette

‘Sidney S. Rosdeitcher)_ i ,
Curtis A. Hessler ) OF COUNSEL
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APPENDIX C

DU PONT ANNOUNCEMENT TO LEAVE THE NITROCELLULOSE BUSINESS
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MAILGRAM SERVICE CENTER ®

MIDOLETOWN, VA, 22645 mestem union Mallgram

k
E

* UNITED §,
4

x
*
*+
*
*

12015694A200033 07/19/77 TWX TEXFIBERS WILM NWKA.
.33 wILMINGTON DEL 1977707719

%
*
*
*

WE REGRET TO NOTIFY YOU THAT DU PONT PLANS TO PHASE OUT
THE MANUFACTURE aND SALE OF INDUSTRIAL NITROCELLULOSE
BY DECEMBER 30, 1977,

QUR NITROCELLULOSE BUSINESS MAS BEEN OPERATING AT A LOSS
FOR SEVERAL YEARS, DURING THIS PERIOD, WE HAVE APPLIED
CONSIDERABLE EFFQORT ANC RESOURCES 7O DEAL WITH THE
INCREASING COST BURDENS OF RAw MATERIALS, ENVIRONMENTAL
CONTROLS AND ENERGY AND TO HWELP RESTORE PROFIT MARGINS,
HOWEVER, THE CONTINUED LARGE INFUSION OF NEW CAPITAL -
REQUIRED TC UPGRADE OUR AGING PLANT AND MEET PROJECTED
ENVIRONMENTAL REGULATIONS IS NOT ECONOMICALLY JUSTIFIED
IN THE FACE OF CURRENT AND FORECAST DEMAND FOR INDUSTRIAL
NITROCELLULOGSE,

MARKET DEMAND FOFR NITROCELLULOSE HWAS GROWN LITTLE IN THE

PAST DECADE, BOTH DU PONT AND INDEPENDENT STUDIES

INDICATE THIS TREND wILL CONTINUE FOR A FEW YEARS,

AND LONGER=RANGE, DEMAND WILL SOFTEN A8 A RESULT OF -
ENVIRONMENTAL REGULATIONS FOSTERING WIDER USE OF

NONSOLVENT SYSTEMS,

THE CURRENT WORLD CAPACITY FOR INDUSTRIAL NITROCELLULOSE
IS CONSIDERED ADEQUATE TQ MEET DEMAND, AND NO SHORTAGES
RESULTING FROM OUR wWITHDRAWAL FROM THIS MARKET ARE
FORESEEN,

BASED ON CURRENT PLANNING, WE WILL CEASE ALL SHIPMENTS
ON OR BEFORE DECEMBER 30, 1977, ORDERS wlLL BE ACCEPTED
THROUGH OCTOBER 1, THE PURPOSE OF THIS EARLY NOTICE 18
TO GIVE YOU TIME TO PLAN AN ORDERLY TRANSITIDN TO CTHER
SOURCES OF SUPPLY,

WE REGRET ANY INCONVENIENCE THIS MAY CAUSE AND WILL .
GLADLY WORK WITH YOU TO SMOOTH YOUR CHANGEOVER PERIOD, A-30
OUR REPRESENTATIVE WILL BE IN CONTACT WITH YOU SOON TO
ANSWER ANY GUESTIONS YOU MIGHMT HAVE REGARDING THE
PHASEOUT,
DUPONT CU R & ARMSTRONG, MANAGER

E
) &
&
®

*+ DiAus
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APPENDIX D

SNPE's PRODUCTION CAPACITY AND PRODUCTION PROCESS
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Production Capacity of the Bergerac Plant
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