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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-136 (Preliminary), Cyanuric Acid
and its Chlorinated Derivatives from Japan

Determination

On qﬁe basis of the record 1/ developed in investigation No. 731-TA-136

(Preliminary), the Commission determines, pursuant to section 733(a) of the

? i
: XN
| i

Tariff Act of 1930 (19 U.S.C. § 1673b(a)), that there is a reasonable
indication that an industry in the United States is being materially injured
by reason of imports from Japan of cyanuric acid, provided for in item 425.10
of the Tariff Schedules of the United States (TSUS), which are allegedly being
sold in the United States at less than fair value (LTFV). 2/ The Commission
further determines that there is a reasonable indication that an‘industry in
the United States is being materially injured by reason of imporés from Japan
of chlorinated derivatives of cyanuric acid, provided for in item 425.10 of

the TSUS, which are allegedly being sold in the United States at LTFV. 3/

Background

On June 3, 1983, a petition was filed with the United States
International Trade Commission and the U.S. Department of Commerce by counsel
on behalf of Monsanto Industrial Chemicals Co., St. Louis, Missouri, alleging
that an industry in the United States is materially injured, or is threatened
with material injury, by reason of imports from Japan of cyanuric acid and its

chlorinated derivatives, which are allegedly being sold at LTFV prices.

1/ The "record" is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (47 F.R. 6190, Feb. 10, 1982).

2/ Chairman Eckes and Commissioner Haggart, voting in the affirmative, find
a reasonable indication of material injury, while Commissioner Stern, voting
in the negative, finds no reasonable indication of injury or threat thereof.

3/ Chairman Eckes and Commissioner Haggart, voting in the affirmative, find
a reasonable indication of material injury, while Commissioner Stern, voting
in the negative, finds no reasonable indication of injury or threat thereof.

§ 1
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Accordingly, the Commission instituted a preliminary investigation under
section 733(a) of the Tariff Act of 1930, to determine whether there is a
reasonable indication tﬁat an industry in the United States is materially
injured, or is threatened with material injury, by reason of the importation
of such merchandise into the United States.

Notice of the institution of the Commission investigation and the
conference to be held in connection therewith was given by posting copies of
the notice in the Office of tﬁe Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice fn the Federal
Register on June 15, 1983 (48 F.R. 27453). The conference was held in
Washington, D.C. on June 28, 1983, and all persons who requested the
opportunity were permitted to appear in person or by counsel. The Commission

voted on these cases in public session on July 13, 1983.



VIEWS OF CHAIRMAN ALFRED E. ECKES
AND COMMISSIONER VERONICA A. HAGGART

!

On the basis of the record in investigation No. 731-TA-136 (Preliminary),

_h!,r
i

we &etgrmine, pursuant to section 733(a) of the Tariff Act of 1930, 1/ that
there is a reasonable indication that an indusfry in the United States 1is
materially injured by reason of imports of cyanuric acid from Japan which are
allegedly sold at less than fair value (LTFV). We further determine that
there is a reasonable indication that an industry in the United States is
materially injured by reason of imports of chlorinated derivatives of cyanuric

acid from Japan which are allegedly sold at LTFV. 2/

Domestie Industries

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry”
as 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.” 3/ Section 771(10) defines
"like product"” as a "product which is like, or in the absence of like, most
similar in characteristics and uses with" the article under investigationm. ﬁ/

The imported articles that are the subject of this investigation are
cyanuric acid and its chlorinated derivatives. Cyanuric acid is a white,

crystalline, solid, synthetic organic chemical which contains a triazine

1/19 UsSeCe 16735(&). .
2/ Since there is a domestic industry, material retardation of the

establishment of an industry is not an issue and will not be discussed
further. :

3/ 19 U.S.C. 1677(4)(A).
4/ 19 U.S.C. 1677(10).
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ring. 5/ It is primarily used in its powdered form as a raw material for the
production of the chlorinated derivatives. It is also used in a granular form
in swimming pools as a stabilizer, prolonging the usefulness of chlorine in
the water. 6/

Chlorinated derivatives of cyanuric acid are produced by neutralizing
refined cyanuric acid with caustic soda. 7/ The process forms a salt that is
subsequently chlorinated. §/ These chlorinated derivatives are used primarily
as swimming pool disinfectants. Tﬁey also have some miscellaneous uses, such
as in dry chlorine bleaches, dishwashing compounds and detergent sanitizers. 2/

The domestic products are produced in the same way as the imported
articles and have the same characteristics and uses. For the purposes of this
preliminary investigation, our like product analysis thus focuses on three
issues: (1) whether powdered cy#nuric acid and granular cyanuric acid are
distinct like products; (2) whether cyanuric acid and its chlorinated
derivatives are distinct like products; and (3) whether the several
chlorinated derivatives of cyanuric acid are distinct like products.

For purposes of this preliminary investigation, we find that cyanuric
acid, whether powdered or granular, is a single like product. The chemical
formula of cyanuric acid is the same regardless of form. Furthermore,

although the two forms are not readily substitutable in their uses, it is

5/ Report at A-2.

6/ Id. at A-3. o

zy There are four chlorinated derivatives of cyanuric acid: sodium dichli;ol,
isocyanurate dihydrate, sodium dichloro isocyanurate, potassium dichloro
isocyanurate, and trichloro isocyanuric acid. Each of the first three '
contains approximately 60 percent available chlorine. These three chemicalém“
as a sroup are referred to as dichlcro isocyanurates. Dichloro isocyanurates
are used in granular form. Trichloro isocyanuric acid contains approximately
90 percent available chlorine and is available in both granular and tablet
form. Report at A-3.

8/ Report at A-3.

2/ }_d_o at A"3o
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possible to convert cyanuric acid from one form to the other. 10/

We further find for purposes of this preliminary investigation that
cyanuric acid and its chlorinated derivatives are distinct like products.
Unlike the derivatives, cyanuric acid contains no chlorine. Cyanuric acid is
used g& a raw material in the production of the chlorinated derivatives and as
a cpldgine stabilizer, ;i/ The characteristics and uses of cyanuric acid thus
diffe; from fhe characteristics and uses of the chlorinated derivatives.

Finally, for purposes of this‘preliminary investigation, we find that
the chlorinated derivatives of cyanuric acid constitute a single like
product. The primafy use of each of these derivatives is to release chlorine
into water. The method of application can differ according to the form of the
producf (granular or tablet). 12/ However, the different forms can be
substituted with ease. In addition, the chlorinated derivatives are divided
into two categories based on their chlorine content, but this difference does
not significantly affect the end use. lé]

For these reasons, we conclude in this preliminary investigation that

there are two like products, cyanuric acid (including both granular and

lO/ This analysis is consistent with past Commission practice. See
Prec1p1tated Barium Carbonate from the Federal Republic of Germany, 7, inv. No.
731-TA-31 (Final), USITC Pub. No. 1154 (1981).

;;/ Commissioner Haggart notes that her analysis in this case is
distinguished from her analysis in Forged Undercarriage Components from Italy,
Inv. No. 701-TA-201, USITC Pub. No. 1394 (1983). 1In Undercarriages, an issue
was raised as to whether the petitioners, who produced semifinished forged
undercarriage components, should be considered producers of articles "like"
the imported finished components where there were no separate and distinct
uses for the semifinished components. There is no such question in the
instant investigation, since there are domestic producers of products which
are clearly "like" each of the imported articles and these articles do have
separate and distinct uses.

12/ Report at A-3.

13/ Id.
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powdered) and the chlorinated derivatives of cyanuric acid. 14/ Thus, there
are two domestic industries consisting of the producers of each of these like

products. 15/ 16/

Condition of the domestic industries

Review of the relevant data il/ indicates that the domestic industries

have experienced difficulties throughout the period under investigation. 18/

Cyanuric acid

Apparent domestic consumption of cyanuric acid increased in 1981 over
its 1980 level, but decreased between 1981 and 1982, and decreased again in
January-May 1983 compared with the same period in 1982. lgf Domestic
production and shipments followed the same general trend. Production
increased in 1981, but declined between 1981 and 1982, and dropped in

January-May 1983, compared with the corresponding 1982 period. 20/

iﬁ/ This definition is based on the record in this preliminary
investigation. Should this case return for a final determination we do not
preclude a different "like product” definitiom. - )

15/ The domestic producers of cyanuric acid are FMC Corporation (FMC) and

Monsanto Industrial Chemicals Corporation (Monsanto). The domestic producers
of chlorinated derivatives of cyanuric acid are FMC, Monsanto, and 0lin
Corporation. Report at A-4-5.

16/ Our conclusions regarding the "like products” are baged op the statytory
criteria concerning such definitions. Nonetheless, the industries engaged in

the production of cyanuric acid and its chlorinated derivatives are highly
interdependent. In many cases, these products are produced on the same
equipment. In addition, a substantial portion of cyanuric acid is used
captively in the production of the chlorinated derivatives. The
interdependence of these industries is relevant to the analyses of the
condition of the domestic industries and of causation. j !

ll/ Due to the small number of firms comprising the domestic industryihea&ly
all the statistical information obtained by the Commission is regarded as
confidential business information. For this reason, the information is . |
discussed only in general terms. m

lg/ Because demand for these products varies by season, data for partial
year periods can be compared with annual data only with extreme care.

19/ Report at A-8.

Z‘Q'/ _I._d_o at A"140
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Shipments of domestically produced cyanuric acid for external sale 21/
remained stable during 1980-81, dropped significantly in 1982 and fell
dramatically during January-May 1983, comparéd ﬁith the corresponding period
in 19§2. Eg/ Total capacity to produce cyénuric acid fell in 1981 due to
ceésition of production by 0lin, and has remained constant since that
tihe;%gg/ Capacity utilization increased in 1981 from its 1980 level, but
fell in 1982 and declined again in Januafy—May 1983 compared with the
corresponding period in 1982. Employment of production and related workers,

hours worked, and compensation paid followed the same pattern as production
and shipments. 24/

The industry's financial performance was very weak throughout the
period. gé/ Net sales decreased in each year 1980-1982, and decreased in
January-May 1983 compared with the corresponding period in 1982, Profit an&
loss data reflect losses for each of the three years covered, and in the first

part of 1983. 26/

21/ Total production of cyanuric acid is substantially higher than
production of cyanuric acid for external sale, i.e., sales in the commercial
market, because cyanuric acid is generally used as a raw material in the
captive production of chlorinated derivatives. A small percentage of total
production of cyanuric acid is produced for external sale, either as a final
product or as a raw material for the production of chlorinated derivatives by
other domestic producers. Report at A-13.

22/ Report at A-16.

23/ 0lin's shut-down of its cyanuriec acid facilities accounted for the total
decrease in industry capacity. The trends in capacity utilization were not
affected significantly by this reduction in capacity. Report at A-15.

24/ Report at A-17-18.

gé/ The financial data concerns only external sales of cyanuric acid.

gg/ Report at A-19. In our analysis of the condition of the domestic
industries, we have considered the information in the record of this
preliminary investigation regarding the apparent dynamic nature of these
markets and the volatile market shares of domestic producers. Further

information on these factors will be sought in the event of a final
investigation. '



Chlorinate& derivatives

Despite improved trends in 1981 and the first five months of 1983, the
chlorinated derivatives industry has been unable to sustain its 1980 level of
performance. Domestic production increased in 1981 over its 1980 level, but
fell between 1981 and 1982+ Production figures for January-May 1983 show a
small increase over the corresponding 1982 period. 27/ Capacity increased
during 1980—1982, but fell in January-May 1983, compared to the corresponding
period in 1982. Utilization follow;d the same pattern as production,
increasing in 1981, falling in 1982, and showing a slight increase in
January-May 1983 ovér the comparable 1982 period. g§/ Levels of U.S.
producers' shiﬁments followed a trend similar to production during 1980-82.
Shipments increased in 1981 over 1980, but fell from 1981 to 1982. Shipments
in 1982 were below 1980 levels. 29/

The financial performance of the industry deteriorated significantly 30/
during the period under investigation. Net sales decreased in 1981 from 1980,
and decreased again in 1982 from the 1981 level. Although net sales increased
in January-May 1983 over the corresponding 1982 period, profitability-did not
similarly increase. Operatiﬁg income declined and a substantial operating
loss was incurred in 1982. Operating income for January-May 1983 also

declined compared to the corresponding period in 1982. 31/

27/ ld.at A-l4.

:Z:/ Eo at A-15.

29/ 1d. at A-16. Data on shipments for January - May 1982 are not availgbﬁe.
30/ Report at A-20. R
31/ 1d.

=
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Net income followed the same trend as operating income, however, there
was a dramatic drop in net profits in 1981 from 1980, and a significant net
loss incurred in 1981. For January-May 1983, compared to the corresponding

period 1982, net income also decreased. 32/

h

Reasonable indication of material injury by reason of alleged LTFV imports

3
Iﬂ a preliminary investigation, the statute requires that a reasonable

indication of material injury by reason of LTFV imports be found to exist. §§/
In reaching its determination, the Commission is directed by Section 771(7) of
the Tariff Act of 1930 to consider, among other factors: (1) the volume of
imports of the merchandise under investigation; (2) their impact on domestic
prices; and (3) the impact of such imports on the domestic indusfry. 34/
Several factors, in addition to imports, may have caused the economic
problems of the domestic industry. 35/ Nevertheless, the Commission does not
weigh causes, but rather looks to see whether the imports are a cause of

injury. 36/

Cyanuric acid

Imports of cyanuric acid from Japan were at significant levels
throughout the period of investigation. Although these imports declined from
1981 to 1982 and from January-May 1982 to the comparable period in 1983, the

decline in import volumes coincided with the declines in consumption

32/ Report A-20. See note 26, supra.

33/ See H.R. Reps No. 93-317, 96th Cong., lst sess. 52 (1979), S.Rep. No.
96¢-249, 96th Cong., lst sess., 49 (1979).

34/ 19 U.SeCe § 1677(7). '

éé/ These factors include quality problems experienced by one domestic
producer and reduced demand resulting from poor weather during 1982. Report
at A-5, A-7.

36/ See HeRep. 96th Cong. lst Sess. at p. 47.
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experien;ed during this period. 37/ Imports as a share of apparent U.S.
consumption decreased from 1981 to 1982 and declined further from the périod
January-May 1982 to January-May 1983. 38/ o

Pricing information was received for cyanuric acid in both powdered and
granular form. In addition, the unit values of imports by 0lin, the
- predominant importer of cyanuric acid, were compared to the prices paid by
0lin for the domestic product. For granuiar gyanuric acid the imported
product undersold the domestic ﬁroduct in most of the periods for which data
are available. 22/ Pricing information for powdered cyanuric acid represents
only a small portion of the imports of this product. For the buik of the
imports of powdered cyanuric acid, actual net selling prices are not
available; however, the best information available for this portion of the
imports is their unit values. This information indicates some undersellinglin
the U.S. market by the imports. 40/

Several instances of lost sales were identified in which price was a
factor in the purchasing decision. These lost sgles involved substantial
volumes and occurred throughout the period of investigation, péfticularly in

1982 and January-May, 1983. 41/ There are also indications of revenue losses

suffered by domestic producers as a result of the imports. 42/

Chlorinated Derivatives

Imports of chlorinated derivatives from Japan were at substantial levels

| Lo
§Z/ Report at A-24. Cyanuric acid import data for 1980 are not availé%ieﬂ

thereby making it difficult for purposes of this preliminary investigation to
analyze import trends over a full three year period. We anticipate thigydata

will be available, should this investigation return for a final determinfation.
38/ Report at A-24.
39/ 1d. at A-28.
‘1_5_0_/ ;_g_.o at A"280
41/ Ido at A“32-37-
E/ Eo at A"37o

10
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throughout the period of investigation. These imports declined from 1981 to
1982, but increased in January-May 1983 over the comparabie period of
1982. 43/ Imports from Japan as a share of apparent consumption declined from
1981 ﬁf 1982 and seem to have remained re}atively stable during January-May
1983. 44/ |

? v&ricing information revealed instances of underselling by the imported
product, although margins of overselling were also recorded. Changes in price
of the imported and domestic products usually occurred simultaneously or in
very close succession. 45/

Several lost sales were identified in which price was a factor in the
purchasing decision. These lost sales involved substantial volumes and
occurred throughout the period of investigation, particularly in 1982 and
January-May, 1983. ﬁg/ Indications of revenue losses suffered by domestic

producers as a result of the imports are also present. ﬁl/

CONCLUSION
We find that the substantial volume of imports from Japag, price
competition, evidence of underselling by these imports, and the existence of
lost sales provide a reasonable indication of material injury to the domestic
industries by reason of alleged LTFV'imports of cyanuric acid and chlorinated

derivatives of cyanuric acid from Japan.

43/ Report at A-9.

EE/ Report at p. A-25. Import data for 1980 are not available for purposes
of this preliminary investigation. Because data on domestic shipments are
also not currently available for January-May 1982, imports as a share of
apparent consumption cannot be calculated for this period.

45/ Report at A-29-30.

%6/ Report at A-32-37.

47/ Report at A-37-38.
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VIEWS OF COMMISSIONER STERN

In this preliminary investigation, I determine that there is no
xeﬂ%onable indication that an industry in the United States is materially
jnigred by reason of imports of cyanuric acid, dichloro isoéyanurates, and
Lr{ihloro isocyanuric acid from Japan, which are allegedly sold at less than
fair value (LTFV). 1/ Unlike my édlleagues, I have found that‘it is moét
appropriate at this preliminary stage to make three separate findings.
Hoﬁevet, had the like product question been resolved otherwise, my
determinations would not have been different. My conclusions rest primarily
on the failure to establish any reasonable indication of a 1ink'b¢tween ;he
alleged LTFV imports and any injury to the U.S. industries. Ihé causation
analysis is not simple; but the best available information at this preliminary

stage links any material injury to domestic market factors unrelated to the

subject imports.

The domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"”
as the "domestic producers as a whole of a like product, or those prodicers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product™. 2/ Section 771(10) defines
"like product"™ as "a product which is like, or in the absence of like, most

similar in characteristics and uses with" the article under investigation. §]

1/ Since there is a domestic industry, material retardation of the
establishment of an industry is not an issue and will not be discussed.

2/ 19 U.8.C. 1677(4)(A).

3/ 19 U.8.C. 1677(10).
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There are three imported products or product groups which are the subject
of this investigation: cyanuric acid, dichloro isocyanurateé. and trichloro
isocyanuric acid. Each of the three ptodﬁcts is clearly distinguishable from
each of the other two products, although cyanuric acid is the basic feedstock
used to produce the other two products. The molecular formulas of the
products are different. The chlorine content of each of the three products is
significently different (cyanuric acid does not contain chlorine, while
dichlorb isocyanurates contain approximately 60 percent available chlorine and
trichloro isocyanuric acid contains approximately 90 percent available
chlorine). 4/

Moreover, the uses of thé products tend to be different: cyanuric acid
is used as a raw material for the production of dichloro isocyanurates and
trichloro isocyanuric acid, as a chlorine stabilizer in swimming\pools. and
also in the production of chlorinated bleaches, herbicides, and whitening
agents; dichloro isocyanurates are used as swimming pool disinfectants, and
also in dry cﬁlorine bleaches, dishwashing compounds, scourigg powders,
detergent-sanitizers, algicides, deodorants, and water and sewage treatment.
Although dichloro isocyanurates and trichloro isocyanuric acid have generally
similar uses, trichloro isocyanuric acid is considerably stronger (owing to
its high chlorine content), and is used in commercial laundry bleaches and as
a stronger swimming pool disinfectant; it also has a lower solubility in water
than dichloro isocyanurates. Trichloro isocyanuric acid is also usedhindpool
care systems where the water is chlorinated by flowing'around solid t?icﬂloro

. il
isocyanuric acid; dichloro isocyanurates cannot be used in the same wwy.

4/ Report at A-3.

14



15

Accordingly, based on the best information now available.vthere are three
distinct products or product groups:\ cyanuric acid, dichloro isocyanurates,
and trichloro isocyanuric acid.

% The characteristics and uses of cyanuric acid, dichloro isocyanurates,
ian& trichloro isocyanuric acid imported from Japan do not differ from those of
‘tﬁé respective products produced in the United States. Accordingly, for the
purposes of this preliminary investigation, I determine that there are three
separate products "like" the imported products: cyanuric acid, dichloro
isocyanurates, and trichloro isocyanuric acid. 5/

There are two companies in the United States which currently produce
cyanuric acid, Monsanto Industrical Chemicals Co. and FMC Corp. 6/ These two
companies also are producers of dichloro isocyanurates. There are three
current producers of trichloro isocyanuric acid--Monsanto, FMC, and Olin
Corp. The domestic industries, therefore, consist of the faciliéies of these
three producers which are devoted to the production of each of the subject
prdducts. Each of these three companies has imported or pur?hased imports of
one or more of the subject products during the period under investigationm.

Olin is a significant importer of cyanuric acid which it uses as a feedstock

in the production of the other products. 7/

Condition of the domestic industries 8/

Cysnuric acid.--Production, cepacity utilization, and apparent

consumption rose in 1981, but declined in 1982 and also in January-May 1983 as

5/ Should this investigation procede to the final stage, I do not preclude
the possibility of a different like product flndlng based on an expanded
record.

6/ Report at p. A-4.

7/ Report at p. A-6.

8/ The record contains substantial amounts of business confidential .
information. 1In order to protect the confidentiality of this information,
data must necessarily be referred to only in general terms. ' 15
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compared with January-May 1982, Capacity declined in 1981 and has remained
constant since that time. Employment has fallen steadily from 1980 through
May of 1983. The industry's financial performance, characterized by the ratio
of operating income (or loss) to net sales, improved markedly in 1981 and then
declined in 1982. 9/

Dichloro isocganurafes.—-Production, industry capacity, and capacity
utilization rose in 1981 and werelunchanged in 1982. Production and industry
capacity then declined in January-May 1983 as compared with the corresponding
pefiod of 1982; however, capacity utilization increased. Apparent consumption
and domestic shipments rose in 1981 and declined in 1982. The average number
of employees producing dichloro isocyanurates rdse in 19éiuand feli in 1982 to
the 1980 level. The industry's financial performance, characterized by the
ratio of operating income (or loss) to net sales, improved in 1981 and
declined in 1982.

Trichloro isocyanuric acid.--Production, capacity, and capacity
utilization rose in 1981. Production dropped sharply in 1982, as did capacity
utilization. However, in January-May 1983 as compared with January-May 1982,
production, capacity, and capacity utilization all increased markedly.
Apparent consumption and shipments increased in 1981, declined in 1982, and
experienced a strong increase in the first five months of 1983. The
industry's employment increased in 1981, declined in 1982, but rebounded in
January-May 1983 to virtually the identical level of 1981. Financial Ef |
performance, chiracterized by the ratio of operating income (or loss) t; ;et

sales, improved in 1981 and then worsened in 1982. ' w

9/ The related party provision of the Trade Agreements Act of 1979, sec.
771(4)(B), was not applied in this case. All three domestic producers have
imported to some extent. Olin, the only significant importer among the
" domestic producers, did not supply usable financial data. Therefore, the
financial data relied on by the Commission necessarily exclude the major
producer-importer. Had any other producers been excluded, the remaining data
would not have been representative of an industry in the United States. i6
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Accordingly, a number of key indicators show that the domestic industries
have experienced difficulties. However, as discussed below, there is no
indication that these difficulties were generated by imports from Japan,
rat?e*ﬁthan poor weather conditions, the economic recession, and intense
domestic competition resulting from FMC's and Olin's marketing strategies.
Caugaéion.

The data and information presented below indicate that the domestic
industries' difficulties are not caused by the imports of the subject products
frém Japan.

Cyanuric acid.--Imports of cyanuric acid from Japan decreased
considerably in 1982 and in January-May 1983 compared to the corresponding
period of 1982, The ratio of total imports of cyanuric acid from Japan to
apparent consumption declined from 18.4 percent during January-May 1982 to
17.1 percent during January-May 1983. With regard to imports of cyanuric acid
for external sale, imports from Japan declined both absolutely and as a
percent of apparent consumption in 1982, but increased considerably in
January-May 1983 compared with the corresponding period of 1982. Price data
indicate that imports from Japan of cyanuric acid in powdered form, which
account for most of the imports of cyanuric acid from Japan, are being sold at
a higher price than cyanuric acid in powdered form which is available
domestically. The industry's financial performance worsened in 1982 despite a
decrease in imports. The principal importer of cyanuric acid from Japan is
Olin Corp. Olfn finds it necessary to import cyanuric acid from Japan, not
because of any lower price, but because 0lin has not been able to obtain
enough domestically-produced cyanuric acid to meet its needs and because of
normal commercial skepticism about the wisdom of relying on its major U.S.
competitors for a crucial feedstock. No link is evident between imports from

17
Japan of cyanuric acid and any injury experienced by the domestic industry.



18

Dichloro isocyanurates.-—-Imports of dichloro isocyanurates from
Japan declined in 1982, and the ratio of such imports to ipparent consumption
declined from 12.9 perceﬁt in 1981 to 11.8 percent in 1982. Imports from
Japan increased in January-May 1983 compared with the corresponding period of
1982, but the changes in apparent consumption and import penetration between
'these periods are not known. Price data indicate that although underselling
may have occurred in 1981, overselling occurred in four of the six quarters
since 1981.

Irichloro isocyanuric acid.--Imports from Japan of trichloro
isocyanuric acid declined considerably in 1982 compared to thé 1981 volume but
increased in January-May 1983 éompared to the corresponding period of 1982.
The ratio of imports from Japan to apparent consumption increased from 23.8
percent in 1980 to 26.5 percent in 1981, but then declined to 23.8 percené in
1982. This ratio also declined from 22.2 percent in January—nay\1982 to 19.7
percent in January-May 1983. Accordingly, imports of trichloro isocyanuric
acid from Japan are declining absolutely and as a percentage of appareat
consumption. Moreover, an examination of the price data pre;ented in the
report indicates that thgre was no clear underselling of the Japanese products
during most of the period under investigation. As in the case of the dichloro
isocyanurates, there does not appear to be any link between the subject
imports and any injury experienced by the domestic industry.

Overview.—-The lack of underselling and the apparent lack ofiﬁhy
relation between the industry's performance and imports from Japan suggest
that those imports are not causing material injury. Furthermore, thesemafe

domestic market factors which seem to explain the difficulties in all three

products.

18
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One factor is that the market for the subject products is extremely
competitive, in large part owing to the fact that EHC and Olih, with their own
repackaging operations, are able to sell #t relatively low prices directly to
d&sﬁtibutors and to pool stores. Monsanto must rely on an extra lﬁyer of
ﬁid%}emen for its repackaging. 10/ Accordingly, repackagers and tableters,
wﬁi?% compete against FMC and Olin in the distributor and pool store market,
have put considerable pressure on their suppliers (i.e., Monsanto, as well as
the importers of Japanese products) to lower their prices in order that they
(the repackagers and tableters) can compete downstream against FMC and Olin.
The importers of the Japanese products are affected by this price squeeze as
much as Monsanto is affected. The competition from FHCiand 0lin, not the
Japanese producers, appears to be the cause of any price suppression or
depression in these industries.

Quality and availability considerations are of major importance to
purchasers of the subject products, in many instances eclipsing price as a
factor. Monsanto had quality problems with its trichloro isgcyanuric acid in
1981, causing a number of purchasers to substitute the Japanese product for
that of Monsanto to some extent; a number of these purchasers have found
Japanese products to be of high quality and apparently intend to bhy a given
percentage of their needs from Japanese product suppliers in order to have a
reliable second source.

Poor climate was the major factor in the difficulties experienced by the
domestic industry in 1982. The climate resulted in what is termed by the
indﬁstry as a "bad pool year." Apparent consumption decreased significantly
during the year, owing mainly to‘the poor climate and to a lesser extent to

the effects of the economic recession.

10/ Report at A-7. . ¢
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FMC, which accounts for a significant portion of the domestic industry
for the subject products, has chosen not to support the petition in this
investigation. FMC's reluctance to support the petition, which was presumably
filed by Monsanto for the entire domestic industry, is an indication that FMC
may not regard Japanese products as the source of its general lack of
profitability. Indeed in its latest Annual Report, FMC gave the following
explanation for its financial performance:

Specialty chemicals sales and earnings decreased with reduced
demand in all product markets. Poor weather on the West Coast and
in the Sun Belt, along with the weak economy, caused demand for
“Sun"” brand pool chemicals to fall and pricing pressure to
increase. Sales and earnings were also weak in chlorinated dry
bleaches, plasticizer and fluid additive products after a strong
performance in 1981. 11/

No mention was made of the Japanese competitionm.

It is clear that any injury to the domestic industry has been caused by
decreasing consumption owing to poor climate, quality problems experienced by
a major domestic producer, and by a highly competitive market owing to the
ability of FMC and 0lin to sell at relatively low prices directly to
distributors, thus putting pricing pressures on repackagers and tableters and
ultimately on both Monsanto and Japanese suppliers. The Japanese suppliers
have been subject to the same negative factors that Monsanto, and indeed the

entire industry, has experienced. In any case, domestic factors, not

allegedly unfair imports, appear to explain the industries' performance.

11/ See FMC Corp., 1982 Annual Report, page 5.
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No threat of materisl injury

With regard to threat of material injury, there is no conclusive evidence
that Japanese producers intend to export the subject products to the United
Statestﬁt rates that exceed the projected growth rates in the U.S. market of
these pfoducts. Moreover, inventories held by importers were even lower in
all thﬁe product categories at the end of May 1983 than at the end of May
1982. Also, imports from Japan in each of the three product categories
decreased in 1982. Although imports from Japan have increased in January-May
1983 compared to the corresponding period of 1982, these imports, except in
the case of dichloro isocyanurates, have not increased to the extent that U.S.
consumption has increased. The ratios of imports from Japan to apparent U.S.
consumption decreased significantly for both trichloro isocyanuric acid and
for total cyanuric acid.

Accordingly, I determine that there is no reasonble indication that an
industry in the United states is materially injured, or threatened in a real
and imminent manner with material injury, by reason of imports from Japan of

cyanuric acid, dichloro isocyanurates, and trichloro isocyanuric acid which

are alleged to be sold in the United States at LTFV.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On June 3, 1983, a petition was filed with the U.S. International Trade
Commigsion and the U.S. Department of Commerce by counsel on behalf of the
Monsafto Industrial Chemicals Co., St. Louis, Mo. The petition alleges that
cyanuric acid and its chlorinated derivatives are being, or are likely to be,
sold n the United States at less than fair value (LTFV), and that by reason
of such sales an industry in the United States producing and selling the like
products is being materially injured, or is threatened with material injury.
Accordingly, effective June 3, 1983, the Commission instituted investigation
No. 731~TA-136 (Preliminary) under section 733(a) of the Tariff Act of 1930 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 of cyanuric acid and its chlorinated derivatives,
provided for in item 425.10 of the Tariff Schedules of the United States
(TSUS). The statute directs that the Commission make its determination within
45 days after its receipt of a petition, or in this case, by July 18, 1983.

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on June 15, 1983 (48 F.R. 27453). l/ The public conference was held
in Washington, D.C., on June 28, 1983, at which time all interested parties
were afforded the opportunity to present information for consideration by the
Commission. 2/ The Commission voted on the investigation on July 13, 1983.

Nature and Extent of Alleged Sales at LTFV

According to the petition, cyanuric acid and its chlorinated derivatives
from Japan are being sold in the United States at LTFV. In order to calculate
the dumping margins, the petitioner made comparsions for 1982 between (1) the
Japanese home-market prices and the "export to the U.S. selling prices in
first transaction sales,” and also between (2) Japanese home-market prices and
the "equivalent f.a.s. origin price"” for products destined for the United
States. The resulting margins, as alleged by the petitioner, é/ range from
21.1 to 45.3 percent for the dichloro isocyanurates, from 16.2 percent to 61.7
percent for trichloro isocyanuric acid (method 1), 4/ and from 18.3 to 67.9

1/ A copy of the Commission's notice is presented in app. A. A 'copy of the
U.S. Department of Commerce's notice is presented in app. B.

2/ A list of witnesses appearing at the conference is presented in app. C.

37 The petitioner calculated the margins by subtracting the respective U.S.
price from the Japanese home-market price and by dividing the result by the
U.S. price (i.e., not by the Japanese home-market price). If the result were
divided by the Japanese home-market price, the margins would<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>