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UNITED STATES INTERNATIONAL TRADE CCMMISSION
Washington, DC

Investigations Nos. 731-TA-338 through 340 (Final)

UREA FROM THE GERMAN DEMOCRATIC REPUBLIC, ROMANIA, AND
THE UNION OF SOVIET SOCIALIST REPUBLICS

Determinations

On the basis of the record 1/ developed in the subject investigations, the
Commission determines, 2/ pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an industry in the United States is materially
injured by reason of imports from the German Democratic Republic, Romania, and
the Union of Soviet Socialist Republics of solid urea, provided for in item
480.30 of the Tariff Schedules of the United States, that have been found by
the Department of Commerce to be sold in the United States at less than fair

value (ILTFV).

Background

The Commission instituted these investigations effective Jamuary 2, 1987,
following preliminary determinations by the Department of Commerce that imports
of urea from the German Democratic Republic, Rcmania, and the Union of Soviet
Socialist Republics were being sold at LIFV within the meaning of section 731
of the Act (19 U.S.C. § 1673). Notice of the institution of the Camission's
investigations and of a public hearing 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, DC, and by publishing the notice in

the Federal Register of Jarmary 23, 1987 (52 F.R. 2623). On February 20, 1987,

1/ The record is defined in sec. 207.2(i) of the Coumu.ss:.on s Rules of Practice
and Procedure (19 CFR § 207.2(i)).

2/ Vice Chairman Brunsdale and Cammissioner ILodwick did not participate in
these determinations.



Commerce published a notice in the Federal Register (52 F.R. 5322) postponing
its final determinations. Accordingly, the Commission published a notice in
the Federal Register of March 11, 1987 (52 F.R. 7497) revising its schedule for
the conduct of the investigations. The hearing was held in Washington, DC, on
May 28, 1987, and all persons who requested the opportunity were permitted to
appear invperson or by counsel.



VIEWS OF. THE 'COMMISSION .

We determine that an industry. in the United States is-materially injureq
byrreason of imports of urea from the German Démocratic Republic (GDR),
_ quaniahland tpe Union of Soviet Socialist Republics (USSR), which the
Department of Commerce has determined are being, or are likely to be, sold at
less than fair value (LTFV). 4

?hese determinations are based on the diminished performance of the
domeséiq ingusggy, the Sigﬁifiqant and increasing market penetration of the

subject imports, and the adverse effect of those imports on the price of the

domestic product during the period under investigation.

Like groduct/domestié {hdustrz

As a prerequisite'£o its maéérial injﬁry analysié,_tﬁe'Commission must
first define the relevant domestic ihduétry'ﬁgainst ﬁhich‘ﬁo assess the impact
of unfairly traded imﬁorts. Thelterm "indﬁstry" is defined ih séction
771(4)(A) 6? the'Tariff Act of 1956‘35'"tﬁe abmeséic'érdduceré as a whole of a
like prdduct,'or those b}bdﬁcers whosé céllective output 6f théllike péoduct
constitutés“éimajér“proportibn df‘the iotal'éoﬁ;stié prodﬁction of thét N
proddét e e .“'l/ iﬁ tufh; flike'product"'is'defined as "avproduct which
is like, or in the absence of liké.‘mbsﬁAsimilar in:charécteristiés and uées
with, the article subject to an investigatiqn.;. ;.."Aa(.

The_artiple which‘is subject to these investigations is solid urea,
cuq:gntly prqvided for under TSUS item 480{30;_ Urea .is a high-nitrogen

content fertilizer, which is produced by reacting ammonia with carbon

kS

1677(4)(A) N

1/ 19 U.S.C. §
19 U.S.C. § 1677(10).

2/



dioxide. The general ureé'produc£ioﬁhﬁroé;§§.yields 70 to 87 percent urea in .
an aquéoué solution, which may be purifiéd and dried to solid urea or used
. directly to make urea-ammonium nitrate solutions.

Solid urea is ﬁfoddced an& sold in'éhe United States in tﬁo forms, prills
and'granules. The deject {mports of ureéjaﬁe virtually all in priiled form.
Prilled and granular urea are'chemically identical, though there ;re some
physicai differences between them, e.g.; uhit‘si;e. cfﬁshihg'strength aﬁd
abrasion resistance. Geﬁerally,’tﬁe prilled product has a lower crushing
strength and is‘smaller-in'size éhan thé g;;nular product. = éoth,‘
however, are suitable for use alone or fof Siénding with othér solid
fertilizers for field applications. Moreover, when gsed_in aqueous solutién,
the prilled and granular formsiof urea are fungibLe.‘g,

In the p;eliminary investigations,. we ggterm}hed that there is one like
product, consisting of sgliq urea as provided for in.TSUS item 480.30 in any

‘fbpm‘ i.e., whether granu{ar or prilled,‘andbthat the domestic industry
consists of the producers_of.this‘likevprOQuct._‘There were nqﬂa;gumen;s
raised byvpafties nor is there anytbiqg in the record gf these_final
investigations which would indicate that this .definition should be changed.

We therefore adopt our earlier determination..

Condition of the domestic industiy

In examining the condition of the domestic industry, the Commigsion

I :

. * . N ,‘ - ' }A .
considers, among other factors, consumption, production, capacity, capacity

3/ Report of the Commission (Report) at A-2.
4/ Id. at A-59.



utilization, sales, employment, and profitability of the doﬁestic
industry. 2/ No singlelfactpr is»detérminative of material injury and, in
- . each investigation, the Cqmmission must take into account the partiqular‘
nature of the industry it is exémining.

Apparent consumption'of solid urea was 5.8 millfon tons in 1984 falling
about eight percent to 5.3 milLion éons in 1984, ‘and then rising ab&ut 26

percent from 1985 to 1986 to 6.7 million tons. &/

Domestic production offsolid urea fell from 5.0 milli;n toné in 1984 to
4.5 million tons in 1985, and felljagain'to 3.9 million tons in 1986. z

We have considered domestic ptoductioﬁ in conjunction with apparent
consumption. Froﬁ 1984 to 1985, apparent consumption and domestic froduction
declined moderately; however, there is a decided break in this trend from 1985
to 1986. Whereas apparent consumption'roéo about 26 percent, domestic |
production declined about 14 percent.

Capacity to produce solid urea (prills and granules) was 6.2 million tons
in 1984; capacity utiliZaiion was 80.9 percent. 1In 1985, capacity_;qmained(
unchanged, bﬁt capacity utilizétionvfellxto 72.3 percent. In 1986, capacity
declined to 6.1 million tons,‘and capacity utilization deélined further to
63.5 percent. 8/

U.S. producers' domesiic shipments exclusive of intracompany transfers

were 3.2 million tons in 1984, falling.to 3.1 million tons in 1985, and

5/ See 19 U.S.C. § 1677(7)(C)(iii).

6/ Report at A-45. '

1/ Id. at A-21 and A-45. We also note that U.S. exports of urea also
declined throughout the period of investigation, falling from 1.3 million tons
in 1984, to 1.2 million tons in 1985, and then dropping sharply to .5 million
tons in 1986. Id. at A-19, A-23, and A-45. .

8/ Id. at A-21.



increasing to 3.3 million tons in 1986.'2/' However, the unit value per ton
of U.S. producers' domestic shipments declined throughout the period going
from $147 per ton in 1984, to $137 per ton in 1985, and to $103 per ton in

1986. 10/ U.S. producers’ inventories increased by 28 percent from 593,000

tons in"1984 to 760,000 tons in 1985, and.then declined by 18 percent to

11/

624,000 tons in 1986. 11 t
The number of employees producing urea increased from 924 employees in

1984 to 931 employees:-in 1985.  However, the number of hours worked by these
employees decreased by 2 percent. From 1985 to 1986, the number of employees

producing urea declined about .8 percent to 855, and the number of hours they
12/

worked declined over -nine percent.
The Commission gathered financial data on uresaoperations from 14
domestic .producers:which represent about 91 peréent of éolid urea
production. 13/ Aggregate net sales decreased from $686.6 million in 1984
4o $585.4 million in 1985. 1In‘1986, net sales deécreased 24.0 percent from

1985 to $444.8 million. 14/ Operating income was $123.5 million in 1984, "

15/

$68.1 million in 1985, and $6.3 million in 1986. - Operating income, as a

percent .of sales, was 18.0 percent in 1984, 11.6 percent in 1985, and 1.4

16/ ‘
percent in 1986. —  Five firms reported net losses in 1984, seven firms

. 7/
reported  losses in 1985, and ten firms repotrted losses in 1986. 17

. at A-22.

9/ 1d

1o/ 1d.

11/ Id. at A-23-24.

12/ 1d. at A-26-27.

13/ Id. at A-27. :

14/ . 1d. at A-29-32. S s

15/ .I4. . SR ' Coe T

16/ 1d. C . S . :
17/ Id. The Commission also collected data on interim periods ending

December-gl, 1985 and December 31, 1986. Although most of the interim data
are ccenfidential, the financial condition of the domestic industry
deteriorated from interim 1985 through interim 1986. Id. at A-30, Table 10.



In light of the information_gatheced.by the Commission, we determine that

the domestic industry producing the like product ‘is suffering material injury.

Cumulation

Under the Trade and Tariff Act of 1984, the Commission."shall'
cunulatively assess.tne volume and'effecteoffimports:fromltﬁvoc more
countries of like products subject‘tO'investigation if such inports compete
with each other and with l1ke products of the domestic 1ndustry in the United
States market." 18/ Thus, thevlmports must: (1) compete w1th both the other
imports_and the donestic like pfoduct; (25 be marketed within a reasonably
coincidental period° 19/ d (3) be subject to investlgatlon. 20/ 21/
In these f1nal 1nvestlgatlons. as we did in the pre11minary

investigations, we cumulate imports fton-all thfee countries subject to

investigation. _First, we determine that domest;c-urea and imports from the

18/ 19 U.S.C. § 1677(7)(C)(iv). ,

19/ See H.R. Rep. No. 1156, 98th Cong., 2nd Sess. 173 (1984) (this
requirement is expressed in the Conference agreement on the House and Senate
version of the bill).

20/  Among the factors which the Commission has considered to reach a
determlnation on cumulation are:

-The degree of fungibility between imports from different
countries and between imports and the domestic like product,
including consideration of specific customer requirements and
other quality related questions; '
-The presence of sales or offers to sell in the same
geographical markets of imports from different countries and
the domestic like product;
-The existence of common or similar channels of distribution
for imports from different countries and the‘domestic like
. product; .
-Whether the 1mports are simultaneously present in the market.

The;commissionthas often noted that no single factor is-determinetive.
21/ H.R Rep. No. 725, 98th Cong., 2nd Sess. 37 (1984).



- substantially fungible, 22/ and are directed to the same customers. ;—

three countries subject to investigation ‘compete with eech other;"In making
this determination, we find that the domestic and foreign ptoducts are
3/
Second, we_determine that.imports from“the three countries were merketed
within a reasonably‘coincident period. The‘record shows that domestic
shipments and importe were simultaneously present in the market during the
period under lnrestigation Further, the record indicates the presence'ofb
numerons.seles of the 1mported urea from the GDR Romanla and the USSR
1nd1cet1ng that the 1mports are belng sold concurrently 1n the market
place. gﬂ/~
Finally, imports from'the three countriee are subject to'cnrrent

antidumping investigations.

Material injury by reason of imports sold at LTFV from the.GLR, Romania, and
the USSR 25/ :

In determining whether the domestic indpstr§ is'materially.injured by
reason of" LTFV imports from GDR, Romania, 'and the USSR, the Commission
considers, among other'factors; the volume of lmpcrts;zthe effect cf impqrts
on prices in the United States for the like product, and the impact of such
o » . 26/ '
imports on the relevant domestic 1ndustry. -

For the followxng reasons. we conclude that the domestic industry is

being materially injured by redson of 1mports ‘sold at LTFV from the GDR,

22/ - Report at A-47. We note that domestic and imported urea are
frequently comningled in wholesalers' warehouscs Id.

23/ Id. at A-16-18.

24/ Report at A-52-69. .

25/ Chairman Liebeler does ‘not 301n this gsection of the opinlon For her
additional views on causation, see Additional Views of Chairman Liebeler,
infra.

26/ 19 U.S.C. § 1677(7)(B).




Romania, and the USSR.
The ;ombined volume of imports of solid urea from the GDR, Romania, and

_the U.S.S.R. iﬁcreased over the period of iqvgstigation. -While during the
period 1984 to 1985 ggéfegate imports from these three countries decreased -
fvrom 720 thousand tons to_647 thousand ton#, they increased sharply from 1985
to 1986 to 1.2 million ton#._gl/ The cumuiated market penetration of the
imports under investigation was 12.4 percent in 1984, and'declined slightly to
12.2 percent in 1985, and then incpeased-to 17.8 percent in 1986. gg/‘

The decline in the condition of the domestic indu#try parallels the rise
in.imports, especially in'1985—8§,_when the condition of the domestic industry
declined markedly in the face of sharply increasing LIFV import penetratioﬁ.
This, as well as other factots discuéséd. indicates.that imports were a cause
of the decline.

A salient feature of the decline of the condition of the domestic.
indﬁstry is the decline in profitability, again a decline which was
particularly marked in 1985-1986. This is manifest from the fact that net
sales iﬁ doiiars declined much more than the cost of goods sold, rosulting in
a marked decline in gross profit and operating incsme. This in turn is
traceable to the decline in prices, as réflectgd in the decline in unit
values, again a decline which was most mgrked in 1985-86. During this latter
period.-monthly net f.o.b. prices of domestic prilled urea fell by 41-56
percent, depending on the mode of transportation. Prices of granular urea
fell similarly. This price decline coincides with significant underselling by

cay

<9/ )
the LTFV imports. —  For example, during the period from January 1986 to

N
~

Report at A-39.
Id. at A-45.
Id. at A-60-62.

N[N
O |00
NN N
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December 1986, the net delivered price of the imported prilled urea was
frequently less than that of the domestic prilled product and often by
substantial margins. 39/ There was at least some underselling in every
geographic market and frequent underselling in the principal urea market, the
Gulf, where most of ‘the imports'arrive and where transportation cost
differentials do not aécqunt'for such underselling. Since urea is a commodity
for which the most important purchase factor is price, such underselling would
also be expected to result in lost sales. There is evidence in thése
investigations that such lost sales have occurred. L/ Virtually all-of the
imported product is prilled urea, while about half the domestié product
consists of granular uréa and the other half prilled urea. Granular urea is
reported to command a somewhat higher delivered price than prilled urea.
However, as the comparison between domestic and importe& prilled urea shows,
there are disparities which cannot be accounted for by the price of granular
urea. As discussed, the price of granular urea fell by about as much as the
price of'érilled urea. As to quality differences between domestic and
imported prilled urea, the information is mixed and does not account for éll
of the price difference between the domestic and imported urea. 32/
Respondents argue that declines in acreage planted and crop prices have
decreased demand for and hence prices for urea, While it is true that demand

for all nitrogenous fertilizer fell in 1986, consumption of urea rose as the

. 33/ . .
price for urea fell. = Rising urea consumption accompanied by falling

w

o/

at A-58-62.
31 . at 62-68.

32/ Id. at A-63-71.

33/ The price of urea fell relative to prices of other major nitrogenous

fertilizers, suggesting that some substitution from these other fertilizers to
urea probably occurred in 1986.

w
~
el b
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urea prices indicates that the supply of urea increased. Based on
questionnaire data, a significant portion of this increase would have to be

attributed to the subject imports. . The frequeﬁt and substantial underselling
by LTFV imports, taken with the correspondence'bf the marke& increase in
imports iﬁ 1985-86 and pronounced decline in the condition of the domestic
industry during that périod, indicate .that the LTFV imports are a cauée-of-the

material injury we have found to exist.
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ADDITIONAL VIEWS OF CHAIRMAN LIEBELER
Urea
from The German Democratic Republic, Romania
and the Union of Soviet Socialist Republics
Invs. No. 731-TA-338-340 (Final) '

July 1, 1987

I determine that an industry in the United States is
materially injured by reason of imports of urea from the
German Democratic,Republic (GDR) , Romania, and the Union

of Soviet Socialist Republics (USSR) which is allegedly

Y

being sold at less than fair value.

I concur with the majority in ﬁheif definitioﬁs of
the like product and the domestic industry, and their
discussions of the condition of. the industry and
cumulation. Because my views on causation differ from

those of the majority, I offer these additional views.

1/ Since there is an established domestic industry
producing urea, material retardation was not an
issue in these investigations and will not be
discussed further. '
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Material Injury by Reason of Imports

In order for a domestic industry to prevail in a
final investigation, the'Commission mﬁst determine that
the dumped or subsidized imports cause or’threafen to
cause material injury to the domestic industry producing
the like product. Only if the Commission finds both
injury and causation, will it make an affirmative

determination in the investigation.

Before analyzing the data, howevef,'the first
question is whether the statute is ciear or whethér one
must resort to the legislative history in order to
interpret the relevant sections of the import relief law.
In general, the accepted rule of statutory construction is
that a‘statute, cleér and.unambiguous on its face, need
not and cann&t be interpreted'using secondary sources.

Only statutes that are of doubtful meaning are subject to

2/

such statutory interpretation.

The statutory language on causation, ”“by reason of,”

lends itself to no easy interpretation, and has been the

2/ C. Sands, Sutherland Statutory Construction §
45.02 (4th ed., 1985.).




15

subject of much debate by past and present'commissioners.
Clearly, well-informed persons may differ as to the
interpretation of the causation section of Title VII.
Therefore, the legislative historyjbecomes helpful in’'-
interpreting Title VII. |

The ambiguity arises in part because it 1s clear that
the presence in the United States of additional foreign
supply will always make the domestic industry worse off.

Any time a forelgn producer exports products to the United

States, the 1ncrease_1n supply, ceteris paribus, must
result in a'lower price of the product than would
otherwise prevail. If a downward effect'on‘price,
accompanied by a Department of ConmerCe dumping‘or subsidy .
findinqland'a'conmission finding'that financial indicators
were down were all that were required for an affirmative
determination, there would be no need to 1nqu1re further

into causation.

But the legislative history shows that the mere

" presence of LTFV imports is not sufficient to establish
causation. In the legislative historf‘to the Trade
Agreements Acts of 1979, Congress stated:

[T]lhe ITC will con51der information which
indicates that harm 1s caused by factors other
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than the less-than-fair-value impotts.
The Finance Committee emphasized the need for an‘
exhaustive causation analysis, stating, ”the commission
must satisfy itself that, in light of all the information

presented, there is a sufficient causal link between the

L74

less-than~fair-value imports and the requisite injury.”

The Senate Finance Cpmmittee acknowledged that the
causation analysis wou;d‘not>be easy: “The determination
of the ITC'with tespect to causatien, is undef current
law, and will be, -under seetien 735, complex and
difficult, and is a matter for the judgment of the
ITCidé/ Slnce the domestlc industry is no doubt worse
off by the presence of any imports (whether LTFV or fairly
traded) and Congress has dlrected that thls is not enough
upon Wthh to base an afflrmatlve determlnatlon, the

Commission must delve further to find what condition

Congress has attempted to remedy.

o _

Report on the Trade Agreements Act of 1979, S.

Rep. No. 249, 96th Cong. 1lst Sess. 75 (1979).
4/ 14 |
3/ Id.
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In the legislative history to the 1974 Act, the Senate

Finance Committeg stated:

This Act is not a ’‘protectionist’ statute
designed to bar or restrict U.S. imports; rather,.
it is a statute designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

6/
United States industry.

Thus, the focus of the analysis must be on what

constitutes unfair price discrimination and what harm

results therefrom:

[Tlhe Antidumping Act does not proscribe

transactions which involve selling an imported

product at a price which is not lower than that

needed to make the product competitive in the

U.S. market, even though the price of the

imported product is lower than its home market
1/

price.

This ”complex and difficult” judgment by the
Commission is aided greatly by the use of economic and
financial analysis. One of the most important assumptions

of traditional microeconomic theory is that firms attempt

6/ Trade Reform Act of 1974, S. Rep. 1298, 93rd
- Cong. 2d Sess. 179.

7/ Id.
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8/

‘to maximize profits. Congress was obviously familiar
with the economist’s tools: #[I]mporters as prudent
businessmen dealing fairly would be interested in.
maximizing pfofits by sellingvat'prices.as high as the

9/
U.S. market would bear.”

An assertion of unfair price discrimination shoﬁld be
accompanied by a factual reco;d that can support such a
conclusion. In accord with eéonomic theory and the
legislative history, foreign firﬁs should be presumed to
behave rationally.‘ Therefore, if the fadtual setting in
whichvthe unfair imports occur does not support any gain
to be had by unfair price discrimination, it is reasonable
to conélude that any injury or tﬁreat of injury to the

domestic industry is not ”“by reason of” such imports.

In many cases unfair price discrimination by a
competitor would be irrational. In general, it is not

rational to charge a price below that necessary to sell

8/ See, e.g., P. Samuelson & W. Nordhaus,
Economics 42-45 (12th ed. 1985); W. Nicholson,
Intermediate Microeconomics and Its Application
7 (3d ed. 1983).

9/ Trade Reform Act of 1974, S. Rep. 1298, 93rd
Cong. 24 Sess. 179.
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one’s product. In certain circpmstances, a'firm may tfy
to capture a sufficient market shéfe to be able to raise
its price in the future. To move from a position where
the firm has no market power to a positién where thé firm
has such power, the firm may lower its price below that
which is necessary to meet competi;ion. It is this'
condition which Cbnéress must haye meaﬁt when it charged
us ”to discoﬁrage'and preveﬁt foreign suppliers from using
unfair price discrimination préctices to the detriment of

10/
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

an affirmative finding under the law interpreted in light

11/

of the legislative history discussed above.

The stronger the evidence of the following . . .
the more. likely that an affirmative determlnatlon
will be made: (1) large and increasing market
share, (2) high dumping marglns, (3) homogeneous
products, (4) declining prices and (5) barriers
to entry to other foreign producers (low

10/ Trade Reform Act of 1974, S. Rep. 1298, 93rd
Cong. 2d Sess. 179.

11/ Inv. No. 731-TA-196 (Final), USITC Pub. 1680,
at 11-19 (1985) (Additional Views of Vice
Chairman Liebeler).
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, .12/
elasticity of supply of other imports).
The statute requires the Commission to examine the volume

of imports, the effect of imports on prices, and the

13/

general impact of imports on domestic producers. The
legislative history proVides some guidance for applying
these criteria. The factors incorporate both the
statutory criteria and the guidaﬁéé provided by fhe

legislative history. Each of these factors is evaluated

in turn.

Causation analysis

Examining import penetration is important because

- unfair price discrimination has as its goal, and cannot
take place in the absence of, market power. The market
penetration of cumulated imports suﬁject to investigation
decreased slightly from 12.4Ipercent in 1984 to 12.2

14/
percent in 1985, but rose to 17.8 percent in 1986.

12/ Id. at 16.
13/ 19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp.
14/ Report at A-45. The penetration figures

(Footnote continued on next page)
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Thus, imports represent a large and increasing market
share. This factor is consistent with an affirmative

determination.

The second factor is a high margin of dumping or

subsidy. The highér the margin, ceteris paribus, the more
likely it is that the product is being sold below the

15/
competitive price and the more likely it is that the

domestic producers will be adversely affected. In these
investigatidns, the Department of Commerce has found

- dumping margins ranging from 44.89 percent to 90.71

16/

percent.. These margins are moderate to large and are

consistent with an affirmative determination.

The third factor is the homogeneity of the products.

The more homogeneous the products, the greater will be the

(Footnote continued from previous page)
presented here are measured on a quantity
basis. I note that the trend in import
penetration is the same when measured on a
value basis. :

15/ See text accompanying note 8, supra.

16/ The weighted-average margins are 44.89 percent
for the GDR, 90.71 percent for the Romania and
53.23 to 66.26 percent for the USSR. Report at
B-13, B-17 and B-25.
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effect of any allegedly unfair practice on domestic
producers. Evidence presented in the staff report
indicates that purchasers find the quality of the domestic

17/
and imported products to be similar. Although there

are certain quality variations, such as the uniformity of
particle size and the proportioh of fines contained in the
ufea and consequent tendency of the product to cake‘and
fbrm lumps, for most uses the domestic and imported
product are very substitutable, and when used in aqueous
solution, the imported and domestic products are
fungiblé.lé/ I find that the domestic and impofted

products products are substitutable. This factor is

consistent with an affirmative determination._

As to the fourth factor, evidence of declining

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain
market share. Prices for the domestic product have:
declined during the period of investigation. Indexes of
the weekly weighted averége net f.o.b. prices of the

domestic prilled and granular urea sold from U.S. plants

17/ Report at A-59.

18/ Report at A-59.
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generally_fellvduring'January'1985.to December 1986, with
declines of 41 to 56 percent depénding on the mode of

. e - . 19/
transportation used. This factor is consistent with

an affirmative determination.

The fifth factor is foreign supply elasticity
(barriers to entry). If there is low foreign elasticity
of;sﬁpply'&er barfiersito entr&) ;f‘is more likely that a -.
producef can gain ﬁerket powef. Ugea from countries not
subjecf te'inveetigation acceunted for 65 percent of U.S.

imports in 1984, 67 percent in 1985 and 64 percent in

20/
1986. Such imports accounted for 31 percent of
21/
apparent U.S. consumption in 1986. I conclude that

barriers to entry are low. Therefore, this factor is not
consistent with an affirmative determination.

These factors must be considered in each case to reach
a sound determination. Barriers to entry are low.
However, domestic prices declined over the period of
investigation, market share is large and has been

increasing. Moreover, the domestic and imported products

19/ Report at A-57 and Tables 20 and F-1.
20/ Report at A-40 Table 17.

21/ Report at A-45 Table 19 and A-40 Table 17.

\
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are substitutable and the dumping margins atre high. These
factors favor an‘affirmative determination. The large
import supply elasticity does not'outweigh the declining

domestic prices and increasing market share.

Conclusion

Therefore, I determine that an industry in the United
States is materially injured by reason of imports of
certain urea from The GDR, Romania and the USSR which

Commerce has determined are being sold at less than fair

value.
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n&mmmnom' OBTAINED IN THE INVESTIGATIONS
Introduction

On July 16, 1986, a petition was filed with the U.S. International Trade

. . Commission and the U.S. Department of Camerce by counsel on behalf of the Ad

Hoc Camittee of Damestic Nltmgen Producers. _/ The petltlon alleges that an
industry in the United States is materially injured and is threatened with
material injury by reason of imports from the German Democratic Republic (East
Germany), Romania, and the Union of Soviet Socialist Republics (U.S.S.R.) of
solid urea, provided for in item 480.30 of the Tariff Schedules of the United
States (TSUS), which are bemg sold in the United States at less than fair

value (LTFV).

Accordingly, effective July 16, 1986, the Commission instituted
preliminary antidumping investigations Nos. 731-TA~338 (Preliminary)
(East Germany), 731-TA-339 (Preliminary) (Romania), and 731~TA-340
(Preliminary) (U.S.S.R.) to determine whether there is a reasonable indication
that an industry in the United States is materially injured, or is threatened
with material injury, or the establishment of an industry in the United States
is materially retarded, by reason of imports of such merchandise into the
United States.

On the basis of information developed during the course of those
investigations, the Commission determined that there was a reascnable
indication that an industry in the United States was materially injured by
reason of imports of urea fram East Germany, Romania, and the U.S.S.R. (51 F.R.
32259, Sept. 10, 1986).

On Jamuary 2, 1987, Cammerce notified the Cammission of its preliminary
determinations thatumafrcml?astGemany Romania, and the U.S.S.R. 1sbe1ng,
or is likely to be, sold in the United States at LTFV, as provided for in
section 733 of the Tariff Act of 1930. Commerce preliminarily determined that
.Critical circumstances do not exist with respect to imports of urea from the
countries subject to the investigations. Further, Commerce scheduled its final
determinations for March 9, 1987 (52 F.R. 121, Jan. 2, 1987). As a result of
Camerce's affirmative preliminary determinations, the Commission instituted
final antidumping investigations Nos. 731-TA-338 through 340 (Final).

1/ The AQ Hoc Committee of Domestic Nitrogen Producers is composed of the
following firms: Agrico Chemical Co., Tulsa, OK; American Cyanamid Co., Wayne,
NJ; CF Industrles, Iong Grove, IL; Flrst Mississippi Corp., Jackson, MS,
Mississippi Chemical Corp., Yazoo City, MS; Terra International, Inc., Sioux
City, IA; and W.R. Grace & Co., New York, NY. In a letter dated Sept. 5, 1986,
the Commission was informed that Farmland Industries, Inc., Kansas City, M, is
no longer a member of the Ad Hoc Committee of Damestic Nitrogen Producers.
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Notice of the institution of the Comission's investigations and of a
hearing to be held in connection therewith was given by posting coplas of the
notice in the Office of the Secretary, U.S. International Trade Commission,

Washington, DC, and by publishing the notice in the Federal Register of
January 23, 1987 (52 F.R. 2623). 1/

On February 20, 1987, Commerce published a notice in the Federal Register
(52 F.R. 5322) postponmg its final determinations until May 18, 1987.
Accordingly, the Commission published a notice in the Federal Register of
March 11, 1987 (52 F.R. 7497) revising its schedule for the conduct of the
investigations. The Commission's hearing was held in Washmgton DC, on
May 28, 1987. 2/ '

Effective May 26, 1987, Cammerce issued its final determinations that urea

from East Germany, Romania, and the U.S.S.R. is being, or is likely to be, sold
in the United States at LTFV (52 F.R. 19549).

The Product
Description

Pure urea, at usual ambient temperatures, is a white, solid chemical
campound with the chemical formula CO(NH,),, a molecular weight of 60.06,
and a nitrogen content of 46.6 percent. _.?S/ Urea melts into a liquid at
132.7° Celsius; however, molten urea is not an article of cammerce but occurs

during the urea production process described in a following section of this
report.

Most commercial urea is marketed in the form of small spherical pellets
called prills or as larger pellets called granules, and a very small amount of
urea is sold in aqueous solution to be used in animal feed. Prills have lower
crushing strength and abrasion resistance than granules ard, consequently,
prilled urea has a higher percentage of small particles (broken prills and urea
dust), called "fines," than gramilar urea. Excessive fines can increase caking
(caused by water absorption) during storage. Urea is soluble in water, and the
amount of urea that can be dissolved in water increases with increasing
temperature.

1/ Copies of the Caommission's and Commerce's notices are shown in app. A.

2/ A list of witnesses appearing at the Cammission's hearing in support of and
in opposition to the petition is shown in app. B.

3/ United Nations, "Development and Transfer of Technology Series No. 13,"
Fertilizer Manual, 1980, pp. 109-121.
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A hardener and anticaking additive (usually about 0.2 to 0.5 percent by
weight) is added to molten urea during the prilling or granulation process to
reduce caking during storage and shipment, 1/ and urea is transported in
standard bulk handling vessels such as ships, barges, railcars, and trucks.
Urea is a stable, nontoxic solid and can be stored in simple warehouses or
storage buildings. However, urea is hygroscopic (absorbs moisture from the
air) and requires protection from water during storage and shipment. Urea
prills and granules have a tendency to stick together and form lumps or cakes
"in humid climates; therefore, same distributors pass the urea through ,
conditioning equipment prior to shipment to break up any caked material and
provide the custamer w1th a "free flowing" product.

Modern urea plants produce one grade of urea, which is sultable for all
end uses. There are, however, some differences in finished urea depending on
end use. Gramular urea has an advantage over prilled urea for use in the
production of dry mixed-chemical fertilizers, because the granule size closely
matches the particle size of gramular phosphatic fertilizers and coarse-grade
potassium chloride (potash) with which urea is often mixed. Uniform particle
size is important in dry mixed fertilizers to minimize separation or
segregation of the components during transportation and application. Gramular
urea may also be preferred to prilled urea because it is less susceptible to
crushing, resulting in fewer fines and less caking.

Same producers sell urea for the animal feed market with a smaller prill
_size than that used for fertilizer; however, the animal feed market is small

"compared with the fertilizer market, and frequently the same size prill is used
in both markets.

Biuret (NH,OONHCONH,) , a minor impurity in most urea, is formed during
the product's synt:he51s Biuret formation can be limited by minimizing the
retention time of the hot urea solution or melt during the evaporation and
prilling or granulation steps. For most fertilizer uses, biuret content of up
to 2 percent is of no consequence. However, biuret is toxic to citrus plants
ard some other crops when applied as a foliar spray; consequently, purchasers

of urea usually specify acceptable biuret content. 2/
Production process

The first synthesis of urea occurred in 1828, when Wohler prepared urea
from ammonia and cyanuric acid as shown in the following equation:

- Wohler's synthesis became a milestone in science, as urea became the first
organic compound to be synthesized from inorganic materials.

.1/ United Nations, "Development and Transfer of Technology Series No. 13,"
Fertilizer Manual, 1980, p. 301.
2/ Ibid, p. 110.

¢
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The currently used method of urea synthesis has been understood in
prmc1ple since 1868, yet commercial production started much later. Germany,
in 1922, was the first ccuntry to institute commercial urea production; the
United States followed in 1932, and England in 1935.

: In modern plants throughout the world, urea is produced from ammonia
(NH5) and carbon dioxide (COy) athlghtenperatureandpressure Both

ammoma and carbon dioxide are obtained from the ammonia-production process, as
carbon dioxide is a byproduct of ammonia synthesis. These two feed components
are delivered to a high-pressure reactor, where, similtaneously, ammonium
carbamate is formed (reaction (1)) and about one-half of the carbamate

is converted to urea and water (reaction (2)).

ammonia ~carbon anmonium

dioxide carbamate
ammon urea . wa
carbamate

The unconverted carbamate is then decomposed to ammonia and carbon dioxide
by high-pressure stripping, and recycled to the reactor along with fresh
ammonia and carbon dioxide. This general urea-production process yields 70- to
87-percent urea in an aqueocus solution. ' The urea reactor solution is purified
by removal of excess ammonia and carbon dioxide, which makes it then suitable
for direct use in the production of certain nitrogen solutions, which are
aqueocus mixtures of urea and ammonium nitrate (UaN). However, most of the
purified urea reactor solution is concentrated to urea melt by further water
evaporation and heating. The molten urea is solidified and finished in
essentially pure form as either prills or granules.

The prilling process involves spraying molten urea droplets from the top
of a high cylindrical tower downward through a countercurrent airstream. As
the droplets fall and cool they form into spherical or tear-shape particles
called prills.

In the granulation process, molten urea is sprayed onto a cascading bed of
urea granules and recycled fines in a rotating cylindrical granulation drum.
Molten urea solidifies as a coating on the granules and fines, building them up
layer by layer to give a hard urea granule. Prilled or granular urea is
screened and the "overs" and "unders" are recycled into the urea production
process.

The general urea production process may incorporate process variations,
modifications, or improvements that affect yield, energy utilization, and
envirommental concerns. Urea-production technology is available throughout the
world from firms that will provide various levels of engineering, planning,
construction, and training support, which may include site selection and all
phases of plant construction to the delivery of an operating urea plant. Also,
such firms will provide improved process technology for existing plants. A
flowchart of a urea production plant is shown in figure 1.



Figure l.--Flow chart of the urea production process
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Uses

According to Commerce data, approximately 94 percent of the urea produced

in the United States is used as fertilizer; the rest is used in making plastics
"and adhesives, as a protein supplement in animal feeds, and for several other
miscellaneous appllcatlons (table 1). As shown in table 1, 60.3 percent of the
urea produced in 1986 was in the form of solid (prills and granules) urea
fertilizer and 33.8 percent was used captively to produce fertilizer nitrogen
solutions that are, for the most part UAN solutions. The remaining 5.9 .
percent was produced as solid or in aquecus solution for the miscellanecus end
uses noted above. Figure 2 shows 1986 monthly production statistics for urea
by end use. The monthly data do not indicate significant shifts in product mix
during the year. Maximm production occurs during the spring and fall, when
farmers apply urea prior to planting the next crop.

When applied to the soil as fertilizer, urea undergoes two transformations
before it can be utilized by most crops. The first transformation is
hydrolysis in the soil back to ammonia and carbon dioxide as follows:

CO(NH,), + H,0 = 2NH, +.00,

Table 1.—Urea: Percentage distribution of U.S. productlon,
_ by end uses, 1986 '

Fertilizei':
Solutions‘..........'...
Solid.........

c-Jolnto'oo‘.o..o..-..nroooototoiutvoo-'._ 3308

£ 0 0000000000 00008000000600000300000000000000c0s0coe 6003

Other:
Feed 1/..... ciseccnnes esseee P I 4
BAll OthEr 2/.eeeeeecsessesedsencsnssonsssesncnscvssascnocnans 42
TOtAleeoseesssscserssscane essssssssasssecscescscncssscscsse 100.0

1/ Principally cattle feed.
2/ Principally adhesives and plastics.

Source: Compiled from Current Industrial Reports, Inorganic Fertilizer
Materials and Related Products, Report M28B, U.S. Department of Commerce,
Bureau of the Census (Jamuary 1986-December 1986) .

When applied to the soil as fertilizer, urea undergoes two transformations
before it can be utilized by most crops. The first transformation is
hydrolysis in the soil back to ammonia and carbon dioxide as follows:

CO(NH,), + H,0 = 2NH; + QO

The second transformation is nitrification of the ammonia (NH,) by
microbiological reactions to nitrites and then nitrates that can be used by
crops for plant growth. These transformations proceed rapidly in warm, moist
soils, but are quite slow in cool soils such as those in northern Europe.



Figure 2.—=Urea production, 1986
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In the United States, the general conclusion of agronomists is that
urea is as good as any other nitrogen fertilizer if properly used. 1/

U.S. tariff treatment

Imports of urea are classified in TSUS item.480.30, irrespective of
whether the urea is in solid form or is alone in an aqueous solution. 2/
Inports under TSUS item 480.30 have been free of duty since 1930, regardless of
country of origin.

. 'Nitrogeﬁ fertilizers

Same understanding of nitrogen fertilizer usage, in general, and of the
characteristics of the principal nitrogen fertilizers is useful in considering
the urea industry and historical data for that industry.

Of the three primary crop nutrients (nitrogen, phosphorus, and potassium)
nitrogen is the leading plant nutrient applied by farmers in the United
States. Historical data on nitrogen-fertilizer usage are readily available and
same of these data are presented and discussed in the following pages. 3/ 4/

Total nitrogen-fertilizer usage increased from 4.6 million tons in
crop-year 1965 (July 1964-June 1965) to a record 11. 9 million tons in crop-year
1981, dropped to 9.1 million tons in crop-year 1983, reportedly because of
large reductions in crops planted under the Payment~In-Kind (PIK) program, and
then recovered to 11.5 million tons in crop-year 1985 before droppJ.ng to 10.4
million tons in Crop-year 1986 (figure 3)

Anhydrous ammonia .

Anhydrous ammonia is used as a direct application fertilizer and is the
base chemical used to produce almost all other nitrogen fertilizers. The use
of anhydrous ammonia as a direct application fertilizer (figure 3) followed the
same general trend as total nitrogen-fertilizer usage. Direct application
ammonia has accounted for 36 to 39 percent of total nitrogen usage during each
of the past ten crop-years.

1/ United Nations, "Development and Transfer of Technology Serles No. 13,"
Fertilizer Manual, 1980, p. 109.

2/ TSUS schedule 4, headnote 2(b) states that the term "compounds," as used in
that schedule, includes a solution of a single compound in water. Urea is a
compound as defined in TSUS schedule 4 headnote 2(a).

3/ Fertilizer Trends, National Fertilizer Development Center, Muscle Shoals,
Alabama, Octcber 1986.

4/ Commercial Fertilizers, National Fertilizer Development Center, Muscle
Shoals, Alabama, December 1986.
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Pure ammonia contains 82.2 percent nitrogen and has the highest nitrogen
content of all the nitrogen fertilizers. Per unit of nitrogen, ammonia is the
lowest cost nitrogen fertilizer. However, its physical characteristics
preclude its use by many end users. For example, ammonia at usual temperature
and aunosphe.rlc pressure is a toxic gas. Storage and distribution of ammonia
are expensive because ammonia must either be cooled to a liquid by
refrigeration or stored and transported in high-pressure containers.

Ammonia is also expensive to apply at the farm level because special plows
are required that inject the ammonia, as a gas, under the soil. Furthermore,
soil condltlonsm:stbesuchthatthesollwulretamtheammomatmtll it is
nitrified by soil microorganisms.

Urea

Urea, the subject of the instant investigations, was discussed in a
previous section of this report and, as noted, urea has the highest mtrogen
content (46.6 percent) of the solid nitrogen fertlllzers As shown in
figure 3, urea usage as a direct-application fertilizer increased from about 6
percent of total nitrogen usage in crop-year 1975 to about 15 percent of total
nitrogen usage in crop-year 1986.

Along with its high nitrogen content and safety, urea has a transportatlon
advantage over same other nitrogen fertilizers in that it can be shipped in the
samevesselsusedtotransportbulkcargossu&asgram Itlsgenerallytrue
that favorable transportation costs are realized by those firms that ship a
camodity (corn for example) to a destination and then back haul another
product, such as urea, from that location. -

Nitrogen solutions

Nitrogen solutions are aqueous mixtures, usually of urea and ammonium
nitrate. The nitrogen content of the solutions usually ranges from 28 to 32
percent, but is very sensitive to temperature. At low temperatures, less urea
and ammonium nitrate can be dissolved in water and, consequently, the nitrogen
content of the solution decreases. A 30-percent—nitrogen UAN solution can be
produced with a mixture of 42.2 percent, by weight, ammonium nitrate and 32.7
percent urea dissolved in 25.1 percent water. As shown in figure 3, mtrogen—
solution usage increased from about 14 percent of total nitrogen usage in
Crop-year 1975 to about 21 percent in crop-year 1985 before declining to 19
percent in crop-year 1986.

Some of the advantages of UAN solutions are that they are easy to handle, -
simply by pumping, and can be more uniformly applied to the soil than solid
fertilizers. Some nitrogen solutions contain ammonia dissolved in water;
however, such solutions have a higher vapor pressure than UAN solutions and are
more difficult to handle and store than UAN solutions.

Nitrogen solutions can be metered into irrigation water thereby providing
nitrogen to growing crops. Transportation and storage are less costly than for
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ammonia, and the production of nitrogen solutions directly from reactor _
solutions from urea and ammonium nitrate plants eliminates the costs associated
. with prilling or granulating urea or ammonium nitrate. The pr:mc:.pal -

’dlsadvantage of UAN solutions is that their lower nitrogen content increases
shipping costs per unit of nitrogen. Another disadvantage is that different
equipment is required for application of nitrogen solutions than that used to
apply dry fertilizers; however, such equipment usually does not require a large
cap1ta1 mvestment

, Atmmmum mtrate when pure, contams 35.0 pexcent mtrogen ard is
marketed as prills. and granules that lock very much like those of urea.
Disadvantages of ammonium nitrate are that it is very hygroscoplc and it can
present fire or explosion hazards. In fact, much of the ammonium nitrate -
produced in the United States is used in explosives and blasting agents. The
prmmpal advantage of ammonium nitrate is that part of its nitrogen content is
in the form of nitrate which can be immediately utilized by crops. Thus,
faster crop response is observed in cool. soils when mtrogen is applied as
nitrate (N03") than when nitrogen is applled as ammonia (NH;) or the
ammomum ion (NH4+)

- 'Ihe use of direct application ammonium nitrate has declined in the United
States from about 11 percent of total nitrogen fertilizer usage in crop-year
1975 to about 6 percent of-total nitrogen usage in crop-year 1986.

other nitrogen fertilizers

There are several other commercial nitrogen fertilizers that are used _
under certain conditions. The markets for these fertilizers are small compared
with the total market for nitrogen fertilizers. Sodium nitrate, for example,
is popular among tobacco farmers; ammonium sulfate is effective on alkaline or
sulfur-deficient soils; and so forth. Collectively, these other nitrogen
fertilizers accounted for about 3 percent of total direct-application nitrogen
usage in crop-year 1986, compared-with about 7 percent of total nitrogen usage
in crop-year 1975. ,

Mixed-nutrient fertilizers (i.e., those that contain two or more of the
primary plant nutrients, nitrogen, phosphorus, and potassium) accounted for
about 21 percent of total nitrogen usage in crop-year 1986, campared with about
24 percent of total nitrogen usage in crop-year 1975. Single-nutrient
fertilizers such as ammonia, urea, and ammonium nitrate are used to produce the
multinutrient fertilizers. Data published by the National Fertilizer
Development Center (NFDC) for total nitrogen usage include the sum of all the
nitrogen contained in the single~nutrient direct-application nitrogen
fertilizers and the average nitrogen content of mixed-mutrient fertilizers and,
by this method, does not double-count the nitrogen.
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Factors influencing choice of nitrogen fertilizers

A good discussion of this subject can be found in published works, 1/ and
same points from the referénced publication are quoted here because of their
relevance to the instant investigations.

"The usual cbjective in choosing which nitrogen fertilizer or
fertilizers to use is to obtain the greatest increase in crop value
per dollar spent. Unfortunately, there is no simple path to this
objective and it is seldaom possible to demonstrate a clear-cut
general superiority of one nitrogen fertilizer over another.
Differences in crop response ratios are often not statistically
significant; results are often variable from year to year, from cne
crop to another, and from one soil to another. In particular,
relative efficiency is often influenced by method, timing, or
placement, leading to the conclusion that superiority or inferiority
of nitrogen fertilizers is seldom an intrinsic property of the
material itself but more closely related to how it is used."

Thus, changes in farm conditions and programs may have demonstrable
effects on total usage of nitrogen fertilizers, but the same general
relationships may not apply to urea. For example, total nitrogen usage dropped
in crop~year 1986 but urea usage increased in that crop-year (figure 3). 2/

Nature and Extent of Sales at LTFV

Effective May 26, 1987, Commerce determined that urea from East Germany,
Romania, and the U.S.S.R. is being, or is likely to be sold in the United
States at LTFV (52 F.R. 19549). The weighted-average dumping margins are as
follows (in percent):

Country : LTFV_margin
East Germany...ccees. ceceas ceecsseses 44.80
ROMANIA: eeeseecoscevscnsesscrscaascas - 90.71
U.S.S8.R.: ' :
SOJUZPYOMEXPOrt.cseeeesessosvsesess  68.26
Philipp Brothers.....c..... cesssanea 53.23
All otheriseeesess teesssssssassnann 64.93

To determine whether sales in the United States of urea from East Germany
were at LTFV, Commerce compared the U.S. price with the foreign market value
for all sales of urea for the period January 1, 1986, through June 30, 1986.
Chemie Export-Import (Chemie) accounted for all of the exports of urea from

1/ United Nations, "Development and Transfer of Technology Series No. 13,"
Fertilizer Manual, 1980, pp. 136-138.

2/ As shown in app. C., there is a correlation between acreage planted in 4
major crops and total nitrogen usage, but virtually no correlation with urea
usage.
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East Germany, and Commerce used the purchase price of urea to represent the
U.S. price for the sales by Chemie because the urea was sold to unrelated
purchasers prior to its importation into the United States.

Commerce concluded that East Germany is a state-controlled-economy country
. (SCEC) because the central Govermment of East Germany controls the prices and
levels of production of the fertilizer industry and the internal pricing of the
feedstocks used for production. Commerce is required to use prices or the
constructed value of urea in a "non-state-controlled-economy” country (NSCEC)
to determine LIFV margins for imports from a SCEC. Commerce regulations
establish a preference for foreign market value based upon sales prices in a
country at a similar stage of econamic development compared with the country
subject to the investigation. -

Commerce selected West Germany as the most appropriate surrogate for East
Germany. In addition, Commerce selected Belgium, the Netherlarnds, France, and
Italy as alternate surrogates. However, Cammerce was unable to obtain costs or
prices from producers in any of the surrogate countries. Therefore, Commerce
calculated constructed value on the basis of factors of production reported by
Chemie or, where the response was not sufficient, or not adequately verified,
Commerce used information provided by petitioner or otherwise available from
public sources. '

Similarly, Commerce limited its investigation of Romanian urea to that
sold by I.C.E. Chimica (Chimica) because that state trading agency accounted
for all exports of urea from Romania. Commerce investigated all sales of urea
for the period July 1, 1985, through December 30, 1985, because there were no
sales during the first half of 1986. Commerce used the purchase price of the
urea to represent the U.S. price for sales by Chimica because the urea was sold
to unrelated purchasers prior to its importation into the United States. ‘
Cammerce calculated the purchase price based on the f.o.b. price to unrelated
purchasers. Commerce made deductions for inland freight, port handling, and
loading charges. The verified distance from the Romanian plants to the port of
exportation was almost three times greater than that reported.

. Carmerce determined that Romania is a SCEC and selected the United Kingdom
United Kingdom as a suitable NSCEC surrogate. Commerce sent a questionnaire
to, and received an incomplete response fram, a major producer of urea in the
United Kingdom, Imperial Chemical Industries PIC (ICI). Commerce attempted to
obtain additional information from ICI but was unsuccessful. ILacking this
information, Commerce found it inappropriate to use ICI data in its
determination. Therefore, Commerce calculated constructed value on the basis
of natural gas and labor inputs reported by the Romanian producers which were
verified, and Commerce used best available information from public sources and
from the petition for other factors of production.

Cammerce also determined that the U.S.S.R. is a SCEC. Commerce limited
its investigation to the state-controlled agency Sojuzpromexport (SPE) and .
Philipp Brothers, Inc., and Philipp Brothers, Itd. (Philbro), which together
accounted for all exports of urea to the United States. Commerce investigated
all sales of urea for the period January 1, 1986, through June 30, 1986. For
sales to Philbro, Commerce used the exporter's sales price as the basis of
United States price because SPE did not know the destination of the merchandise
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at the time of sale and Philbro resold the merchandise to unrelated U.S.
purchasers after importation. Commerce selected the United Kingdom as a
surrogate country but, as previously noted, was unable to cbtain complete data
from the large United Kingdom producer ICI. Therefore, Cammerce calculated the
constructed value based on the factors of production of the Soviet producers.
At verification, certain factors could not be sufficiently quantified or
valued. For these factors, Commerce used information provided by the
petitioner or otherwise available to Commerce.

The U.S. Market

U.S. producers

On the basis of information supplied in response to the Commission's
questionnaires and data published by the NFDC, it was determined that 24 firms
produced urea in 35 U.S. plants in 1986 (table 2). Questionnaire responses
were received from all these firms. In addition, * * * provided a partial
response for its plant in * * *, which was closed in 1985. * % %, * * #,

The U.S. producers ranged from small chemical or fertilizer companies to
large integrated multinational oil and chemical corporations, with scme of the
largest urea producers being farmers' cooperatives. The names and domestic
production capacities and locations of the U.S. urea producers are presented in
table 2, along with the firms' positions in these investigations. Appendix D
contains a NFDC list of U.S. urea producers, locations, and plant capacities
during 1984-86 and projections to 1989. Producers respondmg to the
Camission's questionnaires reported urea capac;Lty in 1986 that was 9.9 percent
greater than that reported by the NFDC.

Restructuring in the urea industry that began in 1985 was contiming in
1987. * * * urea plant was closed in * * *, reportedly because imported urea
was selling below * * * cost of production. * % %, % * %, * % % closed its
urea plant in ***, According to a representative of that firm, prices of urea
dropped below their costs of production and they were having to sell urea at a

loss; therefore, the firm decided to quit the urea business. * * %, * % &,
* * %k,

In the Commission's questionnaire, producers were asked to indicate if
they support the petition, oppose the petition, or do not wish to take a
position in these investigations. Twenty firms, accounting for 72.2 percent of
total U.S. urea capacity, indicated that they support the petition. The three
other firms, accounting for 27.8 percent of total urea capacity, that responded
to the questionnaires indicated that they do not wish to take a position in
these investigations. No U.S. urea producer indicated opposition to the
petition. The seven members of the Ad Hoc Committee of Domestic Nitrogen
Producers accounted for 46.7 percent of total urea capacity in 1986.

Urea plants are located in close proximity to ammonia feedstock plants,
and most ammonia plants are located in those States that have supplies of
natural gas, which is used to make ammonia. In 1986, for example, 33.4 percent
of the urea-production capacity was located in Louisiana, 12.8 percent in
Oklahoma, and *** percent in Alaska. The five largest U.S. urea producers
accounted for about 54 percent of U.S. productive capacity in 1986.
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Table 2.--Urea: U.S. producers, locations of production facilities, i
positions in these investigations, and annual production capacities, 1986

' ) Capacity
Producer Iocation _Position Urea Share
- Short tons Percent
1,000

Agrico Chemical Co...... Blytheville, AR Supports *kk ek
Donaldsonville, IA wkk Kk
Verdigris, OK *kk Kk
Air Products Corp....... Pace Junction, FL * % % Kk kekk
American Cyanamid....... Fortier, IA Supports *kk *kk
Arcadlancoxp........... Geismar, IA 4 ok ok ok kkk *dk
_ Bellevue, NE Kk dkk
Atlas Powder CO...esee.. Joplin, MO ' * k ok R deded
Borden Chemical Co...... Geismar, IA * k * *kk *hk
CF Industries, Inc...... Donaldsonville, IA Supports *kk sk
CPEXeteseecesceaesesesss Beatrice, NE * %k % *kk : ek
Kennewick, WA *kk *dk
St. Helens, OR hkk dedek
Columbia Nitrogen....... Augusta, GA ok ok ok kkk Rk
Cominco American, Inc... Borger, TX * kK Rk *hk
Farmland Industries..... Dodge City, KS * k ok ke ke
Enid, OK o . *kk dedek
‘ Lawrence, KS ‘ ' *kk kk
First Mississippi Corp.. Donaldsonville, IA Supports ek kkk
Goodpasture, InC........ Dimmitt, TX ’ * K * dkk hkdk
Hawkeye Chemical Co..... c1inton, IA * K * *kdk hkk
J.R. Simplot............ Pocatello, ID * k *kdk ke
LaRoche Industries...... Cherckee, AL * Kk % *kk *kk

Mississippi Chemical _ . _ ,
COIPeveesssncaeesssess Yazoo City, MS Supports *hk ik
o | Donaldsorville, IA Hick ek
N-ReN COrpe.eseeessese.. East Dubuque, IL * K & k- kekk
Pryor, OK ' *kk Rkk
Olin COYPeeecececessess. lLake Charles, IA  * % % *ekk Rk
Standard O0il Co..eeve... Lima, OH * k % *kk Rkk

Terra International, :
INCeeceeeeanneasesnsss Port Neal, IA Supports kdk *kk
’ Woodward, OK ' *kk hkk
Unocal.eccececeeeseessess Kenai, AK . * k k- R ok
' Brea, CA *kk ke
W.R., Grac€.csceesessss.. Woodstock, TN Supports hkk hkk
Wycon Chemical Co....... Cheyenne, WY *x k * ek Kk
Totaleceeeonsvecnnss 8,317 100.0

J * * *,

2/ Does not wish to take a pos:.tlon in these investigations.

Source:' Compiled from data submltted in response to questlonnalres of the-U.S.
International Trade Commission.

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



A-16

The efficiency requirement that most urea plants operate contimuocusly at
near capacity must be balanced against the seasonal nature of the fertilizer
market, which is the principal end-user market for urea. Testimony at the
Cammission's conference in the preliminary investigations indicated that
producers have some flexibility to operate urea plants at less than full
_capacity. 1/ However, urea plants are designed specifically for the production
of urea and cannot be used to produce any other chemicals, and once a urea
plant is shut down, it is costly to maintain and to restart production.

U.S. importers

Questionnaires were sent to all firms that were alleged or believed to be
importers of urea from East Germany, Romania, or the U.S.S.R. Sixteen firms
responded that they imported urea from East Germany, Romania, or the U.S.S.R.

during at least part of the period January 1984-December 1986. These firms are
listed below:

Inporter ' Office location

These importers are, for the most part, international or multinational
trading companies that deal in a wide range of products in addition to urea.

_Channels of distribution’

Virtually all forms of transportation that are used to move large
quantities of product, except pipeline, are used to move urea to markets.
Barge transportation is the lowest cost means of transportation for areas that
have access to waterways, and large tonnages of urea move by barge up the
Mississippi River and along other inland waterways. (see fig. 4).

A standard barge can transport approximately 1,500 short tons of urea, and
a standard railroad car is able to transport 95 to 99 tons of urea. Most
highway transport trucks haul from 20 to 27 tons of urea per trip. Urea may
move fraom the production facility to waterway-accessible storage depots and be
sold by the producer from these depots. Movement from depot to dealer, co—op,
retail outlet, distributor, or farm custamers will proceed by truck or rail.

There are several levels of distribution from the urea plant or import
vessel to the farm level, because most plants or points of importation are
distant from the principal crop-producing areas. For example, there is a
concentration of U.S. urea plants along the Mississippi river between New

1/ Transc