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VIEWS OF THE COMMISSION

Investigations Nos. 701-TA-426 and 731-TA-984 and 985 (Preliminary)
SULFANILIC ACID FROM HUNGARY AND PORTUGAL

Based on the record in these investigations, we find that there is a reasonable indication that an
industry in the United States is threatened with material injury by reason of imports of sulfanilic acid
from Hungary that are allegedly subsidized and by imports of sulfanilic acid from Hungary and Portugal
that are allegedly sold in the United States at less than fair value (“LTFV”).!

L. THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard for preliminary antidumping duty and countervailing duty determinations
requires the Commission to determine, based upon the information available at the time of the
preliminary determinations, whether there is a reasonable indication that a domestic industry is materially
injured, threatened with material injury, or whether the establishment of an industry is materially
retarded, by reason of the allegedly unfairly traded or subsidized imports.> In applying this standard, the
Commission weighs the evidence before it and determines whether “(1) the record as a whole contains
clear and convincing evidence that there is no material injury or threat of such injury; and (2) no
likelihood exists that contrary evidence will arise in a final investigation.””

1I. DOMESTIC LIKE PRODUCT
A. In General

To determine whether there is a reasonable indication that an industry in the United States is
materially injured, or threatened with material injury, by reason of imports of the subject merchandise,
the Commission first defines the “domestic like product” and the “industry.”® Section 771(4)(A) of the
Tariff Act of 1930, as amended (“the Act”), defines the relevant industry as the “producers as a [w]hole
of a domestic like product, or those producers whose collective output of a domestic like product
constitutes a major proportion of the total domestic production of the product.” In turn, the Act defines
“domestic like product” as “a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation . . . .

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in

! Commissioner Devaney dissenting. See Dissenting Views of Commissioner Dennis M. Devaney.
Commissioner Devaney joins in sections I, I1, 111, IV-A, and V of these Views.

219 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994, 1001-1004 (Fed. Cir.
1986); Ranchers-Cattlemen Action Legal Foundation v. United States, 74 F. Supp.2d 1353, 1368-69 (Ct. Int’l Trade
1999).

3> American Lamb, 785 F.2d at 1001 (Fed. Cir. 1986); see also Texas Crushed Stone Co. v. United States, 35 F.3d
1535, 1543 (Fed. Cir. 1994).

419 U.S.C. § 1677(4)(A).
519 U.S.C. § 1677(4)(A).
19 U.S.C. § 1677(10).




characteristics and uses” on a case-by-case basis.” No single factor is dispositive, and the Commission
may consider other factors it deems relevant based on the facts of a particular investigation.® The
Commission looks for clear dividing lines among possible like products, and disregards minor
variations.” Although the Commission must accept Commerce’s determination as to the scope of the
imported merchandise sold at LTFV, the Commission determines what domestic product is like the
imported articles Commerce has identified."

B. Product Description

The scope of these investigations is as follows:

Sulfanilic acid is all grades of sulfanilic acid, which include technical (or crude)
sulfanilic acid, refined (or purified) sulfanilic acid and sodium salt of sulfanilic acid.
Sulfanilic acid is a synthetic organic chemical produced from the direct sulfonation of
aniline and sulfuric acid. Sulfanilic acid is used as a raw material in the production of
optical brighteners, food colors, specialty dyes and concrete additives. The principal
differences between the grades are the undesirable quantities of residual aniline and
alkali insoluble materials present in the sulfanilic acid. All grades are available as dry,
free-flowing powders. "'

Sulfanilic acid (not including sodium sulfanilate) is produced in two grades, namely technical (or
crude) sulfanilic acid and refined (or pure) sulfanilic acid.'? In contrast, sodium sulfanilate (the
monosodium salt of sulfanilic acid included in the scope of these investigations) is produced and sold
only as one grade."” In solid form, the technical and refined grades of sulfanilic acid and sodium
sulfanilate are all gray-white to white crystalline powders."

7 See, e.g., NEC Corp. v. Dep’t of Commerce and U.S. Int’l Trade Comm’n, 36 F. Supp. 2d 380 (Ct. Int’l Trade
1998); Nippon Steel Corp. v. United States, 19 CIT 450, 455 (1995). The Commission generally considers a
number of factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of
distribution; (4) customer and producer perceptions of the products; (5) common manufacturing facilities, production
processes and production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455 n.4; Timken Co.
v. United States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996).

8 See, e.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

° Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct. Int’l Trade 1990). aff’d, 938 F.2d 1278 (Fed.
Cir. 1991).

'® Hosiden Corp. v. Advanced Display Manufacturers, 85 F.3d 1561 (Fed. Cir. 1996) (Commission may find a
single like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F.
Supp. at 748-52 (affirming Commission determination of six like products in investigations where Department of
Commerce (“Commerce”) found five classes or kinds).

'"66 FR 54214 and 54229 (Oct. 26, 2001).

12 Technical grade sulfanilic acid is 96 percent pure and refined sulfanilic acid is 98 percent pure. Antidumping
Petition, Sulfanilic Acid From Hungary and Portugal and Countervailing Duty Petition, Sulfanilic Acid From
Portugal (hereinafter “Petition”), vol. I, at 13.

13 Sodium sulfanilate, which is 99 percent pure, contains 75 percent minimum equivalent sulfanilic acid.
Interview with *** Nations Ford Chemical Co. (“NFC”), Oct. 25, 2001; Petition, vol. I, at 13.

' Technical and refined acids are always sold as solids; although some sodium sulfanilate is shipped in the solid
form, much is shipped by the domestic producer to its customers as a 30 percent salt solution. Conference Transcript
(“Tr.”), at 24; NFC Postconference Brief, app. 1, at 2. 4



Sulfanilic acid is used to produce optical brightening agents, food colorants and other synthetic
organic dyes, and certain concrete additives."” The form of sulfanilic acid used by the end user depends
on both the product being produced and the end users’ production process. In most cases, optical
brighteners and food colorants are produced with pure product (either refined sulfanilic acid or sodium
sulfanilate). Optical brighteners, particularly paper brighteners, constitute the largest single end use for
refined sulfanilic acid and sodium sulfanilate. Technical grade sulfanilic acid is used principally as a raw
material for refined sulfanilic acid and sodium sulfanilate, as well as in the production of certain
specialty synthetic organic dyes and concrete additives.

C. Domestic Like Product

NFC, the domestic firm that accounted for all U.S. production of sulfanilic acid during 1998 to
June 2001,'¢ advocates a single like product consisting of sulfanilic acid which includes technical grade
sulfanilic acid, refined grade sulfanilic acid, and sodium sulfanilate for purposes of these preliminary
investigations.'” Respondent Quimigal de Portugal, S.A. (“Quimigal”) advocates a finding of three
separate like products consisting of technical sulfanilic acid, refined sulfanilic acid, and sodium
sulfanilate because it claims that the three products are not interchangeable.'® Respondent Clariant
Corporation (“Clariant”) indicates that, for purposes of the preliminary phase of these investigations, it
has no objection to treating all three types as one like product."

For the reasons set forth below we find a single like product consisting of all three forms of
sulfanilic acid: technical grade sulfanilic acid, refined grade sulfanilic acid, and sodium sulfanilate.

Physical Characteristics and Uses

Technical sulfanilic acid, refined sulfanilic acid, and sodium sulfanilate (collectively referred to
herein as “sulfanilic acid”) are grey-white to white crystalline solids.” All three forms of sulfanilic acid
are available as dry free-flowing powders, although the sodium sulfanilate form also is sold in a liquid
solution.?' All three forms also have the same organic function, i.e., they all provide the same molecular
building block in producing food colors, optical brighteners, and concrete additives, which are the
primary end uses for sulfanilic acid.??

The primary physical characteristics that distinguish the different forms of sulfanilic acid are the
amount and nature of impurities in the product, rather than its absolute purity. The different forms all
have a similar overall purity level, but certain forms have greater quantities of residual aniline and alkali

'* The majority of U.S. consumption of sulfanilic acid is for the production of optical brighteners. Approximately
*** percent of U.S. consumption of sulfanilic acid is used to produce food colorants. The remainder of sulfanilic
acid sales is used in the production of concrete additives and specialty dyes. Confidential Report (“CR”) at 1-4;
Public Report (“PR”) at I-3; see Amendment to vol. I of Petition, Oct. 4, 2001, at 5-6.

'* CR at I-2; PR at I-2.

' NFC Postconference Brief at 2-4.

'® Quimigal Postconference Brief at 2-5.
% Clariant Postconference Brief at 12.
2 CR at I-4; PR at I-3.

2! Petition, vol. I at 13; Tr. at 24.

2 CR at[-7; PR at I-5.



insoluble materials present in the sulfanilic acid.”® The refined grade sulfanilic acid and sodium
sulfanilate have the least amount of impurities.*

Interchangeability

In general, technical sulfanilic acid is limited to use as a concrete additive and is not
interchangeable with sodium sulfanilate and refined sulfanilic acid in the production of optical
brighteners and dyes. On the other hand, refined sulfanilic acid and sodium sulfanilate can be used in
place of technical sulfanilic acid as a concrete additive. Refined sulfanilic acid and sodium sulfanilate
are interchangeable as they are both used to produce the same products (optical brighteners and food
colorants), although the specific production process employed by the end user will determine whether it
uses the refined acid or the salt.”® Although current operating processes may be an obstacle to
interchangeability between refined acid and sodium sulfanilate, this obstacle can be overcome.”* We
note that in 1990, when the availability of refined acid from Japan was reduced, one of largest producers
of brighteners in the United States changed from using refined acid from Japan to domestic sodium
sulfanilate.”’

Channels of Distribution

All forms of domestic sulfanilic acid are sold directly to end users.”

Customer Perceptions

Several purchasers noted that, while refined sulfanilic acid and sodium sulfanilate are usable in
any application. technical sulfanilic acid is not usable in some applications because it is a less pure form.
For example, *** reported that all grades can be used in concrete applications (which typically use the
technical grade), but only the refined grade can be used in “high end” applications such as brighteners.?
In its questionnaire response, *** noted that both the refined and sodium sulfanilate forms are “purified”
products and are sufficiently interchangeable. Petitioner also states that its customers have the same
perception of all forms of sulfanilic acid, as all grades provide the same molecular entity, but that they

2 Petition, vol. I at 13.
** Petition, vol. I at 13.

25 Petitioner states that customers specify whether they want the salt or the “free acid” forms of sulfanilic acid (the
term “free acid” is reportedly used to distinguish the acid form, whether refined or technical, from the salt form).
However, Petitioner states that customers do not care whether the free acid is technical or refined, they simply
require that the acid meets their specifications. NFC Postconference Brief at 2-3.

% 1d. Clariant, an importer and end user of both the Portuguese and Hungarian product, states that the production
method it uses in producing optical brighteners used in the textile and paper industries requires the input of the
refined sulfanilic acid, whereas the other two domestic optical brightener producers use domestic sodium sulfanilate.
Tr. at 30 and 45. Clariant further states that the use of technical grade sulfanilic acid would impart undesirable
qualities in its finished product. Tr. at 31. While Clariant is presently not using domestically produced refined
sulfanilic acid, it has done so in the past. Tr. at 41-42. According to John Dickson, CEO of NFC, Clariant was
NFC’s largest customer for refined sulfanilic acid in 1997. Tr. at 48.

2 Tr. at 10.
28 Petition, vol. I at 17; CR at I-9, PR at I-6.
¥ Interview with *** of *** Qct. 22, 2001. 6



find different grades more or less suitable depending upon their production processes and the available
equipment.®® A customer buys whichever form of sulfanilic acid that meets its production
requirements.’'

Common Manufacturing Facilities and Production Employees

The domestic industry produces and sells technical sulfanilic acid, refined sulfanilic acid, and
sodium sulfanilate. Technical sulfanilic acid is packaged and sold to end users or captively consumed to
produce refined sulfanilic acid and sodium sulfanilate. Petitioner produces refined sulfanilic acid and the
sodium sulfanilate in the same building but on separate production equipment and each uses technical
sulfanilic acid as the basic raw material*®> Petitioner reports some interchangeability in employees
between the different forms of sulfanilic acid, with technical acid workers assisting in the production of
refined acid when not operating the technical equipment. Petitioner also states that “the refined acid and
salt equipment are interchangeable and the operators can work both production units.”*

Price

The domestic industry’s pricing data indicate that technical and refined sulfanilic acid were
generally *** during the investigation period.** In some quarters technical acid was priced *** than
refined acid, but in other quarters the opposite was the case. In the case of sodium sulfanilate, it was
generally priced *** than both technical and refined sulfanilic acid although there were some quarters
during the period of investigation when it was priced *** than either technical or refined sulfanilic acid.”®

We find that the three forms of sulfanilic acid have similar physical characteristics, end uses,
channels of distribution, and common manufacturing facilities and production employees. There is also
evidence of sufficient interchangeability among the different forms of sulfanilic acid, especially between
refined grade sulfanilic acid and sodium sulfanilate. Moreover, prices for refined and technical grade
sulfanilic acid were generally *** with sodium sulfanilate generally priced ***. Accordingly, we find a
single like product consisting of all three forms of sulfanilic acid.*

CRatl-7; PR at I-5 - 1-6.
"'CRatl-7;:PRatI-5 - 1-6.
2 Tr. at 19. Technical grade sulfanilic acid is produced in a separate building. 1d.

33 NFC Postconference Brief, app. 1, at 7 (flow chart). Petitioner states that it has excess capacity to produce the
technical sulfanilic acid; therefore, it produces the technical sulfanilic acid for about 2-week intervals and then the
technical acid operators assist in the production of refined sulfanilic acid. Likewise, excess capacity to produce
sodium sulfanilate allows workers that normally produce sodium sulfanilate to assist in the production of refined
sulfanilic acid. NFC Postconference Brief, app. 1, at 5.

 CR and PR Table V-1. Petitioner alleges that if it were not for dumped subject imports the price of refined
sulfanilic acid would be 30 percent higher than the price of technical sulfanilic acid. CR at [-9; PR at 1-6.

35 CR and PR Table V-1.

6 We note that this finding is consistent with previous investigations of sulfanilic acid. See Sulfanilic Acid from
the People’s Republic of China, Inv. No. 731-TA-538 (Final), USITC Pub. 2542 (Aug. 1992); Sulfanilic Acid from
Hungary and India, Invs. Nos. 701-TA-318 (Final) and 731-TA-560 and 561 (Final), USITC Pub. 2603 (Feb. 1993);
Sulfanilic Acid from China and India, Invs., Nos. 701-TA-318 (Review) and 731-TA-538 and 561 (Review), USITC
Pub. 3301 (May 2000). 7




II1. DOMESTIC INDUSTRY

Section 771(4) of the Act defines the relevant industry as the “producers as a [w]hole of a
domestic like product, or those producers whose collective output of a domestic like product constitutes a
major proportion of the total domestic production of that product.” In defining the domestic industry,
the Commission’s general practice has been to include in the industry producers of all domestic
production of the domestic like product, whether toll-produced, captively consumed, or sold in the
domestic merchant market, provided that adequate production-related activity is conducted in the United
States.’® Based on our like product determination, we determine that there is a single domestic industry
consisting of all domestic producers of sulfanilic acid, i.e., NFC.

Iv. CUMULATION
A. In General

For purposes of evaluating the volume and price effects for a material injury determination,
Section 771(7)(G)(1) of the Act requires the Commission to cumulate subject imports from all countries
as to which petitions were filed and/or investigations self-initiated by Commerce on the same day, if such
imports compete with each other and with domestic like products in the United States market.’® In
assessing whether subject imports compete with each other and with the domestic like product,*® the
Commission has generally considered four factors, including:

) the degree of fungibility between the subject imports from different countries
and between imports and the domestic like product, including consideration of
specific customer requirements and other quality related questions;

2) the presence of sales or offers to sell in the same geographical markets of subject
imports from different countries and the domestic like product;

3) the existence of common or similar channels of distribution for subject imports
from different countries and the domestic like product; and

719 U.S.C. § 1677(4)(A).

3 See, e.¢., DRAMs From Taiwan, Inv. No. 731-TA-811 (Final), USITC Pub. 3256 at 6 (Dec. 1999); Stainless
Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Invs. Nos. 701-TA-373 (Final) and
731-TA-769-775 (Final), USITC Pub. 3126, at 7 (Sept. 1998); Manganese Sulfate from the People’s Republic of
China, Inv. No. 731-TA-725 (Final), USITC Pub. 2932, at 5 and n.10 (Nov. 1995) (the Commission stated it
generally considered toll producers that engage in sufficient production-related activity to be part of the domestic
industry); see, e.g., Oil Country Tubular Goods from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain
(“OCTG”), Invs. Nos. 701-TA-363-364 (Final) and Invs. Nos. 731-TA-711-717 (Final), USITC Pub. 2911, at I-15
(Aug. 1995) (not including threaders in the casing and tubing industry because of “limited levels of capital
investment, lower levels of expertise, and lower levels of employment”).

19 U.S.C. § 1677(7)(G)(I). There are four exceptions to the cumulation provision, none of which applies to
these investigations. See id. at 1677(7)(G)(ii).

* The SAA (at 848) expressly states that “the new section will not affect current Commission practice under
which the statutory requirement is satisfied if there is a reasonable overlap of competition.” Citing Fundicao Tupy,
S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int’l Trade 1988), aff’d 859 F.2d 915 (Fed. Cir. 1988).

8
8



@) whether the subject imports are simultaneously present in the market.*!

While no single factor is necessarily determinative, and the list of factors is not exclusive, these factors
are intended to provide the Commission with a framework for determining whether the subject imports
compete with each other and with the domestic like product.** Only a “reasonable overlap” of
competition is required.*’

For purposes of determining if a threat of material injury exists, cumulation is discretionary.
Under section 771(7)(H) of the Act, the Commission may “to the extent practicable” cumulatively assess
the volume and price effects of subject imports from all countries as to which petitions were filed on the
same day if the requirements for cumulation for material injury analysis are satisfied.** In addition to
considering the four cumulation factors described above, the Commission also may consider the
similarity of trends in the volume and price of subject imports from the countries under investigation.*®

Petitioner argues that the Commission should cumulate imports from the two subject countries.
It points to evidence of competition among sulfanilic acid from the subject countries, as well as between
these countries and domestic producers. It also argues that sulfanilic acid from the subject countries and
the domestic like product are fungible. Petitioner further contends that all subject imports and domestic
sulfanilic acid compete in the same geographic markets, and that imported and domestic sulfanilic acid
are sold through similar channels of distribution, and were simultaneously present in the U.S. market
towards the end of the period examined.*®

The Portuguese respondent Quimigal argues that imports from each of the subject countries
should not be cumulated with one another. Quimigal contends that there is little fungibility between
subject imports of refined sulfanilic acid and domestic sulfanilic acid, which is primarily sodium
sulfanilate and technical sulfanilic acid, because technical sulfanilic acid contains too many impurities to
be used in most of the applications for which refined sulfanilic acid is used.*” Quimigal also claims that
given the unique geographic supply patterns in the United States market. subject imports and the
domestic like product are generally not simultaneously present in the same geographic markets.*®

4! See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Invs. Nos. 731-TA-278-
280 (Final), USITC Pub. 1845 (May 1986), aff’'d, Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898 (Ct. Int’l
Trade), aff’d, 859 F.2d 915 (Fed. Cir. 1988).

*2 See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’] Trade 1989).

“ See Goss Graphic System, Inc. v. United States,  CIT , slip op. 98-147 at 8 (Oct. 16, 1998)
(“cumulation does not require two products to be highly fungible”); Mukand Ltd., 937 F. Supp. at 916; Wieland
Werke, AG, 718 F. Supp. at 52 (“Completely overlapping markets are not required”).

19 U.S.C. § 1677(7)(H).

* See Torrington Co. v. United States, 790 F. Supp. at 1172 (affirming Commission’s determination not to
cumulate for purposes of threat analysis when pricing and volume trends among subject countries were not uniform
and import penetration was extremely low for most of the subject countries); Metallverken Nederland B.V. v. United
States, 728 F. Supp. 730, 741-42 (Ct. Int’l Trade 1989); Asociacion Colombiana de Exportadores de Flores v.
United States, 704 F. Supp. 1068, 1072 (Ct. Int’l Trade 1988).

% NFC Postconference Brief at 4-5.

*" Quimigal Postconference Brief at 3, 6-7.

8 Quimigal Postconference Brief at 7.



B. Analysis*

We find that there is a reasonable overlap of competition among the subject imports and between
the subject imports and the domestic like product. The record indicates that subject imports and the
domestic like product are generally fungible and are sold through similar channels of distribution. The
record also shows that imports from each of the subject countries were simultaneously present in the U.S.
market during the period examined and both the domestic like product and the subject imports from both
countries were sold in the same geographic markets.

Fungibility. Subject imports during the period of investigation were almost entirely comprised of
refined sulfanilic acid. NFC and purchasers appear to agree on the issue of interchangeability between
U.S.-produced and subject sulfanilic acid. NFC reported that sulfanilic acid from different countries is
*%% interchangeable.® Importers’ responses generally reveal a similar view.*! >

Several purchasers noted that, while refined sulfanilic acid is usable in any application, the
technical grade is not usable in some applications because it is a less pure form of sulfanilic acid. For
example, *** reported that all grades can be used in concrete applications (which typically use the
technical grade), but only the refined grade can be used in “high end” applications such as brighteners.”
In its questionnaire response, *** noted that both the refined and sodium sulfanilate forms are “purified”
products and are sufficiently interchangeable.

Similar Geographical Markets. Evidence indicates that the domestic like product and subject
imports from Hungary and Portugal compete in the same geographical markets. Importer/purchaser
Clariant and the sole domestic producer NFC are both located in South Carolina. Clariant imports
subject merchandise to its facility in South Carolina and also has purchased domestic like product.
Warner-Jenkinson is located in Saint Louis, Missouri and purchases subject merchandise and domestic
product from its facilities there.*

NFC reported a geographic market area encompassing ***. The two importers that provided
usable responses to this question reported smaller market areas consisting of ***,

Simultaneous Presence. Official Commerce import statistics show that the domestic like product
and subject imports have been present in the U.S. market since 2000. Subject imports from Hungary
began entering the U.S. market in 2000 and continued into 2001. Subject imports from Portugal entered
the U.S. market in 1998, were absent in 1999, and returned to the market in 2000 and the first half of
2001.”

4 Commissioner Devaney does not join the Commissions’ views on cumulation. See Dissenting Views of
Commissioner Dennis M. Devaney.

® CR at II-5; PR at II-4.

' CR and PR Table I1-3. *** answered this question only in terms of refined sulfanilic acid. *** answered this
question in terms of sulfanilic acid, regardless of form.

2 In its Postconference Brief, Quimigal stated that it believes sulfanilic acid imported into the United States from
Hungary is produced using an inferior process, which may result in a lower quality product compared to refined
sulfanilic acid imported into the United States from Portugal. Quimigal Postconference Brief at 7. However, the
record provides no evidence of significant quality differences and we note that Clariant purchases both Portuguese
and Hungarian refined acid for its production of optical brighteners. See Clariant Postconference Brief at 1.

33 Staff interview with *** of *** QOct. 22, 2001.
3 NFC Postconference Brief at 4-5.

5 CR and PR Table IV-1. 10
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Channels of Distribution. In the U.S. market, domestic and imported sulfanilic acid are sold
directly to end users. Available data for 2000 indicate that *** sales by NFC were made to end users,*®
and *** sales of subject imports were made to end users.”’

We have taken into account the fact that imports from the subject countries exhibited similar
volume and pricing trends during the period for which data were collected. During 2000 and comparing
the first six months of 2000 and 2001 (“interim periods”), the volume of subject imports from both
countries increased significantly.”® Prices of imported product from each of the two countries showed
similar trends, with the average unit value of imports from Hungary and Portugal declining during this
period.”® Thus, based on consideration of all of the factors discussed above, we exercise our discretion to
assess cumulatively the volume and price effects of the subject imports from the two countries for
purposes of making our affirmative threat determinations.

V. CONDITIONS OF COMPETITION

The following conditions of competition are pertinent to our analysis in these investigations.
NFC and the majority of importer/purchasers stated that demand for sulfanilic acid in the United States
has remained relatively stable since January 1, 1998, and tends to track general economic movement.
Available information indicates that apparent U.S. consumption of sulfanilic acid increased from ***
pounds in 1998 to *** pounds in 2000.%°

Because of the highly fungible nature of the product, there is a high degree of price competition.
Questionnaire responses indicate that NFC and importer/purchasers believe that price is an important
factor in contract negotiations.®'

The market for sulfanilic acid is highly concentrated with six purchasers accounting for 95
percent of total domestic consumption.®?> Purchasers make annual commitments to buy agreed upon
quantities of sulfanilic acid and shipments are then released by producers and importers as required by
the purchaser.®

The domestic industry expanded capacity and invested in new equipment during the period of
investigation. In 1998, NFC acquired the production equipment of Zeneca, a U.K. firm that ceased

% NFC states there are six major U.S. customers — two customers use sulfanilic acid to produce food colorants
(one customer uses refined grade sulfanilic acid, and the other uses sodium sulfanilate), three customers use
sulfanilic acid to produce brighteners for paper products (one customer uses refined grade sulfanilic acid, and the
other two customers use sodium sulfanilate, and one customer utilizes technical grade sulfanilic acid as a concrete
additive. Testimony of John Dickson, CEO, NFC, Tr. at 9-10).

STCR at II-1; PR at II-1.
8 CR and PR Table IV-1.

** CR at PR Table IV-1. Notwithstanding the evidence of fungibility of the imports from Hungary and Portugal,
we note that average unit values were significantly different for imports from the two countries. We intend to
examine this issue further during any final phase of these investigations.

® CR at II-3, PR at 1I-3. At the preliminary conference, John Dickson of NFC stated that demand does not
generally vary among the different forms of sulfanilic acid. Tr. at 21. However, Daniel Crosby, counsel for the
Portuguese respondent, stated that demand for the refined grade of sulfanilic acid has grown faster than the demand
for other forms of sulfanilic acid. Tr. at 44.

¢ CR at II-4; PR at I1-3.
¢2NFC Amendment to vol. I of Petition at 5, Oct. 4, 2001.

® NFC Amendment to vol. I of Petition at 5, Oct. 4, 2001. 11
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production of sulfanilic acid in France.** NFC then moved this equipment to its production site in Fort
Mill, South Carolina. By 1999, NFC’s plant was operational and NFC was able to retain a large share of
Zeneca’s worldwide sulfanilic acid business. The expanded capacity and capital investments allow NFC
to produce technical sulfanilic acid with lower levels of impurities which has allowed it to retain
important worldwide business.®

Between 1998 and 2000, China was the leading source of imports of sulfanilic acid into the U.S.
market.®® In March 2000, Commerce imposed retroactive antidumping duties of 85.2 percent on Chinese
producers of sulfanilic acid previously not covered by the antidumping duty order on sulfanilic acid from
China.%” This is the deposit rate currently in effect for all Chinese product. *** of sulfanilic acid from
China entered the U.S. market in the first half of 2001.®® The volume of other nonsubject imports was
*%% in 1998, *** in 1999, *** in 2000, and *** in interim 2001 compared to *** during interim 2000.%°

VI REASONABLE INDICATION OF THREAT OF MATERIAL INJURY BY REASON OF
ALLEGEDLY SUBSIDIZED AND/OR LTFV IMPORTS

Section 771(7)(F) of the Act directs the Commission to determine whether the U.S. industry is
threatened with material injury by reason of the subject imports by analyzing whether “further dumped or
subsidized imports are imminent and whether material injury by reason of imports would occur unless an
order is issued or a suspension agreement is accepted.””® The Commission may not make such a
determination “on the basis of mere conjecture or supposition,””' and considers the threat factors “as a

¢ Zeneca’s production plant was located in France.
% NFC Postconference Brief at 5.

% CR and PR Table IV-1. The volume of imports of sulfanilic acid from China was *** in 1998, *** in 1999,
*** in 2000, and was *** in interim 2001 compared to *** during interim 2000.

CR atIV-1-1V-2; PRatIV-1.

 CR and PR Table IV-1.

® CR and PR Table C-1.

19 U.S.C. §§ 1673b(a) and 1677(7)(F)(ii).

19 U.S.C. §1677(7)(F)(ii). An affirmative threat determination must be based upon “positive evidence tending
to show an intention to increase the levels of importation.” Metallverken Nederland B.V. v. United States, 744 F.
Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire Corp. v. United States, 590 F. Supp. 1273, 1280
(Ct. Int’l Trade 1984). See also Calabrian Corp. v. United States, 794 F. Supp. 377, 387-88 (Ct. Int’l Trade 1992),
citing H.R. Rep. No. 1156, 98th Cong., 2d Sess. 174 (1984). 12
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whole.””

investigations.
Based on an evaluation of the relevant statutory factors, we find a reasonable indication that the
domestic industry is threatened with material injury by reason of the subject imports from Hungary and
Portugal. For purposes of these preliminary determinations, we find that the record data reflect a
significant rate of increase in the volume and market penetration of the subject imports over the period
examined, indicating the likelihood of substantially increased imports in the imminent future.”® The
volume of cumulated subject imports increased from *** in 1998 to *** in 2000, with all of the increase
occurring in 2000.” More notably, there was also a marked increase between the interim periods, with
subject imports rising from *** in interim 2000 to *** in interim 2001.%° In addition, more subject
imports entered in the first half of 2001 than entered during all of 2000. Subject imports’ share of
apparent U.S. consumption rose from *** in 1998 to *** in 2000, and was *** percent in interim 2001
compared to *** in interim 2000.*' The record further indicates that Hungarian and Portuguese
producers are export oriented and *** to the U.S. market.®” In fact, the producers in both countries *** %
We also find that Hungary has *** and Portugal plans to *** 3 Combined capacity for Hungary
and Portugal in 2000 ***. Projected combined capacity for 2001 is *** and for 2002 *** 3 Combined

In making our determination, we have considered all factors™ that are relevant to these
74 75 76 77

7 While the language referring to imports being imminent (instead of “actual injury” being imminent and the
threat being “real”) is a change from the prior provision, the SAA indicates the “new language is fully consistent with

the Commission’s practice, the existing statutory language, and judicial precedent interpreting the statute.” SAA at
184.

7 The statutory factors have been amended to track more closely the language concerning threat of material
injury determinations in the Antidumping and Subsidies Agreements, although “[n]o substantive change in
jury ping gl g g
Commission threat analysis is required.” SAA at 185.

19 U.S.C. § 1677(7)(F)(I). Factor VII regarding raw and processed agriculture products is inapplicable to the
products at issue. See 19 U.S.C. § 1677(7)(F)(iii)(I).

7> We have not received any information from Commerce as to the nature of the countervailable subsidies alleged
in connection with imports from Hungary. Commerce’s notice initiating the countervailing duty investigation of
imports from Hungary merely identifies the alleged subsidy programs by name: forgiveness of environmental
liabilities. 66 Fed. Reg. 54229 (Oct. 26, 2001).

7 In its notice of initiation, Commerce identified estimated dumping margins ranging from 43.52 to 45.14 percent
for Hungary. For Portugal, the estimated dumping margin was 91.82 percent. 66 Fed. Reg. 54214 (Oct. 26, 2001).

7 Commissioner Bragg notes that she does not ordinarily consider the alleged margin of dumping to be of
particular significance in evaluating the effects of subject imports on domestic producers. See Separate and
Dissenting Views of Commissioner Lynn M. Bragg in Bicycles from China, Inv. No. 731-TA-731 (Final), USITC
Pub. 2968 (June 1996).

" CR and PR Table [V-I.
" CR and PR Table IV-1.
8 CR and PR Table IV-1.
8! CR and PR Table IV-3.

%2 Hungarian producers *** and Portuguese producers export a *** of their production. Memorandum INV-Y-
235, Nov. 13,2001, at 2; CR Table VII-1; PR Table VII-1 - VII-2; Petition, vol. T at 11.

% Subject producers project *** in exports to the U.S. market of *** in 2001, *** in 2000. Memorandum INV-
Y-235, Nov. 13,2001, at 2; CR Table VII-1; PR Tables VII-1 - VII-2.

8 Memorandum INV-Y-235, Nov. 13, 2001, at 2; CR Table VII-1; PR Tables VII-1 - VII-2.
% Memorandum INV-Y-235, Nov. 13, 2001, at 2; CR Table VII-1; PR Tables VII-1 - VII-2.
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production in 2000 was ***; projected production for 2001 is *** and for 2002 is ***.¥ Moreover, for
each subject country, the United States has become an increasingly significant market over the period
examined, and there is no reason to believe that this trend will abate, particularly in view of the fact that
* %k 87

The record also indicates that the levels of inventories of the subject merchandise held by subject
producers relative to production *** over the period examined.®® However, subject producers project
that their inventories will ***

Pricing data are very limited in this preliminary phase of these investigations, and we will
endeavor to seek more comprehensive pricing data during the final phase of the investigations. We note,
however, that price comparisons showed underselling by subject imports in two of the three instances
where comparisons were possible.”

Moreover, the average unit values of subject imports declined during the period they were
present in the market:*' the average price per pound for imports from Hungary fell from *** in interim
2000 to *** in interim 2001 (subject imports from Hungary first entered the U.S. market in 2000); the
average price per pound for imports from Portugal fell from *** in 1998 to *** in 2000 and was *** in
interim 2001 compared to *** in interim 2000.%

As we discussed previously, domestically produced and imported sulfanilic acid are generally
interchangeable, and price is a significant factor in purchasing decisions. The declining prices are
especially significant because they coincided with increasing demand for sulfanilic acid, a period when
prices would reasonably be expected to increase. Overall apparent consumption of sulfanilic acid rose
from *** pounds in 1998 to *** pounds in 2000.” The fact that domestic and imported prices fell at the
same time that demand increased and that imports were increasing market share supports the view that
imports have significantly suppressed or depressed domestic prices and are likely to continue to do so.

We note that the industry was relatively healthy during much of the period examined. Capacity,
production, and net sales all increased during the period.” Employment indicators generally held steady,
and the industry’s productivity improved.” Although operating income improved between 1998 and
2000, there are signs of imminent difficulties for the industry. Operating income declined from *** in
interim 2000 to *** in interim 2001. Coinciding with the *** operating income in interim 2001, the
operating income margin also decreased significantly.”® The industry also saw declines in production
quantity, capacity utilization, and net sales.

8 Memorandum INV-Y-235, Nov. 13,2001, at 2; CR Table VII-1; PR Tables VII-1 - VII-2.
8 CR and PR Table C-1.
8 Memorandum INV-Y-235, Nov. 13,2001, at 2; CR Table VII-1; PR Tables VII-1 - VII-2.

% End of period inventories are projected to be *** pounds for 2001 and *** pounds in 2002. Memorandum
INV-Y-235, Nov. 13, 2001, at 2; CR Table VII-1; PR Tables VII-1 - VII-2.

* Additionally, pricing data contained in *** by Petitioner also indicate that subject imports from Hungary and
Portugal undersold the domestic like product in 2000 and 2001. CR and PR Table V-4.

°! We note that given the relatively stable product mix of subject imports from Hungary and Portugal over the
POI, average unit values are probative of the price trends for such imports.

2 CR and PR Table IV-1.
% CR at I1-3; PR at 11-2.
% CR and PR Table 11I-1

 CR and PR Table C-1. In any final phase of these investigations, we intend to look into the factors affecting
NFC’s cost of goods sold.

% CR and PR Table C-1. 14

14



The data available at this preliminary phase of the investigations indicate that the increasing
subject import volume and price suppressing or depressing effects likely will adversely impact the
domestic industry’s revenues and profitability. The increases in volume and market penetration of the
subject imports in the first six months of 2001 are particularly significant when considered in conjunction
with the *** in operating income during the interim period. It is likely that future increases in subject
import volume will be at the expense of shipments by the domestic producer, whose market share likely
will decline. Price depression or suppression by subject imports is also likely to further impact the
domestic industry.”

In sum, based on (1) the rapid increases in the volume and market share of the subject imports,
particularly at the end of the period examined, (2) excess subject production capacity and signs that the
United States is becoming a more significant market for the subject imports, (3) declining prices and
underselling by subject imports, and (4) the adverse trends in the condition of the domestic industry in
interim 2001, we find a reasonable indication that the domestic industry producing sulfanilic acid is
threatened with material injury by reason of subject imports from Hungary and Portugal.

CONCLUSION

For the foregoing reasons, we determine that there is a reasonable indication that the domestic
industry producing sulfanilic acid is threatened with material injury by reason of imports of sulfanilic
acid from Hungary that are allegedly subsidized and imports of sulfanilic acid from Hungary and
Portugal that are allegedly sold in the United States at less than fair value.

°7 We note Petitioner’s claim that global purchasing arrangements by Hungarian and Portuguese producers will
have a significant adverse effect on the domestic industry in the imminent future because global purchasers can use
purchases at one location to demand special treatment at another world location. We intend to investigate this issue
further, especially as it relates to pricing trends in the U.S. market, in any final phase of these investigations. NFC
Postconference Brief at 16-17. 15
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DISSENTING VIEWS OF COMMISSIONER DENNIS M. DEVANEY

Based on the record in these investigations, I find that there is no reasonable indication that an
industry in the United States is threatened with material injury by reason of imports of sulfanilic acid
from Hungary that are allegedly subsidized and sold in the United States at less than fair value
(“LTFV”). In addition, I find that there is reasonable indication that an industry in the United States is
threatened with material injury by reason of imports of sulfanilic acid from Portugal that are allegedly
sold in the United States at LTFV.

I dissent from the majority’s opinion as to cumulation and subject imports from Hungary. 1 join
sections I, IL, I, IV.A, and V of the majority’s views. [ also join the majority’s affirmative
determination with respect to subject imports from Portugal, although the data I use are slightly different,
yet the difference is arguably de minimus. I set forth my reasoning for my determines with respect to
Hungary and Portugal below.

I. CUMULATION FOR PURPOSES OF THREAT

Based on the record in the preliminary phase of these investigations, I do not exercise my
discretion to cumulate imports of sulfanilic acid from Hungary and Portugal. I find that there is an
insufficient overlap of competition between subject imports from Hungary and Portugal and the domestic
like product, therefore, I do not cumulate subject import for the preliminary phase of these investigations.

Although there is some fungibility and interchangeability between the different grades of
sulfanilic acid and the domestic like product, it is limited at best. Technical grade sulfanilic acid is used
to make refined sulfanilic acid, but technical grade is not usable in many of the applications that refined
grade is used due to the amount of impurities in technical grade.! Although there seems to be similar
geographic markets for the subject imports and the domestic like product, I find that the channels of
distribution are not so similar since there are different end users and uses for the different grades of
sulfanilic acid.” Before 2000, there was relatively little simultaneous presence in the market.> However,
it would be remiss to acknowledge that since 2000, the domestic like product and subject imports have
competed for market share in the United States. Considering all of the factors the Commission weighs
when cumulating imports, I do not exercise my discretion to cumulate imports of sulfanilic acid from
Hungary and Portugal.

II. NO REASONABLE INDICATION OF THREAT OF MATERIAL INJURY BY REASON
OF ALLEGEDLY SUBSIDIZED AND/OR LTFV IMPORTS

In making my determination, I have considered all factors that are relevant to these
investigations.

' Confidential Staff Report (CR) and Public Staff Report (PR), Table 1I-3, Quimigal Postconference brief at 3-7,
Clariant Postconference brief at 1.

>CRand PR at II-1.
* CR and PR Table IV-1 17
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A. HUNGARY

Based on the evidence in the record, I find that there is no reasonable indication that an industry
in the United States is threatened with material injury by reason of imports of sulfanilic acid from
Hungary that are allegedly subsidized and sold in the United States at LTFV.

Subject imports from Hungary were a very small portion of the U.S. market and their
contribution to the domestic industry’s injury is insignificant, at best. The volume of subject imports
from Hungary increased from *** in 1998 to *** in 2000.° The interim periods examined in these
investigations show that subject imports increased from *** in interim 2000 to *** in interim 2001.°
Subject imports’ share of apparent U.S. consumption rose from *** in 1998 to *** in 2000. Subject
import’s share was *** percent in interim 2001 compared to *** in interim 2000.® This indicated that
Hungary *** increased its exports to the United States. This supports my conclusion that subject imports
from Hungary will not increase in such quantities as to harm the domestic industry in the imminent
future.

Hungary’s capacity has remained constant over the period of investigation and in 2000 ***7
Hungary’s projected capacity also *** at *** pounds for 2001 and 2002.® Hungary’s production for
2000 was *** and its projected production for 2001 is *** and for 2002 is ***.° Also, Hungary has
indicated that it will not ***,'°

End of period inventories for 2000 were ***.'' The record supports the conclusion that *** 12

There is no indication that subject imports from Hungary have caused any price depression
and/or suppression. This is supported by the evidence that Hungarian producers are not shipping their
product into the United States in high volumes and have not had heavy market penetration over the
period. These low-volume imports have not captured a significant portion of the market share. In fact,
Hungarian producers have indicated that their main export market is ***, although they do export a very
small amount to the United States. While there is available capacity in Hungary, as well as inventories of
sulfanilic acid, both inventories and unused capacity projections do not indicate any significant increases
in the imminent future. It is unlikely that subject imports will enter the U.S. market at prices likely to
suppress or depress domestic prices to any significant degree.

In light of the stable capacity and production and the unlikelihood that subject import shipments
to the United States will increase, I find that there is no reasonable indication that an industry in the
United States is threatened with material injury by reason of imports of sulfanilic acid from Hungary that
are allegedly subsidized and sold in the United States at LTFV.

* CR and PR Tables IV-1 and C-1.

° CR and PR Tables IV-1 and C-1.

® CR and PR Table C-1.

" Memorandum INV-Y-235, Nov. 13, 2001, at 2; PR Table VII-1.
8 Memorandum INV-Y-235, Nov. 13, 2001, at 2; PR Table VII-1.
® Memorandum INV-Y-235, Nov. 13, 2001, at 2; PR Table VII-1.
' Memorandum INV-Y-235, Nov. 13, 2001, at 2; PR Table VII-1.
" Memorandum INV-Y-235, Nov. 13,2001, at 2; PR Table VII-1.

12 Memorandum INV-Y-235, Nov. 13, 2001, at 2; PR Table VII-1. 18
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B. PORTUGAL

Based on the relevant statutory factors and the evidence on the record, I find that there is
reasonable indication that the domestic industry is threatened with material injury by reason of imports of
sulfanilic acid from Portugal that are allegedly sold in the United States at LTFV. I determine that the
record data illustrates a significant rate of increase in the volume and market penetration of the subject
imports over the period examined, indicating the likelihood of substantially increased imports."

The volume of subject imports from Portugal increased from *** in 1998 to *** in 2000."* In the
interim periods examined in these investigations show that subject imports increased from *** in interim
2000 to *** in interim 2001." Subject imports’ share of apparent U.S. consumption rose from *** in
1998 to *** in 2000. Subject import’s share was *** percent in interim 2001 compared to *** in interim
2000, which shows that more subject imports entered in interim 2001 than entered during calendar year
2000."® As I stated above, these recent increases in volume and market penetration indicate subject
imports will continue to flood the U.S. market in the imminent future.

Portugal has steadily increased its capacity over the period of investigation and in 2000 *** !
Capacity increased from *** in interim 2000 to *** in interim 2001. Projected capacity for 2001 is ***
and for 2002 is ***.'® Portugal’s production for 2000 was *** and its projected production for 2001 is
**% and for 2002 is ***.'° Also, Portugal has indicated that it will *** 2

End of period inventories for 2000 were *** 2! The record supports the conclusion that *** 22

I join the majority in stating that pricing data are very limited in this phase of these
investigations. As the majority stated, we will seek more comprehensive pricing data in the final phase
of the investigations. The record indicates that price is a significant factor in purchasing decisions.?
However, the average unit value per pound of subject imports from Portugal decreased from *** in 1998
to *** in 2000 and was *** in interim 2001 compared to *** in interim 2000.*

Apparent consumption of sulfanilic acid rose from *** pounds in 1998 to *** pounds in 2000.*
This indicates a significant price suppression and depression and with projected exports to the United
States, this trend will continue.

The condition of the industry was relatively healthy in 1998 through 1999. It was not until the
influx of increasing volumes of subject imports that the industry took a downward turn. There has been a
steady increase in capacity, production, and sales during the period of investigation.”® Operating income
rose *** from 1998 to 2000, however, there was a significant decline in operating income between

" CR and PR Table IV-1.

'* CR and PR Tables 1V-1 and C-1.
'S CR and PR Tables IV-1 and C-1.
'® CR and PR Tables 1V-1 and 1V-3.
17CR Table VII-1; PR Table VII-2.
18 CR Table VII-1; PR Table VII-2.
!9 CR Table VII-1; PR Table VII-2.
20 CR Table VII-1; PR Table VII-2.
2 CR Table VII-1; PR Table VII-2.
22 CR Table VII-1; PR Table VII-2.
B CR at I-9 and 11-4; PR at 1-6-7 and 11-3.
 CR and PR Table IV-1.

 CR at II-3; PR at I1-2.

%6 CR and PR Table I1I-1 19
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interim 2000 and interim 2001.%7 Production quantity, capacity utilization, and net sales have declined
since 2000.%

The data indicate that the domestic industry will suffer adverse effects in terms of its revenues
and profitability. The increases in volume and market penetration of the subject import, along with the
price depression or suppression by subject imports will, in all likelihood, continue into the future.
Therefore, I find that there is reasonable indication that the domestic industry is threatened with material
injury by reason of imports of sulfanilic acid from Portugal that are allegedly sold in the United States at
LTFV.

III. CONCLUSION

For the foregoing reasons, I determine that there is no reasonable indication that an industry in
the United States is threatened with material injury by reason of imports of sulfanilic acid from Hungary
that are allegedly subsidized and sold in the United States at LTFV. In addition, I find that there is
reasonable indication that an industry in the United States is threatened with material injury by reason of
imports of sulfanilic acid from Portugal that are allegedly sold in the United States at LTFV.

?” CR and PR Table C-1.
2 CR and PR Table C-1. 20
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PART I: INTRODUCTION

BACKGROUND

These investigations result from a petition filed by Nation Ford Chemical Co. (NFC) of Fort
Mill, SC, on September 28, 2001, alleging that an industry in the United States is materially injured and
threatened with material injury by reason of subsidized and less-than-fair-value (LTFV) imports of
sulfanilic acid' from Hungary and LTFV imports of such product from Portugal. Information relating to
the background of the investigations is provided below.’

Date Action

September 28, 2001 . .. Petition filed with Commerce and the Commission;? institution of
Commission investigations (66 FR 51070, October 5, 2001)

October 18,2001 ..... Commission’s conference’

October 26, 2001 . . ... Commerce’s notices of initiation (66 FR 54214 (antidumping) and
66 FR 54229 (countervailing duty))

November 13, 2001 ... Commission’s vote

November 13, 2001 ... Commission determinations sent to Commerce

! For purposes of these investigations, sulfanilic acid is defined by Commerce as “all grades of sulfanilic acid,
which include technical (or crude) sulfanilic acid, refined (or purified) sulfanilic acid and sodium salt of sulfanilic
acid. Sulfanilic acid is a synthetic organic chemical produced from the direct sulfonation of aniline and sulfuric
acid. Sulfanilic acid is used as a raw material in the production of optical brighteners, food colors, specialty dyes
and concrete additives. The principal differences between the grades are the undesirable quantities of residual
aniline and alkali insoluble materials present in the sulfanilic acid. All grades are available as dry, free-flowing
powders. Technical sulfanilic acid, classifiable under subheading 2921.42.22 of the Harmonized Tariff Schedule
(HTS), contains 96 percent minimum sulfanilic acid, 1.0 percent maximum aniline, and 1.0 percent maximum alkali
insoluble materials. Refined sulfanilic acid, also classifiable under subheading 2921.42.22 of the HTS, contains 98
percent minimum sulfanilic acid, 0.5 percent maximum aniline and 0.25 percent maximum alkali insoluble
materials.

Sodium salt (sodium sulfanilate), classifiable under HTS subheading 2921.42.90, is a powder, granular or
crystalline material which contains 75 percent minimum equivalent sulfanilic acid, 0.5 percent maximum aniline
based on the equivalent sulfanilic acid content, and 0.25 percent maximum alkali insoluble materials based on the
equivalent sulfanilic acid content.” (66 FR 54214, October 26, 2001). Sulfanilic acid has a normal trade relations
tariff rate of 0.7 cent/kg + 10.2 percent ad valorem, applicable to imports from Hungary and Portugal; this rate also
applies to sodium sulfanilate.

2 Federal Register notices cited in the tabulation are presented in app. A.

3 Commerce initiated an investigation of the following program alleged in the petition to have provided a
countervailable subsidy to producers and exporters of the subject merchandise in Hungary: Forgiveness of
environmental liabilities. See, app. A, 66 FR 54229. With respect to the antidumping investigations, petitioner’s
calculated estimated dumping margins, as adjusted by Commerce, ranged from 43.52 to 45.14 percent for Hungary.
For Portugal, the petitioner’s calculated estimated dumping margin, as adjusted by Commerce, was 91.82 percent.
See, app. A, 66 FR 54214.

4 A list of witnesses appearing at the conference is presented in app. B. I-1
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SUMMARY DATA

A summary of data collected in these investigations is presented in appendix C, table C-1.
Except as noted, U.S. industry data are based on questionnaire responses of the one firm that accounted
for all U.S. production of sulfanilic acid during 1998-June 2001. U.S. imports are based on official
statistics for technical and refined sulfanilic acid plus importer questionnaire responses for imports of
sodium sulfanilate.

PREVIOUS INVESTIGATIONS CONCERNING SULFANILIC ACID

The Commission has previously conducted investigations concerning imports of sulfanilic acid
from China, Hungary, and India. The Commission completed its original investigation concerning China
in August 1992, determining that an industry in the United States was threatened with material injury by
reason of imports of sulfanilic acid from China that Commerce determined to be sold at LTFV.?
Subsequently, in February 1993, the Commission found that an industry in the United States was
threatened with material injury by reason of imports of sulfanilic acid from India that Commerce found to
be both subsidized and sold at LTFV.® At the same time, the Commission found that an industry in the
United States was not materially injured by reason of imports of sulfanilic acid from Hungary that
Commerce found to be sold at LTFV.” ® As a result of the Commission’s determinations in the
aforementioned investigations, Commerce issued an antidumping order on imports of sulfanilic acid from
China’ and issued countervailing duty and antidumping duty orders on such imports from India.'® In May
2000, the Commission completed reviews of these orders and determined that their revocation would be
likely to lead to continuation or recurrence of material injury to an industry in the United States within a
reasonably foreseeable time.!!

357 FR 37556, August 19, 1992. The Commission further determined that it would not have found material
injury but for the suspension of liquidation of entries of the merchandise under investigation. Sulfanilic Acid from
the People’s Republic of China, Inv. No. 731-TA-538 (Final), USITC Pub. 2542 (August 1992), p. 3.

¢ 58 FR 11246, February 24, 1993. The Commission also determined for both the countervailing and
antidumping duty investigations that it would not have found material injury but for the suspension of liquidation of
entries of the merchandise under investigation. Sulfanilic Acid from Hungary and India, Invs. Nos. 701-TA-318
(Final) and 731-TA-560 and 561 (Final), USITC Pub. 2603 (February 1993), pp. 3-4.

758 FR 11246, February 24, 1993. The petitioner challenged the Commission’s final negative determination
regarding Hungary. The CIT remanded the matter to the Commission for reconsideration and clarification of its
views. 848 F. Supp. 204 (1994). On remand, the Commission reached a negative determination for Hungary,
which the CIT affirmed on June 14, 1994.

? In all of the investigations concerning sulfanilic acid, the petitioner was R-M Industries, Inc., the predecessor
firm to NFC. Additionally, in each of the investigations, the Commission defined the domestic like product as all

forms of sulfanilic acid, including technical grade sulfanilic acid, refined grade sulfanilic acid, and sodium
sulfanilate.

® 57 FR 37524, August 19, 1992.

1958 FR 12026, March 2, 1993 (countervailing duty order) and 58 FR 12025, March 2, 1993 (antidumping duty
order).

165 FR 34232, May 26, 2000. Commerce found the following margins (in percent) would likely prevail should
the orders have been revoked: China (antidumping)-Sinochem Hebei, 19.14 and all others, 85.20; India
(antidumping)-all manufacturers, producers, and exporters, 114.80 and India (countervailing), 43.71. 65 FR 6156,
February 8, 2000, and 65 FR 18070, April 6, 2000. -2
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THE SUBJECT PRODUCT
As noted on page I-1, the imported product subject to these investigations is defined as:

Sulfanilic acid is all grades of sulfanilic acid, which include technical (or crude)
sulfanilic acid, refined (or purified) sulfanilic acid and sodium salt of sulfanilic acid.
Sulfanilic acid is a synthetic organic chemical produced from the direct sulfonation of
aniline and sulfuric acid. Sulfanilic acid is used as a raw material in the production of
optical brighteners, food colors, specialty dyes and concrete additives. The principal
differences between the grades are the undesirable quantities of residual aniline and
alkali insoluble materials present in the sulfanilic acid. All grades are available as dry,
free-flowing powders.?

The Commission’s determination regarding the appropriate domestic products that are “like” the
subject imported products is based on a number of factors including (1) physical characteristics and uses;
(2) common manufacturing facilities and production employees; (3) interchangeability; (4) customer and
producer perceptions; (5) channels of distribution; and, where appropriate, (6) price.

Physical Characteristics and Uses

Sulfanilic acid (not including sodium sulfanilate) is produced in two grades, namely technical (or
crude) sulfanilic acid and refined (or pure) sulfanilic acid."” In contrast, sodium sulfanilate (the
monosodium salt of sulfanilic acid) is produced and sold only as one grade.' In solid form, the technical
and refined grades of sulfanilic acid and sodium sulfanilate are all gray-white to white crystalline
powders."

Sulfanilic acid is used to produce optical brightening agents, food colorants and other synthetic
organic dyes, and certain concrete additives. The form of sulfanilic acid used by the end user, however,
depends on both the product being produced and the production process. In most cases, optical
brighteners and food colors are produced with pure product (either refined sulfanilic acid or sodium
sulfanilate). Optical brighteners, particularly paper brighteners, constitute the largest single end use for
refined sulfanilic acid and sodium sulfanilate. Technical grade sulfanilic acid is used principally as a raw
material for refined sulfanilic acid and sodium sulfanilate, as well as in the production of certain
specialty synthetic organic dyes and special concretes.

1266 FR 54214 and 54229, October 26, 2001.

13 Technical grade sulfanilic acid is 96 percent pure and refined sulfanilic acid is 98 percent pure. Petition, vol. I,
p- 13.

14 Sodium sulfanilate, which is 99 percent pure, contains 75 percent minimum equivalent sulfanilic acid.
Interview with *** NFC, October 25, 2001; petition, vol. I, p. 13.

15 Technical and refined acids are always sold as solids; although some sodium sulfanilate is shipped in the solid
form, much is shipped by the domestic producer to its customers as a 30 percent salt solution. Conference
transcript, p. 24; petitioner postconference brief, app. 1, p. 2. L3
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The imported Portuguese product is available only as refined sulfanilic acid.®* With respect to
the Hungarian product, both the petitioner and importer Clariant state that the product sold in the United
States is refined sulfanilic acid,'” although the Hungarian producer may also produce the sodium salt.'®

Manufacturing Facilities and Production Employees

Sulfanilic acid is made by reacting two basic chemicals, aniline and sulfuric acid. Process
technology has changed since it was first produced in the early 1900s, largely due to improvements in
process efficiencies that resulted in a higher overall yield from the reaction or a higher product purity.

According to petitioner, both it and the Portugese producer use similar manufacturing
processes.’* Two chemicals, aniline and sulfuric acid, are mixed in a closed reactor to form an
intermediate product, aniline hydrogen sulfate. The intermediate product is then heated or “baked” to
form technical sulfanilic acid, which the domestic producer either sells in this state, or uses to produce
sodium sulfanilate or refined acid. NFC produces sodium sulfanilate by the addition of sodium
hydroxide to a water solution of the technical grade acid. It produces refined sulfanilic acid by
dissolving the technical grade acid in hot water and then recrystallizing, filtering, and drying.”° Petitioner
states that process improvements in domestic facilities, such as a new refined acid operations in the mid
1990s and the purchase and relocation of a previously-used continuous reactor system to produce
technical acid in the late 1990s, have proven to be very efficient and cost effective.”’

Petitioner produces and sells technical grade sulfanilic acid, refined sulfanilic acid, and sodium
sulfanilate. Technical grade sulfanilic acid is packaged and sold or used as an input to produce refined
sulfanilic acid and sodium sulfanilate. Both refined sulfanilic acid and the sodium salt are produced in
the same building but on separate production equipment and each uses technical sulfanilic acid as the
basic raw material.?> Petitioner reports some interchangeability in employees between the different
forms of sulfanilic acid, with technical acid workers assisting in the production of refined acid when not
operating the technical equipment. Petitioner also states that “the refined acid and salt equipment are
interchangeable and the operators can work both production units.”” Equipment and employees used to
produce sulfanilic acid are also used to produce ***.*

16 Clariant Corp. (Clariant) postconference brief, p. 12; petitioner postconference brief, app. 1, pp. 2 and 6.
"d.

18 Interview with ***, ***  [g

19 Petition, vol. II, p. 4.

» Refined sulfanilic acid can also be produced by re-acidification of a sodium sulfanilate solution, although this

additional step results in a wastewater stream that is difficult to treat and petitioner discontinued this method in the
early 1990s. Petition, vol. I, pp. 15-16.

2 Interview with ***, NFC, on October 16, 2001; petition, vol. I, pp. 16-17. NFC bought the technical acid
production plant from Zeneca Ltd., a UK firm that made technical acid in France, and relocated the plant to the
United States. Id.

2 Conference transcript, p. 19. Technical grade sulfanilic acid is produced in a separate building. Id.

3 Petitioner postconference brief, app 1, p. 7 (flowchart). Petitioner states that it has excess capacity to produce
the technical sulfanilic acid; therefore it produces the technical sulfanilic acid for about 2-week intervals and then
the technical acid operators assist in the production of refined sulfanilic acid. Likewise, large extra capacity to
produce sodium sulfanilate allows those workers to assist in the production of refined sulfanilic acid. Petitioner
postconference brief, app. 1, p. 5.

%' NFC questionnaire, p. 4; interview with *** NFC, on October 16, 2001. -4
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The Portuguese production plant is quite modern, having been brought on line in 1999, and was
designed to produce only refined sulfanilic acid.*® The Portuguese production process is similar to the
domestic process except that, whereas the domestic producer uses one facility to produce the technical
acid and a second facility to purify the technical grade into refined sulfanilic acid, the Portuguese
producer uses a continuous process in a single reaction vessel to produce refined sulfanilic acid from the
starting materials.”

According to the petitioner, the Hungarian sulfanilic acid is produced using technology where
aniline and sulfuric acid are reacted in an organic solvent phase. After the reaction, the crude mixture of
sulfanilic acid is neutralized and water is added to form a proprietary water-soluble salt. With the
addition of the water, the mixture separates into two “phases”—an organic solvent phase and a water
phase. The salt of sulfanilic acid is removed with the water phase and ultimately re-acidified and
converted into refined sulfanilic acid.”” According to petitioner, such a process is not economically
viable and results in a waste stream that would be very costly to treat.*

Regardless of the production process used, after the desired product is isolated and/or purified, it
is packaged to suit the needs of the customer. According to the petitioner, domestic refined and technical
sulfanilic acid and imported refined sulfanilic acid are available in either paper or poly bags of 25
kilograms each, or larger bulk bags of 500 to 1,000 kilograms.?® Sodium sulfanilate may be sold as a
powder and packaged similar to the acid; however, petitioner’s sales to two big optical brightener
customers are as a solution that is approximately 30 percent sulfanilic acid by weight and shipped in tank
trucks or tank cars.*

Interchangeability and Customer and Producer Perceptions

The petitioner states that “all forms of sulfanilic acid are interchangeable with all other forms
because they all provide the same molecular building block in producing food colors, brighteners, and
concrete additives, which are the primary markets for sulfanilic acid.”®! Refined sulfanilic acid can
always be used instead of the technical grade,*? but the reverse is not true since some users (e.g., food
color producers and optical brightener producers) require the higher purity of the refined sulfanilic acid
or sodium sulfanilate. Petitioner states that refined sulfanilic acid and sodium sulfanilate are
interchangeable since they are both used to produce the same products--optical brighteners and food
colors--although the specific production process used by each firm will determine whether it uses the

¥ Quimigal de Portugal, S. A. (Quimigal) postconference brief, p. 9; conference transcript, p. 32; petition, vol. II,
p- 4

% Conference transcript, pp. 19 and 32; petitioner postconference brief; app. 1, pp. 5-6.

7 Petition, vol. I11, p. 3; petitioner postconference brief, app. 2, pp. 1-2; interview with *** NFC, on October 16,
2001.

% Petition, vol. III, p. 3.

® Petitioner postconference brief, app. 1, p. 2; interview with ***, NFC, on October 16, 2001. About ***
percent of NFC’s shipments are in the bulk form, which is two 500 kilogram bags per pallet. Id.

30 Conference transcript, p. 24; petitioner postconference brief, app. 1, p. 2; interview with ***, NFC, on October
16, 2001.

3! Conference transcript, p. 9.

32 Petitioner states that customers specify whether they want the salt or the “free acid” forms of sulfanilic acid
(the term “free acid” is reportedly used to distinguish the acid form, whether refined or technical, from the salt
form). However, petitioner says that customers do not care whether the free acid is technical or refined, they simply
require that the free acid meets their specifications. Petitioner postconference brief; pp. 2-3. I-5
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refined acid or the salt. However, petitioner points out that “one of the largest producers of brighteners
in the United States changed from using refined acid produced in Japan to the domestic salt in 1990 when
the availability of the refined acid from Japan was reduced™? and therefore, although current operating
process may be an obstacle to interchangeability between the refined acid and the salt, it is an obstacle
that can be overcome if the price difference is sufficient.**

Quimigal argues that there are differences among the three forms of sulfanilic acid and these
limit the uses to which they can be applied.®> Quimigal bases its argument on the fact that the technical
grade product has a higher level of impurities than the refined grade product, thereby making it an
impractical substitute for refined grade in the production of optical brighteners, food colors, or specialty
dyes. Additionally, Quimigal argues that physical differences limit interchangeability between the
sodium sulfanilate and refined sulfanilic acid.*

Clariant, an importer and end user of both Portuguese and Hungarian product, states that the
production method it uses in producing optical brighteners used in the textile and paper industries
requires the input of the refined sulfanilic acid, wh<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>