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UNITED STATES TARIFF COMMISSION
Washington, D.C.

"October 19, 1973
[AA1921-127]
ELEMENTAL SULFUR FROM CANADA

Determination of Likelihood of Injury *

On July 20 1973 the Tariff Commis31on recelved advice from the
Treasury Department that elemental sulphur (also spelled sulfur) from
" Canada is being, or-is llkely to be, sold in the United States at ‘less
than fair walue w1tnin the meaning of the Antidumping Act, 1921 ‘as -
iamended.l In accordance with the requirements ‘of section 201(a) of the
Antidumping Act (19 U.S.C. 160(a)), the‘Tariff Commission instituted
investigation No. AA1921-127 to determine whether an industry in the
United States is being or is likely to be injured, or is prevented from
being_established,.by reason»of the inportation:of such merchandise
into the United States.

A public hearing was held September 25-27 and October 1, 1973.
Notice of the inVestigation and hearing was published in the Federal
Register of July 31, 1973 (38 F.R. 20381).

In arriving at a determination in‘this case, the Commission gave
.due consideration to all written submissions from‘interested parties,
evidence adduced at the hearing, and all factual information obtained
by the Commission's staff from questiénnaires, ﬁersonal interviews,

and other sources.



On the basis of the invebtigétion, the CommisQion hés determined
by a vote of 3 to 2 }J that an.industry in the United States is likely
to be inju;ed~by reason of the importation of elemental sulfur from
Canadq_g/ that is being, or is likely to be, sold at less than fair

. value within the meaning of the Antidumping Act, 1921, as amended.

1/ Chairman Bedell, Vice Chairman Parker, and Commissioner Moore
determined in the affirmative; Commissioners Young and Ablondi deter-
mined in the negative. Commigssioner Leonard did not participate in
the decision.
, 2/ The finding of Chairman Bedell, Vice Chairman Parker, and

" Commissioner Moore does not apply to imports of sulfur produced and
sold by Texasgulf, Inc. and Canadian Occidental Petroleum, Ltd.,
which were excluded by the Tre¢asury Department from its determination
of sales at less than fair value (38 F.R. 19844).



Statement of Reasons for Affirmative Determination of
Chairman Bedell, Vice Chairman Parker,
and Commissioner Moore

In our opinion, an industry in the United States is likely to be
injured by reason of the impor;ation of elemental sulfur from Canada
which is being, or is likely to be, sold at less than fair value (LTFV)
within the meaning of the Antidumping Act, 1921, as améndedf“-In making
our determination we have considered the industry to consist of those
domestic facilities of U.S. producefs devoted to the mining and recovery
of sulfur. Sulfur minéd by the Frasch hot-water mining éroqéss (Frasch
sulfur) is produced by five companies at 12 sites in Texas and Louisiana.
Sulfur is recovered from natural gas and crude petroleum by about 55
companies at 115 plants in 25 States.

The Commission's investigation has revealed that the LTFV sales of
" Canadian sulfur and the likelihood of future LTFV sales have contributed
to the general depression of prices and to market disruption in the U.S.
regional market where such merchandise has been concentrated. This
depression and disruption has generated a pronounced threat to the

economic well-being of the U.S. sulfur-producing industry.

The state of the domestic industry

In their decision in an investigation fegarding elemental sulfur
from Mexico in May 1972, ail Commissioners agreed that '"the market for
sulfur is currently glutted and prospects are for still additional
amounts to enter the market." and that '"the U.S. sulfur industry is

clearly undergoing a transition of far-reaching consequences, and one



in which the Frasch-sulfur producers are the most vulnerable." 1/
Commissioners Leonard and Young, who commented in detail on the eco-
nomic conditions confronting the U.S. industry, concluded as follows:
Thus, the stage is set for violent downward price
competition: (1) a general oversupply; (2) the entry
of a large number of sellers into the market place for
whom sulfur is a coproduct, byproduct, or waste prod-
uct; (3) a small number of sophisticated purchasers;
(4) a homogeneous product; and (5) a general industry
practice that each seller meet lower offers by compet-
itors or forfeit the opportunity to sell the entire
tonnage involved. 2/
Generally we find that these conditions still prevail.

Production of Canadian recovered sulfur increased to 6.8 million
tons in 1972 from 4.7 million tons the year before. Such sulfur is
recovered in molten form and is ready to be shipped, but Canadian pro-
ducers are unable to find markets for most of it. Almost any "net
back," 3/ even one as low as 75 cents per ton (roughly one-seventh of
the current f.o.b. Alberta price), then, is preferable to adding cur-
rent production to the vast stockpiles already dotting western Canada.
These stockpiles alone contain enough sulfur to supply U.S. consumption
for an entire year.

The oversupply of sulfur and the mechanics of the Canadian sulfur-

recovery operations foreshadow two adverse consequences for U.S. sulfur

producers. First, in the short run, the incentive exists for the

1/ Elemental Sulfur From Mexico, Investigation No. AA1921-92, TC Pub-
lication 484, pp. 4 and 10.

2/ Ibid., p. 11.

3/ In sulfur trade terminology, 'met back" refers to the actual
return accruing to a producer, at the point of production after all
.distribution and transportation costs have been deducted from the

delivered price.




Canadian producer to dispose of his recovered. sulfur while it is still
in the molten form to nearby U.S. markets,.and.to accept virtually any
price which exceeds transportation costs; second, in the long run, the
Canadian stockpiles retard price increases since the stockpiles become
economically available as soon as U.S. market prices offset the addi-

tional melting costs.

The primary marketplace considered

Because sulfur is a high-weight and low-value commodity, available
transportation and freight-rate differéntials tend to divide the United
States into several regional market areas. Each region has certain
unique characteristics but, to some extent, price activity in one
domestic market area has an impact on prices in other domestic market
areas. The Commission investigated éach of the important areas ané
found that the bulk of Canadian sulfur enters the North Central Stétes
(known in the trade as the up-river market), penetrating as far south
as rail rates permit, i.e., to St. Louis, Mo., and Cincinnati, Ohio.
Our determination herein is based on a detailed examination of condi-
tions prevailing in the up-river market, where some 10 to 15 percent
of U.S. sulfur consumption occurs.

The net back price for Canadian:recqvered sulfur has for some
years been significantly less than the net back for U.S. Frasch sulfur
produéers. Not all Canadian sulfur was found to be sold at LTFV, but
not every sale of imported sulfur was investigated. Eight? percent of

the LTFV sales which occurred during‘the period of investigation, like



imports of Caradian sulfur inh general, were concentrated in the up

river market.

Price depression and suppression

A comparison.of net backs for U.S. Frasch sulfur sold in each of
the major U.S. market areas indicates £hat net- backs on sales in the
up-river market have been lowér than those in other market afeas. In
1972, for example, net backs in the up-river market area were about $4
per ton less than in the westefn gulf market area. Since the largest
shipments of U.S. recovered sulfur center in the western-gulf area, we
are of the opinion that it was not competition with U.S. récovered
sulfur that depressed returns in the up-river market; but rather
'Canadian sulfur.

We believe, based on evidence available to the Commission; that
during the last 4 years price leadérship in the up-river market gen-
erally rested with one or more sellers of Cdnadian sulfur. For
ekample,‘three of the sellérs on which data were collected were later
identified by the Department of the Treasury-as having sold at LTFV
during the period of fair value comparisons. Also, in 1971 the lowest
price to an important buyer in the Detroit/Kalamazoo area, and in' 1972
the lowest price to an important clstomer in Chicago, were quoted by &

'supblier with access to substantial quantities of Canadian recovered
sulfur. In the first instance the price quoted was nearly $3 per ton
less than that of U.S. Frasch sulfur sold to the same customer, and in
the other, $1 per ton less than the price of U.S. recovered sulfur

sold to the same customer. Furthermore, the Canadian sulfur,; which



was then imporfed"and sold at less than fair value,ipermitﬁedvthe
seller to fulfill his contract. “Without Tesort to the Canadian supply,

the tonnage would have been furnished by a domestic sulfur producer.

Market penetration’ R S ‘ . N

~ Market penétfation by the class or kind of ‘merchandise détermined
by the Department of the Treasury to.be sold at LTFV has ‘traditiorally
been cited as evidence of injury in antidumping casés. In cases: .
involving sulfur, hcwevef, the market penetration test is less signif-
jcant since the "meet or réléasef‘claucéé prevalent in sulfur purchase
contracts méy be triggered by competing offers, thereby depréssing
general pricé levels without excessive quantities of LTFV imports
actuall§ entering. But, in any case, since 1968 Canadian sulfur has
supplied about 10 percent of toEal"U.SJ'conéumﬁtion;' In’ thé up-river
market, it has accounted for about 50 percent of consumption. Assuming
that the share of total sales made at LTFV disclosed by Treasury's
sample is representative of recent sulfur imports from Canada, LTFV
sales amount to almost 8 percent of sulfur consumed in the up-~river
area. Such market penetration, when viewed in the light of the special
price sensitivity now characteristic of the sulfur market and the
potential threat of the spread of LTFV sales, creates a posture of

peril for U.S. producers. This threat has already been manifested in



thefcldsing‘of.pneAof-the'latgest,barge-termina}siused&;gzstope;an@u

‘distribute sulfur ‘to up=riyver.customers. -

Conclusion

The sale of LTFV sulfur from Canada is a signifigantﬂfpc;oypggp-
ntnibuting-to;price-depressioqfaqumarket instability in ;ﬁe,Ugigéé‘
‘States.. The fact that the U.S. induétry,éaybbe faced withKQigginlties
apart from those associated with LTFV imports gpeg.not obscg;g‘tbg.

‘significant causal connection between the specific injury manifesta-

-«tiomns Quﬁlined above showing thenlikelihoqd,ofjﬁg;pre,injp;y,‘agd,ghe
LTFV .imports. , Accordingly, w%_determine phag%jwithiﬁ tpg mgaq}qgfgf
the,AntidumpinguAct,:l921,;as?amepded, an ;ndusgryhis\likglylggwpgf
injured. by reason of the.impoéqgtion of sulfqr.frqm:Can§Qa thaFLis’

; /being, or;isjlikely,to,be,isqlduat;}eSS«than,fgir value. .



Statement of Reasons for Negative Determination of -
Commissioners Young and Ablondi

In our opinion no industry in the United States is being injured
or is likely to be injured by reason of the importation of eleméntal
sulfur from Canada which is being sold at less than fair value (LTFV)
within the meaning of the Antidumping Act of 1921, as amended, 0ﬁ£A
negative opinion is based on the lack of the necessary causal connéc—
‘tion between the continued depressed economic conditions existing in
the U.S. sulfur industry and the inconsequential and isolated salgs of
Canadian sulfur at LTFV. Evidence developed in ;his investigation

indicates that the world oversupply noted in Investigation No. AA1921-

92, Elemental Sulfur From Mexico, continues.

Extent of LTFV sales

This case requires comparison with the Commission's 1972 investi-
gation of elemental sulfur, previously cited. First, the tonnage
found sold at LTFV was smaller (15 percent in this case contrasted
with 98 percent in the Mexican case), both in absolute terms and as a
percent of total imports of such merchandise from the country involved.
On an average dollar-per-ton basis, the margins 1/ found in LTFV salés
of Canadian sulfur were less than one-third of those found in the
Mexican investigation. While Mexican sulfur was imported by ocean

tankers and entered predominantly at Tampa, Fla., and a few east coast

1/ The term "margin'" connotes the difference between the Canadian
market price (f.o.b. plant) and the price for which the imported prod-
uct was sold (f.o.b. plant) to an arm's length buyer, or the equiva-
lent, for export to the United States.
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'porté, Canadian sulfur is shipped to the United étates.by rail and over
70 percent is sold in a ten-State midwest area (referred to in the
trade as the up-river market). Finally, in the Mexican case, tﬁe two
exporters of sulfur to the United States cduld'not have been unaware
that the home market price, which in effect had been set by the
Government, had been unchanged since 1955, while the price of sulfur
exported to the United States varied extensively and trénded down
sharply during the period 1969-71. 1In the instant case the large num-
ber of sellers of Canadian sulfur.were not guided by Governmgnt posted
prices as weré exporters in the Mexicap‘case, and therefore, LTFV
sales appear to have been largély unintentional, certainly not preda-
tory.

if any injury to U.S. producers "by reason of'" LTFV sales exists,
it would légicélly be found in the up-river market. Similarly, if no
injury "by reason of'" LTFV sales exists in the up-river market, it is
virtually certain that it would not be found in any other market or the
national market as a whole. Tﬁe Antidumping Act requires that causa-
tion between injury and sales at less than fair Qalue must at least be

identifiable. This causation is not present in this case.

Market penetration

During 1970-72, estimated sulfur consumption in the up-river mar-
ket declined from 1,076 thousand tons ip 1970 to 1,014 thousand tons
in 1971, then rose to 1,202 thousand tons in 1972. During this period,
Canadian sulfur's share of this market declined from about two-thirds

in 1970 to one-half in 1972, whereas the share held by U.S. recovered
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sulfur rose from.one-tenth in 1970:co Qnleifth in 1972. Frasch sulfur
maintained its one-quarter share of this market. K Therefore, there was
no overall displacement of domestic sulfur in the up-river market as

the result of LTFV sales.

Price depression

A  The:priqe,depresgion_whiph hagiqgcurred in.ghe upfriver_markgt ;s
caused:by'ap ovep;upply, ;ngluding aisignificanpuCapgdign'pprﬁipn:
thereof, not by sales of Canadian sulfur at‘LTFV,_whiqh.we§§,limi;g§‘h
and scattered. Only about 15 percent dfvthe tgnnagg.pf Qgggdign sul-.
fur samplgd,by Trgasury'wgswfqupd to be sold at LTFY. _Ibosg;pgrgipg
which were found. to gxistaaveraged lgs§vthan %2 pe;_ton.‘_;n;cqntrast,
prices in the(up7riyer‘market declined from about $50 in'm%df1968‘to_
about .$28 in. early 1970, then reached a,low:of.SQZAin:Januggijuqe _
1973. This decline is of the same magpiggde as p;iqg dec;inggfipiothgr
regional markets (e.g., Tampa and the western gulf) where no Canadian
sulfur was sold. Based on information obtained from the inVééfféatibh,
.thé iTFV éaléé-of éanédiéh&gﬁlfﬁr did ndt’ﬂhderééil'domésfic'rééovered
suifuf in Eﬁé:uﬁ;river:mérkét‘&ufing'the périodtdf Treasurf'é'inveéfi—
gation, except”ih'oﬁé‘peéﬁliaf.ihstaﬁcé; 1/:JSincé‘1971,\tﬁé evidence
available to the Commission indicates that underselling "by reason of"

LTFV sales has not occurred. Finally, it does not appear that the

!J In one instance the price of Canadian sulfur quoted was nearly $1
per ton less than the price of U.S. recovered sulfur sold to the same
customer. The Canadian sulfur, which was then imported and sold at
less than fair value, enabled the seller to fulfill his contract.
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small tonnage of LTFV imports in the already oversupplied up-river

market has had a tendency to further dépress prices.

Likelihood of injury

With regard to a likelihood of injury, as noted above only small
quantities of LTFV sulfur were sold in the up-river markét,féndfat
least part of theése sales were accidentally at LTFV. Morecver, there
is an incfeésiné tendency on the part of Canadian produCers to quote
sulfur prices "f.o.b. Aibéréa," both in the home market and the United
States without discrimination. Selling on this basis to customers
both in the home market'and in the United States should eliminate’
sales at LTFV. Furthérmore, sulfur is a high-weight low-value commod-
ity and fransportation éoét'éccounté'for a significant component of
its delivered cost making it unlikely that Canadian sulfur will find

additional markets in .the United States.

Conclusion .

All of the evidence secured in this investigation belies a finding

that an industry is being or is likely to be injured by reason of the

importation of sulfur from Canada at less than fair value.



