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UNITED STATES INTERNATIONAL TRADE COMMISSION
' Washington, D.C.

[AA1921-Inq.-7] ' October 13, 1977
METHYL ALCOHOL FROM BRAZIL

Commission Determines 'No Reasonable Indication of Injury"

On September 13, 1977, the United States International Trade
Commission received advice from the Department of the Treasury that, in
accordance with section 201(c) (1) of the Antidumping Act of 1921, as
amended, an antidumping investigation was being initiated with respect
to methyl alcohol from Brazil, and that, pursuant to section 201(c)(2)
of the act, information developed during Treasury's preliminary investigation
led to the conclusion that there is substantial doubt that an industry in
the United States is being or is likely to be injured, or is prevented
from being established, by reason of the importation of such methyl
alcohol into the United States from Brazil. Accordingly, the Commission
on September 19, 1977, instituted inquiry AA1921-Inq.-7 under section
201(c)(2) of the act to determine whether there is no reasonable indica-
tion that an industry in the United States is being or is likely to be
injured, or is prevented from being established, by reason of the
importation of such merchandise into the United Stafes.

A public hearing was held on October 3, 1977, in Houston, Texas.
Public notice both of the institution of the inquiry and of the hearing
was duly given by posting copies of the notice at the Secretary's Office

in the Commission in Washington, D.C., and at the Commission's Office



in New York City, and by publishing the original notice in the Federal
Register on September 26, 1977 (42 F.R. 48942). |

The: Treasury instituted its investigation after receiving a properly
filed complaint on August 11, 1977, from the Celanese Corp., New York, N.Y.

The Treasury's notice of its antidumping proceeding was published in the

Federal Register of September 16, 1977 (42 F.R. 46626).

| :On_the basis of information developed during the course of this
inquiry the Commission (Chairman Minchew, Vice Chairman Parker, and
Commissioners Moore, Bedell, and Ablondi) determines that there is nb
reasonable indication that an industry in the United States is being or

is likely to be ihjured, or is prevented from being established, by reason
of the imporfation of methyl alcohol into the United States from Brazil
allegedly sold at less than fair value as indicated by the Department of

the Treasury.



" Statement of Reasons of
Vice Chairman Joseph O. Parker and Commissioners
George M. Moore, Catherine Bedell and Italo H. Ablondi

On September 13, 1977, the United States International Trade Commission received
advice from the Departmeﬁt of the Treasury that during the course of a preliminary
investigation with respeét to methyl alcohol from Brazil, Treasury had concluded
from the information available to it "that there is substantial doubt that an industry
in the United States is being, or is likely to be injured, or is prevented from
being established, by reason of the importation of this merchandise into the United
States." Acting upon this advice, the Commission, on September 19, 1977,
instituted inquiry No. AA1921¥Inq.~7 under section 201(c)(2) of the Antidumping Act,
1921, as amended, to determine whether there is no reasonable indication that an
industry in the United States is being or is likely to be injured, or is prevented
from being established, by reason of the importation of such merchandise into the

United States.

Determination

On the basis of information developed during the course of this inquiry, we
determine that there is no reasonable indication that an industry in the United
States is being or is likely to be injured, or is prevented from being established, 1/
by reason of the importation of methyl alcohol into the United States from Brazil
allegedly sold at less than fair value as indicated by the Department of the

Treasury.

1/ Prevention of establishment of an industry in this inquiry is not in question
and will not be discussed further in these views.



Discussion

The 1egislative intent in the enactment of section 201(c)(2) of the Antidumping
Act, 1921, as amended, is "to eliminate unnecessary and costly investigations which
are an administrative burden and an impediment to trade.'" 1/ This intent is
effectuatéd ﬁhEn the Commission determines,pursuant to section 201(c)(2), that "there
is no reasonable indication that a domestic industry is being or is likely to be
injured" ﬁy reason of the subject imports, thereby eliminating an unnecessary, costly,
and burdensome investigation. Although the quantum of proof required in inquiries
under section 201(c)(2) is less than that required in a full investigation under
section 201(a) of the Antidumping Act, 1921, as amended, the information obtained in
this inquiry requires‘a finding that there is no reasonable indication that an
industry in the United States is being or is likely to be injured by reason of the
importation of methyl alcohol into the United States from Brazil allegedly sold
at less than fair value as indicated by the Department of the Treasury.

The antidumping complaint filed with the Department of the Treasury was based
on allegations with respect to a quantity of methyl alcohol from Brazil which had
been contracted for but not delivered. Although there were no imports of methyl
alcohol from Brazil at any time during the period January '1972-July 1977, one
shipment--amounting to 5,188 metric tons--was receivedABy Mitsui and Co. at
Houston, Tex., on September 20, 1977. The entire shipment waé resold by Mitsui to
a U.S. purchaser at prices comparable with those received by U.S. producers on their
domestic sales of methyl alcohol. On October 1, 1977, at approximately the time the
shipment of methyl alcohol from Brazil was received and resold, the complainant

increased its standard price for methyl alcohol by approkimately'S percent.

1/ See S. Rept. No. 93-1298, 93d Cong., 2d sess., p'"171, of the Committee on
Finance of the United States Senate,whlch accompanled H.R. 10710, the bill which
became the Trade Act of 1974



The September 1977 shipment‘ of Brazilian methyl alcohol fulfilled the
only contract known to exist ﬁetween any potential U.S. purchaser and any
potential Brazilian supplier of methyl alcohol. The priceé that Brazilian
producers of methyl alcohol can receive in their home market appear to be
substantially higher than prices they can receive on sales to the United
States which, in the abéence of a surplus supply, would deter exports to the
United States. Demand for methyl alcohol in Brazil is also increasing. In
addition, it should be noted that the United States has been a net exporter
of methyl alcohol to Brazil; in 1976, U.S. exports to Brazil amounted to
13,000 metric tons. Furthermore, U.S. imports from Canada are far larger
than the total Brazilian potential for export and are increasing rapidly;
in 1976, U.S. imports from Canada amounted to 98,000 metric tons. In view
of these facts, the September 1977 shipment appears to be the result of an
isolated, nonrecurring sale. In the absence of evidence to the contrary,
increased shipments to the United States of methyl alcohol from Brazil do not
appear to be likely in the near future.

In view of the extremely small quantity involved in the September 1977
shipment (equivalent to only 0.2 percent of 1976 apparent U.S. consumption of
methyl alcohol and 0.6 percent of 1976 U.S. open—mafket consumption), the
nonrecurring nature of the shipment, and the absence of any evidence of
underselling, or price depression or suppression, we have concluded that there
is no reasonable indication that an industry in the United States is being or
is likely to be injured by reason of the importation of methyl alcoholrinto
the United States from Brazil allegedly sold at less than fair value as

indicated by the Department of the Treasury.
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Statement of Reasons of

Chairman Daniel Minchew

On September.l3, 1977, the United States International Trade Commission
(Commission) received advice from the Department of the Treasury that, in
accoraaﬁcé with section 201(c) of the Antidumping Act of 1921, as amended,
an aqtidumping investigation was being initiated with respect to methyl
alcohol from Brazil. The Department of the Treasury concluded, pursuant to
a summary investigation, that there is substantial doubt 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 importation of this merchandise into the
United States. Uéon receipt of this information, the Commission, on
September 19, 1977, instituted inquiry No. AA1921-Inq. 7 under section 201
(c¢)(2) of the Antidumping Act of 1921, és amended, to determine whether there
is no reasonable indication that an industry in the United States is being
or is likely to be injured, or is prevented from being established, by reason
of the importation into the United States of methyl aicohol_from Brazil, which
is the subject of the pending Department of Treasury investigation.

Investigations conducted by the Commission on inquiries under section

201(c) (2) must be completed within 30 days.

Determination

On the basis of the information developed in this inquiry, I have deter-
mined that there is no reasonable indication that an industry in the United
States is being or is likely to be injured, or is prevented from being

1/ , 3
established, by reason of the importation into the United States of methyl

1/ The question of no reasonable indication of the prevention of establish-
ment of an industry is not at issue in this inquiry. .
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alcohol from Brazil éllegedly sold at less than fair value (LTFV).

The product

Methyl aléohol, éonsidered in this inquiry, is a_synthetic, colorless,
volatile, flammable liquid made from natural gas feedstock, which is suitable
for making formaldehyde, solvents, chloromethanes and numerous other
products, as well as for direct use as a fuel. The largest use of methyl
alcohol is in the production of formaldehyde, which is used extensively in

the making of adhesives for the plywood and particle board industries.

The industry

There are-two major operations involved in the making of methyl alcohol:
mixing of natural gas with water to form carbon monoxide, carbon dioxide and
hydrogen, and removal of carbon dioxide from the resultant mixture with
copper catalysts. Most of the U.S. production capacity (55 percent) is
based on the high pressure process, which uses significantly more natural
gas and is less efficient than the newly developed low pressure processes.

Methyl alcohol is produced in the United States by nine multinational
companies. g./The share of production accounted for by captive consumption
by U.S. producers in their own production of intermediate and end products
has increased substantially in recent years. In 1976, captive production
accounted for 66 percent of U.S. production. U.S. purchasers of open-market
methyl alcohol have had to rely on imports to meet part of their raw material

requirement.

2/ Prior to September 1977, when one company ceased productlon, there were
ten companies producing methyl alcohol in the United States.
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No reasonable indication of injury to the U.S. industry

Section 201(c)(2) of the Antidumping Act of 1921, as amended,
provides -~

If, in the course of making a determination under
paragraph (1), the Secretary concludes, from the informa-
tion available to him, that there is substantial doubt
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 importation of such merchandise into the
United States, he shall forward to the Commission the reasons
for such substantial doubt and a prelimimary indication based
upon whatever price information is available, concerning pos-
sible sales at less than fair value, including possible margins
of dumping and the volume of trade. If, within thirty days
after receipt of such information from the Secretary, the
Commission, after conducting such inquiry as it deems appropriate,
determines there is no reasonable indication that an industry in
the United States is being or is likely to be injured, or is
prevented from being established, by reason of the importation
of such merchandise into the United States, it shall advise the
Secretary of its determination, and any investigation under sub-
section (b) then in progress shall be terminated.

The purpose of this section, which was an amendment to the Antidumping

Act [in the Trade Act of 1974] was --

To eliminate unnecessary and costly investigations which
are an administrative burden and an impediment to trade.3/

In determining whether there is no reasonable indication of injury
or likelihood of injury, it is my feeling that the Commission should look
at the usual indices of injury, such as the idliné of productive facilities,
slackening of production, operations at lower than reasonable levels of
profitability, domestic industry unemployment or underemployment, slumping
sales, inventory growth and lower wage trends, of critical importance for
"causation" is the 1éve1 of penetration or the possible less than fair value

sales.

3/ Trade Reform Act of 1974: Report of thevCommittee on Finance. . .,
S. Rept. No. 93-1298 (93d Cong., 2d Sess.), 1974,.p. 171. ~
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In my opinion, the lowrievel of imports at possible less than
fair value, is the mostviﬁportant factor in my determination.

Apparent U.S.'consumptisn of methyl alcohol reached an all time
high of 6.2 billion pounds in 1973. Supply was reportedly very tight at
times during 1973-74, When the building industry was vigorous. A down-
turn in the economy (particularly the housing industry) contributed to a
slight decline in 1974, and a sharp drop in 1975 to 4.8 billion pounds.
Consumption rebounded to 6.0 billion pounds in 1976 and, for the first
six months of 1977, Qas 3.3 billion pounds (more than 0.4 billion pounds
ahead of the level reached in the first half of 1976). U.S. production
followed a trend similar to that for consumption, although the severity
of the 1975 decline was greater because of a sharp drop in exports also.

U.S. exports of methyl alcohol declined from 1.1 billion pounds in
1972 to 0.5 billion pounds in 1975. Exports amounted to 0.6 billion pounds
in 1976. Exports for the first half of 1977 (0.2 billion pounds) were 0.1
billion pounds less than they were in the same period of 1976.

Brazil is one of the principal U.S. export markets. Imports of methyl
alcohol from Brazil, on the other hand, were nonexistent until the arrival
of a single shipment, which will probably appear in the October 1977 import
statistics.

U.S. imports of methyl alcohol increased from a negligible level in
1972 to 0.3 billion pounds in 1976. During January-July 1977, U.S.'imports
amounted to 0.2 billion pounds, almost double the quantity imported during
January-July 1976. Canada supplied from 60 to 70 percent 6f all U.S.
imports in 1975 and 1976, and 97 percent of all U.S. imports during-

January-July 1977. Imports from Brazil were nonexistent until the arrival
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of a single shipment in September 1977. The ratio of imports to consumption
increased from 2 percent in 1974 to 5 percent in 1976 and 6 percent in the
first 6 months of 1977.

Daﬁa supplied by the Department of the Treasury indicate a possible
less~than-fair-value margin of 211 percent for the Brazilian shipment that
arrived in September 1977. Although the U.S. importer apparently paid less-
‘than-fair-value for the September 1977 Brazilian shipment, the methyl alcohol
so puréhased was not resold at such prices in the U.S. market.

In view of the small quantities of Brazilian methyl alcohol involved
(equivalent to only 0.2 percent of total 1976 U.S. consumption) and lack
of evidence of substantial underselling of U.S. producers' prices in the
U.S. market I find that there is no reasonable indication that an industry
in the United States is being injured by reason of the importation of methyl
alcohol from Brazil that may have been sold at less than fair value in
the United States. The remaining question to be answered is whether an
industry is likely to be injured by imports from Brazil sold at less than
fair value.

The September 1977 shipment of Brazilian methyi alcohol fulfilled all
contractual obligations between the importer an& exportér, and there is no
evidencé to indicate that additional deliveries are imminent. In addition,
the potential threat to the U.S. industries from future deliveries appears
slight when viewed with regard to possible expansion of Brazilian capacity,
increasing Brazilian demand for methyl alcohol, probable selling price to
U.S. purchasers, aﬁd the amount of growth of Canadian imports. Thergfore,

I find that there is no reasonable indication tﬁat the domestic industry
is likely to be injured by Brazilian imports that ﬁay be sold at less than

fair value in the United States.

10



INFORMATIQN_OBTAINED IN THE INVESTIGATION
Summary

On August 11, 1977, the Department of the Treasury received a petition
on behalf of the Celanese Corp., New York, N.Y., indicating a possibility that
methyl alcohol (methanol) from Brazil is being, or is likely to be, sold in
the United States at less than fair value (LTFV).

On September 13, 1977, the United States International Trade Commission
‘'received advice from the Department of the Treasury that, during the course of
determining whether to institute an investigation with respect to methyl
alcohol from Brazil in accordance with section 201(c) of the Antidumping Act,
1921, as amended, Treasury had concluded from the information available that
there is reasonable doubt that an industry in the United States is being or is
likely to be injured, or is prevented from being established, by reason of the
importation of this merchandise into the United States.

Methyl alcohol (commonly referred to as methanol) covered by this
inquiry is a synthetic, colorless, volatile, flammable liquid made from
natural gas feedstock. Excluded from this inquiry is methyl alcohol made from
wood and other vegetable products, commonly referred to as wood alcohol.

Methyl alcohol is used in substantial quantities in the production of
formaldehyde; it also finds application in the manufacture of polyvinyl
acetate, cellulose acetate, acrylic sheet, acrylic fibers, polyester fibers,
coated fabrics, general-purpose solvents, dyes, paints, insecticides, and
synthetic natural gas (SNG) as well as for direct use as fuel.

According to the Celanese Corp.'s complaint to Treasury, shipments of
methyl alcohol from Brazil were expected to commence in the very near future,
and at prices substantially below Brazilian home market prices. The U.S.
sales prices of the anticipated shipments, according to Celanese, were
expected to be below the prevailing market price for U.S.-made methyl alcohol,
which fact would lead to price suppression or depression in a U.S. industry
already suffering from reduced profits on it$s methyl alcohol and already
operating at substantially less than full capacity.

Celanese alleged that Metanor, S.A., Madre de Deus, Brazil, had entered
into a contract with Mitsui,of Houston, Tex., to provide between 1 million
gallons (6.6 million pounds) and 1.5 million gallons (9.9 million pounds) of
methyl alcohol per month. At an annual rate, such sales would amount to
between 12 million gallons (79.6 million pounds) and 18 million gallons (119.3
million pounds). Such a rate of importation would be equivalent to 28 to 42
percent of total 1976 U.S. imports of methyl alcohol, 1.3 to 2.0 percent of
total 1976 U.S. apparent consumption, and 4.3 to 6.4 percent of 1976 U.S.
non-captive (merchant) apparent consumption. Celanese contends that the home
market price for methyl alcohol in Brazil is 80 to 85 cents per gallon (f.o.b.
Madre de Deus) and that, on that basis the LFTV margin would be 53 to 59 cents
per gallon. As calculated by Treasury, the LTFV margin is about 211 percent.
As calculated by the U.S. International Trade Commission, the margin is about
69 percent. Celanese also contends that Mitsui's selling price to its U.S.
customers is about 32 to 34 cents per gallon, substantially below Celanese s
current price of 42 cents per gallon.

A-1



The Mitsui response to the complaint contended that the Mitsui-Metanor
contract called for the importation of a total of only 5,000 metric tons
(1,662,896 gallons or 11 million pounds) of methyl alcohol with shipments to
the Unlted States to commence shortly. There were no provisions for further
sales to . the United States according to the letter on behalf of Mitsui. 1/
This volume of imports would be equivalent to only 3.9 percent of total 1976
U.S. imports, 0.2 percent of total 1976 apparent U.S. consumption, and 0.5
percent of 1976 U.S. open market (merchant) consumption.

As shown by this investigation the first ship containing methyl alcohol
from Brazil unloaded its cargo into storage tanks on the Houston Ship Canal on
Tuesday, September 20, 1977. This shipment fulfilled the entire
Mitsui-Metanor contract. Documentation relating to this shipment is scheduled
to be filed with the U.S. Customs Service in early October. The shipment
actually amounted to 5,188 metric toms (1,725,490 gallons or 11,440,000
pounds). Mitsui's contract called for a price of * * * per metric ton (* * *
cents per gallon or * * % cents per pound), f.o.b. Madre de Deus, Brazil.

In August 1977, * * *  contracted with Mitsui to purchase * * % of the
Mitsui-Metanor contract or * * * gallons (* * * million pounds) of methyl
alcohol from Mitsui at a price of * * * cents per gallon; in September, * * *
contracted to buy. the remainder of the shipment. * * *

In addition to Celanese, there are nine other U.S. producers of methyl
alcohol. 2/ Their total annual capacity is rated at 1.4 million gallons (9.1
billion pounds); Texas accounts for nearly two-thirds of the capacity, with
seven plants operated by five firms, and Louisiana accounts for nearly a third
with four plants operated by four firms. One small plant is located in
Florida. 1In 1976, the U.S. industry operated at about 68 percent of its rated
capacity.

Apparent U.S. consumption of methyl alcohol declined from 6.2 billion
pounds in 1973 to 4.8 billion pounds in 1975, and then increased to 6.0
billion pounds in 1976. Consumption increased from 2.9 billion pounds in
January-June 1976 to 3.3 billion pounds in January-June 1977. U.S. production
declined from 7.1 billion pounds in 1973 to 5.2 billion pounds in 1975 and
increased thereafter to 6.2 billion pounds in 1976. Six-month figures show a
further rise from 3.1 billion pounds in January-June 1976 to 3.4 billion
pounds in January-June 1977.

An increasing share of U.S. production has gone into captive production
of other products by U.S. methyl alcohol producers, resulting in a substantial
decline in their open-market shipments. In 1972-74, more than 50 percent of
U.S. production was sold on the open market in competition with imports, but
in 1976 only 34 percent reached the open market.

U.S. producers' shipments of methyl alcohol declined annually between
1973 and 1976 from 3.8 billion pounds to 2.1 billion pounds. U.S. exports of

1/ There were no imports of methyl alcohol from Brazil during the period -
Jan. 1, 1972-July 31, 1977.

2/Rohm & Haas, a producer that captlvely consumed its entire productlon,
stopped production of methyl alcohol in September 1977. In the future Rohm &
Haas will purchase all its requirements for methyl alcohol

A-2



methyl alcohol also declined, from more than 1 billion pounds in 1972 (30
percent of total U.S. shipments) to 458 million pounds in 1975 (19 percent of
total U.S. shipments), but they increased to 561 million pounds in 1976 (26
percent of U.S. shipments). Brazil is one of the principal U.S. export
markets. U.S. producers' inventories of methyl alcohol increased from 390
million pounds in 1972 to 506 million pounds in 1975 but then declined to 446
million pounds in 1976. They declined somewhat between July 31, 1976, and
July 31, 1977.

Average monthly employment of production and related workers involved in
the production of methyl alcohol increased from 390 workers in 1972 to 425
workers in 1974. By 1976 such employment had declined to 355 workers; during
January-July 1977, it amounted to 308 workers. The net profit of the five
firms that reported their financial experience on methyl alcohol to the U.S.
International Trade Commission declined from 33.4 percent of net sales in 1975
to 29.1 percent in 1976 and 10.3 percent during January-July 1977. 1/ The
five producers accounted for nearly all of U.S. open-market sales in 1976.
* % % experienced reduced profitability on their methyl alcohol sales in
January-July 1977 as compared with that in January-July 1976, and * % * of
them suffered losses during January-July 1977.

U.S. imports of methyl alcohol increased from a negligible amount in 1972
to 121 million pounds in 1974, declined to 112 million pounds in 1975, and
increased to 284 million pounds in 1976. During January-July 1977, they
amounted to 210 million pounds, almost double the quantity imported during
January-July 1976. As mentioned previously, only one shipment of Brazilian
methyl alcohol has been received in the United States since 1971. It
amounted to only 11.44 million pounds, and may be included in the October 1977
official import statistics. Two-thirds of all U.S. imports in 1975 and 1976
were from Canada, and 97 percent of all U.S. imports in January-July of 1977
were from Canada. The United Kingdom is the only other major source of
imports.

The ratio of U.S. imports to total U.S. consumption amounted to 2 percent
in 1974 and then increased to 4.8 percent in 1976 and 5.7 percent in the first
six months of 1977. The ratio of U.S. imports to total U.S. open-market
shipments increased from 4.5 percent in 1974 to 15.3 percent in 1976. The
Brazilian shipment, received on September 20, 1977, is equivalent to 0.2
percent of ‘total 1976 apparent U.S. consumption and 0.6 percent of 1976 U.S.
open-market consumption.

The price at which Metanor sold methyl alcohol to Mitsui was signifi-
cantly lower than prices reported for U.S. producers to their major
customers. However, Mitsui resold this shipment to * * * for an average price
of * * % cents per gallon (¥ * * cents per pound), or for a price higher than
that of many of * * *'s purchases during the preceding 6 months. Virtually
all of * * *'s other purchases were from * * * but some of * * * lowest priced
purchases were manufactured by * * * | a U.S. producer. One U.S. producer,

1/ It should be noted that ratios of net profits to net sales for the
chemical industry in general, are usually much higher than for other
industries. Chemical industry spokesmen often compare such net profits to
total capital investment, which generally provides a lower ratio.
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*%% , sold methyl alcohol at prices equivalent to those set by * * % in its
resale of its Brazilian merchandise. The other U.S. producers reported
significantly higher prices to some customers, however.
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Introduction

On August 11, 1977, the Department of the Treasury received a properly
filed petition from counsel acting on behalf of Celanese Corp., indicating a
possibility that methyl alcohol from Brazil is being or is likely to be sold
in the United States. at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921, as amended (19 U.S.C. 160). The complaint also
provided certain allegations and evidence concerning possible injury to, or
the likelihood of injury to, or prevention of establishment of, an industry in
“the United States.

On September 13, 1977, the United States International Trade Commission
received advice from the Department of the Treasury that, during the course of
determining whether to institute an investigation with respect to methyl
alcohol from Brazil, in accordance with section 201(c) of the Antidumping Act,
1921, as amended, Treasury had concluded from the information available to it
that there is substantial doubt that an industry in the United States is being
or is likely to be injured, or is prevented from being established, by reason
of the importation of this merchandise into the United States. Therefore, on
September 19, 1977, the Commission instituted an inquiry, AA1921-Inq.-7, under
section 201(c) of that act, to determine whether there is no reasonable
indication that an industry in the United States is being or is likely to be
injured, or is prevented from being established, by reason of the importation
of such merchandise into the United States.

A public hearing in connection with the inquiry was held in Houston,
Tex., on Monday, October 3, 1977. Notice of the Commission's institution of
the inquiry and the hearing was duly given by posting copies of the notice at
the Office of the Secretary, U.S. International Trade Commission, Washington,
D.C., and at the Commission's Office in New York City, and by publishing the
original notice in the Federal Register on September 26, 1977 (42 F.R. 48942)

At the same time that the Treasury Department notified the U.S.
International Trade Commission that it had concluded that there is substantial
doubt that an industry in the United States is being or is likely to be
injured, or is prevented from being established, it notified the public that
the case was being referred to the U.S. International Trade Commission and
that the U.S. Customs Service was instituting an inquiry to verify the
information submitted to it in connection with the complaint and to obtain the
facts necessary to reach a determination as to the fact or likelihood of sales
at less than fair value. Treasury's antidumping proceeding notice was
published in the Federal Register of September 16, 1977 (42 F.R. 46626). 3/

In the event that the U.S. International Trade Commission finds in the
affirmative-—that there is no reasonable indication that an industry in the
United States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of methyl alcohol from Brazil that

Y

1/ A copy of the Commission's Notice of Inquiry and Hearing 1is presented in
app. B.

2/ A copy of the Treasury Department's Antidumping Proceeding Notice is pre-
sented in app. C.
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may be sold in the United States at less than fair value--the Treasury
Department investigation as to the fact or likelihood of sales at less than
fair value will be terminated. 1In the event that the Commission finds in the
negative, the Treasury Department's investigation will continue. The
Commission's determination is due to be reported to the Secretary of the
Treasury by no later than Thursday, October 13, 1977.

Description and Uses

Methyl alcohol (commonly referred to as methanol) is a synthetic,
colorless, volatile, flammable liquid made from natural gas feedstock. Not
covered herein is methyl alcohol made from wood and other vegetable products,
commonly referred to as wood alcohol. Owing to problems in supply of natural
gas in the United States, there has been an increasing interest in producing
methyl alcohol from coal. Several companies have studied coal-gasification
units to supply feedstock but to date no new commercial plants have been built
in the United States for the production of methyl alcohol from coal.

Until 10 to 12 years ago, all synthetic methyl alcohol was produced by
high-pressure processes that depended upon the relatively low price of natural
gas which is its primary raw material. In recent years the price of natural
gas has risen substantially in the primary producing areas, Texas and
Louisiana, where natural gas prices are not subject to Federal regulation. At
the same time, more efficient production processes (owned by ICI and Lurgi of
the United Kingdom and West Germany respectively) were developed to utilize
lower pressures and less natural gas for the same volume of output and to
provide greater economies of scale. Virtually all new plants that have been
built in recent years are licensed to use the ICI or Lurgi processes, and a
number of older, high-pressure plants have been or will be converted to the
low-pressure processes. At present, about 45 percent of U.S. production
capacity is in low-pressure facilities, as compared with 30 percent of
capacity in such facilities in the early 1970's.

The production of methyl alcohol by low pressure consists of the mixing
of natural gas with water (converted to steam) at temperatures of 1,500° to
2,000° fahrenheit. This operation forms carbon monoxide, carbon dioxide,
and hydrogen, which are piped into a chamber where pressures are generally 700
pounds per 'square inch. Here, copper catalysts remove the carbon dioxide to
produce methyl alcohol, which is piped directly into storage tanks. The
process is fed continuously by reserves of natural gas and water, and it
continuously feeds the storage tanks in a 24-hour-a-day operation. When
inventories have been filled, the plant shuts down its methyl alcohol
production, since operating at slower rates is inefficient. The equipment
cannot be completely shut down, however, and steam must be circulated through
it constantly when methyl alcohol is not being produced, except for scheduled
downtime for maintenance (estimated to be about 7 days a year). Startup time,
if a plant has been completely shut down, is 2 days.

The high-pressure process, which uses significantly more natural gas and
has reciprocating equipment to achieve the higher pressures (5,000 pounds per
square inch), breaks down more frequently, has a substantially greater amount
of waste associated with it, and cannot be used effectively in larger volume



plants that utilize economies of scale. High-pressure plants in the United
States are characterized by their advanced age and smaller capacities.

Methyl alcohol is used in substantial quantities to produce formaldehyde.
It is also used in the production of polyvinyl acetate, cellulose acetate,
acrylic sheet, acrylic fibers, polyester fibers, coated fabrics,
general-purpose solvents, dyes, paints, insecticides, and synthetic natural
gas (SNG). It may also find direct use as a fuel. The following table shows
the end uses for U.S. consumption of methyl alcohol in 1968, 1973, and 1976.

Methyl alcohol: U.S. consumption,by end uses,
1968, 1973, and 1976 1/

(In percent)

End use © 1968 ° 1973 ° 1976

Formaldehyde—=———=m=m = e e e e e e : 45,5 ¢ 44.5 :  42.5
Solvents—————=—~==———m et 1001 9.1 : 7.8
Chloromethanes—------ —-——= m—— —— : 6.4 : 7.8 : 7.7
Acetic acid - ™ .2 3.9 : 4.8
Methylamines e : 4.3 : 4.2 : 5.3
Methyl methacrylate-———-—-———————— ey 4.2 : 4.4 4.5
Dimethyl terephthalate----—=——=—- -— : 2.8 : 3.6 : 3.9
Glycol methyl ethers————————===———- e 2.0 : 1.1 : 1.4
Inhibitors for formaldehyde---- : 1.2 : 1.1 : 1.0
Miscellaneous (including fuels)---- —— : 23.3: 20.3: 21.1

Total————-——--- - - : 100.0 : '100.0 : 100.0

1/ Percentages are based on quantities consumed.

Source: Compiled from data in the Chemical Economics Handbook, Market
Research Report on Methanol, Stanford Research Institute, August, 1977.

As shown above, formaldehyde production forms the largest market for
methyl alcohol. Further downstream, manufacture of urea resins provides the
largest end use for formaldehyde. The housing industry is one of the largest
markets for such formaldehyde-based resins, which are used as adhesives in the
production of plywood and particle board. Several potentially large uses for
methyl alcohol are being developed as technology advances in a wide range of
fuel, chemical, and other applications. None of these uses, however, are -
expected to be significant during the next 5 years.

U.S. Tariff Treatment

Methyl alcohol presently enters the United States under two tariff
headings. If it is imported only for use in the production of synthetic
natural gas (SNG) or for direct use as a fuel, it is provided for under item
427.96 of the Tariff Schedules of the United States (TSUS), free of duty.
TSUS item 427.97 provides for all other methyl alcohol at the current rate of
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duty of 7.6 cents per gallon. Imports from designated beneficiary developing
countries (including imports from Brazil) which enter under this provision are
eligible for duty-free treatment under the Generalized System of Preferences.
Prior to October 26, 1974, methyl alcohol was imported under a single tariff
provision, at 7.6 cents per gallon. The following table shows the current
rates of .duty, the rates of duty as of January 1, 1967, and the statutory
rates of duty.

‘Methyl alcohol: U.S. rates of duty, Jan. 1, 1967 and 1977, and the
: statutory rates, by TSUS items

: Rate of duty applicable to :

Current : : most-favored nations as of : Statutory
TSUS item : Descrintion : Jan. 1-- : Rate of
No. : P : - : Duty
1967 X 1977
427.96 : Methyl alcohol:

Imported only for
use in producing
synthetic natural
gas (SNG) or for

direct use as fuel--: 15.3¢ per : Free 1/ : 18¢ per gal-
gallon 1/ : : lon :
427.97 : Other----—=——======- : 15.3¢ per : 7.6¢ per gal-: 18¢ per gal-
: gallon : lon 2/ :  1lon

. . .

1/ Made free of duty effective October 26, 1974 pursuant to Public Law
93-482. Prior to October 26, 1974, such imports were dutiable, along with
other imports of methyl alcohol, at a single rate of duty. On January 1,
1967, they were dutiable at 15.3 cents per gallon, and from January 1,
1972-October 25, 1974, they were dutiable at 7.6 cents per gallon.

2/ U.S. imports from countries designated as beneficiary developing
countries under the Generalized System of Preferences were duty free in 1977.

Nature and Extent of Alleged Sales at Less-Than-Fair-Value

On August 11, 1977, the Department of the Treasury received a complaint
from Alfred R. McCauley, of Graubard, Moskovitz and McCauley, counsel to
Celanese Corp., alleging that methyl alcohol imported from Brazil is being, or
is likely to be, sold in the United States at less than fair value within the
meaning of the Antidumping Act, 1921, as amended. On August 17, 1977, the
Department of the Treasury requested information by letter from Mitsui and Co.
(USA), Inc., 5000 One Shell Plaza, Houston, Tex., the only known importer of
such merchandise. 1In response to the Treasury letter and the filing of the
Celanese complaint, James S. O0'Kelly, of Barnes, Richardson, and Colburn,
counsel to Mitsui, responded for Mitsui on August 30, 1977. It appears that
virtually all information available to Treasury at the time it notified the
U.S. International Trade Commission of its conclusion that there was '
substantial doubt that an industry in the United States is being or is likely
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to be injured, or is prevented from being established, by reason of the
importation of methyl alcohol from Brazil was derived from information
contained in the complaint and information contained in the letter from Mr.

0'Kelly of August 30, 1977. l/

According to the complainant, shipments of methyl alcohol from Brazil
were expected to commence in the very near future, and the prices at which
such shipments were being offered for sale were substantially lower than the
prices offered by the Brazilian producer to purchasers in the Brazilian home
market. The U.S. sales price, according to Celanese, also was expected to
be below the prevailing market price for U.S.-made methyl alcohol, which fact
would lead to price suppression or depression in a U.S. industry already
suffering from reduced profit on its methyl alcohol and already operating at
substantially less than full capacity.

Celanese alleged that Metanor, S.A., Madre de Deus, Brazil, had entered
into a contract with Mitsui, of Houston, Texas, to provide between 1 million
gallons (6.6 million pounds) and 1.5 million gallons (9.9 million pounds) of
methyl alcohol per month. At an annual rate, such sales would reach between
12 million gallons (79.6 million pounds) and 18 million gallons (119.3 million
pounds). Such a rate of importation is equivalent to 28 to 42 percent of
total 1976 U.S. imports of methyl alcohol, 1.3 to 2.0 percent of total 1976
apparent U.S. consumption, and 4.3 to 6.4 percent of 1976 U.S. open-market
(merchant) consumption. Celanese contends that the home-market price for
methyl alcohol in Brazil is 80 to 85 cents per gallon (f.o.b. Madre de Deus),
that the price to the U.S. market is 26 to 27 cents per gallon (f.o.b. Madre
de Deus), and that the LTFV margin is therefore 53 to 59 cents per gallon. As
calculated by Treasury, the LTFV margin (when divided by the U.S. selling
price) is about 211 percent; as calculated by the U.S. International Trade
Commission, the margin (when divided by the home-market price) is about 69
percent. Celanese also contends that Mitsui's selling price to its U.S.
customers is about 32 to 34 cents per gallon, a price substantially below
Celanese's current price of 42 cents per gallon. The information presented in
the Celanese complaint as to the volume of imports expected under the
Mitsui-Metanor contract and the f.o.b. price to the United States of Brazilian
methyl alcohol was obtained from * * *., Celanese obtained information on
Metanor's home market price from its own agents in Brazil; it obtained
information on Mitsui's selling price to its U.S. customers from potential
customers contacted by Mitsui.

The Mitusi response to the Celanese complaint contended that the
Mitsui-Metanor contract called for the importation of a total of only
1,662,896 gallons (11 million pounds) of methyl alcohol, with shipments to the
United States to commence shortly. There were no provisions for further sales
to the United States according to the letter on behalf of Mitsui. Imports in
this volume are equivalent to only 3.9 percent of total 1976 U.S. imports, 0.2
percent of total 1976 apparent U.S. consumption, and 0.5 percent of 1976 U.S.
open-market (merchant) consumption. The letter on behalf of Mitsui did not
address the home-market price or the existence of LTFV margins on sales from
Brazil but did state that Mitsui's selling prices to its U.S. customers were
in line with U.S. producers' prices for methyl alcohol and that any margin of
underselling would be insignificant. It is largely on the basis of the Mitsui

1/ A copy of Treasury's letter to the Commission is presented in app. D.
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letter of August 30, 1977, that the Treasury Department concluded that there
is a reasonable doubt that an industry in the United States is being or is
likely to be injured, or is prevented from being established, by reason of the
importation of methyl alcohol from Brazil.

This investigation has established that the first ship containing methyl
alcohol from Brazil unloaded into Mitsui's storage tanks on the Houston Ship
Canal on Tuesday, September 20, 1977. This shipment fulfilled the entire
Mitsui-Metanor contract. Documentation relating to the shipment is
scheduled to be filed by Mitsui with the U.S. Customs Service in early

October. The shipment actually amounted to 1,725,490 gallons (11,440,000
pounds). :

The Domestic Industry

Methyl alcohol is produced in the United States by several large, diversified,
multinational chemical companies. As shown in the table on page A-11, U.S.
productive capacity is concentrated in Texas (especially in the
Beaumont-Houston area) and in Louisiana. 1/ 1In addition to the facilities
listed in the table, IMC currently has under construction a 110-million-gallon
annual capacity plant, and DuPont has under construction a new facility with
at least an annual 100-million-gallon capacity. Both plants are due to start
production in 1979, and will add at least 15 percent to total U.S. production
capacity. In 1976, the U.S. industry operated at about 68 percent of its
rated capacity. On September 9, 1977, Rohm and Haas stopped production of
methyl alcohol, but overall U.S. production capacity is increasing.

Consideration of Injury or Likelihood Thereof by
Reason of Alleged LTFV Sales

U.S. consumption, producers' shipments, and foreign trade

U.S. consumption-~Apparent U.S. consumption of methyl alcohol increased
from 5,398 million pounds in 1972 to 6,244 million pounds in 1973, but, due in
large part to the recession, it declined in 1974 and again in 1975 when it
reached a low for the 1972-76 period, as shown in the  table on page A-12. 1In
1976, consumption recovered somewhat but was about 5 pecent below the 1973

1/ Two plants (one operated by DuPont at Huron, Ohio, and one operated by
CeTanese at Pampa, Tex.) are not listed on the following page; their
capacities are not known. Total production capacity for U.S. producers, by
firms, is presented in table 4 for the eight U.S. producers that responded to
the U.S. International Trade Commission's questionnaire. The eight firms
accounted for nearly 90 percent of total U.S. capacity, as listed in the
following table. Those firms that captively consume all of their production
normally operated at higher percentages of capacity than did those firms that
were more dependent upon outside sales. Overall, for the eight firms, 1976
production was at 77 percent of rated capacity, and during January-July 1977
it amounted to 69 percent of rated capacity. : '
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Methyl alcohol: U.S. production facilities and capaecity,
by States and by firms, 1977

: . Annual capacity | Share of
Location and- firm . " . total U.S.
© Volume @ Weight | capacity
: Million : Million :
Texas: ’ ' : pounds : gallons : Percent
Celanese: : : :
Clear Lake : 200 : 1,326 : 14.5
Bishop : 145 : 961 : 10.5
Subtotal, Celanese : 345 2,287 : 25.0
DuPont: : : :
Beaumont : 225 : 1,492 : 16.3
Orange : 115 : 762 : - 8.4
Subtotal, DuPont- - : 340 : 2,254 24,7
Monsanto (Texas City) : 100 : 663 : 7.3
Tenneco (Houston) - 80 : 530 : 5.8
Rohm and Haas (Deer Park) 1/———————r : 22 146 : 1.6
Total, Texas : 887 : 5,880 : 64.4
Louisiana: : : :
Borden (Geismar)- : 160 : 1,061 : 11.6
Georgia Pacific (Plaquemine)—-—-—=—-——= : 120 : 796 : 8.7
Hercufina (Plaquemine)- : 100 : 663 : 7.3
IMC (Sterlington)--- : 50 : 332 : 3.6
Total, Louisiana : 430 2,852 : 31.2
Florida: : : :
Air Products (Pensacola)-——-————————— : 60 : 398 : 4.4
Total, United States- : 1,377 * 2/ 9,130 ¢ 100.0

1/ Rohm and Haas stoppe& production of methyl alcohol on September 9,
1977.

2/ In 1976, U.S. production of synthetic methyl alcohol amounted to
6,241 million pounds or 68.4 percent of annual U.S. capacity.

Source: 1977 Directory of Chemical Producers, Stanford Research
Institute.

Note.--For annual capacities of respondents to the U.S. International
Trade Commission's questionnaires, see table 4. 1In addition to the
plants listed above, 2 plants (1 operated by Celanese at Pampa, Tex.,
and 1 operated by DuPont at Huron, Ohio) are in production; their capa-
cities are not known.
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peak year. Because formaldehyde, which is used extensively to produce resins
for plywood adhesives, accounts for nearly half of U.S. consumption of methyl
alcohol, trends in apparent consumption are largely dictated by activity in
the U.S. construction industry,.expecially the home building sector.

U.S. production and sales--Methyl alcohol reportedly was in very tight
supply at times during 1973-74. Since 1975, however, it has been readily
available. Production of synthetic methyl alcohol increased slightly more
.than 13 percent annually during 1968-73. * * * When sufficient capacity * * *
had been restored, the economy (particularly the housing industry) had taken a
downturn. As a result, production of methyl alcohol declined by 2.6 percent
in 1974 (to 6.79 billion pounds) and by 24.7 percent in 1975 (to 5.18 billion
pounds). 1In 1976 it reached 6.24 billion pounds but remained below the
1973-74 production levels. The following table shows U.S. production, captive
use, and shipments of methyl alcohol from 1972 through 1976. l/

Methyl alcohol: U.S. production, captive use, and shipments, 1972-76

: ¢ Shipments as a
share of do-

Year . Production | Captive use 1/ Shipments .
: : = mestic pro-
duction
Million : Million : Million : Percent
pounds : pounds : pounds
1972-=======: 6,471.6 : 2,929.3 : 3,542.3 : 54.7
1973-———=—— : 7,064.4 3,222.6 : 3,841.8 : 54.4
1974-——————~ : 6,789.3 : 3,233.3 : 3,556.0 : 52.4
1975-=======: 5,176.3 2,800.3 2,376.0 45.9
1976—=====-~: ,240.6 4,107 2,133 : 34.2

1/ Estimated as the difference between production and shipments without
allowance for inventory changes.

Source: Synthetic Organic Chemicals, U.S. Production and Sales, United
States International Trade Commission.

1/ Tables 4 through 6 present data on U.S. production, captive use, and
shipments of methyl alcohol by the eight firms that responded to the U.S.
International Trade Commission's questionnaires. The eight firms accounted
for over 90 percent of total U.S. production and nearly all of U.S. producers'
shipments in 1976. Shipments as a share of domestic production declined from
50 percent in 1972 to 40 percent in 1976, while captive consumption increased
from 50 percent of the eight firms' output in 1972 to 60 percent in 1976. Two
of the firms captively consumed 100 percent of their production while the
other firms captively consumed * * ¥ to * * * percent of their output in 1976.
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U.S. producers' sales of methyl alcohol increased from 3,542 million
pounds in 1972 to 3,842 million pounds in 1973. Sales by U.S. producers
declined in 1974 and again in 1975 when they reached 2,376 million pounds. 1In
1976 they amounted to 2,133 million pounds. Methyl alcohol captively consumed
for the production of derivative products 1/ by the producing companies
increased annually from 2,929 million pounds in 1972 to 3,322 million pounds
in 1974, but declined to 2 800 million pounds in 1975. As shown by the table
on page A-13, open-market sales accounted for only 34.2 percent of U.S.
production in 1976, while 66 percent was captively consumed by the U.S.
producers. Much of the captive consumption is used in the production of
formaldehyde, which is produced by all but two of the U.S. producers of methyl
alcohol. 2/

U.S. exports——U.S. exports of methyl alcohol, as shown in the following
table declined irregularly from 1.1 billion pounds in 1972 to 561 million
pounds in 1976. Domestically produced methyl alcohol is exported to virtually
all parts of the world. 1In 1976, principal export markets included Spain,
Mexico, the Netherlands, Japan, and Brazil, although more than 20 other
countries also imported U.S.-produced methyl alcohol.

Methyl alcohol: U.S. exports of domestic merchandise, 1972-76

Year ) Quantity f Value
1,000 pounds : 1,000 dollars
1972--- ———— e — : 1,073,188 : 18,566
1973-—————mmmm : 820,272 : 18,417
1974=—=————mmm e e : 980,269 : 24,432
1975-=~====m== - : 458,214 : 16,804
1976————=——m—mm e e : 561,403 - 23,254

Source: Compiled from official statistics of the U.S. Department of
Commerce.

U.S. imports--U.S. imports of methyl alcohol are competitive with
domestic production. They increased from a negliglible 1,000 pounds in 1972
to 284 million pounds in 1976. The ratios of imports to consumption increased
from 2 percent in 1974 to nearly 5 percent in 1976. Principal sources of
imports during 1972-76 have been Canada and the United Kingdom. U.S. imports
from Canada during January-July 1977, were greater than in all of 1976, and
accounted for over 95 percent of total U.S. imports. Other sources of

—_T7—-st1maté37to be the difference between production and sales without
alTowance for changes in inventory levels. L

2/ Rohm & Haas, & ma jor producer of formaldehyde, stopped production of
methyl alcohol on September 9, 1977. * * *
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imported methyl alcohol, as shown in tables 1 through 3, include Belgium,
Japan, the Republic of China (Taiwan), and the Netherlands. There were no
imports of methyl alcohol from Brazil during the period covered by the
Commission's questionnaires (January 1972 through July 1977) or reported in
official import statistics since 1971.

The first Brazilian shipment at issue (and most likely the only one since
it fulfilled the entire Mitsui-Metanor contract, as <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>