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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[AA1921-169, 170, 171, and 172}
ANIMAL GLUE AND INEDIBLE GELATIN FROM YUGOSLAVIA,
SWEDEN, THE NETHERLANDS AND WEST GERMANY
Determinations

On July 29, 1977, the United States International Trade Commission received
advice from the Departmeqt of the Treasury that animal glue and inedible gelatin
from Yugoslavia, Sweden, the Netherlands, and West Gerﬁany (gxcept that produced
and sold by Electro Chemische Fabrik Kempen G.m.b.H. of West Germany) are being, or
are likely to be, sold at less than fair value within the meaning of the Antidumping
Act, 1921, as amended (19 U.S.C. 160(a)). Accordingly, on August 8, 1977; the
Commission instituted investigations Nos. AA1921-169, 170, 171, and 172 under
section 201(a) of said act 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 importation of such merchandise into the United States.

Notice of the institution of the investigations and of the public hearing

held in connection therewith were published in the Federal Register on August 15, 1977

and August 24, 1977 (42 F.R. 41190 and 42 F.R. 42718). On September 15, 1977, a
hearing was held in Washington, D.C., at which all persons who requested the
opportunity were permitted to appear by counsel or in person.

In arriving at its determinations, the Commission gave due consideration to all
written suBmissions from interested parties and information adduced at the hearing
as well as information provided by the Department of the Treasury 1/ and data obtained

by the Commission's staff from questionnaires, personal interviews, and other sources.

1/ In making their determinations Vice Chairman Parker and Commissioners Moore,
Bedell and Ablondi did not consider the information submitted by the Department of the
Treasury dated October 21, 1977, with respect to imports of animal glue and inedible
gelatin from the Netherlands 1



On the basis of information developed during the course of its inveatigations,
the Commission determined by divided votes 1/ that an industry in the United States
is being or is likely to be injured by reason of the importation of animal glue and
inedible gelatin from Yﬁgoslavia, Sweden, the Netherlands, and West Germany, except
animal glue or inedible gelatin produced in West Germany by Electro Chemische Fabrik
Kempen G.m.b.H., that are being, or are likely to be, sold at less than fair value

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

l/ Commissioners George M. Moore and Catherine Bedell determined in the affirmative
with respect to imports from all 4 countries collectively; Vice Chairman Joseph O.
Parker made an affirmative determination in each of the 4 investigations; Commissioner
Italo H. Ablondi made affirmative determinations in the investigations with respect
to Sweden and the Netherlands, and negative determinations in the investigations
with respect to Yugoslavia and West Germany; and Chairman Daniel Minchew made a
separate negative determination in each of the 4 investigations. Commissioner
William R. Alberger did not participate in the determinations. '
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Statement. of Reasons of Commissioners George M. Moore and Catherine Bedell

On August 8, 1977, the United States International Trade Commission
instituted investigations Nos. AA1921-169, 170, 171, and 172 under section
201(a) of the Antidumping Act, 1921, as amended. These investigations were
made 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
importation into the United States of animal glue and inedible gelatin
from Yugoslavia, Sweden, the Netherlands, and West Germany 1/ which the Depart-
ment of the Treasury (Treasury) has détermined are being, or are likely to be, sold
at less than fair value (LTFV) within the meaning of the act. In order to
find affirmatively, the Commission must find two conditions satisfied in these
investigations. First, it must find that an industry in the United States
is being or is likely to be injured, or is prevented from being established. 2/
Second, any injury or likelihood of iﬁjury must be by reason of the importa-
tion into the United States of the class or kind of foreign merchandise
which Treasury has determined is bging, or is likely to be, sold at LTFV.

In our opinion, an industry in the United States is being or is
likely to be injured by reason of the importation into the United States of
animal glue and inedible gelatin from Yugoslavia, Sweden, the Netherlands,
and West Germany 1/ which, according to the findings of Trea<uy., ar+ being,
or are likely to be, sold at less than fair value within the meaning of
the Antidumping Act, 1921, as amended. Our reasons in support of these

determinations are set forth below.

1/ Except animal glue and inedible gelatin manufactured in West Germany
by Electro Chemische Fabrik Kempen G.m.b.H., which was found by Treasury
not to have been sold at less than fair value.

2/ Prevention of establishment of an industry is not an issue in these
investigations and will not be discussed further.



The U.S. industry

In these determinations, we consider the relevant industry to
consist of the facilities in the United States devoted to the production
of animal glue. 1/ Animal glue is currently manufactured in the United
States by three firms: the Peter Cooper Corps., Milligan & Higgins Corp.,
and Swift & Co. A fourth firm, Darling & Co., ceased manufacturing animal

glue in February 1977.

LTFV sales

Treasury examined sales of animal glue ‘from Yugoslavia, Sweden,
the Netherlands, and West Germany during the period August 1, 1976-January
31, 1977. 2/ Treasury examined sales by manufacturers from these countries
exporting animal glue to the United States and found that sales to the United
States by each maqufacturer examined (with the exception of Electro Chemische
Fabrik Kempen G.m.b.H. (Kempen), a West German manufacturer) were made at
LTFV. Treasury found a weighted average margin on LTFV sales of approximately
9 percent on imports from Yugoslavia, 48 percent on imports from Sweden,

7 percent on imports from the Netherlands, and 49 percent on imports from

West Germany. Margins on individual transactions ranged up to 61 percent.

Injury due to LTFV sales

Under the law, injury must have occurred '"by reason of the importa-

tion of" LTFV merchandise into the United States. However, it is not necessary

1/ There is no accepted inherent difference between animal glue and inedible
gelatin. 1In referring to animal glue, we cite articles described variously
as animal glue or inedible gelatin. ’

2/ On Oct. 21, 1977, the Commission received a letter tfrom [reasury advising
the Commission of certain revisions in the margins for 1 of the 2 Netherlands
exporters found to have sold at LTFV. In arriving at our determination with
respect to LTFV imports from the Netherlands, we considered themargins contained

in Treasury's original determination and not the revised margins. 4



-5 -
that importation of LTFV merchgndise be a principal cause, a major cause, or
a substantial cause of injurf'to an industry.  Even Qhen several factors that
may cause injury, other than LTFV sales, are present, all that is required
for an affirmative determination is that the merchandise sold at LTFV contrib-
uted to more than an inconsequential injury to the domestic industry.

In considering the impact of LTFV imports on a domestic industry
when the imports are from several countries, the Commission may exercise its
discretion to consider the impact of those imports either individually or
collectively on the basis of the facts and circumstances of each case. 1/

In the case of animal glue, we fiﬁd that marketing and economic factors
warrant consideration of the collecfive impact of the LTFV imports from each
of the subject countries on the domestic animal glue industry. LTFV animal
glues imported from Yugoslavia, Sweden, the Netherlands, and West Germany
are generally comparable in quality and price and are generally distributed
throughout the United States. Many domestic firms import animal glue from
more than one foreign source and mix such glues together in order to obtain
blends specified by their customers. This practice is particularly prevalent
among importers of glue found to have sold at LTFV. Further, Treasury conducted
simultaneous investigations with respect to imports of animal glue from all
four countries, finding LTFV sales from each country during the same period.
We, therefore, are basing our findings on the collective impact of the LTFV
imports from all four countries on the domestic animal glue industry. It

is clear from the following evidence that more than inconsequential injury
was suffered by the U.S. animal glue industry by reason of the collective
sales of animal glue imported from Yugoslavia, Sweden, the Netherlands, and

West Germany at LTFV prices.

1/ See S. Rep. No. 93-1298, 93d Cong., 2d sess., at 180, citing City Lumber
v, U.S. S. 457 F. 2d 991 (CCPA 1972).




U.S. consumption of animal glue declined steadily from 92 million
pounds in 1972 to 37 million pounds in 1975, primarily as the result of the
limited availability of raw materials and the increased price for animal glue
relative to prices for substitute types of adhesive. In 1976, con-
sumption increased by 61 percent over the 1975 level to 60 million pounds.
Between 1975 and 1976, aggregate LTFV imports almost tripled. Imports from
Yugoslavia increased by over sixfold, imports from West German manufacturers
found to have sold at LTFV almost tripled, imports from Sweden more than
doubled, and imports from the Netherlands inc;eased by 68 percent. In 1976,
the ratio of these imports in the aggregate to U.S. consumption was almost
twice that for 1975.

This investigation has shown that nearly all sales of LTFV animal
glue for which data are available were made at prices below those for domestic
animal glue of comparable grade and to comparable classes of customers. By
taking advantage of LTFV pricing, the importers resold their merchandise
to their customers at prices below those for the domestic product. For
example, sales of animal glue to U.S. producers of gummed tape accounted for
a third of U.S. producers' shipments and for over half of the sales of LTFV
imports in 1976. A common grade of glue sold to the gummed tape producers
is 135-Bloom-gram animal glue. During the period of the Treasury investiga-
tion, August 1976~January 1977, the margin of underselling by LTFV imports
for such sales was as much as 35 percent. Similarly, sales of LTFV animal
glue to U.S. producers of abrasives, adhesives, and paper, which account
for virtually all of the remainder of U.S. sales of LTFV animal glue and
about a third of U.S. producers' sales of animal glue, were also at prices

considerably below prices at which U.S. producers. sold their animal glﬁe.
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The Commission contacted most of the U.S. purchasers of animal
glue that had béen named by the U.S. producers as accounts lost to LTFV
imports. In a significant number of instances, particularly among the
manufacturers of ab%asives, the investigation found that U.S. purchasers
had terminated or reduced their purchases of animal glue ffom U.S. producers
in favor of animal glue sold at LTFV in the United States and that price
was the overriding factor in these firms' decisions to purchase the LTFV
animal glue.

The U.S. industry has suffered from a substantial depression of
prices in the U.S. market as a direct result of LTFV imports, especially
those imported by Olympic Adhesives, Inc., the exclusive importer and dis-
tributor of animal glue from the Netherlands and Sweden. U.S. producers'
prices for animal glue sold to the gummed tape industry, the largest U.S.
customer for U.S;—produced animal glue and LTFV imports of animal glue, fell
by an average of 37 percent from the.third quarter of 1975 to the third
quarter of 1976. Such prices in the second quarter of 1977 were still 28
percent below such prices during the third quarter of 1975. As in the gummed
tape market, U.S. producers' prices to other major markets fell substantially
between the second quarfer of 1975 and the second quarter of 1977. U.S.
producers' prices to manufacturers of adhesives fell by 21 percent, U.S.
producers' prices to manufacturers of abrasives fell by 21 percent, and
U.S. producers' prices to paper manufacturers fell by 3 percent. Customers
in these industries noted that, because of the lower prices being offered
by importers of LTFV animal glue, they were able to apply pressure on U.S.
producers to reduce their prices in order to make specific sales. However,
despite these reductions in price, on the average, LTFV imports continued

to undersell U.S. producers by substantial margins.
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A significant effect of the reduction of U.S. producers' prices to
meet competition from LTFV imports was a drastic reduction in U.S. producers'
profits on their animal glue operations. Although the quantity of U.S.
producers' shipments increased between 1975 and 1976, the reduction in the
average price received on U.S. producers' sales in 1976 resulted in a large
and growing net loss on U.S. producer's operations of animal glue. In 1976,
the financial position of the U.S. industry deteriorated even further from
its low point in 1975. Three of the six plants that manufactured animal
glue prior to 1975 have been closed; two of them closed as the direct result
of poor profitability and lost sales.

Information developed during the course of this investigation shows

that several of the manufacturers found to have sold at LTFV are known
to have the capacity to expand sales to the U.S. market. As long as LTFV
imports continue unabated, U.S. producers' prices and consequently their
profitability will continue to be depressed. Thus, the injury already
suffered by the domestic industry, in all likelihood, will continue in the

future.

Conclusion

The foregoing reasons support our determinations that an industry
in the United States is being or is likely to be injured by reason of the
importation of animal glue from Yugoslavia, Sweden, the Netherlands, and

West Germany found by Treasury to be, or likely to be, sold at LTFV.
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Statement of Reasons of Vice Chairman Joseph 0. Parker

After reéeiving advice from the Department of the Treasury 1/ that
animal glue and inedible gelatin from Yugoslavia, Sweden, the Netherlands,
and West Germany 2/ are being or are likely to be sold in the United
States at less than fair value (LTFV) within the meaning of the Antidumping
Act, 1921, the United States International Trade Commission instituted
investigations Nos. AA1921-169, 170, 171, and 172 under section 201(a)
of the Antidumping Act to determine whether an industry in the United
States is being or is likely to be injured, or is prevented from being
established, 3/ by reason of the importation of such merchandise from
these countries. In order to make an affirmative injury determination
in an antidumping investigation, it is necessary to find that an industry
is being or is likely to be injured and that any injury or likelihood of
injury must be by reason of LTFV imports. In commenting on the injury
necessary for an affirmative determination and the statutory requirement
that such injury be by reason of sales at LTFV, the Senate Committee on
Finance, in its report on the bill which became the Trade Act of 1974 and
which amended the Antidumping Act, 1921, stated:

The term "injury," which is unqualified by adjectives such

as "material" or "serious," has been consistently interpreted

1/ In reaching my determination, I gave no consideration to the letter
received Oct. 21, 1977, from the Department of Treasury advising the
Commission of certain revisions in the margins of dumping for 1 of the
2 Netherlands exporters found to have sold ar LTFV.

2/ Except animal glue manufactured in West Germany by Electro Chemische
Fabrik Kempen G.m.b.H. that was found by the Department of the Treasury
not to be sold at LTFV. All references to sales at LTFV from West Germany
in this opinion are exclusive of those by Kempen.

Q/ Prevention of establishment is not an issue in this case and will
not be further discussed.
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by the Commission as being that degree of injury which the
law will recognize and take into account. Obviously, the
law will not recognize trifling, immaterial, insignificant
or inconsequential injury. Immaterial injury connotes
spiritual injury, which may exist inside of persons not
industries. Injury must be a harm which is more than
frivolous, inconsequential, insignificant or immaterial.

Moreover, the law does not contemplate that injury
from less~than-fair-value imports be weighed against other
factors which may be contributing to injury to an industry.
The words 'by reason of'" express a causation link but
do not mean that dumped imports must be a (or the) principal
cause, a (or the) major cause, or a (or the) substantial
cause of injury caused by all factors contributing to
overall injury to an industry.

In short, the Committee does not view injury caused by
unfair competition, such as dumping, to require as strong
a causation link to imports as would be required for
determining the existence of injury under fair trade
conditions. 1/

The domestic industry

In making my determination, I have considered the domestic industry

to consist of the facilities in the United States devoted to the pro-

duction of animal glue. Presently there are three domestic firms operating

facilities producing animal glue. A fourth firm ceased production of

animal glue early in 1977.

Injury to the domestic industry

Apparent U.S. consumption of animal glue declined steadily from
91.6 million pounds in 1972 to 37.4 million pounds in 1975. 1In 1976,
apparent U.S. consumption of animal glue rebounded strongly, increasing

by approximately 60 percent to 60.1 million pounds.

1/ U.S. Senate, Trade Reform Act of 1974: Report of the Committee on

Finance . . ., S. Rept. No. 93-1298 (93d Cong., 2d sess.), p. 180.

10



-11-

Domestic production, ghich had fallen from 42.6 million pounds in
1972 to 29.2 million pouﬁas in 1975, increased b& 4 million pounds in 1976.
This 4-million-pound increase in production is in contrast with the
23-million-pound increase in apparent domestic consumption in that year.
Domestic shipments, which had also fallen sharply betwéen 1972 and 1975,
increased by only 6 million pounds. As a result of these developments,
the share of domestic consumption accounted for by domestic producers
reached a 5-year low in 1976. Employment and man hours worked in animal
glue operations also reached a 5-year low in 1976.

Even though domestic production increased by 4 million pounds in
1976 over 1975 levels, the valué of net sales of the domestic producers
was less in 1976 than in 1975 as‘a result of sharply declining prices.
In 1976 the industry suffered a higher ratio of net operating loss to
net sales than in any other year during the 1972-76 period énd suffered
net operatingilosses of the same pagnitude as those in 1975. Thus,
although demand for animal glue increased in 1976, the pricing structure
in the market did not permit the industry to achieve break-even operations.
Of the three domestic producers, the one which was most successful, from
the standpoint of profitability, also imported substantial quantities of
imports from LTFV countries, blended these products with other glue,
both domestic and foreign, and undersold other domestic producers in a

significant number of sales.

11
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Injury by reason of LTFV sales

Animal glues imported from the Netherlands and Sweden are imported
and sold in the United States exclusively by one distributor at no
apparent difference in price between imports from the two countries.

This distributor has also imported some animal glue from West Cermany.
Significant amounts of animal glue from West Germany and Yugoslavia are
also imported by a single importer. These imports are frequently mixed
with other imported as well as domestically produced products to obtain
a specific grade of animal glue, making the source of the product
unidentifiable to the consumer. All animal glue is distributed and sold
on a national basis, making all imports competitive with domestically
produced animal glue. On the basis of these factors, I have considered
the cumulative impact of imports from the four countries which Treasury
has determined are being or are likely to be sold at LTFV in making

my determination.

Treasury's investigation covered sales to the United States from
each of the four countries during the 6-month period August 1, 1976-January 1,
1977. Sales of animal glue from Yugoslavia weré found to have been made
at a weighted average margin of 8.8 percent; sales from Sweden and the
Netherlands were found to have been made at weighted average margins of 48
percent and 7 percent, respectively; and sales from West Germany were found
to have been made at a weighted average margin of 49 percent. Total U.S.
imports from these four countries almost tripled in 1976, while their

penetration of the U.S. market and share of domestic consumption almost doubled.

12
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Imports from o;her counfries also increased but not at the rate of
those for the LTFV countries. The Commission's investigation revealed
that imports from each of the four countries undersold similar domestically
produced animal glue in a significant volume of sales.

The majority of the animal glue sold by Olympic Adhesives, Inc.,
is imported from Sweden and the Netherlands. Olympic is the exclusive
importer of animal glue from these two countries. Price comparisons made
with respect to four commonly sold grades of animal glue reveal that
Olympic's prices have consistently been below the weighted average selling
price of domestically produced animal glue and generally have been at
or below the lowest net selling price of the domestic producers. The
investigation established a number of specific instances which clearly
demonstrated that domestic producers lost sales as a result of the lower
prices charged by Olympic.

The largest portion of imports-from West Germany are imported by a
domestic manufacturer and blended with other animal glues of domestic
and foreign origin before being resold, making direct price comparisons
on this merchandise difficult on the basis of country of origin. Those
instances in which data were available to make specific price comparisons,
however, reveal that the weighted average selling prices of at least
25 percent of the imports from West Germany were below the weighted
average selling price and at which the domestic products were sold.

It is also difficult to make specific price comparisons with respect

to imports from Yugoslavia since a significant portion of such imports

13
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are imported by a domestic manufacturer and blended with other animal
glue prior to being resold. In each of those instances where data were
available which permitted specific price comparisons to be made, it was
revealed that the lowest net selling price of animal glue imported

from Yugoslavia was always sold at or below the lowest net selling price

for domestically produced products. In addition, the unit value of products

imported from Yugoslavia indicated that the declared value for duty
purposes was substantially lower than those of other LTFV countries, which
demonstrates the ability of LTFV imports from Yugoslavia to undersell
domestic products and to increase their mafket penetration. The combined
effect of the underselling of domestically produced products by LTFV
imports from these four countries not only caused the domestic industry to
lose specific sales, but also contributed to the decline in prices which
occurred within the industry from 1975 to 1976 and to the increased
penetration of the U.S. market by LTFV imports. The suppression and
depression of domestic prices by imports sold at LTFV was a significant
factor in the inability of the domestic industry to operate profitably

in 1976.

Conclusion

On the basis of these factors, I have determined that an industry in
the United States is being or is likely to be injured by reason of the
importation of animal glue from Yugoslavia, Sweden, the Netherlands, and
West Germany whiéh the Department of the Treasury has found is being

or is likely to be gold at LTFV.
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Statement. of Reasons of Commissioner Italo H. Ablondi

On July 29, 1977, the United States International Trade Commission received
advice from the Department of the Treasury that animal glue and inedible gelatin
from Yugoslavia, Sweden, the Netherlands, and West Germany,l/ are being, or are
likely to be, sold in the United States at less than fair value (LTFV) within the
meaning of the Antidumping Act, 1921, as amended. Accordingly, on August 8, 1977,
the Commission instituted investigations Nos. AA1921-169, 170, 171, and 172 under
section 201(a) of said act 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 importation of animal glue and inedible gelatin from Yugoslavia,

Sweden, the Netherlands, and West Germany, 1/ respectively.

Determination

On the basis of information obtained in the investigations I have determined
that an industry in the United States is being or is likely to be injured by reason
of the importation of animal glue and inedible gelatin from Sweden and the Nether-
lands that are being, or are likely to be, sold at less than fair value within the
meaning of the Antidumping Act, 1921, as amended. At the same time, I have determined
that an industry in the United States is not being and is not likely to be injured,
and is not prevented from being established, 2/ by reason of the importation of
animal glue and inedible gelatin from Yugoslavia or West Germany that are being.
or are likely to be, sold at less than fair value within the meaning of the Anti-

dumping Act, 1921, as amended.

1/ Except animal glue and inedible gelatin produced in West Germany by Electro
Chemische Fabrik Kempen G.m.b.H.

2/ Prevention of establishment of an industry is not in question in these
investigations and will not be discussed further in these views.

15
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Cumulation of imports

The question of whether the Commission should weigh the impact on a domestic
industry of LTFV imports of the same product from each of several countries indi-
vidually or collectively under the Antidumping Act has been considered frequently,
and the Commission has the discretion to examine the particular facts of each case
in order to make a determination of whether cumulative injury should be consid-
ered. 1/

In the instant investigations the nature of imports from Sweden and the Nether-
lands allows for such cumulation of imports since they have been imported exclusively
by one U.S. firm and are commingled by that firm into a single indistinguishable
product that then competes in the U.S. marketplace with imports from other countries
and with domestically produced animal glue and inedible gelatin. The impact of LTFV
imports from Yugoslavia and West Germany should be considered individually for each
country, however, inasmuch as these imports are not brought into the United States
by a single exclusive'distributof, are imported by a variety of unrelated firms, and
are often marketed by those firms without being intermixed with glue from the other
country. I have accordingly concluded that the impact of LTFV imports from Sweden
and the Netherlands should be considered on a cumulative basis and the impact of the
LTFV imports from Yugoslavia and West Germany should be considered on an individual

basis.

The imported article and the domestic industry

Animal glue and inedible gelatin are derived from collagen found either in the
hide or connective tissﬁe,or in the bone structure of the raw material used. Cattle
are the major source of such hides and bones, and production facilities for animal
glue are usually established in close proximity to cattie slaughtering houses or
;anneries. Both hide glue and bone glue are imported from the four countries found
by Treasury to have sold animal glue and inedible gelatin at LTFV. Prior to-1977

16

1/ See, for example, Primary Lead Metal from Australia and Canada * * *
Investigation Nos. AA1921-134 and 135, TC Publication 639, 1974; New On-the-Highway,
Four-Wheeled, Passenger Automobiles from Belgium, Canada, France, Italy, Japan,
Sweden, the United Kingdom, and West Germany * * * inquiry No. AA1921-Inq.-2, USITC
Publication 739. 1975: and S. Ren. No. 93-1298 n 180
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the U.S. industry consisted of four firms, three of which produced hide glue and

one of which produced bone glue. In 1977, the manufacturer of bone glue ceased

production.

Indication of injury to a domestic industry

Economic factors reveal that the domestic industry is being or is likely to
be injured. In 1976, U.S. production of animal glue and inedible gelatin amounted
to 33 million pounds--6 percent below the level of production in 1973 and 1974, and
22 percent below the level achieved in 1972.1/ During January-June 1977, U.S. pro-
duction declined to a level 34 percent below the level of the corresponding
period of 1976,

The percent of capacity utilization for the U.S. producers declined from nearly
90 percent in 1972 to 71 percent in 1976 and 54 percent during January-June 1977.
U.S. producers' inventories as of December 31, 1976, were higher than fer any preceding
end of year total. The number of production and related workers involved in the
production of animal glue and inedible gelatin declined annually during the period
1972-76. In 1976, they numbered 22 percent less than in 1972, and during January-
June 1977 they numbered 26 percent less than during the corresponding period of"
1976. Furthermoré the profitability of each of the firms that produces animal glue
and inedible gelatin on their animal glue and inedible gelatin operations declined
substantially between 1972-74, and 1975 and 1976. 1In large measure, the declining
profitability led to the closing by early 1977 of three of the plants that had been
producing animal glue in 1972 and the complete termination of production of animal
glue by one of the four U.S. producers in 1977. 1In addition, prices received by
U.S. producers on their sales of animal glue and inedible gelatin have fallen

sharply since 1974.

1/ There is some evidence that U.S. demand for animal glue was affected by increas-
ing competition from other types of adhesives on two levels. During the period
1974-76, certain U.S. manufacturers of gummed tape, which have traditionally cq@prised
one of the major markets for animal glue, switched to vegetable glues. During this
same period, manufacturers of gummed tape faced increasing competition in their
own market from other types of tape, namely pressure sensitive plastic tape. While
these factors limited U.S. demand for animal glue to some extent, their effect on
the domestic industry was not of the same magnitude as that of certain LTFV imports.
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Injury by reason of LTFV imports from Sweden and the Netherlands

I have found that the domestic industry is being or is likely to be injured by
reason of the importation of animal glue and inedible gelatin from two of the
countries--Sweden and the Netherlands--under investigation, as did the majority of
the Commission.

The information gathered during the course of the investigations indicates
that, effective early in 1975, animal glue and inedible gelatin from Sweden and the
Netherlands, which had formerly been imported by a variety of importers, began to be
imported exclusively by a newly organized firm, Olympic Adhesives, Inc. The prices
paid by Olympic for such glue declined sharply following the initial
importations and were substantially below U.S. imporfers' prices for glue from
Yugoslavia and West Germany. It appears that as the exclusive U.S. distributor
of animal glue from Sweden and the Netherlands, Olympic was able to obtain its high
volume requirements for animal glue from those sources at prices well below those
that would have prevailed in the absence of such exclusive contractual arrangements.
Olympic generally mixed .the glues from Sweden and the Netherlands in order to
achieve desired levels of stickiness (measured by so-called Bloom grams) and sold
the resulting mixtures (in which Swedish and Netherlands glues were indistinguish-
able fungible prodgcts) at prices well below U.S.-producers' prices for comparably
sticky animal glue and inedible gelatin. All evidence available to the Commission
indicates that other importers-and U.S. producers attempted to lower their prices -
to meet the competition from Olympic, but that Olympic continued to be the
leader in price cutting. The margins of LTFV sales for Netherlands glue--7 per-
cent (when divided by the home-market price) 1/--and for Swedish glue--48 percent
(when divided by the home—ﬁarket price)--were responsible for the extremely low prices
that Olympic was able to offer its customers, thus resulting in substantial price
suppresion or price depression in the U.S. market. Animal glue and inedible gelatin
from Sweden and the Netherlands ihcreased their share df'ﬁ.s, market penetration

during the period of LTFV sales.

1/ In making my determination, I did not consider the;information submitted by
the Department of the Treasury, dated Oct. 21, 1977, with respect to imports of
animal glue and inedible gelatin from the Netherlands.
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No injury by reason of LTFV impor?s from Yugoslavia

I have .found that the domesfié industry is not being and is not likely to be
injured by reason of the importation of animal glue and inedible gelatin from
Yugoslavia. A significant propoftion of the animal glue imported from Yugoslavia
during the period of Treasury's investigation was imported by U.S. producers of
animal glue, to be mixed with U.S. produced animal glue in order to obtain desired
grades of glue for sale to those producers' customers. It appears incongruous that
one of the three complainants in this investigation should complain of LTFV imports
from Yugoslavia when it was one of the major purchasers of such LTFV merchandise.
One should not encourage the breach of a statute and then complain of the resultant
action. 1/ While the prices paid for the glue by the U.S. producers were low, those
prices generally were higher than Olympic's prices for animal glue from Sweden and
the Netherlands, and the animal glue was resold to U.S. customers at prices
competitive with the other U.S. prbducers' prices for comparable grades of glue.
These prices were substantially higher than Olympic's prices to its U.S. customers
for Swedish and Netherlands animal glue. Market penetration by LTFV imports from
Yugoslavia declined considerably from over 8 percent during 1976 to 2.9 percent

during January-June 1977.

No injury by reason of LTFV imports from West Germany

I have found that the domestic industry is not being and is not likely to be
injured by reason of the importation of animal glue and inedible gelatin from
West Germany. As with LTFV imports from Yugoslavia, a substantial portion of U.S.
imports of LTFV animal glue and inedible gelatin from West Germany during the
period of Treasury's investigation was imported by a U.S. producer to mix with

animal glue of its own manufacture to obtain an end product with the desired grade

1/ Cf.,Potassium Chloride (Muriate of Potash) from Canada, France, and West

Germany * * * Investigation Nos. AA1921-50, 59, and 60, TC Publication 303, 1969.
D 19
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of stickiness for sale to its U.S. customers. My comment with regard to a U.S.
producer which imported LTFV animal glue from Yugoslavia yet complained of such
imports to Treasury, applies with greater force, inasmuch as two of the three complainants
were importers of LTFV animal glue from West Germany. While the glue is generally
purchased for relatively low prices, these prices are generally higher than the prices
for animal glue purchased from Sweden and the Netherlands, and the mixtures of domestic
and West German glue sold by the U.S. producer/importers are sold to U.S. customers
at prices comparable with those offered by U.S. producers that do not import, and at
prices substantially higher than those offered by Olympic for its Swedish and
Netherlands glue. U.S. imports from West Germany accounted for less than 3 percent

of apparent U.S. consumption in 1976 and for substantially less than 1 percent of

U.S. consumption in January-June 1977.

Conclusion

In view of the foregoing factors, I have determined that the domestic animal
glue industry is being or is likely to be-injured by reason of the importation of
animal glue and inedible gelatin from Sweden and the Netherlands that are being
or are likely to be sold at less than fair value within the meaning of the Anti-
dumping Act, 1921, as amended. In addition, I have determined, also in view of
the foregoing factors, that the domestic animal glue industry is not being and is
not likely to be injured by reason of the importation of animal glue and inedible
gelatin from Yugoslavia and West Germany that are being or are likely to be sold

at less than fair value within the meaning of the Antidumping Act, 1921, as amended.

20
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Statement of Reasons for Negative Determination
of Chairman Daniel Minchew
On July 29, 1977, the United States International Trade
Commission (Commission) received advice from the Department of Treasury
(Treasury) that animal glue and inedible gelatin from Yugoslavia, Sweden,
the Netherlands, and West Germany (except that produced and sold by
Electro Chemische Fabrik Kempen G.m.b.H. of West Germany) are being, or
are likely to be, sold in the United States at less than fair value (LTFV)
within the meaning of the Antidumping Act, 1921, as amended. Pursuant to
this advice, on August 8, 1977, the Commission instituted investigations
Nos. AA1921-169, 170, 171, and 172 under section 201(a) of said act 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
importation of such merchandise into the United States.
Before the Commission may find in the affirmative in these
investigations, it is necessary that the following two conditions be met:
(1) An industry in the United States is being or
is likely to be injured, or is prevented from
being established, 1/ and
(2) The requisite injury or likelihood of injury

must be by reason of the importation into

the United States of the merchandise which

Treasury has determined is being, or is likely

to be, sold at LTFV within the meaning of the
Antidumping Act, 1921, as amended.

17

Prevention of the establishment of an industry is not an issue
in these investigations and will not be discussed further.
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Determination

On the basis of information obtained in these investigations,
I have determined that an industry in the United States is not being
and is not likely to be injured by reason of the importation of animal
glue and inedible gelatin from Yugoslavia, Sweden, the Netherlands, and
West Germany which are being, or are likely to be, sold at LTFV.

The animal glue and inedible gelatin industry in the United
States is not being injured by reason of LTFV sales of the subject imported
articles. Specifically, the evidence indicates that the second condition
set out above, i.e., any injury being expefienced by the domestic industry
is not "by reason of'" the LTFV imports under consideration. This would be
the case whether the imports from the four countries were to be considered
separately or cumulatively. I have chosen to examine these cases on a

cumulative basis.

The U.S. industry

In these investigations I have considered the relevant industry
to consist of the facilities in the United States devoted to the production
of animal glue. Animal glue is currently manufactured in the United States
by three firms: the Peter Cooper Corps., Milligan & Higgins Corp., and
Swift & Co. A fourth firm, Darling & Co., ceased manufacturing animal glue
in February 1977.

No injury or likelihood of injury by reason of LTFV imports from
Yugoslavia, Sweden, the Netherlands and West Germany

Production of animal glue, as a result of the inability of

producers to obtain necessary raw materials, declined steadily from

22
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42.6 million pounds in"l§72, to 29.2 million pounds in 1975, before
increasing slightly to 33.4 million pounds in 1976. U. S. imports for
consumption declined dufing the same periods from 42.6 million pounds
in 1972 to 13.7 million pounds in 1975, before increasing to 30.3
million pounds in 1976. During the same period, the general price level
for both domestically produced and imported animal glue increased
significantly.

By the end of 1975, producers' shipments had declined by almost
50 percent from their 1972 level. Domestic producers' share of U.S.
consumption, however, increased from 1972 to 1975. Aggregate imports from
countries found to have sold at LTFV declined by 71 percent during this
period, while the ratio of such imports to consumption declined significantly.

As a result of price increases, and of limited availability, numerous
former purchasers of animal glue began to switch from animal glue to other
types of glue. In'l975, however, importers began to offer animal glue at
prices lower than those prevalent in 1974, and competitive with prices of
substitute adhesives in order to bring purchasers back to the market. It
is probable that, were it ﬂot for the overall price reductions, stimulated
by importers in 1975 and 1976, an increasing number of traditional pur-
chasers of animal glue, namely manufacturers of gummed tape, would have
switched to other types of glue, resulting in a further decline in U.S.
demand. The importers' tactic proved effective, however, and in 1976,
U.S. consumption of animal glue increased by 61 percent. Domestic pro-
ducers, participating in the growing market, increased their shipments
of animal glue by 24 percent over the 1975 level.

U.S. consumption of animal glue continued to increase in the

first half of 1977, with consumption 11 percent higher than it was 2Bn
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the same period in 1976, Shipments by domestic producers, who were the
primary beneficiaries of the market growth, increased by a third, while
aggregatebimports from countries found to have sold at LTFV declined by
38 percent. The Commission has seen no indications that these trends

toward increasing domestic share of the market will be reversed.

Conclusion
From this information, I have concluded that any problems the
U.S. industry may have had in recent years are due to factors other than

LTFV imports from Yugoslavia, Sweden, the Netherlands, and West Germany.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Summary

Investigations Nos. AA1921-169, 170, 171, and 172 (animal glue and
inedible gelatin from Yugoslavia, Sweden, the Netherlands, and West
Germany) were instituted by the United States International Trade Com-
mission following the receipt of advice from the Department of the
Treasury that such articles are being, or are likely to be, sold in the
United States at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921, as amended. Treasury’s advice was received on
July 29, 1977, and the Commission is required to make its determinations
not later than October 29, 1977. Treasury’s withholding of appraisement
will extend from August 3, 1977, to MNovember 3, 1977.

The complaints were filed with Treasury by counsel representing
three of the four U.S. producers of animal glue. Treasury’s investiga-
tions covered sales to the United States during the 6-month period
August 1, 1976-January 31, 1977.

The Treasury investigation concerning Yugoslavia was limited to Kemin,
the sole Yugoslav exporter of animal glue to the United States. Treasury
examined all sales of the subject merchandise by Kemin to the United
States during the period of investigation, and found that about 92 per-
cent of those sales were made at LTFV prices. The margins ranged from
1.7 to 23.7 percent, with a weighted average margin for all sales of
8.8 percent.

Treasury’s investigation concerning Sweden was limited to Extraco,
the sole Swedish exporter of animal glue to the United States. Treasury
examined approximately 68 percent of U.S. imports of animal glue from
Extraco during the period of investigation, and found LTFV margins on
all the sales compared. The margins ranged from 41 to 56 percent, with
a weighted average margin- of 48 percent.

The Treasury investigation concerning the Netherlands was limited to
two firms which accounted for all Netherlands exports of animal glue to
the United States, Smits en Zoon and Trommelen. Treasury examined approxi-
mately 65 percent of animal glue sales to the United States by the two
firms, and found that all the sales examined were made at LTFV. The
margins ranged from 0.8 to 17.7 percent, with a weighted average margin
of 7.0 percent.

Treasury’s investigation concerning West Germany was limited to six
firms. Treasury examined most sales of animal glue to the United States
made by the six firms during the period of investigation, and determined
that sales made by one firm, Kempen, were not at LTFV, but that all sales
made by the remaining five West German manufacturers examined were at
LTFV. Weighted average margins for the five firms ranged from 22 to 61
percent, with an overall weighted average margin of 49 percent.
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The two major types of animal glue, hide and bone, are derived from
collagen found either in the hide or connective tissue or in the bone
structure of the raw material used. Cattle are the major source of such
hides and bones. Animal glues are used as a general-purpose adhesive,
most commonly in the gummed tape, abrasive, adhesive, and match industries.
The glues are also used as a sizing agent in the textile and paper
industries.

Apparent U.S. consumption of animal glue declined steadily from 92
million pounds in 1972 to 37 million pounds in 1975, primarily as the
result of the limited availability of raw materials and the increased
price for animal glue relative to prices for substitute types of adhesives.
In 1976, however, U.S. consumption increased to 60 million pounds, or
61 percent over the 1975 level but still 34 percent below the 1972 level.
Consumption continued to increase in January-June 1977 to 11 percent over
the January-June 1976 level.

U.S. producers’ shipments followed the same general trend as con-
sumption, declining from 49 million pounds in 1972 to 25 million pounds
in 1975, and then increasing to 31 million pounds in 1976. In January-
June 1977, shipments were 33 percent above their January-June 1976 level.
-Total U.S. imports also followed the same general trend as consumption,
except that in 1975 the decline in imports was considerably more pro-
nounced. The ratio of total imports to consumption declined from 49
percent in 1973 and 1974 to 37 percent in 1975, and then rose to 50
percent in 1976. During January-June 1977 the ratio was 38 percent--

11 percent below the ratio for the corresponding period of 1976,

The ratio of aggregate imports from the countries found to have sold
at LTFV to apparent consumption declined steadily from **% percent in 1972
to ¥*% percent in 1975, and then increased to #*#*% percent in 1976. The
ratio declined from *** percent in January-June 1976 to *#*%* percent in
January-June 1977. U.S. imports from Yugoslavia declined from 2.5
- million pounds, or 2.9 percent of consumption, in 1973 to 0.7 million
pounds, or 1.9 percent of consumption, in 1975, but then increased to
5.1 million pounds, or 8.5 percent of consumption, in 1976. In January-
June 1977, the ratio of imports from Yugoslavia to consumption was 2.9
percent. U.S. imports from Sweden declined steadily from 1972 through
1975, when such imports totaled 1,0 million pounds, or 2.6 percent of
consumption. In 1976, imports from Sweden increased to 2.4 million
pounds, or 4,1 percent of consumption. During January-June 1977, such
imports were at about the same level as during January-June 1976.

U.S. imports from the Netherlands declined from an annual average
of 6.2 million pounds during 1972-74 to 2.7 million pounds, or 7.3
percent of consumption, in 1975. 1In 1976, such imports increased to
4.6 million pounds, or 7.6 percent of consumption. Imports from the
Netherlands declined by about 27 percent during January-June 1977,
compared with the level during January-June 1976. U.S. imports from-the
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West -Cerman manufacturers found to have sold at LTFV declined from *%%
million pounds, or *** percent of consumption, in 1972 to *** pounds,

or *** percent of consumption, in 1975. 1In 1976, such imports totaled
*%% million pounds, or *** percent of consumption. In January-June 1977,
imports from the West German manufacturers were *** percent below the
January-June 1976 level.

During July-December 1976, approximately the same period as
Treasury’s investigation, imports from each of the countries found to
have sold at LTFV, except the Netherlands, increased significantly
over the levels for the corresponding period of 1975. Imports from
Yugoslavia increased more than threefold, imports from Sweden, 39 per-
cent, and imports from West Germany, more than **%*, while imports from
the Netherlands declined 10 percent. In the aggregate, imports from
countries found to have sold at LTIFV were *** percent higher in July-
December 1976 than in the corresponding period of 1975, "

The average number of production and related workers engaged in
the manufacture of animal glue declined steadily from 260 in 1972 to 204
in 1976. In January-June 1977, the number of such workers declined
further to **%*, primarily because Darling & Co. ceased production. U.S.
producers’ net sales of animal glue declined from an annual average of
$15,5 million during 1972-74 to about $12.5 million in 1975 and 1976.
Net operating profit for the producers’ animal glue operations amcunted
to an average of $332,000 in 1972-74, or about 2.1 percent of net sales.
A net loss of $2.,0 million, or about 16 percent of net sales, was experi-
enced in 1975 and 1976. Data on U.S. producers’ profit-and-loss experience
for January-June 1977 indicate significant improvement in their overall
profitability.
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Overview of Competitive Conditions in the
Animal Glue Industry

In retrospect, 1972 was a quiescent year for the animal glue indus-
try. U.S. consumption of animal glue was at a high level--92 million
pounds--and two of the three major U.S. producers were earning above-
average profits on their animal glue operations. #***, 1In 1972, imports
accounted for 47 percent of consumption, and the share accounted for by
aggregate imports from Yugoslavia, Sweden, the Netherlands, and West
Germany (the countries found by Treasury to have sold at LTFV) was *#*%*
percent.

In 1973 the U.S. economy began a rapid movement into a highly infla~
tionary boom characterized by, among other things, severe shortages and
inventory speculation in many sectors. Orders for animal glue swelled,
but by mid-1974 domestic producers began experiencing difficulty in
obtaining raw materials, namely hides (most of which were being exported),
and increasing costs for whatever raw materials they could obtain. Con~-
sequently, prices for animal glue escalated, and the animal glue industry
began losing important customers, including manufacturers of gummed tape,
many of which switched to substitute adhesives as a result of the glue’s
rising price and their inability to obtain desired quantities. By the end
of 1974, U.S. producers’ shipments had declined by 32 percent from the
1972 peak. The profitability of the two producers which had good profits
in 1972 declined only slightly, however.

Although demand exceeded supply during parts of 1973 and 1974, U.S.
imports during those years declined. One reason for this phenomenon was
the increasing delivered cost of imported glue. The average unit wvalus
for U.S. imports of animal glue more than doubled during the period
1972-74. Also, importers’ inventories were reportedly close to depletion
by mid-1974, and thereafter importers could fill orders only with con-
siderable delays caused by long leadtimes. In view of these circumstances,
numerous former purchasers of animal glue temporarily turned to other
types of adhesives.

In 1975, the U.S. market for animal glue reached its lowest point.
U.S. consumption amounted to 37 million pounds, 59 percent below the
1972 peak. U.S. producers’ shipments were 50 percent below the 1972
level, and imports were down 68 percent. But it was in 1975 that the
seeds were sown for improved market conditions for 1976. First, raw
materials became more plentiful as the year progressed, increasing
U.S. producers’ potential output. Second, Olympic entered the U.S.
animal glue market as the newly formed importer and exclusive distributor
of animal glue imported from the Netherlands and Sweden. Olympic, unlike
other importers and the domestic¢ producers, was not burdened with large
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inventories carried at high unit costs. This was particularly important
since the landed cost of imports declined sharply in the beginning of
1975. Thus, Olympic was able to price its animal glue at levels con-
siderably below those prevalent during the preceding year. Nicholson,
previously the largest importer, lowered its animal glue prices at
approximately this time, and, according to many observers, a price war
ensued. U.S. producers’ prices also dropped sharply at about this timwe.
In general, Olympic’s prices for animal glue were slightly below those
of U.S. producers during 1975, 1976, and January=June 1977. Data on
prices for imports from other countries are, for the most part,
unavailable.

The overall decline in animal glue prices in 1975 attracted the
attention of many former animal glue customers, who, in early 1976,
revived their purchases of animal glue and in turn revived the animal
glue industry as a whole. In 1976, consumption increased 61 percent com-
pared with the 1975 level. Producers’ shipments increased 24 percent,
and imports more than doubled. Imports from countries found to have sold
at LTFV almost tripled.

The general price level for animal glue in 1976 remained low, how-
ever, so that the profitability of the domestic industry was slightly
worse than in 1975 and considerably worse than in 1972. In both 1975
and 1976, *** of the three major producers reported net losses. Aggre-
gate losses for the three firms’ animal glue operations were about $2
million in each of those years. The average number of production and
related workers engaged in the production of animal glue in 1976 reached
its lowest point for the period 1972-76 at 204 workers, compared with
260 workers in 1972. Data for July-December 1976, which corresponds
roughly with Treasury’s period of investigation, reflect in general the
full-year data for 1976, as discussed above, with respect to both importers’
and domestic producers” operations.

During January-June 1977, U.85. consumption of animal glue increased
11 percent, compared with January-June 1976. Domestic producers were the
primary beneficiaries (except for Darling, which ceased production of
animal glue in February 1977), as their shipments increased by one-third
and total imports declined slightly. Imports from countriss found to
have sold at LTFV declined significantly; the ratio of such imports to
consumption declined from #*** percent in January-June 197& ito *%% percent
in January-=June 1977.
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Introduction

On July 29, 1977, the United States International Trade Commission
received advice from the Department of the Treasury that animal glue and
inedible gelatin from Yugoslavia, Sweden, the Netherlands, and West
Germany (except that produced and sold by Electro Chemische Fabrik Kempen

G.m.b.H. of West Germany) are being, or are 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(a)). 1/ Accordingly, on
August 8, 1977, the Commission instituted investigations Nos. AA1921-169,
170, 171, and 172 under section 201(a) of said act 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 importation of such
merchandise from Yugoslavia, Sweden, the Netherlands, and West Germany,
respectively, into the United States. 2/ By statute, the Commission must
render its determinations within 3 months of its receipt of advice from
Treasury--in these cases, by October 29, 1977.

In connection with the investigations, a public hearing was held
on September 15, 1977, in Washington, D.C. Notices of the institution
of the investigations and of the hearing were duly given by posting copies
thereof 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
publication in the Federal Register of August 15, 1977 (42 F.R. 41190). 3/

Following the receipt of complaints on December 23, 1976, from
counsel acting on behalf of Darling & Co., Milligan & Higgins Corp., and
the Peter Cooper Corps. (producers of animal glue and inedible gelatin),
Treasury instituted antidumping investigations concerning imports from
Yugoslavia, Sweden, the Netherlands, and West Germany by publication of
antidumping proceeding notices in the Federal Register on January 26,
1977 (42 F.R. 4920). 4/ Treasury’s notices of the determinations of
sales at LTFV and withholding of appraisement were published in the
Federal Register on August 3, 1977 (42 F.R. 39287). 5/ The withholding
of appraisement will extend for 3 months from the date of publication of
the notices in the Federal Register, or until November 3, 1977.

1/ A copy of Treasury’s letter is shown in app. A.

2/ Although instituting and conducting four investigations, the Com-
mission conducted a combined hearing and is issuing a single report.

3/ Copies of the Commission’s notices of investigations and hearing are
shown in app. B.

4/ Copies of Treasury’s antldumping proceeding notices are presented in
app. C.

5/ Copies of Treasury’s determinations of sales at LTFV and withholding
of appraisement are presented in app. D.

- A-6
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Description and Uses

The two major types of animal glue, hide and bone, are derived from
collagen found either in the hide or connective tissue or in the bone
structure of the raw material used. Both types are principally of cattle
origin, with the packing and tanning industries serving as the primary
sources ‘of the raw material. Hide glues are produced in a wide range of
test grades and are generally stronger and more versatile than bone
glues, which are used predominantly where glues of medium and low strength
are required.

Inedible (or technical) gelatin is produced from the same raw
materials and processed in the same manner as animal glue. The physical
distinctions between inedible gelatin and animal glue are generally
slight, although inedible gelatin frequently contains less grease and
is thus sometimes considered "purer." For commercial purposes, however,
the terms "animal glue" and "inedible gelatin" are used interchangeably. 1/

Animal glues are graded on the basis of comparative jelly and viscos-
ity values. Jelly-strength measurements range from about 30 Bloom grams
(weak jelly) to about 500 Bloom grams (very strong jelly), while viscosity
measurements range from about 25 millipoises (watery) to approximately
200 millipoises (very viscous). 2/

In physical form, animal glues are relatively odorless, dry, semitrans-
parent materials, ranging in color from light amber to dark brown. They
are generally supplied in ground form and sometimes in flake, pearl,
or pulverized states. Dry-form animal glues, sold as such, are prepared
by the customer for industrial use by mixing cold water with the dry
glue and then subjecting the mixture to mild heat. Liquid, flexible,
and nonwarp glues are usually modifications and specialized preparations
of dry-form animal glues. 3/

Animal giues are used as a general-purpose adhesive, most commonly
in the gummed tape, abrasive, adhesive, and match industries. Animal

1/ Because of the strong similarities between animal glue and inedible
gelatin and because inedible gelatin reportedly accounts for less than
5 percent of the U.S. market for the two products combined, the term
"animal glue,”" as used in the remainder of this report, encompasses
inedible gelatin as well.

2/ As a general rule, the selling price for animal glue is a function
of its jelly-strength (or Bloom gram). Viscosity and other qualitative
measurements, such as color and odor, normally have a negligible effect
on price. Consequently, the remainder of this report differentiates ani-
mal glues primarily on the basis of their Bloom gram.

3/ wAx,
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glues are used, to a lesser exteht, as a sizing agent, i.e., glaze
or filler, in the paper and textile industries. 1/ .

In virtually all industries using animal glues, numerous competitive
products are available., While the availability of adhesives such as
synthetic resins and vegetable glues has, to some extent, prohibited the
expansion of the U.S. animal glue market, it is generally believed that
animal glues meet certain technical specifications which are substantially
distinct from those met by other glues or adhesives.

U.S. Tariff Treatment

Animal glue and inedible gelatin are dutiable under items 455.40
and 455.42 of the Tariff Schedules of the United States (TSUS). The
column 1 (most-favored-nation) rate of duty for TSUS item 455.40, which
applies to inedible gelatin and animal glue valued under 40 cents per
pound, is 0.8 cent per pound plus 5 percent ad valorem; the column 2
rate is 2.5 cents per pound plus 20 percent ad valorem. The column 1
rate of duty for TSUS item 455.42, which applies to inedible gelatin and
animal glue valued at 40 cents or more per pound, is 2.0 cents per pound
plus 6 percent ad valorem; the column 2 rate is 8.0 cents per pound plus
25 percent ad valorem. 2/

There is no duty applied to imports of these items from bene-
ficiary countries under the Generalized System of Preferences (GSP).
The column 1 rates of duty, which have been in effect since January
1, 1972, represent the last of five staged reductions negotiated during
the Kennedy round of trade negotiations pursuant to the General Agree-
ment on Tariffs and Trade. Prior to January 1, 1968, the column 1
rates of duty had been l.625 cents per pound plus 10 percent ad valcrem
for TSUS item 455.40 and 4.0 cents per pound plus 12.5 percent ad valorem
for TSUS item 455.42. 3/

1/ The paper industry provides two interesting examples of the versa-
tile uses of animal glue, namely, as a sizing agent in the production of
all U.S. currency and in the treating of antipollution devices in
paper mills,

2/ In 1976 the average ad valorem equivalent for U.S. imports of
inedible gelatin and animal glue (excluding those imports which entered
duty free under the Generalized System of Preferences) under TSUS item
455,40 was 13.4 percent, and for those under TSUS item 455.42, 12.0
percent. :

3/ The probable economic effects statement from the Trade Agreement
Digest on TSUS items 455.40 and 455.42 is included in this report as
app. E.
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Nature and Extent of Sales at LTFV

LTFV sales from Yugoslavia

Treasury’s investigation of U.S. imports of animal glue from
Yugoslavia covered the 6-month period August 1, 1976-January 31, 1977.
The investigation was limited to Kemin, a subsidiary of H. P. Kolinska,
the sole Yugoslav exporter of animal glue to the United States. 1/

- Treasury examined all sales of the subject merchandise by Kemin to
the United States during the period of investigation, and found that
about 92 percent of the sales were made at LTFV prices (table 1). The
margins ranged from 1.7 to 23.7 percent, with a weighted average margin
for all sales of 8.8 percent. 2/ The aggregate value of LTFV sales
margins during the period of sales examined was ***, Because Treasury
did not withhold appraisement until August 3, 1977, none of the potential
dumping duties for sales from August 1, 1976, through January 31, 1977,
are collectable. '

In determining LTFV margins, Treasury calculated the home-market
price (or fair value) on the basis of the f.o.b. plant price to unre-
lated purchasers in Yugoslavia. 3/ In certain instances, adjustments
were made for differences between similar, but not identical, merchandise
sold in the home market and to the United States.

Since all merchandise compared was purchased or agreed upon for
purchase prior to the time of exportation, Treasury calculated the
purchase price on the basis of the f.o.b. Yugoslav port price and/or
the c.i.f. Boston, Mass., price, with appropriate deductions for inland
and ocean freight, insurance, and handling expenses.

1/ The Treasury memorandum is presented in app. F.

2/ As calculated by the U.S. International Trade Commission (dollar
margin divided by home-market price). Margins as calculated by Treasury
(dollar margin divided by purchase price or exporter’s sales price)
ranged from 1,7 to 31 percent, with a weighted average margin of 9.7
percent for the sales compared.

3/ Treasury determined that the economy of Yugoslavia "is not state-
controlled to an extent that sales or offers of sales of such or similar
merchandise in Yugoslavia do not permit a determination of foreign market
value."

A-9
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LTFV sales from Sweden

Treasury’s investigation of U.S. imports of animal glue from
Sweden covered the 6-month period August 1, 1976-January 31, 1977. The
investigation was limited to Extraco A.B. (Extraco), the sole Swedish
exporter of animal glue to the United States. 1/

Treasury examined approximately 68 percent of U.S. imports of
animal glue from Extraco during the period of investigation, and found
LTFV margins on all the sales compared (table 1). The margins ranged
from 41 to 56 percent, with a weighted average margin for all sales of 48
percent. 2/ The aggregate value of margins of sales at LTFV was approxi-
mately ***, Because Treasury did not withhold appraisement until
August 3, 1977, none of the potential dumping duties for sales from
August 1, 1976, through January 31, 1977, are collectable.

In determining LTFV margins, Treasury calculated the home-market price
(or fair value) on the basis of the f.o.b. plant price to an unrelated
purchaser in the home market. #**%,

Since all merchandise examined was purchased or agreed upon for
purchase prior to the time of exportation, Treasury calculated the pur-
chase price on the basis of the c.i.f. Boston, Mass., price to unrelated
purchasers, with deductions for ocean freight and other charges included
in the price and incurred in bringing the merchandise from the shipping
point to the delivery point.

LTFV sales from the Netherlands

Treasury’s investigation of U.S. imports of animal glue from the
Netherlands covered the 6-month period August 1, 1976-January 31, 1977.
The investigation was limited to. the two firms which accounted for all
Netherlands exports of animal glue to the United States, Wed P. Smits en
Zoon B.V. (Smits en Zoon) and Lijmfabriek C. Trommelen (Trommelen). 3/

Treasury examined approximately 65 percent of the animal glue sales to
the United States by Smits en Zoon and Trommelen during the period of inves-
tigation, and found that all sales examined were made at LTFV (table 1). 4/
The margins ranged from 0.8 to 18.0 percent, with a weighted average

1/ The Treasury memorandum is presented in app. F.

2/ As calculated by the U.S. International Trade Commission (dollar mar-
gin divided by home-market price). Margins as calculated by the Treasury
(dollar margin divided by purchase price or exporter’s sales price) ranged
from 70 to 126 percent, with a weighted average margin of 93 percent for
the sales examined.

3/ The Treasury memorandum is presented in app. F.

4/ Chairman Daniel Minchew notes that on October 21,1977, the Department of
the Treasury advised the Commission that it had recalculated the margins with
respect to Trommelen. According to Treasury's recalculations, Trommelen's
margins ranged "from 35.4 to 46.8 percent and its weighted average margin is
43.0 percent.'" The revised weighted average country margin, according to the
Treasury letter, was 19.6 percent.
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margin for all sales compared of 7.0 percent. 1/ The aggregate value of
margins of sales at LIFV was #**%*, Because Treasury did not withhold
appraisement until August 3, 1977, none of the potential dumping duties
for sales from August 1, 1976, through January 31, 1977, are collectable.

In determining LTFV margins, Treasury calculated home-market price
(or fair value) on the basis of the ex-factory price to unrelated Nether-
lands purchasers of glue from Smits en Zoon, and on the basis of delivered
prices to unrelated purchasers of glue from Trommelen. Adjustments were
made for inland freight discounts to a distributor, technical services,
and differences in packing costs. The Netherlands manufacturers were
disallowed claims for certain additional adjustments, including differ-
ences in merchandise and the level of trade, and unanticipated fluctuations
in the currency exchange rate.

The purchase price was calculated on the basis of the f.o.b. foreign
port price or the c.i.f. U.S. port price to the unrelated U.S. purchaser.
Deductions were made for ocean freight, trucking, loading, inland freight,
and handling charges where appropriate.

LTFV sales from West Germany

The majority of U.S. imports of animal glue from West Germany
during Treasury’s period of investigation, August 1, 1976, through
January 31, 1977, were manufactured by Electro Chemische Fabrik Kempen
G.m.b.H. (Kempen), and five other firms. 2/

Treasury examined most sales of animal glue to the United States
made during the investigatory period, and determined that sales by
Kempen were not at LTFV but that all sales by the five other West German
firms examined were made at LTFV (table 1l). Weighted average margins for
the five firms ranged from 22 to 61 percent. 3/ The overall weighted
average margin for the five firms was 49 percent, and the total value of
the LIFV margins was *%%,

In its determination, Treasury calculated the home-market (or
fair value) price for Kempen on the basis of the delivered price to

1/ As calculated by the U.S. International Trade Commission (dollar
margin divided by home~market price). Margins as calculated by Treasury
(dollar margin divided by purchase price or exporter’s sales price)
ranged from 0.8 to 22,0 percent, with a weighted average margin of 7.5
percent for the sales examined.

2/ The Treasury memorandum is presented in app. F. )

3/ As calulated by the U.S. International Trade Commission (dollar
margin divided by home-market price). Weighted average margins as
calculated by Treasury (dollar margin divided by purchase price or
exporter’s sales price) ranged from 28 to 158 percent.
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unrelated West German purchasers, with adjustments for inland freight
and for differences in packing costs. In determining LTFV margins for
the West German manufacturers other than Kempen, the home-market price
was used. The purchase price was calculated on the basis of the c.i.f.
or f.o.b. price to unrelated U.S. purchasers, with deductions made

for inland and ocean freight and insurance.

The Domestic Industry

U.S. producers

The number of U.S. producers of animal glue declined steadily
from 23 firms in 1955 to 6 in 1968 and to 4 in 1972. Factors which
reportedly precipitated the decline include raw-material shortages
resulting from the migration of cattle-packing plants to feed areas and
away from such traditional market areas as Chicago; increasing competi-
tion from imports; and, in recent years, the high cost of pcllution
control. '

There are currently three firms engaged in the nroduction of
animal glue: Milligan & Higgins Corp., a division of Hudson Industries
Corp.; the Peter Cooper Corps.; and Swift & Co. A faourth firm, Darling &
Co., moved its operations to a new plant in January 1976, but in February
1977 ceased manufacturing animal glue. 1/ Peter Cooper closed a Chicago
plant in June 1976, 2/ and Swift closed a St. Paul, Minn., plant in
1975. :

Milligan & Higgins, Peter Cooper, and Darling {(the petitioners
in the instant investigations) have accounted for ahcut 90 nercent of
total U.S. production of animal glue in recent vears. Sinre 1971, sales
of animal glue by these firms have accounted for about 7% percent of
sales of all products manufactured in the establishments manufacturing
animal glue. In addition to animal glue, Peter Cooper manufac-
tures edible gelatin, and Darling and Swift manufacturs tallow,
chemicals synthesized from tallow, and other animal hyproducts.

1/ Company officials cited import price competition a5 the resson
for the shutdown, which they hope, the Commission was informed, will
be temporary. ’

2/ According to company officials, the Jume 1976 closiug was
intended to be temporary. They indicated that market conditicas did
not improve, however, and that in December 1976 it was decided to
permanently close and dismantle the plant.

A-13
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The U.S. producers of animal glue and the locations of their
corporate headquarters and plants are as follows:

: Corporate :  Animal glue
Company : headquarters : plant
Milligan & Higgins Corp-————=r—=- : West Orange, N.J.: Johnstown, N.Y.
Peter Cooper Corps ¢ Gowanda, N.Y. t Oak Creek, Wis.
Darling & Co : Chicago, Ill. : Chicago, Ill. 1/
Swift & Co : do :+ St. Joseph, Mo.

1/Ceased production of animal glue in February 1977.

Channels of distribution

Virtually all animal glue is sold directly by the manufacturer or
importer to producers of various types of merchandise. The majority of
such sales are made to manufacturers of gummed tape, abrasives, adhe-
sives, paper, gaskets, and textiles. In addition, smaller quantities of
animal glue are purchased by furniture, match, fiberglass, and book
manufacturers.

As shown in table 2, sales of animal glue to manufacturers of gummed
tape duriung (%975, 1976, and January-June 1977 accounted for a significantly
larger percemtage of importers’ total sales than of total sales by domestic
producers. fGummed tape manufacturers’ total purchases of animal glue
declined sharply in 1974 and 1975, as a large number of them switched to
vegetable giues. The data in table 2 largely reflect importers’ success

in inducing certain gummed tape manufacturers to switch back to animal
glue for their adhesive requirements.

Most arimal glue is sold in dry form, in either 50- or 100-pound
sacks. Manufacturers and importers blend animal glues from production
batches of varying grades to obtain a glue that will meet the precise
specifications ordered by the customer. A U.S. producer will occasion-
ally mix glue produced in-house with glues from other U.S. or foreign
manufacturers to obtain specific results. Importers follow a similar
practice, normally blending animal glues from more than one foreign
supplier to meet their customers’ requirements. As a result, it is
often impossible for customers to determine the exact origin of the
animal glues they purchase.
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Table 2.—Animal glue{ ‘Share of U.S. producers’ and importers’ shipments
‘accounted for by major end uses, 1972, 1975, 1976, and January-June 1977

(In percent)

:Gur : -3 - : : : :
i tape sives s sives sPaperiatchesi e trextites? other
Shipments by : : : : : : : :
U.S. : : : : : : : :
producers:: : : : : : : :
1972-———=emm : 22,5 : 18.0 : 8.0 : 7.0 : 5.2 : 3.2 : 2.7 : 33.4
1975=—==m=mm : 23.5 : 25.9 : 7.0 ¢ 5.1 : 5.3 : 3.0 : 1.5 : 28.7
1976~—===mm- : 32.3 ¢ 22,1 : 5.0 : 5.8 : 4ob 3.8 : 3.1 ¢+ 23.5
1977 (Jan.- : : : : : : :
June)-——-~ + 21,1 ¢ 20.5: 12.4 : 4.8 : 3.5 : 4,2 3.0 :  30.4
Shipments by : : : : : : : :
U.S. : : : : : : : :
importers:: : : : : : : :
1972-—=————- s 1/« 1/ ¢« 1/ « 1/« 1/ : 1/ 1/ : 1/
o)y T— . kkk g kkk 3 kkk ;3 kkk kkk o Kk o kkk Tkk
-y 2 — s kkk g kkk o kkk 3 kkk kkk kkk kkk . *kk
1977 (Jan.- : : : : : : : :
June)————- s kEkE . ET T I kk% o kkk k% o Kk% s *kk . K k%

.o
.o

1/ Not available.
Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
Consideration of Injury or Likelihood Thereof

by Reason of LTFV Sales

U.S. consumption

Apparent U.S. consumption of animal glue dropped from 91.7 million
pounds in 1972 to 37.5 million pounds in 1975 (table 3). The decline was
characterized by two stages: first, a surge in demand coupled with raw-
material shortages (1973 and 1974); and second, a shift from animal glue to
alternative products as a result of increasing prices (1974 and 1975).

In late 1973 and early 1974, animal glue purchasers placed unusually
large orders. Beginning in 1974, however, animal glue producers encoun-
tered acute raw-material shortages 1/ and were unable to meet the grow-
ing demand. Prices for raw materials increased as their availability
became more limited, and the increased costs to animal glue producers led
to higher prices for the glue itself.

1/ The shortages were the result of increasing U.S. exports of cattle
hides and skins, which more than doubled during 1973-75.
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Thus, in early 1974,’animal glue prices began a surge that was
to last the entire year. In view of animal glue’s increasing price and
limited availability, some customers turned to alternative products to
fulfill their adhesive requirements. Of such customers, the most note-
worthy were the gummed tape producers, which traditionally provided the
largest single market for animal glue. In 1974 and particularly in 1975,
gummed tape manufacturers faced a declining market for their own product, 1/
due largely to increasing competition from substitute products 2/ and
deteriorating general economic conditions. As a result, many gummed tape
manufacturers switched to the lower priced vegetable (or starch) glue, a
suitable but less preferred type of adhesive.

Animal glue prices declined in 1975, and continued to do so
throughout most of 1976. Apparent U.S. consumption rebounded strongly
in 1976 to 60.2 million pounds, or 61 percent over the level in the
preceding year but still 34 percent below the 1972 level.

During the period 1972-76 and January=-June 1977, imports played a
major role in meeting U.S. demand, supplying between 37 and 50 percent of
apparent U.S. consumption annually. The four countries found to have
sold at LTIFV, together with the People’s Republic of China and Brazil,
were the leading foreign suppliers of animal glue to the United States.
The share of U.S. consumption accounted for by imports from countries
found to have sold at LTFV ranged from a low of **%* percent in 1975 to a
high of *** percent in 1976, while the ratio of combined imports from
China and Brazil to consumption peaked in 1976 at 14 percent.

U.S. capacity -

The capacity of U.S. firms to produce animal glue, as shown in
table 4, declined from 48 million pounds in 1972 to 36 million pounds
in 1975, in major part reflecting Darling’s temporary cessation of
production in that year while transferring its animal glue operations
to a new plant. The increase in capacity to 47 million pounds in 1976
reflects the increase in capacity attributed to Darling’s new plant.
The ratio of animal glue production to capacity followed a generally
downward trend during 1972-76, but increased slightly during January-
June 1977.

1/ U.S. producers’ shipments of gummed tape declined from *** million
cartons in 1973 to *** million cartomns in 1975, or by 28 percent.

2/ Apparent U.S. consumption of pressure sensitive plastic tape, a
major substitute for gummed tape, more than tripled between 1973 and
1976.
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U.S. production, shipments, and foreign trade

U.S. production of animal glue declined from 42.6 million pounds
in 1972 to an annual average of 35.5 million pounds in 1973 and 1974
and to 29.2 million pounds in 1975 (table 5). Production then rose to
33.4 million pounds in 1976--22 percent below the 1972 level. Produc-
tion during January-June 1977 was #*** percent below that for the corres-
ponding period of 1976, mainly because of Darling’s plant closure.

Producers’ shipments followed a trend similar to that for produc-
tion during 1972-76. In January-June 1977, however, shipments increased
(while production declined) by 34 percent over the January-June 1976
level. Exports of animal glue have been small in recent years, amount-
ing to less than 5 percent of total producers’ shipments in each of the

years 1972-76.

In July-December 1976, the approximate period of Treasury’s investi-
gation, both U.S. production and producers’ shipments were higher than
the July-December 1975 levels, but they remained lower than the average
for the corresponding periods of 1972-74, as shown in the following
tabulation (in thousands of pounds):

July-December--

Item ) , , , .
fore72 Y1973 Y 1974 P 1975 Y 1976
Production-——=—=—==~-- : 18,642 : . 16,410 ¢ 17,917 : 12,089 : 15,305

Producers’ shipments--: 23,142 : 19,289 : 13,763 : 12,560 : 14,725

. . .
- . .

Note.——-Data on Swift & Co. are not included.

U.S. animal glue producers, particularly Milligan & Higgins, import
large quantities of animal glue; such imports are often blended with
glues of their own manufacture. Imports by U.S. producers averaged
*** million pounds annually during 1972-76, peaking at **%* million
pounds (*** percent of total U.S. imports) in 1975, the height of their
raw material shortages. In 1976, such imports by U.S. producers amounted
to *** million pounds, or *** percent of total U.S. imports.
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Table 5.--Animal glue: U.S. production, producers' shipments, exports,
and imports for consumption by U.S. producers, 1/ 1972-76, January-
June 1976, and January-June 1977

: f Producers' I Sha?e of
‘ : ) ' shipments ° mports :total imports
Period : Production : (includin : Exports : by U.S. :accounted for
: : g . : producers : by U.S.
exports) .
: : : producers
1,000 : 1,000 : 1,000 1,000 :
pounds :  pounds : pounds : pounds : Percent
1972--cmmmmme e : 42,619 : 49,391 : 328 : *khk . *kk
1973---memmmmmeee - - : 35,383 : 43,514 : 727 : *k% Kk
1974 - ccmmimme oo - : 35,558 : 33,394 : 1,477 : k% *kk
1975----mmmm e : 29,224 24,828 : 1,028 : kkk kK
1976--------------- : 33,352 : 30,772 : 919 : Rk k%
January-June-- : : : : :
1976--~-------~-- : 18,047 : 15,472 @ 344 k& . Kk

1977 -------moeam- : 11,882 : 20,673 : 505 : k% *kk

1/ Data on Swift & Co. are not included.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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U.S. inventories

As shown in table 6, U.S. producers’ inventories of animal glue
declined in 1973,. almost doubled during 1973-76, but declined sharply
during January-June 1977. The lower inventories reported for 1973 and
1974 were attributable to an increase in demand and the limited
availability of raw materials.

Table 6.—Animal glue: U.S. producers’ inventories, Dec. 31 of
1972-76 and June 30 of 1976 and 1977

(In thousands of pounds)

. : Inven~-
Period :  tories 1/
As of Dec. 31-- :
1972 ———— : 15,348
1973 : 9,044
1974 : 12,973
1975 : 16,951
1976 : 17,355
As of June 30-- :
1976 : 18,036

1977 : *k%

1/ Data on Swift & Co. are not included.

Source: Compiled from data submitted in response to question-
naires of the U.S. International Trade Commission.

U.S. imports

Total U.S. imports of animal glue declined without interruption from
42.6 million pounds in 1972 to 13.7 million pounds in 1975, but then rose
to 30.3 million pounds in 1976, as shown in table 7. In January-June 1977,
such imports amounted to 12,6 million pounds, 13 percent below the amount
imported during the corresponding period of 1976. The ratio of total U.S.
imports of animal glue to apparent U.S. consumption declined from 49 per-
cent in 1974 to 37 percent in 1975, but amounted to 50 percent in 1976.
In January-June 1977, the ratio of such imports to consumption was 38
percent--11 percent below the ratio for the corresponding period of 1976.
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Table 7.=—-Animal glue:
1972-76, January-June 1976, and

U.S. imports, by sources,
January-June 1977

ee o9 oo e

January-Juons-

Source . 1972 1973 ., 1974 , 1975 1976 . o
. . . . 1976 . i%0
5 Quantity (1,000 pounds)

GSP countries: : : : : : : :
Brazile==m=e—e—mmmeeam e 2,492 ¢ 2,670 ¢ 2,798 ¢ 2,022 : 3,562 : 2,442 ¢ 1
Yugoslavia-~--==m==ama= : 1,236 ¢ 2,480 : 1,128 : 695 ¢ 5,092 @ 2,545 *
Uruguay—=-=-=~=c==mne== : 620 : 692 : 841 : 640 : 1,000 : 520 :
MexXiCom=mmmmmmmm e : 100 : 34 359 : 409 : 401 : 201 : 269
MOTOCCO=m=mmmmmm e m o : 0: 0: 0: 0: 110 : 110 : 0
Portugal------~=-ce-u==: 38 : 93 : 175 : 77 : 66 33 : 0
Argentina--=--~-==me=-- : 120 : 598 : 180 : 20 @ 40 0 : 719
Republic of China------ : 0. 80 : 0 : 2 : 1: 1: 220
Guatemala-===mmmmam———- : 0: 0: 0: 0: 1: 1: 0
Pakistan---~-—-==mewew= : 192 : 507 : 164 : 44 0 : 0 : 0
Ghana-=e=====—=mecm———- : 0 . 0 : 0 : 37 0 : 0 : 0
Indigmm=m=mmmm— - m——— : 0 : 0 : 386 : 0 : 0 : 0 : 9
Hong Konge--mmmmmm==a-- : 0 : 750 : 0 : 0 : 0 : 0 : 9
Colombigmemmmmmremmm——— : 93 : 0 : 0 : 0 : 0 : 0 : 9
Nicaragua--=-========-- : 36 : 0 : 0 : 0 : 0 : 0 : 5
Republic of Korea--=-=- : 187 : 0 : 0 : 0 : 0 : 0 = 0

Total=-memmmmemm e ¢ 5,114 ¢ 7,904 : 6,031 : 3,947 * 10,274: 5,060 - 3,701
Non-MFN countries: : : : : : : :
Pecple's Republic of : : : : : : :
China-=-=c-mcermmonem" : 6,816 : 8,623 : 3,609 : 440 * 4,980 : 1,121 - 3,497
U.S,S.Rmmmm mmmmmm e e em : 222 : 2,226 : 2,433 : 231 @ 626 430 ¢ 141
German Democratic - : : : : : :
Republic--====mommm—— : 0 : 88 : 44 0 : 0 : 0 : 0
Czechoslovakia--~~===== : 0 : 22 : 0 : 0 : 0 : 0 : 0
Hungary-=—====-meoo--=- : 0 22 ¢ 0 : 0 : 0 : 0 : 40
Total---===cccmmcmcn= : 7,038 : 10,959 : 6,086 : 671 ¢ 5,606 ¢ 1,551 : 3,678

All other countries: : : T : : : :
Netherlands-=-=~===~m=x : 5,906 : 6,867 ¢ 5,685 : 2,741 : 4,606 : 2,722 : 1,996
Jtaly-=-memc e cccn e e s 2,228 927 : 859 : 714 : 3,177 ¢ 1,354 : 437
Federal Republic of : : : : : : :

Germany--===~=wmmmmn- : 8,181 : 4,609 : 4,734 : 2,070 : 2,478 : 1,198 : 4971
Swedenem—memcccmae-— ~w==-: 3,840 : 1,924 : 1,392 : 986 ¢ 2,441 : 1,401 : 1,321
Japanemmemmmmm e : 40 : 33 ¢ 66 : 35 : 572 : 43 = 359
Poland----=-=cmrenenwa— : 3,867 : 3,331 : 2,447 : 515 ¢ 916 : 488 159
Republic of South : : : : : : :

Africam-mmmmmcmmcea—— : 950 : 845 : 714 = 679 : 840 : 360 : 120
Belgium-~---==wromme=== : 960 : 953 ¢ 1,751 : 556 : 201 ¢ 120 - 120
United Kingdom---~==c-~ T 2,245 ¢ 1,029 : 482 ¢ 682 : 87 : 45 3
Canada-=-=mmmmmee—————— : 1,387 : 454 : 208 : 42 ¢ 118 48 ¢ 176
France--==mmmmecmnnwaw=" : 5 3 4 6 : 26 6 * 1 = 3
Switzerland-----==----== : 459 0 : 2 1 : 1 1 : 0
Finland-«=-e=memedeena= : 0 : 0o : 45 o 0 0 ° 0
Australige=—=s=romnon e : 310 : 420 : 0 : 0o : 0o : 0 : 0
Spain=m=mmm e m e : 91 : 0 : 0 : 0 : 0 : 0 : 0
Denmark-=--~===wceamwn—— : 1/ 5 0 : 0 : ‘0 0 _: 0 = 0

Total---=-====mmcmumn : 30,467 : 21,377 : 18,392 : 9,046 : 14,443 : 7,780 i 5,185A-22

Total impoTts==--=--- 142,619 : 40,239 : 30,509 : 13,665 : 30,323 : 14,391 : 12,563

1/ Less than 500,000 pounds.
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Table 7.——Animal.g1ué: U.S. imports, by sources, 1972-76,
January-June 1976, and January-June 1977--(ontinued

1/ Less than $500.

. - . January-June--
Source 1972 1973 1974 1975 ° 1976
. . 1976 1977
Value (1,000 dollars)

GSP countries: : : : : :
Brazil-===cm-cmeememee 456 668 : 1,681 : 831 : 1,216 : 818 : 278
Yugoslavia~=-~~===-==u= 247 493 468 355 : 772 : 489 322
Uruguay=--====ceememoua: 76 134 : 333 : 170 : 225 : 120 : 111
MeXico-mmmmmmmmmmm e ee 20 35 : 414 ¢ 245 154 : 80 : 72
MOroCCOmmmmmmmmm e e e} T T o T 42 42 : -
Portugal --====cceuc——u- : 12 : 39 : 93 : 53 : 15 : 15 : -
Argentina~-----=--==---- : 29 : 136 : 74 7 : - - 177
Republic of China------ : - 15 : - 1/ : 1°: 1: 34
Guatemala~==-—=mwacmaaa: - - - 25 : 1: 1: -
Pakistan-----=me-cccem- : 32 : 104 : 90 : 16 : - - -
Ghana---=-=c=cemcmcmcu-- - - - - - - -
Indig-======mmmmmmmmem : - - 155 -3 - - -
Hong Kong-----====meeu-: - 80 : - - - - -
Colombiga--=-==m===uau-- : 48 - - -2 - - -
Nicaragua---===--=-----: 9 : - - -3 - - -
Republic of Korea—-----: 25 - - - - - -

Totalemmmmmmemmm—aean: 954 1,705 : 3,309 1,702 : 2,450 1,567 992

Non-MFN countries: : :

People's Republic of : : : :

China-==me=cememme—- 873 : 1,255 : 1,189 : 370 ¢ 1,088 358 657
U.S.5.R.=——==mmmmmmmee 19 ¢ 280 : 346 : 34 ¢ 77 50 26
German Democratic : : :

Republic-m=mmmmamann—y - 3 16 : 12 : - - - -
Czechoslovakia--==--=-- : - 4 e - - - - -
Hungary-==--=cemecmmaaa-" - - - - - - 8

Total=-w=ommmmmm e : 892 : 1,554 : 1,548 : 404 ¢ 1,165 408 : 691

All other countries: : : : : : : :
Netherlands----=~-=~~--: 1,289 1,949 : 2,071 : 880 : 1,197 : 694 537
Italy—=ceom e e 550 286 619 : 343 : 864 : 520 : 178
Federal Republic of : : : : :

Germany—-===-ecemmana 1,442 1,191 ¢ 2,234 : 1,161 : 825 : 443 142
Sweden-=recmmmenmmmee 765 513 : 769 : 334 : 650 : 419 : 310
Japan------eemmmmnnen ey 8 7 40 : 23 : 182 : 20 : 106
Poland-=--===mmeeneam— 480 596 : 825 : 163 : 176 : 87 : 34
Republic of South : : : : : :

Africa-=-ww-emmmmea——— : 119 : 153 : 216 : 113 : 121 ¢ 52 : 18
Belgium-=-m=-mmeeeeneam 166 : 208 : 603 : 138 : 42 21 : 32
United Kingdom-=====w==: 356 : 278 : 257 : 209 : 30: - 14 4
Canada--=--=~==mmmemumn 306 : 153 186 : 20 : 29 : 15 : 42
France------=-ceemceaa; 4 2 6 : 12 : 6 : 1: 2
Switzerland---=sm=nme==: 90 - 5: 4 1 1 -
Finland-----==ccmoemaaa: - 21 : - - - -
Australia--=--=cceeceaa-; 38 55 ¢ - - - - -
Spain-==e-cmem e am e 26 - - - - - -
Denmark=====mcmemmaeae- 1/ - -3 -1 - -, -

Total=memmmmcmmcm e 5,641 5,390 : 7,853 : 3,400 : 4,123 2,289 ¢ 71,404

Total imports--------: 7,487 8,649 : 12,709 : 5,506 7,738 4,264 ¢ 3,087



Table 7.~-Animal glue:
January-June 1976,
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U.S. imports, by sources, 1972-76,
and January-June 1977--Continued

os oo

f January-June--—

Source i 1973 1974 1976 1976 f 1977
3 Unit value (cents per pound)

GSP countries: : : : : : : :
Brazile=emece— e ————— : : 25.0 : 60.1 : 1 34.1 . 33.5 24.5
Yugoslavia-=-=-meemnaa=-: : 19.9 : 41.5 .1 15.2 . 19.2 . 34.0
Uruguay-==-==-mecmaeaa- : 19.4 39.6 : .6 ; 22.5 ; 23.1 . 23.1
MeXiCO=mmmmm m e : 102.9 : 115.3: .9 38.4 . 39.8 . 36.0
MOTOCCO~=mmmmm e mm e - - - 38.2 : 38.2 . -
Portugal-====ememacmcaaa : 41.9 53.1 68.8 : 45.5 45.5 . -
Argenting-——-=--emmmamay 22.7 ¢ 41.1 35.0 ; 17.5 . - 24.6
Republic of China------: 18.8 : - 15.0 ; 200.0: 100.0 : 15.5
Guatemala-—=====c==a--n : - - -: 100.0: 100.0: -
Pakistan-—=—emmme—e————- : 20.5 54.9 . 56.8 - - -
(6 1:1 V- T a— - - 43.2 ; - - -
Indige=memme e e : - - 40.2 . - - - -
Hong Konge===meemecana- : - 10.7 - - - - -
C010Mbjgmmmmmmm e e e e : 51.6 : - - - - -
Nicaragua--=----==------=:  25.0: - = - - -
Republic of Korea=—-==- : 13.4 - - - ol -

Average-~-===c-e==e=-:  18.7 : 21.6 : 54.9 ~23.8; 31.0 : 26.8
Non-MFN countries: :
People's Republic of : : :
Chingeememcmmcmcccceaa; : 14.6 : 32.9 21.8: 31.9: 18.8
U.S.S.Rimemmmmcmmm e e : : 12.6 : 14.2 12.3: 11.6 : 18.4
German Democratic : : : : :
Republicmm=-emmmcnann : : 18.2 ¢ 27.3 ¢ : - - -
Czechoslovakia==m==c=u= : : - - : - - -
Hungary-==—==cammeaeliaa; : _ - : e _ 20.0
AVeragRammm et 14.2 25.4 : 20.8: 26.3: 18.8

All other Countries: : : :
Netherlands--====e=eee=: 28.4 36.4 : 26.0: 25.5 ¢ 26.9
[taly=—-esm-meommmem et 30.9 72.1 P 39.7°%  38.4°  40.7
Federal Republic of : : : : :

Germany----==-=--==--= : 25.8 1 47.2 33.3: 37.0°  28.9
Sweden-—-memcccmmacanaa; 26,7 : 55.2 26.6 29.9 : 23.5
Japan-=-=c-meeecmmaaaaay 21.2 ¢ 60.6 31.8: 46.5:  29.5
Poland=--=ccemccccmaaaa; : 17.9 : 33.7 : 19.2: 17.8 : 21.4
Republic of South : : : : :

Africa---memccccncna- : : 18.1: 30.3 14.4 : 14.4 : 15.0
Belgiumeememcmmmceccnax H : 21.8 : 34.4 : 20.9 : 17.5: 26.7
United Kingdom-=-=e-=-- : : 27.0 : 53.3 : 34.5: 31.1: 133.3
Canadammememmm—memcc——— : 33.7: 89.4 : 24.6: 31.3: 23.9
France--==memmemcmcnaca: : 50.0 100.0 ¢ 100.0: 100.0: 66.7
Switzerland----ccecee- - : - 250.0 : 100.0: 100.0: -
Finland=-==cec=cacacana : : - 46.7 : : - - -
Australig=e-=--=em—emcaaaa; : 13.8 : - : - - -
Spainmem o m—c— e —————————] : - - : - - -
Dgnmark ----------------- : - - : -3 - A-24

Average--————=——=—==—~ : . 25.2: 42,7 :  28.5: 29.4: 27.1
Average for all imports- 21.5 :  41.7 : 25.5: 29.6: 24.6

. .
.

Source: Compiled from éfficial statistics

of the U.S.

Department of Commerce.
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The following tabulation summarizes U.S. imports from GSP countries,
non-MFN (most-favored-nation) countries, and all other countries (in
thousands of pounds):

. es

' January-June--

.e e

Source ©1972 0 1973 C 1974 . 1975 7 1976 f -
: : : : ) S 1976 © 1977
GSP coun- : : : : : : :
tries 1/---: 5,114 : 7,904 : 6,031 : 3,947 : 10,274 : 5,060 : 3,701
Non-MFN : : : : : : :
countries--: 7,038 : 10,959 : 6,086 : 671 : 5,606 : 1,551 : 3,678
All other : : : : : : :
coun- : : : : : : :
tries 2/---:30,467 : 21,377 : 18,392 : 9,046 : 14,443 : 7,780 : 5,185
Total----:42,619 : 40,239 : 30,509 : 13,665 : 30,323 : 14,391 12,563

es oo

1/ Includes Yugoslavia.
2/ Includes Sweden, the Netherlands, and West Germany.

Major sources of U.S. imports, other than those countries found to
have sold at LTFV, include the People’s Republic of China and Brazil,
which supplied 8 percent and 6 percent, respectively, of apparent U.S.
consumption in 1976.

Employment

As shown in table 8, the number of persons employed in the domestic
firms producing animal glue increased from an average of 610 during
1972-74 to 638 in 1975, and then declined to 632 in 1976 and 606 in
January-June 1977. The number of production and related workers engaged
in the manufacture of all products in these establishments declined from
444 in 1972 to an average of 408 during 1973-76 and 374 in January-June
1977.

The average number of production and related workers producing
animal glue declined steadily during 1972-76 and at a faster rate than
the number of employees producing all products of the establishments.

The number of production and related workers producing animal glue
declined from 260 in 1972 to 204 in 1976, or by 22 percent. The number
of such workers fell sharply during January-June 1977 to ***, principally
because of Darling’s cessation of animal glue production in February
1977.
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Table 8.--Animal glue: Average number of employees in U.S. facilities
producing animal glue, total and production and related workers engaged
in the manufacture of all products and in the manufacture of animal
glue, 1972-76, January-June 1976, and January-June 1977 1/

.
.

. January-June--

Item ‘1972 1973 ‘1974 ‘1975 ‘1976 :
: : : : : 1976 1 1977
All persons : 637 : 600 : 593 : 638 : 632 : 659 : 606
Production and related : : : : : : :

workers engaged in
the manufacture of-- :

All products of the : : : : : : :
establishments=====~== c 444 ¢ 410 ¢ 394 ¢ 417 ¢ 411 : 438 374
Animal glue--——————~—~== s 260 ¢ 245 : 229 : 216 : 204 : 222 : *hk

1/ Data on Swift & Co. are not included.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

During July-December 1976, a period which corresponds closely with
Treasury’s period of investigation (August 1976-January 1977), the average
number of employees producing animal glue was 187, compared with 204 for
the corresponding period of 1975. 1In July-December 1972, the average
number of such employees was 258.

The number of man-hours worked by production and related workers
engaged in the production of animal glue declined from an annual average
of 594,00 during 1972-74 to 541,000 in 1975, and 477,000 in 1976. The
number of man-hours worked during January-June 1977 was ***, compared
with 266,000 in the corresponding period of 1976, as shown in the follow-
ing tabulation (in thousands of man-hours):

* Jan.-June--

Item f 1972 1973 fo1974 1975 f1976 .
: : ) ) : 1976 © 1977
All products==----: 1,111 : 889 : 993 : 1,062 : 0987 : 519 : 406
Animal glue-—=—==: 606 : 577 + 600 : 541 : 477 : 266 : Fkk

Note.—Data on Swift & Co. are not included.
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As indicated, the number of man-hours devoted to the production of
all products in the establishments where animal glue is made declined
irregularly from 1.1 million man-hours in 1972 to 987,000 man~hours in
1976. ’

Profit-and-loss experience of domestic producers

Financial data were obtained from three domestic producers which, in
the aggregate, accounted for about 90 percent of total U.S. producers’
shipments during 1972-76. All the financial data presented in this
section were tabulated as reported by the three producers. None of the
financial data were verified, nor were any of the data supported by
auditor’s statements or internal reports. One of the three producers,
Darling & Co., used allocation bases that are generally considered
unacceptable in developing profit-and-loss data on a product=-line basis;
another producer used, in part, a questionable allocation basis.

Overall establishment operations.-—Net sales of all products
manufactured in the establishments where animal glue is made rose from
$17.2 million in 1972 to $24.2 million in 1974, declined sharply to
$15.4 in million in 1975, and then increased slightly to $16.6 willicn
in 1976 (table 9). Net sales for the two 6=-month periods euded Jfune
30 of 1976 and 1977 were $8.6 million and $8.5 million, respectively.
In the aggregate, the three producers reported operating prouiitv of
$383,000, or 2.2 percent of sales, in 1972 and $281,000, or 1.2 percent
of sales, in 1974. 1In each of the other 3 years, the thies :
sustained aggregate operating losses ranging from $551,0008,

£,
percent of sales, in 1973 to $3.0 million, or 17.9 percent of salas, in
1976. For the two 6-month periods ended June 30 of 1976 suu (477, the
three producers sustained aggregate losses of §1.3 alllive, o 14,5
percent of sales, and $475,000, or 5.6 pyercent of sales, respeciively.

* * * % # # P
Profit-and-loss data on the overall establishment operatious of two

producers (excluding Darling & Co.) ior 1i972-76, January-Juns 1376, and
January-June 1977 are summarized in table 10 on page A-Z49.
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Table 9.-~Prcfit-and-loss experience of animal glue producers on all operations of the esiablishments
in which animal glue was produced, 1972-76, January-June 1976, and

January-June 1977

.

: Ratio of not

f f Cost of f Gross : General, f Net ¢ operating
. ' Net . : . selling, and | operating | eSS
Period and company ! sales | ggigs : pr?fi:sir . administrative | profit or | §§2f“§ Zr
: : : X expenses . (loss) netsiale:
: 1,000 : 1,000 : 1,000 : 1,000 : 1,000 :
: dollars : dollars : dollars : dollars : dollars : Percent
1972 : : . : : :
Peter Cooper Corps : *kk g Lt *kk o kkk o kkk o *kk
Milligan & Higgins Corp-—-: Lt i kkk o kkk kkdk g kK
Darling & Co H kkhk o Fhk o *k%k 3 kkk o ddek o E3 3
Total : 17,225 @ 14,720 : 2,505 : 2,122 : 383 : 2.2
1973 : : K : : :
Peter Cooper Corps s k% o L kkk . kdk k% . Kk
Milligan & Higgins Corp---: L kxk g kEE . whE g kuk g HkE
Darling & Co H k% o .*** H ) kkk . . *kk . dekk : Fkk
Total : 19,840 : 18,390 : . 1,450 : 2,001 : (551): (2.8)
1974 : : : : : :
Peter Cooper Corps————---—-: whk g KRRk Kkk kkk o k¥ g Kk
Milligan & Higgins Corp---: kkk wkk kel kA% *h% Fkk
Darling & Co . kkk kkk *kk *kk kkk Kk
Total=—=—==—==—== : 24,156 : 21,957 : 2,199 : 1,918 : 281 : 1.2
1975 : : : : : :
Peter Cooper Corps : L L kkk khk . kEk Fk
Milligan & Higgins Corp---: FhE g *Ek ki kel falala i wkk
Darling & Co : *kk . kik . *kk kkk ELTI xkk
Total : 15,428 : 15,978 : (550): 1,967 : (2,517): (16.3)
1976 H : : : : :
Peter Cooper Corps : kkk L *kk o *kk . whk o Kk
Milligan & Higgins Corp---: Fkk o kkk *hk kkE . *EE Fhk
Darling & Co : kkk *kk o kxk *hk *kk Kk
Total : 16,623 : 17,488 : (865): 2,113 : (2,978): (17.9)
January-June 1976 : : : : : :
Peter Cooper Corps : k% o *hk *hk k% o kkk Fokk
Milligan & Higgins Corp---: kkk kEkk *kk kkk khk o ke
Darling & Co . Kk . *kk . kkk o kkk | kR, Kkk
Total-- : 8,571 : 8,771 : (200): 1,079 : (1,279): (14.9)
January-June 1977 : : : : : :
Peter Cooper Corps : kkk g FhE o khk kkk *hk Fhk
Milligan & Higgins Corp---: kkk *EE falala bkl falada ke
Darling & Co : Kkk ELT kik kK kkk k%
Total : 8,504 : 7,913 : 591 : 1,066 : (475): (5.6)
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade

Commission.
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Table 10.-Profit-and-loss experience of the Peter Cooper Corps.
and Milligan & Higgins Corp. 1/ on all operations of their esta-
blishments in which animal glue was produced, 1972-76, January-
June 1976 and January-June 1977

Net : Ratio of net
, Net ¢ operating :operating profit
Period : sales : profit or :or (loss) to net
: : (loss) : sales
1,000 : 1,000 :
tdollars : dollars : Percent
1972 H k% kkk o kkk
1973 : *kk o hkk . *k%
1974 . kkk o kkk . k%
1975 . hkk g kkk o kkk
1976 : hkk o kkk o kkk
January-June-- : : :
1976 s kkk g *kk o *kk
1977 : *kk . kkk 3 *kk

1/ Data on Darling & Co. and Swift & Co. are not included.

Source: Compiled from data submitted in response to questionnaires
of the U.S. International Trade Commission.

The above summary shows that Peter Cooper and Milligan & Higgins
earned, in the aggregate, average or above average operating profits
on their establishment operations in each of the years 1972-~74, *%%,
Operating profit in January-June 1977, however, improved over that
recorded in the corresponding period of 1976.

Operations on animal glue.—Net sales of animal glue, following
the same trend as overall establishment sales, rose from $14.1 million
in 1972 to $17.4 million in 1974 before declining to $12.6 million in
1975 and $12.5 million in 1976 (table 11). Sales in January-June 1977
were $1.1 million higher than sales in the corresponding period of
1976. Operating profit declined from $641,000, or 4.6 percent of
sales, in 1972 to $64,000, or 0.4 percent of sales, in 1973 and to
$291,00, or 1.7 percent of sales, in 1974. The three producers sustained
an aggregate operating loss of about $2.0 million in each of the years
1975 and 1976. The losses were equal to 15.9 percent of sales in 1975
and 16.3 percent in 1976. The producers earned an aggregate operating
profit of $166,000, or 2.2 percent of sales, in January-June 1977, com-
pared with an aggregate loss of $850,000, or 13.2 percent of sales, in
the corresponding period of 1976.
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Table 11.--Profit-and-loss experience
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of animal glue producers on animal glue operations
January-June 1976, and January-June 1977

only, 1972-76,

"Ratio of net

: Net : Cost of : Gross : General, : Net ¢ operating
Period and company : : goods : profit or : selling, and : operating : profit or
sales
: : sold : (loss) : administrative : profit or : (loss) to
: : : H expenses : (loss) ; net sales
¢ 1,000 : 1,000 : 1,000 : 1,000 : 1,000 :
: dollars : dollars : dollars : dollars ¢ dollars : Percent
1972 : : : : ‘ : :
Peter Cooper COrps§——=——=——=——: wkE *kE *rk *RE rHrE :::
Milligan & Higgins Corp---: *kk *EE khE *EE Fkk o,
Darling & Co . *kk kkk *kk LI LL LI *kk
Total : 14,087 : 11,499 : 2,588 : 1,947 : 641 : 4.6
1973 : : : : : 4
Peter Cooper COrps——————-—- . EET I Kk LT TN *kk kkk Fekk
Milligan & Higgins Corp—--: wkk wkk Rk k&% HkE falald
Darling & Co - : Kk *kk *xk oy okl Krx falalel
Total-——==———=mm——————— ¢ 15,124 : 13,193 : 1,931 .: 1,867 : 64 : A
1974 : : : : : :
Peter Cooper COrps-—-——-—--= . kK KAk Kk, EEE I kik Kk
Milligan & Higgins Corp---: Kk *kk EEE I *kx Ik, Kk
Darling & Co--—————m———==n: Kkk kkk *hk k%, ko ek
Total==—=—=——m—mm— 17,405 @ 15,345 : 2,060 : 1,769 : 291 ¢ 1.7
1975 : : : : :
Peter Cooper Corps --—=---- : XKk 3 fkk g X%k s flk . LT T *hk
Milligan & Higgins Corp---: Kkk Kkk Hkdk wekk g dedkdk g wedkk
Darling & Co-~—=—=——=———- : *kk *ik hkk k%% dedk . *dkk
Total - 12,610 @ 12,763 : (15.3): 1,852 : (2,005): (15.9)
1976 : : : :
Peter Cooper Corps--—----—-— : LTI Kkk 3 kK g Kk g k% Fehk
Milligan & Higgins Corp---: k% L *kk g kg whk g Hkk Kk
Darling & Co----————=—mm—- : kk% o EX T Y B2 ek o *k o Kk
Total- - 12,513 ¢ 12,604 : (91): 1,954 : (2,045): (16.3)
January~-June 1976 : : : H :
Peter Cooper Corps———-——=-—-=: kkk *hk o Khk o L Kdk . sk
Milligan & Higgins Corp---: ke o E R xkk g L2 2 Xk g Kkk
Darling & Co : nkk 3 KKk s kkk s kkk LT fedek
Total- : 6,462 : 6,314 : 148 : 998 : (850): (13.2)
January-June 1977 : : : : :
Peter Cooper Corps-------- : kK g Khk g Kk khk kb wkk
Milligan & Higgins Corp---: 3 Kkk o kkk . kK : * ek : xkk
Darling & Co : Kkk Kkk o R T2 LT *xk ok
Total- 7,597 : 6,396 : 1,201 : 1,035 : 166 ; 2.2

Source: Compiled from data submitted in response to questionnaires of th

Commission.

e

'U.S. International Trade
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***, The profit-and-loss experience of Peter Cooper and Milligan &
Higgins for 1972-76, January-June 1976, and January-June 1977 is shown in
table 12.

Table 12.—Profit-and-loss experience of the Peter Cooper Corps. and
Milligan & Higgins Corp. 1/ on their animal glue operations, 1972~
76, January-June 1976, and January-June 1977

: tNet operat-: Ratio of net
¢ Net ting profit :operating profit
Period : sales : or :or (loss) to net
: :  (loss) : sales
: 1,000 1,000
:dollars : dollars : Percent
1972 ; kkk o hkk o kK
1973 : *kk . *k%k *kk
1974 : xkk . Kk * k%
1975 : *kk . *kk o *kk
1976 : *kk o kkk . * %%k
January-June-- : : :
1976 : *kk o kkk o *kk
1977 : hkk o kkk o * %%

1/ Data on Darling & Co. and Swift & Co. are not included.

Source: Compiled from data submitted in response to questionnaires
of the U.S. International Trade Commission.

As shown above, the two producers’ animal glue operations were
less profitable than their total establishment operations in each
of the years 1973-76.

Value of fixed assets.—The value of owned or leased fixed assets
employed in the establishments producing animal glue increased in 1975
compared with the value in 1974, but then declined in 1976 when one pro-
ducer disposed of one of its plants. The cost of fixed assets increased
from $20.5 million in 1974 to $23.0 million in 1975, and then declined to
$13.6 million in 1976, while the book value (cost less accumulated
depreciation) of these assets increased from $9.2 million in 1974 to
$12.8 million in 1975, and then declined to $9.7 million in 1976 (table
13). The estimated replacement cost of these assets was about $47.5
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Table 13.--Net .peraiing profit or {loss), origimal cost, bouk vuiue, and ostimaved .. las

of owned or leused fixed assets employed in the establishmeiiis in which snimal gluc e
1972-76, June 1976, and June 1977
: Net : ﬁatio ofun;é'ﬁéwii
. : operating : Original Book ° Estimated (loss) to capiiis
Period and company : profit replace- investment -
cost value eas
: or (loss) : ment cost (1) to @ (L) to R
(1) (2) 3) 4) (2) = (3 oL
1,000 1,000 : 1,000 1,000 : : :
dollars : dollars : dollars : dollars : Percent : Percent : Percent
1972 : : I : : :
Peter Cooper Corps—--—--———--= : R Fhk :K* . :*i . ik,
Milligan & Higgins Corp-—--: rrE *rk o, kx ** [
Darling & Co===m==——=——————- . hkk . Kkk o, Khk . K%k . Sk k :
Total—- : 383 1/ 17 17 17
1973 : :
Peter Cooper COI'pS _________ . k% ki Kx%k . E 3 : k% ER S
Milligan & Higgins Corp----: k% *kk rxE ekl Fkk ekl
Darling & Co--—————m——mmm—m . xkk *hk % xkde Fedek k3
S R — s 17 7 7 17 17 7
1974
Peter Cooper Corpsg————=-———- : wekk
Milligan & Higgins Corp----: wR% Sk
Darling & Co-——m-——m—m=—=—m : ek EESS
Total=—==—=—=—————————— 281 1/
1975
Peter Cooper Corps—--===w===1 whE g Kk
Milligan & Higgins Corp----: HEE LT
Darling & Co=—==—mm——m————v : oo EET I ek
Total======mm——rmm————— (2,517) 17 17
1976
Peter Cooper Corps=—=——====—: Hkk
Milligan & Higgins Corp----: o * :
Darling & Co-===mm—mm—m———=: TR dedkek *kk .
Total—=———m—mm—m— e ¢ (2,978) 13,569 47,493
June 30, 1976
Peter Cooper Corps=—=—=—====—= : ok ko
Milligan & Higgins Corp—---: s ek
Darling & Co-——==mmmmmmmm——— : Hkd 1/
Total : 23,455 17
June 30, 1977 .
Peter Cooper Corps—=—w~w=m=— : k% KA wkk Kk
Milligan & Higgins Corp-__..: k%% . fkk Kdk B
Darling & Co-——-=m=rmme———= B Kxk hE Hkk *khk
Total————————=mm————mem : (475): 13,680 : 8,920 1/ 17

1/ Not available.

Source: Compiled from data submitted
Trade Commission.

in response to questionnaires of the U.S.

International
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million in 1976. Ratios of operating profit or (loss) to the investment
in fixed assets are as follows (in percent):

(21.9): (30.8)

: : Book
Year . Cost . value
1974 : l.4 ¢ 3.1
1975 : (10.9): (19.6)
1976 :

Note.-—Dpes not include Swift & Co.

Capital expenditures and research and development expenses.—As
shown in table 14, capital expenditures used in the manufacture,
warehousing, and marketing of animal glue increased substantially
in 1975 over 1974, and then declined in 1976, Capital expenditures for
buildings and leasehold improvements declined from a high of $589,000 in
1975 to $64,000 in 1976, while expenditures for machinery, equipment, and
fixtures increased from $477,000 in 1974 to *** million in 1975 as a
result of the high costs incurred by Darling in equipping its new plant,
which was closed in February 1977.

Expenditures for research and development were relatively stable
during the period 1972-76, ranging from a low of $194,000 in 1972
to a high of $230,000 in 1976.

Consideration of the Causal Relationship Between
Alleged Injury and LTFV Sales

Market penetration of LTFV sales

U.S. imports from countries found to have sold at LTFV.—Aggregate
U.S. imports from the four countries found by Treasury to have sold
animal glue in the United States at LTFV (excluding imports from Kempen
of West Germany) declined from *** million pounds, valued at *** pil-
lion, in 1972 to *** million pounds, valued at *** million, in 1975
(tables 3 and 15). Such imports almost tripled in 1976, however,
amounting to *** million pounds, valued at *** million. Imports of
animal glue from the four countries fell from *** million pounds in
January-June 1976 to *** million pounds during the corresponding
period of 1977. The aggregate ratio of imports to consumption for
the four countries declined from *** percent in 1972 to #*#** percent in
1975, but then increased to *** percent in 1976. During January-June
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Table 1l4.--Capital expenditures and research and development expenses incurred in con-
nection with the production of animal glue, 1972-76, January-June 1976, and
January-June 1977

(In thousands of dollars)

Capital expenditures

Research
: ¢ Machinery, : and
Period and company Land, land g::igig%i’ ¢ equipment, : development
: improvements : : and ¢ expenses
improvements .
: : ¢ fixtures
1972 : : : :
Peter Cooper Corps : *hk o, *kk o, *kk kxR
Milligan & Higgins Corp—------: *hx *kx o, *hE sk
Darling & Co-- : *kx *xk *xko ke
Total : 1/ : 1/ : 1/ 194
1973 : : : :
Peter Cooper Corps---—-—-————-—— : *k%k - kkER *hk *hk
Milligan & Higgins Corp----—--: k% . k% . *kk . Kk
Total---- : 1/ : 1/ : 1/ : 206
1974 : : : :
Peter Cooper Corps : kkk . i *EkE *kk
Milligan & Higgins Corp------- : kkk . *hk *kk . ke
Darling & Co==———= : *kk *kk *k%k o Kk
Total-- : ] *kk 3 323 477 201
1975 : : : :
Peter Cooper Corps : *kk *kk *EE *kk
Milligan & Higgins Corp------- : kkk kkk . *kk *kk
Darling & Co-- : kkk *Ek Rkl kkk
Total-- : kkk 3 . 589 : ko, 212
1976 : : : :
Peter Cooper Corps : kkk kkk *x% . *kk
Milligan & Higgins Corp—------: kkk *kk *hk Kk
Darling & Co--- : kkk o, sl *kk Kk
Total -3 v k% o 64 - 833 : 230
January-June 1976 : : : :
Peter Cooper COrps——=———m——m—m—— : kkk k& *hk *hx
Milligan & Higgins Corp—-—-—--- : *kk *kk *k% *hk
Darling & Co : Kk *kk *k% kK&
Total——==-—- : *k% 3 *kk *kE 120
January-June 1977 : : : :
Peter Cooper Corps : kkk kkk kkk o, Kkk
Milligan & Higgins Corp———---- : kkk *kk *Ek o, *kk
Darling & Co —— Fkk *kE *rx . ok
Total . . *kk . A*** . *x% 109

1/ Not available.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission. :
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Table 15.--Animal glue: U.S. imports for consumption, by sources, 1972-76,
January-June 1976, and January-June 1977

fImports from countries found to have sold at LTFV f All
Period UG : West :i;tgsis ¢ Total
qugoslavmeWeden ‘Netherlands® Germany : Total P s
Quantity (1,000 pounds)
1972-w—mmmm—— 1,236 : 3,840 : 5,906 : Ak ° k% o k%% 3 42,619
1973--——————==: 2,480 : 1,924 : 6,867 : kkk * kkk o kkk o 40,239
1974=~==—mmemm: 1,128 : 1,392 : 5,685 : kkk o kkk o kkk o 30,509
1975—===—==——— 695 : 986 : 2,741 : *kk o *kk o kkk 13,665
1976=====m——=—: 5,092 : 2,441 : 4,606 : kkk @ LTI *kk 3 30,323
Jan.-June-- : : : : .
1976————~-==: 2,545 : 1,401 : 2,722 : kk%k o fkk Fkk 14,391
1977-==—=—=: 948 : 1,321 : 1,996 : *k% 3 k% Kk 12,563
Value (1,000 dollars)
1972-=——=————=: 247 765 : 1,289 : kkk o kkk Kkk 7,487
1973—=====———- 493 513 : 1,949 : LT T kkk o kK 8,649
1974=——mmmm—: 468 769 : 2,071 : kkk Kk Kk 12,709
1975-—--=-————- : 355 334 : 880 : kkk o Kk kkk 5,506
1976—=====———=: 772 650 : 1,197 : ET TN kk Kkk 7,738
Jan.-June-- : : :
1976--————--: 489 419 : 694 : kkk 3 kK k% 4,264
1977---————-: 322 310 : 537 : k% k&% & *k% 3 3,087
* Ratio of the quantity of imports to apparent consumption (percent)
1972—-————mm——: 1.3 : 4.2 6.4 : Akk ° skk k% o 46.5
1973--———————-: 3.0 : 2.3 8.3 : *kk Kk Rkk 48.5
1974———==——=mm: 1.8 : 2.2 9.1 : k%% o Kk Kk 48.9
1975-————=——==: 1.9 : 2.6 7.3 : kkk Kkk Kk 36.5
1976-——=——=———=: 8.5 : 4.1 7.7 : hkk kkk *kk 50.4
Jan.-June-- : :
1976===————=: 8.6 : 4.7 : 9.2 : Kkk Kok Kk 48.8
1977-====———=: 2.9 : 4.0: 6.1 : Sk Kk k% @ 38.4

‘l/ Includes data for Kempen, which was found by Treasury not to have sold at LTFV.

Source:

Compiled from data submitted in response to questionnaires of the U.S.

International Trade Commission and official statistics of the U.S. Department of

Commerce.
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1977, the ratio was *** percent, compared with *** percent in the
corresponding period of 1976. During July-December 1976, which corres-
ponds closely with Treasury’s period of investigation, such imports
amounted to *** million pounds, or *** percent of apparent U.S. consump-
tion. During July-December 1975, aggregate imports from the countries
found to have sold at LTFV amounted to *** million pounds, or *#** percent
of U.S. consumption, as shown in the following tabulation (in thousands
of pounds):

July-December--

Country f ” ; : -
©o1972 0 1973 0 1974 0 1975 . 1976

Yugoslaviga=—=====m=—== : 474 705 : 411 541 : 2,547
Sweden : 1,322 : 440 776 : 750 : 1,040
Netherlands—=——===———= : 2,796 : 3,219 : 2,835 : 2,089 : 1,884
West Germany-——==——==-- : k% ¢ kx% : ik jakatali kkk
Total . kkk . *kk kkk o *kkk K%k
Total imports=——=—==- 19,668 : 18,334 : 13,321 : 7,806 13,560

oo oo
T YY

U.S. imports from Yugoslavia.—In recent years, all animal glue
imported by the United States from Yugoslavia has been manufactured by
Kemin, situated in Ljubljana. Exports by Kemin to the United States
declined from 2.5 million pounds in 1973 to 0.7 million pounds in 1975,
but then increased to 5.1 million pounds in 1976, making Yugoslavia the
leading foreign supplier of animal glue in that year (table 15). The
ratio of U.S. imports from Yugoslavia to apparent consumption increased
from 1.9 percent in 1975 to 8.5 percent in. 1976. The ratio of such
imports to consumption during January-June 1977 was 2.9 percent, about
one-third of the ratio recorded for January-June 1976. During July-
December 1976, which closely corresponds with Treasury’s period of
investigation, such imports amounted to 2.5 million pounds, or 8.3
percent of apparent U.S. consumption. In July-December 1975, such
imports totaled 541,000 pounds, or 07 percent of consumption.

U.S. imports from Sweden.—All animal glue imported by the United
States from Sweden is manufactured by Extraco A.B., located in Klippan. 1/
Extraco’s exports of animal glue to the United States declined steadily

1/ In February 1975, Olympic Adhesives, Inc., Norwood, Mass., became the
exclusive U.S. distributor for animal glue imported from Sweden and the
Netherlands. ’
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from 3.8 million pounds in 1972 to 1.0 million pounds in 1975, but then
increased to 2.4 million pounds in 1976 (table 15). Imports of animal
glue from Sweden declined slightly from 1.4 million pounds in January-
June 1976 to 1.3 million pounds in January-June 1977. The ratio of such
imports to apparent U.S. consumption increased from an annual average of
2.4 percent during 1973-75 to 4.1 percent in 1976. The ratio declined
slightly from 4.7 percent in January-June 1976 to 4.0 percent for the
corresponding period of 1977. During July-December 1976, the approxi-
mate period of Treasury’s investigation, imports amounted to 1.0
million pounds, or 3.4 percent of apparent U.S. consumption; in compari-
son, such imports amounted to 750,000 pounds in July-December 1975, or
3.7 percent of consumption.

During 1972-76, Extraco’s capacity to produce animal glue remained
constant at *** million pounds a year. The ratio of Extraco’s exports of
animal glue to the United States to its capacity declined from *** percent
in 1972 to *** percent in 1975, and then increased to *** percent in 1976.

U.S. imports from the Netherlands.—Two Netherlands manufacturers,
Smits en Zoon and Trommelen, have supplied all U.S. imports of animal
glue from the Netherlands in recent years. 1/ Such imports declined
from an annual average of 6.2 million pounds during the period 1972-74 to
2,7 million pounds in 1975, but then increased to 4.6 million pounds in
1976 (table 15). The ratio of imports of animal glue from the Netherlands
to apparent U.S, consumption declined from a high of 9.1 percent in 1974
to 7.3 percent in 1975, and then increased slightly to 7.7 percent in
1976. The ratio declined from 9.2 percent in January-June 1976 to 6.1
percent in January=June 1977. During July-December 1976, the approximate
period of the Treasury investigation, U.S. imports from the Netherlands
amounted to 1.9 million pounds, or 6.1 percent of apparent U.S. consump-
tion. During July-December 1975, such imports totaled 2.1 million
pounds, or 10.3 percent of consumption.

During 1972-76, the combined capacity of Smits en Zoon and Trommelen
to produce animal glue remained relatively constant at about *** million
pounds a year. The ratio of the two firms’ exports of animal glue to
the United States to their capacity declined from a high of *** percent
in 1973 to *#** percent in 1975, and then increased to *** percent in 1976,

U.S. imports from West Germany.—According to information developed
by Treasury, the bulk of the imported animal glue from West Germany
was manufactured by Kempen and five other firms. As indicated earlier,
however, Treasury found that no sales by Kempen were made at LTFV, but
it did find LTFV margins on all sales by the other five firms to the
United States during its period of investigation. U.S. imports from those
five firms declined from *** million pounds in 1972 to *** million pounds
in 1975, but then increased to *** million pounds in 1976. In January-
June 1977, such imports amounted to *** million pounds, less than half

1/ See footnote on p. A-36.
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the #** million pounds recorded during the corresponding period of 1976.
The ratio of U.S. imports of animal glue from these West German manufac-
turers to apparent U.S. consumption declined from *** percent in 1972

to *** percent in 1975, and then increased to *** percent in 1976.
During January-June 1977, the ratio of imports to consumption was ***
percent, compared with *** percent in the corresponding period of 1976.
During July-December 1976, the approximate period of Treasury’s investiga-
tion, U.S. imports from the five West German producers amounted to #**%*
million pounds, or *** percent of apparent U.S. consumption. During
July-December 1975, such imports amounted to only *** pounds, or less
than **%* percent of consumption.

U.S. imports by domestic producers.—Imports of animal glue by domes-
tic producers have been significant in recent years, accounting for
between *#*%* and *** percent of total U.S. imports from LTFV countries
in each of the years 1972-76 (table 16). Of special significance are
are U.S. producers’ imports from Yugoslavia, which accounted for *** per-
cent of all such imports in 1976 (*** percent in January-Junme 1976), and
such imports from West German LTFV exporters, which accounted for
between *** percent and *** percent of all such imports between 1973 and

1976.

Evidence of sales lost by,doméstic;producers to LTFV imports

Three U.S. producers of animal glue presented specific information
to the Commission on sales lost to LTFV imports. All the lost sales were
attributed to import competition frem either Olympic Adhesives, Inc.,
Norwood, Mass., or Nicholson & Co., Inc., Cambridge, Mass., or both.
Olympic was created in February 1975, and since that time it has been the
largest U.S. importer of animal glue. Virtually all the animal glue sold
by Olympic is imported from the Swedish and Netherlands exporters, both
of which have given Olympic exclusive U.S. distribution rights.
Nicholson distributed some of the animal glue imports from Sweden prior
to Olympic’s formation, but in recent years has imported primarily from
Argentina, Brazil, the People’s Republic of China, and Uruguay. While all.
three domestic producers were specific in their allegations of lost
sales, which were usually well documented, they were unable to quantify
the total volume of sales lost to LTFV imports.

Milligan & Higgins named five U.S. purchasers of animal glue as
having reduced purchases of its glue because of import competition
from Olympic and Nicholson. In 1973, Milligan & Higgins shipped **%*
million pounds of animal glue to the five customers named, while in 1976
such shipments totaled only *** million pounds, reflecting a decline
of 54 percent (apparent U.S. consumption declined by only 28 percent
during the period cited). Four of the purchasers named were contacted by
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Table 16.--Animal glue: U.S. producers'iimports for consumption, by sources,
1972-76, January-June 1976, and January-June 1977. 1/

P

Imports from countries found to have

) : oA
. : 0ld at LTFV : :
Period . ; SQ - West - . other | Total
: oslavia ' Sweden | * Total ‘i
; Yugosl : . Germany . ‘otal imports 2/
X Quantity (1,000 pounds)
1972 mmmm e e ; *kk ; Kk ; Fdek ; *kk ; Kk | kEE
S A P —— . Kk, *%kk *kk | Fhk dkk | KER%
S T . whk kR 32 D fkk | HEE
1975=m——mmm e e . xkk . kik dhk | ddk wkd | kEE
R 2 S — . *xk Kk Tkk | wkk fekk | hkk
January-June-- : : : : : :
1976 ___________ . sk kkk kdek . dokk . *k . ***
LY by . *kk *k%k ki kdk dekde | kEk
: Ratios of imports by U.S. producers to total
: U.S. imports (percent)
1972~ : Kk o dekek L Fhk o dekk o Kkk
1973=—————m—————— : *kk ko *kk e *%k : *kk 1 kK
1974=—————————=—- : hkk 1 *dek o *kk : *kk *kk o kkk
1975-——=————==——= : Fdd © ke ! Fkk 2 hkk 2 *kdk 1 k%
1976-—————————- ~=1 Jedek * dedeke S L L N
January-June-- : : : : : :
1976-—~———————- : OO Yokl *kk  : fkk d wkk 1 KEE
1977--~———===—= : ek fkk *kk o Fkk : Sekk 1 kkk
: Ratios of imports by U.S. producers to apparent
: consumption (percent)
1972 . LI whk *kk *kek | O
197 3mmmmmmmmmmmmme . *kk *k% *kk *kk ktex |, KFk
[y 2 — Kkk o, *xx *hk *hk *dk | *kdk
Y L P —— . *kk *kk L I kk *kk | ERE
Ry S — . *kk k%, *hk *hk Hhekde | *h&
January-June-- : : : : : : ke
[y 2 —— . dkk *hk o, *hk *hk dkk |
1977 —mmmmm e wkk L *hk xkk wkk | KFK

ee oo

1/ There have been no U.S. producers' imports from the Netherlands in

recent years.

2/ Includes data for Kempen, which was found by Treasury not to haVe sold

at LIFV.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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the Commission staff. Officials of three of these firms, **%*, indicated
that they had either reduced or terminated purchases from Milligan &
Higgins because of increased (or newly begun) purchases from Olympic,
which offered considerable price savings. An official of the fourth firm
contacted, ***, indicated that during the animal glue shortages of 1974,
his firm began using adhesives other than animal glue, and that this was
the sole reason for its discontinuance of purchases from Milligan &
Higgins. In recent years, the firm has purchased no imports of animal
glue from countries found to have sold at LTFV.

Darling named four customers as having reduced purchases of its
glue because of import competition from Olympic. #*#**, One large account,
which Darling supplied for a number of years, was Gentech Industries,
Linden, N.J. In 1974 Gentech shifted frcm animal glue to a starch sub-
stitute, but returned to animal glue in 1976, at which time it placed
half its orders with Darling and half with Olympic. Mr. William Sullivan,
Vice President of Man<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>