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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 104-TAA-21

COTTON YARN FROM BRAZIL

Determinations

‘Based on the record 1/ developed in investigation No. 104-TAA-21, the

Commission determlnes, 2/ pursuant to sect1on 104(b) of the Trade reements

of ‘cotton, p&bviaé& for in items 301.01 through 301

302.— with statistical suffixes 20, 22, and 24 of the Tariff Schedules of the
"United Statés Annotated (TSUSA), 1f the counte duty order covering
‘those imports were to be revoked.

' The Commission further determines 3/ thatuan mdustr‘ United

States would not be'materiglly injur reatened wi terlal 1n1ury, nor

the Treasury after the American Yarn Spinners Association, Inc. filed a

countervailing duty petition on March 5, 1976,

1/ The "record" is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure.

2/ Commissioner Stern dissenting; Commissioner Liebeler not participating.

3/ Commissioner Liebeler not participating.



On July 17, 1981, the Brazilian Government requested the U.S.
International Trade Commission to review the outstanding countervailing duty
order under section 104(b)(1) of the act to determine whether an industry in

the United States would be materially injured, or threatened

injury} or the establishment of an industry woul§ be materia

January 18, 1984, the Commission instituted investig

Cotton Yarn from Brazil. <
' On Februa%y 2, 1984, the American Yarn Sp

partiaily withdraw the original countervailing duty i n ith respect to

combed yarn wholly of cotton a ief val t who}ly of
cotton. This request was.de

Notice of the insfi ()

(2 he Secretary, U.S. o
Al D.C., and by publishing the notice

posting copies of the< i
International de Commission,
in the F al Re \;Efzégn Ja

igation in public session on May 8, 1984, .

"
’

1984 (49 F,R. 3145). A public hearing

ar
"%h was held on April 6, 1984, and the




3
VIEWS OF THE COMMISSION
On the basis of the record developed in investigation 104-TAA-21, we
determine that the domestic producers of 100 percent cotton carded yarn would
be materiaily injured by reason of imports of suéh yarn from Brazil if that
part of the countervailing duty order covering such imports w to be

revoked. 1/ 2/ With respect to 100 percent cotton combeg ya

of such yarns would not be materially injured o
injury by reason of imports of such yarn from Brazil if that part of the order
covering such imports were to be revoked.

the d greements Act
n 1 Commission must
a Qountervailing duty order
<
e

€ to be revoked. In

to consider, among other

he o
is ﬁé§§i§>
g{iié%%igﬁ the domestic industry; the

theclfe markets, including the trend of

imports, ile the o was q lqg » and the productive capabilities and
fu intentions ,foreign producers.
initi

on of f%%s\ stic industries

factors, the pa and

conditions of ¢ etiti

<:jt> S;zéfg; 104 expressly incorporates the definitions contained in section

1/ Material retardation of the establishment of an industry is not an issue
in this investigation and will not be discussed further. - ‘

2/ Commissioner Stern determines that an industry in the United States would
not be materially injured or threatened with material injury by reason of
imports of 100 percent cotton carded yarn from Brazil if the countervailing
duty order were to be revoked. See Additiomnal Views of Commissioner Paula
Stern, infra, p. 13.

3/ The term "blend" and derivatives thereof, as used throughout this
opinion, refer to cotton yarn in chief value, but not wholly, of cotton.

4/ 19 U.S.C. §1671 note.



4 .
771 of the Tariff Act of 1930 for purposes of the section 104 determina-
tion. 5/ Section 771(4)(A) of the Tariff Act of 1530 defines the term
"industry" as "the domestic producers as a whole of a like product, or those

producers whose collective output of the like product constitutes a major

proportion of the total domestic production of that like produck." 6/ "Like
product" is defined in section 771(10) as "a product which f{
absence of like, most similar in characteristics and us
subject to an investigation. . . ." 7/

The imports subject to this investigatien are cot yarn provided for in

TSUS items 300.60 through 302.98. Imports \ n yarn from Brazil during

the period of investigation consisted (1) 11 rcen carded yarn,

P t
gn comi and (4) blended

(2) blended carded yarn, (3) 100 pe c

combed yarn. The 100 percent co ed for 92 percent or

more of the imports of cotto

carded yarn acc
o O ;
Braqii;gﬁ g the period under

lg;:§§§§§ﬁvestigation, we found that there
are sufficjient ferences Min ch%%iiib stics and uses among the various types
i thah one like product. We examined whether

and whether 100 percent cotton yarn is like

investigation. 8/

In defini 1

™

ded yarn differ in several key respects. Combed yarn
s\usually made from a longer staple, higher grade cotton than that used for

carded yarn. 10/ In producing combed yarn, as opposed to carded yarn, the

5/ 1d., §104(e).
6/ 19 U.s.C. §1677(4)(A).
7/ 19 U.S.c. §1677(10).
8/ Commission Report ("Report') at A-31, table.l5.
9/ It should be noted that carded yarn and combed yarn may be made either
100 percent cotton yarn or blended yarn.
10/ Tramscript at 53.
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cotton fibers are further aligned and impurities furthef removed. 11/ Combed
yarn is usually considered to be of higher qualit& and is priced higher than

carded yarn, and, therefore, is used to produce a different or higher quality
end use product. 12/ Thus, because of apparent differences in characteristics
and uses, combed and carded yarns are each usually sold to different customers

and require separate marketing and distribution effor€s.

We also note significant distinctions betwee otton yarn and

blended yarn. The natural characteristics of rtain qualities

Among the more important of

to yarn and to end use products made therm.

these qualities are softness, comfort, eas

ability, 14/ and pliability. 15/

and_end u odycts made
oY ggpy). ‘ xtent to which
end use-aff the interchangeability
Q .
COtté§z;§;.h:. 17/ Thus, we find that
e dy %g;%?b
isinves §?2§E§h, then, we determine that there are
e ith imports of cotton yarn from Brazil

60, through 302.98: (1) 100 percent cotton

fferent like products.

rded yarn, (3) 100 percent cotton combed yarn, and

Tr .
12/ ort at A-4.
13/ Id. at A-10. Also, as an historical note, prior to the formation of the
American Yarn Spinners Association in 1967, carded and combed yarn producers
were represented by separate trade associations. Id.

14/ Summary of Trade and Tariff Information, Raw Cottonm, USITC Pub. No. 841,
Control No. 3-1-5, March 1981, p. 3.

15/ 4.

16/ Report at A-12. ~

17/ In addition, the complexity of the production process and the need to
make additional capital expenditures for a separate opening, carding, and
drawing line in order to shift production between 100 percent cotton yarn and
blended yarn further limit the practicality of either simultaneously or
alternately producing both types in mills with certain floor plans.
Transcript at 53-55.
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(4) blended combed yarn. 18/ We also determine that there are four domestic

indusfries, each producing a respective like product. 19/, 20/

100 Percent Cotton Combed Yarn, Blended Combed Yarn and
Blended Carded Yarn

The American Yarn Spinners Association, which represents the domestic

producers and which filed the original countervailing duty pet March

yarn in a letter to the Commission dated February

refused to grant the requested partial withdrawa

a complete record of investigation. Based on\t ecord which has been

developed, we conclude that the historic low 8 of these

o£<§§§§§}s
products will not increase significan ]@ versely e domestic

)

18/ Another possible like pro
“counts" (i.e., diameter) consti
count yarn has different ch e
shipments are dispersed

tien’is rgyarns of different
ate e products. Although high

an an low count yarm, yarn

fullxa f yarn counts and yarn of

one count differs on (0 e next higher or lower count.
Thus, we find tha n clear dividing lines to
distinguish among|yarns of d} n as separate like products.

ermit analysis of production or
ermination based on separate like

ou] necessitate the use of Section

1d have been based on the same data as that

products
771(4) (D

relation to the United States production of a
2ta permit the separate identification of

ch criteria as the production process or the

19 U.S.C. §1677(4)(D).. In this investigation, separate
a\are available for each of the four like products concerning all indicia
except \profit and loss information. Profit and loss information is available
for 100 percent cotton carded yarn (see note 31, infra) and 100 percent cotton
combed yarn. Such information on blended carded and blended combed yarn was
not essential to our analysis of these products.

20/ The domestic producers responding to the Commission's questionnaires are
listed in the Report at A-ll. ,

21/ The American Yarn Spinners Association also indicated at the hearing
that they could not at this time substantiate a claim of material injury or
threat of material injury if the countervailing duty order covering these
yarns from Brazil were to be revoked. See also, Transcript at 82.
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industries upon revocation of the existing countervailing duty order covering
these products. Almost all the cotton grown in Brazil is of the type normally
used in the production of carded yarn and not combed yarn. 22/ In addition,
blends from Brazil tend to be fairly high priced relative to world prices, and

have not and are not expected to be an economically attractiive export item for

Brazil. 23/ Therefore, 100 percent cotton combed yarn, blen
<&
and blended carded yarn will not be discussed further.<§§<<§>
100 Percent Cotton Catde ;i§§§§§>

Condition of the industry

combed yarn

industry. We note at the ou

industry, although below his evels, has impreved during the period
for %n, 25/ production, 26/
oyient shipments 29/ all rose from 1981
%§§§§§> e declines in the following
ei

agned at that level in 1983. 30/ Net sales

nd of yarn shipped fell from $1.65 in

22/ Report at A-26.

23/ Transcript at 166.
24/ Report at A-33.

25/ Id. at A-32 and A-34.
26/ 1d. at A-12.

27/ Id. at A-13.

28/ 1d. at A-18.

29/ Id. at A-15.
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16.2 percent, both despite a unit volume gain of 20.6 percent over this

period. Both the operating profit margin and operating profit decreased

substantially from 1982 to 1983. 31/

Likely effect of removal of the countervailing duty order 32/

Imports of 100 percent cotton carded ya om Brazil have increased

, t 252,000 pounds
@e arket
/

ir market share

substantially since 1980, when no shi

in 1983. These imports are concentrated i

- @Zner. 3

in this segment is estimated to¢  be i per to, 26 percent range. 34/

consisting of singles yarms of co

January-March 1981 to $1.54 in

Pricing information collect g;;gg 35/ shows that the
quarterly weighted as . percent cotton carded yarn
‘ 3

January-Maych 1983 &z

ve producers of 100 percent cotton carded

ta on such operations, and they represented 60
of such yarn in 1983. Ten of these firms

tton carded yarn in their establishments. Two of
ced both 100 percent cotton yarn and blends had no

Commissioner Stern does not join the remainder of the majority opinion.
sioner Stern discusses these factors in her Additional Views, infra at

33/ American Yarn Spinners Association, Prehearing Brief at table 5 (citing
U.S. Department of Commerce data). Imports from Brazil in this category
represented far "over three-quarters of all 100 percent cotton carded yarn
from Brazil." Transcript at 21.

34/ Transcript at 22.

35/ The Commission gathered pricing informatiom on 30s count yarn, which is

slightly finer than 26s yarn and a benchmark pricing point for other yarn
counts.
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1983. 36/ The margins of underselling for this type of yarn ranged from 8.2
percent t§ 13.3 percent. 37/ Because imports froﬁ Brazil are concentrated in
the segment of 26s singles and finer, their effect on prices is felt most
directly in this segment. However, in the cotton yarn market,'there~is a

relatively constant price differential between yarns of different singles

counts. 38/ Therefore, price pressure exerted by the imports\ from Brazil in
ed in market
ssion and gross

industry.

ission has analyzed the
on imports as an
ports in the

market. 39/ 1In the instant

this \ana s reveals little

apparent correlation betw¢e ha n the posit rate and the trend of

imports. The deposit .5)percent in 1980 to 3.55 percent

in April 198 in August 1983. Imports from Brazil

from zero in 1980 to 8,252,000

36/ Report at A-36, table 18.

37/ 1d.

38/ Transcript at 30-31. This price differential is based on prices for the
three basic yarn counts of 10s singles, 20s singles and 30s singles, which
serve as benchmarks for prices on other yarn counts. Id., Existence of these
benchmark price levels does not, however, support a finding of separate like
products based on yarn counts. See fn 18, supra.

39/ See, e.g., Certain Scissors and Shears from Brazil, Inv. No. 104-TAA-19,
USITC Pub. No. 1456 (1983).
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later. 40/ For the year 1981, during which the deposit rate in effect was 2.5
percent, the final net subsidy rate determined in 1983 byvCommerce was 10.97
percent, 41/ or 4.4 times the deposit rate. For the year 1982, the deposit
rate was 2.5 percent through April and 3.55 percent through the remainder of

the year. By contrast, the final net subsidy‘rate determined 1984 was

15.16 percent, 42/ or 4.3 times the deposit rate. No net final-su

<&

has yet been determined for 1983. In light of the relatio ip o{iﬁs» inal
net subsidy to the deposit rate, we conclude that ubggggségh conomic
perc

benefit would be afforded the importers of Brazilian 1 t cotton

carded yarn should the current countervailinyg du

r.order on the product be

revoked. ﬁé/'
In past section 104 investigations
future production capabilities an

exporter. 44/ 1In this case we(no

essentially achieved the d onsul fati vel and in the 1983/84
agreement year ne g peci, i established under the current
bilateral agreemepnt implemented un ultifiber Arrangement (MFA). 45/

Brazil further used exibility options of the agreement to significantly

<

incre t el of cottx« llowed in the 1983/84 agreement year,

section 104<y igations, final net subsidy determinations in
s of the/ deposit do not result in additional countervailing duties
g/ pald_from the time commencing with the Commission's receipt of the

dest to remove the outstanding countervailing duty order. 19 U.S.C. §1671
2), at (b)(4)(A).
8 F.R. 34999, August 2, 1983.

42/ 49 F.R. 15250, April 18, 1984. B '
43/ Margins of underselling averaged 10.7 percent from 1981 to 1983. Report
at A-36, table 18. Thus, had the deposit rate in effect been at the final net

subsidy determination levels of 10.97 percent in 1981 and 15.16 percent in
1982, and had these rates been reflected in the price of the imports from
Brazil, the price suppressing effects of these imports would have been greatly
reduced. '
44/ See fn 39, supra.
45/ Report at A-10 combined with Table 14, at A-29.

10
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indicating that Brazil can and will ship as much cotton as possible under the
existing agreement. 46/ Brazil is the world’s sixth largest producer of raw
cotton’and a major producer of cotton yarn. 47/ 1Its exports of cotton yarn
in 1983 were an estimated 50 percent greater than those in 1980, with the

United States accounting for the largest increase. 48/ e Brazilian exporter

of cotton yarn reported it expected to expand its worldwide exports
twelve-fold. 49/ Based on the demonstrated abilitfcé

produce raw cotton and cotton yarn, Brazil's use’of \the lity provisions

in the bilateral agreément to increase the allo 1s of their cotton

uch cotton yarn as was

allowed, and indications of future increas of exporters, we

conclude that imports of 100 percent\totton carded om Brazil, which are

currently causing price sup b£:;>=nd thus er@ii:9 mestic profit margins,

will continue to increas

The Brazilian i Lry
implementing bil al “agre

azil and the United States set

f§§§§35__/ We disagree. While the existence of

r\gonditions of trade that may be relevant to

N
<§§§§§§2§ xistence of the MFA and the

6/ See also, Transcript at 164.
47/ 1d. at A-26.

48/ Id. at A-27, based on annualized 1983 data.

49/ Id. at A-27.

50/ Conselho Nacional da Industria Textil and the Ministry of Finance,
Government of Brazil ("Brazilian") Prehearing Brief at 7-14, Brazilian
Posthearing Brief at 1-7.

11
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limits. 51/ Further, since the bilateral agreement between the United States
and Brazil is scheduled to expire on March 31, 1983, and the likelihood of its
renewal as well as the subsequent import levels from Brazil are unknown,
reliance upon such import restrictions, which are uncertain in amount and
duration, to prevent material injury from subsidized imports, is

misplaced. 52/ ’

Accordingly, we have determined that the domesti <§§§§§g ucing 100
percent cotton carded yarn would be materially injar kég?ﬁgi;m orts of this
product from Brazil if the countervailing d rder covering this product

were to be revoked.

T\

51/ See, e.g., Spun Acrylic Yarn fr pan, Inv. No. ¥¥§¥1, USITC Pub.

No. 1046 (March 1980).

52/ cf., Sugar from the Europea <}hv. Nos 1 'AA-7, USITC Pub.
No. 1247 (May 1982) at 11, wherei siops~in determination of
threat of material injury, noted: @ < :

- d-,g}'on to counter the
is misplaced. To do
xporting countries alike

Reliance on quotas of
ess which is less than

threat of injury from s
so is to afford th
o so subjects future trade
cisely the uncertainty and
laws are intended to eliminate.

se quotas . . . preclude[s] us from
the impact revocation of the countervailing
omestic industry.

would hav

12
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gi the criteria used

ion 104
investigations co ission. These views
explain my f1 i Qi;ghntervailing duty order were

remove 1d be experienced by the

domest « ing> 100. percent cotton carded ‘yarn as a
from Brazil.
order have a

industry's

1/ I have joined the majority views with respect to.the
definition of the domestic industries, their condition, and the
determinations on blended carded yarn, 100 percent cotton
combed yarn, and blended combed yarn.

13
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Within the legal framework of "real and imminent," any
injury to the domestic industry and any future competitive

advantage that Brazilian imports may have reflect factors which

cannaot be attributed to the subsidies these import

causal link between imports of 100 peréent cotton(ce

and iﬁjury or the threat of injury to the domes (;}‘ftry
cannot be substantiated by the information collected during the

Commission's investigation.

The condition of the domegtl stsb <:§§§§§§b

Virtually all of th

s u he Commission to

f 100 percent cotton

d <§§2§§é;s increased, 2/ both
%2 ﬁﬁve 1ncreased. 3/ Dboth the
ipments are up, 4/

and employment has risen. 6/

/?

ness of the industry is its

is declined only in 1983. 7/ Operating

Report at A-13.
3/ Report at pp. A-13-14.
4/ Report at A-15.
5/ Report at A-17.
6/ Report at A-18.

7/  Report at’pr A-19-2l.
14
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income and pretax net income each increased from 1981 to 1982
and declined in 1983. 8/ The ratios of each of these to net
sales followed the same pattern. 9/ Profit declines in 1983
can be attributed to increases in the ratios net sales to

cost of goods sold and to general, sellizg, administrative

expenses. 10/ The increase in the cost- o d ratio is
related to a 13 percent increase i o rices from 1982 to

tt
1983. 11/ This relationship is furtherMillustrated by

comparing the value per pound © mestic shipments of 100

percent‘cotton carded‘yarﬁsgigz pri Despite the
aforementioned 13 perceng i in cotto e€s, the unit value
of shipments of this<§2%§§t;m ned at\§l per pound in both
1982 and 1983. Q% %s |
No demohstraﬁed 6?} <ig theﬁggg;ggrvailing duty and deposit

rates on the pricés ogf cotten yarn from Brazil

‘ ) T
rec;;g§3ges noﬁ§§§§§§§%e a direct correlation between

rices of 100 percent cotton carded yarn

@, 1982, the countervailing duty deposit

10/ Id.

11/ U.S. Department of Agriculture, Cotton and Wool Outlook
and Situation, June 1983, p. 24, and March 1984, p. 26.

12/ Report at A-15.
15
13/ Report at A-4.
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percent cotton carded yarn imported ffom Brazil declined by
$0.03 from January-March to April-June 1983. 14/ Furthermore,
after the large increase in the deposit rate on August 2,
1983, 15/ from 3.55 to 10.51 percént, the price the
imported cotton yarn rose only 2.5 percent <from(Apri une to
July-December 1983. 16/ .

Since 1980, a comparison of depdsi ates invcontrast to

final determinations of actual subsi

dy amounts shows that the

deposit rates have often been beluy

determined by Commerce. ;1/<§Q$§fn h
Commerce's final determd %che
- o

n e%> in effect, two
ami&%%%%ipof the margins of

underselling by 18/ i to establish any
correlati betw them aad er the deposit rates which are
the

paid im ts fﬁéé}b bsidy rates (which, if higher
than{the deposi & not retroactively collected by
V

of actual

subsidies and the dep

observations are i

tr
N
4/ Report at A-36.
15/ Report at A-4.

16/ Report at A-36.

17/ Report at A-3-4. The latest final determination of actual
subsidy rates issued by Commerce (49 F.R. 15250), covers
calendar year 1982. :

18/ Report at A-36.

16
19/ 19 U.S.C. section 1671.
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The current deposit rate of 1.72'percent 20/ is small in
contrast with the margins of underselling of Brazilian yarn
‘during the last quarter of 1983 of 13.33 percent. 21/

Revocation of the countervailing duty order, even if the duty

‘reduction is fully passed through to B%gzi ort prices,
would.not significantly change the most/ e umented
en

_ margins of underselling of ‘13.33

No effect of revocation on vgib : ' -
of Brazilian imports and.U.S. \pric ‘

Material injury to domestic od ed on the share
of the market captu m&bts f@\&@zil cannot be \
substantiated. T hare ot U. onsumption of 100 percent
cotton carded ' t€g§§§i Brazilian yarn increased

from 1981 (1982, but d in 1983. 22/ 1In contrast,

import (penetration by thi rn from all sources increased in

S

gg/ Report at A-4.

21/ Report at A-36.
22/ Report at A-33.
23/ 14.

17



18

Likewise no price suppression can be attributed to
Brazilian subsidies. The average unit value of imports of

Brazilian yarn declined less than that from all other sources.

From 1981 to 1983, the unit value for 100 percent ¢ on carded

problems of U.S. producer z )
S
Quota restraints under t@i\ e t@lli’ng

factor limiting impog%siaﬁdcoﬁtbn'gagﬁ\f%om Brazil

7 |
During t A@od t%b countervailing duty
order on cottaon yar om B 11 \ha

been in effect, these
imports ve be trolded

limits under the Multifiber

<
ough the agreement year which ended

Arrange (MFA). 2

1982 s annually never exceeded 40 percent

itation 27/ During the 1982/83 quota year, the
it was 99.1 percent filled, and for the 1983/84 quota year,

despite increases in the quota leVel through carry-forward, the

24/ Report at A-29,
5/ l_éo' at A"28.
26/ Report at A-9.

27/ Report at A-10. . A ' "

24/
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quota is virtually filled. 28/ The current bilateral
agreement between the United States and Brazil expires on

March 31, 1985. 29/ Through that date, imports of cotton yarn
from Brazil will be limited by the quota. Co tible with my
conclusion that the amount of undersellng b ilian yarn is

{§Z§§§F&y 30/ is

f e quota

not substantially affected by the counter

a concurrent finding that it is th ec

restraints that are limiting Bragzilian orts, not the

countervailing duty. This cone is based on tangible data

provided by a lock at 198§Q§g§;rt~

An increase in the 0653-1 rate of ercentage points
in August 1983 did n;§1§g§héi fﬁportgilépntil August 1, 1983,
the deposit rate wa : rce?iiisgaéﬁ August 2 through the

end of the year

¢ wasi\(r 7 percent to 10.5
percent 31/ per all 1983 imports took place in
the las alf 983 did fall in the last quarter, but
explana ha t% g whatever to do with the large

collected. Instead, the 99 percent
quota fully explains the drop in fourth
‘ No perceptible effect of collection of the
deposits and/or duty can be demonstrated from the data. The

quota, which remains in effect to March 31, 1985, is the

relevant factor.

28/ 1d.
29/ Report at A-9.
30/ Supra, at 2-3. 19

31/ Report at A-4.
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No threat from non-renewal of the bilateral agreement

Given my conclusion that the quota restraint under the

could be argued that the Commission shouyld

possible effect of unrestrained impor te
agreement expires in 1985. Here, clear enter a less
certain world. But such agreemen other nations are

regularly renewed. Furthermo as e e of the

People's Republic of Chjna tates has

erally to impose

32/ One cannot

{n i j§§t2111 be set free on April
5§§§§> on the record in this

on would not be based on any

haﬁ@
real {and 4immin th <33/ and would ignore the record with
<E§f?§§§>\to the 1i d of renewal of the MFA with Brazil.

3 2 e initial bilateral agreement between the United States
and ina covered the period January 1, 1980, through

December 31, 1982. Negotiations to conclude a new agreement

ad not been completed as of January 15, 1983. Accordingly, on
January 18, 1983, a notice was published in the Federal
Register (48 F.R. 2164), by the Committee for the
Implementation of Textile Agreements, unilaterally imposing
restraints on imports of cotton, wool, or manmade fiber textile
products from China. Subsequently, on August 19, 1983, the
governments of the United States and China signed a bilateral

agreement to cover the period January 1, 1983-December 31, 1987

1, 1985,

investigat c

33/ See Alberta Gas Chemicals Inc. v. United States, 515 Em
Supp. 780 (1981).
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On July 17, 1981, the U.S. International Trade Commission received a
request 1/ from the Government of Brazil for an investigation under section
104(b) (1) of the Trade Agreements Act of 1979 (19 U.S.C. 1671 note) to
determine whether an industry in the United States would be materially
injured, or would be threatened with material injury,{or the establishment of -
~an industry in the United States would be materially retarded, by reason of
imports of cotton yarn from Brazil if the outstanding-¢ ervailing duty
order applicable to such cotton yarn were to berevdk
January 18, 1984, the Commission instituted investi i

Cotton Yarn from Brazil.

" Notice of the institution of the C

posting copies of the notice in the Office of
International Trade Commission, Was ;

jon's\investigation was given by

e S etary, U.S.

and by publishing the notice
YR. 3145). 3/ The public

was held on April 6, 1984, in

hearing in connection with the invesgi

Washington, D.C. 4/ The briefing and as he May 8, 1984, and the
Commission notified the Departm mmerce of\(1 termination on May 17,
1984,

The product which i
provided for in items
United States. This
chenille yarn.

yestigation is cotton yarn,
e Tariff Schedules of the

On Februa n received a letter from the American

the Trade Agreements Act of 1979 (Public Law 96-39)
t act provided, in sec. 104(b), that "In the case of a

A\greement, and which is in effect on January 1, 1980, . . . the Commission,
upon the request .of the government of such a country . . . submitted within 3
years after the effective date of title VII of the Tariff Act of 1930 [Jan. 1,
1980] shall . . . commence an investigation to determine whether an industry
in the United States would be materially injured, or would be threatened with
material injury, or the establishment of an industry in the United States
would be materially retarded, by reason of the imports of the merchandise
covered by the countervailing duty order if the order were to be revoked.”
The request from the Government of Brazil was such a request.

3/ A copy of the Commission's notice of the ‘investigation and scheduling of
the hearing is presented in app. B.

4/ A list of witnesses appearing at the hearing is presented in app. C.

A-1
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cotton yarn. Specifically, the request was to withdraw from the petition
combed cotton yarn, both wholly of cotton and blends in chief value of cotton,
and carded cotton yarn blends. The yarn remaining in the petition would be
carded cotton yarn wholly of cotton. After considering the issues raised by
this request, the Commission denied the request on February 16, 1984.

Background of the Investigation

This investigation evolved from a countervailing duty petition filed with
the U.S. Department of the Treasury by the American Yarn Spinners\#
Inc. (AYSA) on behalf of its members on March 5, 1976.C AYS

account for 90 percent of all cotton sales yarn progu \ ted States
at that time. The petition alleged that the Govy il provided
subsidies to manufacturers and/or exporters of which constitute
bounties or grants within the meaning of section 30 the Tariff Act of 1930
(19 U.S.C. 1303). On March 10, 1977, Treg y made an firmative subsidy

imposition of countervailing duties, effect
imports of cotton yarn from Brazil. Since coun iling duties have
been collected in varying amounts, as detailed he f 1 section

of the report.
" see)

d that the Government of
acturers/exporters of cotton
income tax reductions, and
nt of 21.4 percent ad valorem.

, = Exte of Subsi
<
The initial countervailing dvu natien/ /by the Department of the
L p éiu%p

Brazil was providing
yarn in the for

o or administering the countervailing
from\Treasu to the Department of Commerce. A
LheWs the outstanding countervailing duty order
: -\Sginal determination. The most recent final
ering the period January 1, 1982, through
ed on April 18, 1984. 2/ The programs Commerce
¢ and the subsidy amounts were as follows:

Preferential financing for exports.--Under this program,
companies are declared eligible by the Department of Foreign
Commerce of the Banco do Brasil to receive working capital loans
at preferential rates for a duration of up to 1 year. Each firm
producing cotton yarn can obtain preferential financing for up
to 40 percent of the value of its previous year's exports.
Commerce calculated the benefit conferred by this program for
1982 to be 5.91 percent ad valorem.

1/ 42 F.R. 14089, Mar. 15, 1977.
2/ 49 F.R. 15250. :

A-2
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2. Income tax exemptions for export earnings.--Exporters of cotton
yarn are eligible under this program for exemption from income
tax on the percentage of profit attributable to export revenue. -
The Brazilian Government calculates the tax-exempt fraction of
profit as the ratio of export revenue to total revenue.

Commerce determined that the benefit from this program was 0.17
percent ad valorem for 1982.

3. IPI export credit program.--The IPI is a t
products. The Brazilian Government provides

export as a rebate of this tax. Since Jup
Brazilian Government has been collecting
exports of cotton yarn to the United

on manufactured
cash payment upon

the Granting of Fis
long as the company m
Under Decree No.

from 70 to 900\pe
imports of mach
approved e t
by this progr

€ssary to meet the
. found the benefit provided
§§§§g§>ad valorem during 1982.
5. Prefecontial t findne
pPr . erated b%r he\B4
ich are then required to maintain a
i oreign exchange contracts with the Banco
termined that the benefit conferred by
percent ad valorem.

afling duties assessed on imports of cotton yarn
issuance of the countervailing duty order to the
Following tabulation:

o dabel
Mar. 15, 1977-June 20, 1977--—-- 21.4 42
June 21, 1977-Jan. 23, 1979-———- 19.6 42

Rate Authority
(percent ad valorem)
F.R. 14089
F.R. 31449
Jan. 24, 1979-Mar. 30, 1979----- 17.9 45 F.R. 12413
Mar. 31, 1979-June 29, 1979----—- 17.0 45 F.R. 12413
June 30, 1979-Sept. 29, 1979---- 16.2 44 F.R. 38839
Sept. 30, 1979-Dec. 6, 1979—-——- - 15.3 44 F.R. 55825
Dec. 7, 1979-Dec. 31, 1980----—- 0.0 47 F.R. 15392
Jan. 1, 1981-Dec. 31, 1981------ 10.97 48 F.R. 34999
Jan. 1, 1982-Dec. 31, 1982---—- 15.16 49 F.R., 15250
Jan. 1, 1983-Present-------mmmmm 17 2.72 49 F.R. 15250

1/ Deposit rate, pending results of annual administrative review.
A-3
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Duty deposit rates for 1980 to the present for cotton yarn from Brazil
are shown in the following tabulation:

Period Deposit rate
(in percent)

Jan. 1, 1980-Apr. 8, 1982———--neue—n
Apr. 9, 1982-Aug. 1, 1983
Aug. 2, 1983-Apr. 17, 1984—————o—
Apr. 18, 1984-present———————ccoue—o

Description

stages, and processing after spinning.
cotton or blends of cotton and oth

blend. Varying the proportions o
greater variety of characteri
fiber.

(hereinafter blends) are
terms distinguish ya

s\ either carded or combed.
an intermediate step in
hat which has been merely
%rally finer than carded yarn; combed
of higher quality and price than

These

S Very strong cabled yarn is made by
arns together.

o affecting strength is the amount of twist given to the yarn at the
is being spun. A low strength yarn may have as few as 10 turns per
inch; stronger yarns may have 25-30 turns per inch. Knitting yarns usually
have 10-15 turns per inch; weaving yarns usually have 20-25 turns per inch.

Another important characteristic distinguishing types of cotton yarn is
thickness or diameter, referred to as yarn number or yarn count. The United
States uses a system called the cotton count to designate the thickness of

1/ For classification as cotton yarn in the Tariff Schedules of the United
States, the value of the cotton must be greater than that of any other fiber.
For purposes of determining such value, all manmade fibers are to be
considered together.

A4
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cotton yarn. The cotton count is the number of 840-yard hanks of yarn in 1
pound--the higher the number, the finer the yarn. If 20 hanks of a single
strand of yarn weigh 1 pound, it is a 20s yarn. Plied yarn is numbered
according to the size of the individual singles yarns from which it is made.

Cotton yarn is usually spun in the grey (unbleached and undyed) state.
It can then be bleached, dyed, mercerized 1/, or otherwise treated, depending
on its subsequent use.

Manufacturing process

<&
As a result of technological developments an 3
reduce cotton dust in mills to meet Occupati : Health
Administration requirements, modern cotto are very efficient
and highly automated. Many of the tasks older mills have
been eliminated. In these modern mills, bales cotton (and of other fibers
if a blended yarn is to be made) are : ines which remove tufts

impurities, and further mix the
a carding machine. This machine
further removes impurities, a
order. The carding is perf
cylinders. The fibers em e card a e, thin web which is
gathered into a soft strs : : oomstick, known as card
sliver, and then is co|'e~>‘ -;r <5 If combed yarn is being

gh ¢ 4’combing process. In this
ulades. and metal teeth which
emaining foreign matter and further
After combing, the fibers are again

attached to revolving

process, the fiberfs
further remove

poximate diameter of one of the initial slivers. This
i three times to further blend the fibers, impart
\NF , and make the fibers more parallel. From the
~ '~er is transferred to the roving frame, where it is
e approx1mate 51ze of a wood pencil. It is then given a

The actual spinning process, which is the next step in the production of
ring-spun yarn, stretches the roving into a fine yarn, twists it to give it
strength, and then winds the yarn onto a pirn--a long, thin cylindrical tube.
After spinning, the yarn may be rewound into a package appropriate for the
next step in which it will be processed or twisted into plied or cabled yarn
and then wound.

1/ Treatment with a caustic soda solution which ultimately increases its
luster and dyeability.

A-5



A-6
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