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.UNITED STATES INTERNATIONAL TRADE COMMISSION
January 25, 1990

REPORT TO THE PRESIDENT ON
INVESTIGATION NO. 22-51

Cotton Comber Waste

T

Findings and recommendations

Commissioner Eckes, Commissioner Lodwick, and Commissioner Newgquist find
that:

(1) changed circumstances require modification of subcategory (A)
of the present quota on cotton comber waste, set forth in
subheading 9904.30.50 of the Harmonized Tariff Schedule of the
United States (HTS); and

(2) subcategory (A) of the quota may be globalized and the staple
length restriction limiting imports under that subcategory to
cotton comber waste produced from cotton having a staple length
of 1-3/16 inches or more may be eliminated without resulting in
cotton comber waste being or practically certain to be imported
into the United States under such conditions and in such
quantities as to render or tend to render ineffective, or
materially interfere with, any program of the Department of
Agriculture with respect to cotton, or to reduce substantially the
amount of any product processed in the United States from cotton.

Chairman Brunsdale and Vice Chairman Cass find that:

(1) the circumstances requiring subcategory (A) of HTS 9904.30.50
no longer exist; and

(2) subcategory (A) may be suspended indefinitely, cotton comber .
waste may be eliminated from subcategory (B), and the staple
length restriction eliminated without resulting in cotton comber
waste being or practically certain to be imported into the United
States under such conditions and in such quantities as to render
or tend to render ineffective, or materially interfere with, any
program of the Department of Agriculture with respect to cotton,

or to reduce substantially the amount of any product processed in
the United States from cotton.

Commissioner Rohr finds that:

(1) the circumstances requiring subcategory (A) of HTS 9904.30.50
no longer exist; and circumstances requiring including cotton
comber waste within subcategory (B) no longer exist; and

(2) subcategory (A) may be terminated, cotton comber waste may be
eliminated from subcategory (B), and the staple length restriction
may be eliminated without resulting in cotton comber waste being
or practically certain to be imported into the United States under
such conditions and in such quantities as to render or tend to
render ineffective, or materially interfere with, any program of



the Department of Agriculture with respect to cotton, or to reduce
substantially the amount of any product processed in the United States
from cotton.

Each Commissioner recommends that the President change the quota in a
manner consistent with the Commissioner’s findings.

Background

On July 25, 1989, the Commission received a letter from the President
stating that he had been advised by the Secretary of Agriculture, and that
he agreed with the Secretary, that "there is reason to believe that the
quota on cotton comber waste, wherever classified in the Harmonized Tariff
Schedule of the United States, may need to be terminated or modified
because the circumstances requiring the proclamation of such import quota
restrictions have changed."

As directed by the President, the Commission instituted investigation
No. 22-51 under section 22(d) of the Agricultural Adjustment Act (7 U.S.C.
624(d)) to determine whether the quota on cotton comber waste, as set forth
in subheading 9904.30.50 of the HTS, should be terminated or modified,
including globalizing country quota allocations, eliminating the staple
length restrictions on cotton used to make cotton comber waste, or
distinguishing between bleached and unbleached cotton comber waste, or
adjusting the quota otherwise to take account of circumstances that have
changed since the quota was proclaimed. Notice of the institution of the
Commission’s investigation and of a hearing to be held in connection
therewith was given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, DC, and by
publishing the notice in the Federal Register of August 23, 1989 (54 F.R.
35088). The hearing was held in Washington, DC, on November 28, 1989.



COTTON COMBER WASTE, INV. NO. 22-51
VIEWS OF THE COMMISSION

Introduction

At the request of the President, this investigation was instituted
pursuant to section 22(d) of the Agricultural Adjustment Act 1/ by the U.S.
International Trade Commission ("Commission") following receipt of a letter
from the President on July 25, 1989. In that letter the President stated
that "the quota on cotton comber waste, wherever classified in the
Harmonized Tariff Schedule of the United States [HTS], may need to be
terminated or modified because the circumstances requiring the proclamation
of such import quota restrictions have changed." The President asked the
Commission whether the existing quota on cotton comber waste, provided for
in subheading 9904.30.50 of the HTS, should be "terminated or modified,
including globalizing country quota allocations, eliminating the staple
length restrictions on cotton used to make cotton comber waste, or
distinguishing between bleached and unbleached cotton comber waste, or
whether the quota should otherwise be adjusted to take account of
circumstances that have changed since the quota was proclaimed." 2/
Thé quota governing imports of cotton comber waste is divided into two

subcategories, both of which are country-specific: (1) subcategory (A)

1/ 7 u.s.C. § 624(d).

2/ The President's letter was responsive to an August 9, 1988 request from
the American Paper Institute (API) for review of the cotton comber waste
quota. Following receipt of API's request, the U.S. Department of
Agriculture (USDA) convened a task force to analyze the request and to
prepare a recommendation to the President. As reflected in the President's
letter to the Commission, USDA found "reason to believe" that the quota on
cotton comber waste may need to be terminated or modified because of
changed circumstances.



establishes a minimum quota for cotton comber waste produced from cotton
having a staple length of 1-3/16 inches or more; and (2) subcategory (B)
establishes an "unreserved quota" for cotton comber waste (derived from
cotton of any staple length), certain card strips, lap waste, sliver waste,
and roving waste. Neither subcategory differentiates between bleached and
unbleached cotton comber waste. The annual quota for subcategory (A) is
1,451,392 kilograms (3,199,770 pounds). This quota subcategory is divided
among seven countries. The United Kingdom has 90 percent of the total and
France, the Netherlands, Switzerland, Belgium, Germany, and Italy share in
the remainder (none exceeding 5 percent of the total). The annual quota
for subcategory (B) is 1,035,427 kilograms (2,282,739 pounds), divided
among 13 countries. The United Kingdom has 63 percent of this subcategory,
Japan has 15 percent, and Canada has 11 percent. The remainder of the
quota is allotted to France, India and Pakistan together, the Netherlands,

Switzerland, Belgium, China, Egypt, Cuba, Germany, and Italy. 3/

3/ The cotton comber waste quota was established by Presidential
proclamation on September 20, 1939 following an investigation by the
Commission. According to the Commission's 1939 investigation, stockpiles
of U.S.-produced cotton had grown large and exports of U.S. cotton had
fallen prior to July of 1939. On July 22, 1939, in response to these
market conditions, an export subsidy on cotton lint and certain types of
cotton wastes, including cotton comber waste, was announced. This subsidy
resulted in higher cotton prices in the U.S. market than in foreign
markets. Following the imposition of the export subsidy, imports were
found to be displacing U.S. cotton in U.S. consuming markets (thus
replacing cotton exported under benefit of the subsidy) and were reducing
prices in the U.S. market. Based on these and other findings, the
Commission concluded that imports of cotton and cotton waste were entering
the United States under such conditions and in such quantities as to tend
to render the cotton programs ineffective. With respect to cotton wastes,
a country-specific quota was imposed based on historical trade patterns.
Cotton and Cotton Waste, Inv. No. 22-1 (Rpt. 137, 2nd Series) (1939)., 1In
1942, certain provisions of the quota relating to card strips were
suspended. Proclamation 2544 (March 31, 1942).

4



The Commission engaged in a two-part analysis in this section 22(d)
investigation. As requested by the President, the Commission examined
whether changed circumstances exist that require modification or
termination of the existing section 22 quota on cotton comber waste. 4/
Upon unanimously finding changed circumstances, the Commission then sought
to determine what, if any, changes could be made to the existing quota,
including termination, without resulting in cotton comber waste being or
practically certain to be imported into the United States "under such
conditions and in such quantities as to render or tend to render
ineffective, or materially interfere with" USDA's support programs for
cotton. 5/

The product
Cotton comber waste is a by-product of processing cotton into combed

spun yarn. When combed yarn or thread are being produced, cotton is

4/ Chairman Brunsdale and Vice Chairman Cass note that they analyzed
whether circumstances have changed in a manner germane to the quota on
cotton comber waste, not independently of the potential impact of imports
on the cotton support programs, but rather in the context of the statutory
standard for the imposition of quotas.

5/ See 7 U.S.C. § 624(a). Section 22(a), which explicitly provides the
standard for imposing section 22 quotas, also implicitly provides a
standard for determining whether modification, termination, or suspension
of an existing quota is appropriate. The quoted language has provided the
standard applied by the Commission in this case. Omitted from this
quotation is language regarding the effect of imports upon the amount of
products processed from agricultural products. As the Commission has
stated previously, this "processing clause" no longer appears to have
relevance to investigations under section 22. See, e.g., Certain Tobacco,
Inv. No. 22-43, USITC Pub. 1174 (1981) at 23-24; Cotton Products, Inv. No.
22-25, TC Pub. 69 (1962) at 9-10. Neither USDA nor any of the interested
parties asserted, and there are no persuasive arguments before the
Commission establishing, that imports of cotton comber waste would
substantially reduce the amount of any product processed from cotton.
Therefore, we will not address this issue further. See also Casein and
Lactalbumin, Inv. No. 22-44, USITC Pub. 1217 (1982) at 3, n.l.



subjected to a process called "combing.® 6/ 1In this process, cotton fibers
are passed through rollers, blades and metal teeth to remove impurities and
short fibers. Cotton comber waste consists of the fibers that are
eliminated in the combing process. All cotton comber waste is originally
unbleached, but some users require or prefer bleached cotton comber waste.
In the United States, the waste is bleached by various end users, by
specialized bleachers, and by dealers who purchase it from the producing
textile mills. There are many different uses for cotton comber waste.
Cotton comber waste is used in many products, including certain yarns,
nonwoven fabric, felt, batting, wadding, padding, articles such as swabs,
cotton balls, and hygiene products such as disposable diapers and sanitary
napkins, paper, and chemical cellulose. 7/
The cottcon programs

The relevant USDA programs in this investigation are support programs
for cotton that have been in effect since the 1930s. 8/ The USDA cotton
programs are intended to provide an adequate income to cotton farmers and

an adequate and steady supply of cotton for domestic consumers. 9/ As the

6/ Raw cotton is processed before it reaches the combing stage. See Staff
Report to the Commission, Inv. No. 22-51 (hereinafter "Report") at A-10/11.
Not all cotton is used for yarn and not all cotton yarn is combed. Of the
cotton yarn produced in the United States, approximately 12-15 percent of
that yarn is combed yarn. Id. at A-19. A smaller percentage of foreign
cctton is beiieved to be combed. Id. at A-24/25,

1/ 1Id. at A-10/11.

8/ Under normal market conditions, cotton comber waste is not directly
covered by USDA‘'s support programs for agricultural products.

9/ 7 U.S.C. § 1282. The agricultural programs are also internded, among
other things, to expand foreign trade in agricultural commodities. See
note following 7 U.S.C. § 1282. See also Report of the House Committee on
Agriculture on the “Food Security Act of 1985," H.R. Rep. No. 271, Part 1,
(continued...)



House Committee on Agriculture stated in 1985, the cotton programs are
"designed to meet the needs of customers here and abroad, prevent large
surpluses, and at the same time protect producer income." 10/

There are presently two USDA cotton programs, one for upland cotton and
the other for extra-long-staple (ELS) cotton. Upland cotton accounts for
about 98 percent of annual U.S. cotton production. 11/ In the past few
years, a number of different mechanisms have been employed by USDA to
accomplish the goals of the cotton programs. As explained more fully in
the report, farmers have been assured a minimum price for their cotton
through nonrecourse loans and have received several types of direct
payments. For example, farmers may receive nonrecourse loans from the
Commodity Credit Corporation (CCC) at the beginning of the planting season
to cover the costs of planting, cultivating, and harvesting their cotton
crops. To repay a nonrecourse loan, the farmer may pay back the full
amount of the loan, or, if market prices are lower than the established
loan rate, deliver the cotton subject to the loan to the CCC. Farmers may
also benefit from marketing loans which provide for loan repayment plans
when the world price of cotton is below the loan rate. The Government' also
sets a "target price" for cotton which is the basis for deficiency payments

when average farm prices fall below the specified target price levels.

9/(...continued)

99th Cong., 1st Sess. 38-40, reprinted in 1985 U.S. Code Cong. & Ad. News
at 1142-44 (emphasizing the importance of cotton exports); Report of the
Senate Agriculture & Forestry Committee on the "Food and Agricultural Act
of 1965," S. Rep. No. 687, 89th Cong., 1lst Sess., reprinted in 1965 U.S.
Code Cong. & Ad. News 3957, 3995.

10/ H.R. Rep. No. 271, Part 1, 99th Cong., lst Sess. 38-40, reprinted in
1985 U.S. Code Cong. & Ad. News 1142-44, :

11/ Report at A-6.



During some years, farmers must participate in acreage reduction programs
to be eligible for certain benefits of the cotton programs.
Changed circumstances

As requested by the President, the Commission examined whether changed
circumstances exist that require modification, suspension or termination of
the existing section 22 quota on cotton comber waste. In the past, the
Commission has cited a number of developments as being sufficient "changed
circumstances" to require a particular change to an earlier section 22
proclamation. Among these are: (1) supply shortages (including temporary
shortages, increased demand relative to production, and greater reductions
in supply than in demand); 12/ (2) underutilization of the quota; 13/ (3)
reductions in CCC purchases and uncommitted stocks; 14/ (4) discontinuance
of domestic production; 15/ (5) increases in prices of the product since
the quota was imposed; 16/ and changes in world market conditions, due, for
example, to wartime disruptions in trade. 17/

It is our view that section 22(d) permits the President to liberalize
unnecessarily restrictive or outdated quotas. Thus, we do not agree with

the argument made by the Textile Fibers and By-Products Association (TFBA)

12/ See, e,g,, Shelled Filberts, Inv. No. 22-4 (supplemental) (1955);
Peanuts, Inv. No. 22-42, USITC Pub. 1124 (1981); Nonfat Dry Milk, Inv. No.
22-30, TC 541 (1973); Nonfat Dry Milk, Inv. No. 22-32, TC 587 (1973);
Certain Cheeses, Inv. No. 22-6 (supplemental) (1960).

13/ Short Harsh Cotton, Inv. No. 22-1 (supplemental) (1957). See also
Certain Cotton and Cotton Waste, Inv. No. 22-1 (supplemental) (1942).

14/ Certain Cheeses, Inv. No. 22-6 (supplemental) (1960).

15/ short Harsh Cotton, Inv. No. 22-1 (supplemental) (1957).

16/ 1d.

17/ Long-Staple Cotton, Inv. No. 22-1 (supplemental) (1942).
8



that the only circumstances justifying modifications of a quota are
circumstances in which the present quota is not adequately protecting
USDA's programs from material interference. 18/ If this were the case, the
President could modify a quota only by making it more restrictive and could
not liberalize a quota unless absolute te;mination of the quota were
appropriate. 19/

In this investigation, there is ample evidence of changed circumstances.
The quota on cotton comber waste was imposed 50 years ago by President
Roosevelt when trade and market conditions were very different from present
conditions. The quota reflected conditions existing at the time the quota
was proclaimed. We agree with USDA, API, and Veratec, Inc. (Veratec) that
the quota has become unnecessarily restrictive and outdated. 20/

More specifically, the country-specific allocations of the quota were
calculated from import statistics reflecting patterns of trade prior to
1939. Each country's quota allocation was based on that country's exports
of cotton wastes to the United States during a base period. Thus,

countries exporting larger quantities of cotton wastes during the base

18/ TFBA Pre-Hearing Brief at 7.

19/ TFBA's interpretation of the statute would make section 22(d) a very
inflexible and ineffective trade remedy. The President would be required
to preserve unnecessary and outdated proclamations until he could find that
total elimination or suspension of the proclamations was justified. We
also note that TFBA's interpretation is inconsistent with long-standing
section 22(d) practice. Relying upon the recommendations of the
Commission, the President previously has liberalized quotas after finding
changed circumstances. See, e.g., Proclamation 3460 (March 29, 1968),
relying on Certain Cheeses, Inv. No. 22-6 (supplemental) (1960) (finding
changed circumstances and recommending an increase in the annual quota);
Proclamation 3790 (June 30, 1967), relying on Cheddar Cheese, Inv. No. 22-6
(supplemental) TC Pub. 175 (1966) (recommending increase in quota).

20/ USDA Prepared Testimony at 4-5; USDA Pré—hearing Brief at 4; API Pre-
Hearing Brief at 7-8; Prepared Statement of Veratec at 1.

9



period were given a larger share of the quota. For example, the United
Kingdom had been the source of approximately 85 percent of imports of card
strips and cotton comber waste during the base period and was therefore
given most of the quota for those products. Similarly, countries without
any import history were, by the terms of the quota, barred from importing
into the United States any of the products covered by the quota. 21/

The quota also reflected the kinds of cotton wastes entering the United
States during the base period. Because most imports of card strips and
cotton comber waste were derived from cotton of 1-3/16 inches or longer,
two-thirds of the quota allotments for certain countries, including the
United Kingdom, were reserved for card strips and cotton comber waste
produced from this longer cotton.

The information developed in this investigation demonstrates that market
conditions and patterns of trade have changed over the last 50 years. With
respect to the countries permitted entries under both subcategories, many
export little if any cotton comber waste today and are considered unlikely
to export significant quantities of such waste in the foreseeable future.
The United Kingdom, with 90 percent of subcategory (A), reportedly consumes
all of its production of cotton comber waste primarily in spinning coarse

yarns and in bleaching operations for various end uses. Furthermore,

21/ Import statistics examined by the Commission in 1939 did not
separately report imports of each type of cotton waste and little import
information was available regarding certain kinds of cotton waste.
Consequently, the Commission estimated the imports of different kinds of
waste when calculating the recommended quota. The recommended country
allocations were intended to reflect the average estimated quantities of
cotton wastes imported from each country during the base period examined by
the Commission. With respect to Germany and Italy, the estimated imports
were less than the minimum quota required by law and, therefore, the
prescribed minimum quota was recommended for those two countries. Cotton
d Cotton Waste, Inv. No. 22-1 (Rpt. 137, 2nd Series) (1939).

10



production of cotton yarn in the United Kingdom declined by 46 percent from
1980 to 1989 and demand for cotton comber waste in the United Kingdom
reportedly has increased substantially in the last year due to a world
shortage of linters. 22/ Given these changes, it is not surprising that
there have been no appreciable U.S. imports of cotton comber waste from the
United Kingdom in recent years. 23/ Similarly, all production of cotton
comber waste in the European Community (EC) reportedly is either consumed
internally or traded within the EC. As in the United Kingdom, many
spinning mills in the EC are reusing their own cotton comber waste to
produce coarse yarns instead of selling the waste on the open market. 24/
Even though several EC member states could, under the present quota, send
small amounts of cotton comber waste to the United States under subcategory
(A) and/or (B), they have rarely done so in recent years. Exports to the
United States of cotton comber waste from these states have been virtually
nonexistent.

With respect to countries permitted to export cotton comber waste to the
United States only under subcategory (B), evidence similarly suggests that
several of those countries are not significant exporters of cotton comber

waste or are not significant producers of the product. For example, Canada

22/ Report at A-25.

23/ As noted in the report, a few imports of cotton comber waste and card
strips from the United Kingdom were reported under Subcategory (B) of the
quota in the last two years. Id. at A-28. For the period between
September 1988 and September 1989, these imports equalled 9 percent of the
United Kingdom's allotment under subcategory (B). Notably, these imports
included card strips as well as cotton comber waste and constituted an even
smaller percentage of the overall cotton comber waste quota allotted to the
United Kingdom (i.e., subcategories (A) and (B) combined).

24/ 1d. at A-25/26.

11



produces very little combed yarn and Japan reportedly uses most of its
domestically produced cotton comber waste for the production of cotton
yarn.

These changes can be explained partially by the advent and growth of
open-end spinning. Mills can reuse cotton comber waste to produce coarse
yarns more economically with open-end spinning equipment than with ring-
spinning equipment. 25/ Many foreign producers of cotton comber waste are
presently using open-end spinning equipment and are recycling their cotton
comber waste to produce yarn. 26/

Information gathered by the Commission similarly suggests that the
staple length restriction is outdated. As noted above, the staple length
provision was included in the quota to reflect patterns of trade existing
prior to the imposition of the quota in 1939. No evidence has been
submitted to the Commission suggesting that the staple length restriction
is presently necessary to protect USDA's programs from material
interference. 27/ 28/

In addition to these changes in world conditions, there have also been

changes affecting the domestic market for cotton comber waste. There is

25/ Id. at A-11.
26/ 1d. at A-27.

27/ In fact, USDA has recommended removal of the staple length
restriction. USDA Prehearing Brief at 3.

28/ There is some evidence that cotton comber waste produced from shorter
cotton may be available on the world market in greater quantities than
cotton comber waste from longer cotton. The only imports of cotton comber
waste since 1981/82 have entered under subcategory (B) of the quota. These
imports were of cotton comber waste produced from shorter cotton. Report
at A-28. There is also evidence that some domestic purchasers would buy
more short cotton comber waste if it were available. Id. at A-17.

12



evidence that domestic demand for cotton comber waste is increasing at a
rate faster than domestic supply. This increase in demand for cotton
comber waste is due to several factors: 29/ (1) there is an inelastic
supply of cotton comber waste because such waste is produced in direct
proportion to the level of cotton yarn being combed; (2) the growth in use
of open-end spinning equipment allows textile mills to blend cotton comber
waste with short staple length cotton and reduce the supply of cotton
comber waste for sale on the open market; and (3) there is increased demand
for cotton comber waste by papermakers and pulp suppliers. 30/ Because of
this increase in demand, increased imports of cotton comber waste are more
likely to be absorbed in the domestic market without exerting a significant
downward pressure on the price of cotton comber waste. 31/

An additional changed circumstance relates to differences between the
current cotton programs and the programs in existence in 1939. An export
subsidy was introduced as part of the cotton program on July 22, 1939, 32/
Following imposition of the subsidy, prices in the United States increased
to levels higher than prices in foreign markets and, as a consequence,
imports increased. The Commission, therefore, recommended imposition of a
section 22 quota. 33/ The cotton program in existence today includes no

comparable export subsidy feature and includes features that are designed

29/ 1d. at A-11/12.

30/ 1Id. at A-17.

31/ One means of assessing the materiality of interference with USDA
programs is to examine the percentage of the import quotas to domestic
consumption. See, e.g., Cheeses, Inv. No. 22-31, TC Pub. 567 (1973).

32/ See supra, note 3.

33/ Cotton and Cotton Waste, Inv. No. 22-1 (Rpt. 137, 2nd Series) (1939).
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to prevent U.S. cotton prices from rising significantly above foreign
cotton prices.

We do not find evidence in the record supporting the argument that
changed circumstances require the quota on cotton comber waste to
differentiate between bleached and unbleached cotton comber waste. We are
not persuaded that the changes discussed in this statement support such a
distinction.

In sum, the quota on cotton comber waste has become outdated due to
declines in cotton yarn production in the United Kingdom, worldwide
technological changes in the production of yarn, and other changes
occurring over the last 50 years. As a consequence, the quota is presently
being underutilized and has become unnecessarily restrictive. When the
quota was proclaimed by the President, it permitted some imports of cotton
comber waste. In its outdated form, the quota has effectively become an
embargo against imports of cotton comber waste, not only because the quota
specifies countries that are no longer net exporters of cotton comber waste
but also because it allots such small quantities to specific countries.
Some countries are allotted less than a container-load. According to
hearing testimony, such small allotments are not economical or practical to
fill. 34/ Exporters of cotton comber waste may lack sufficient incentive
to develop relationships with purchasers in the United States and to
transport the product when such severe quantitative restrictions apply. It
may not be economical to ship small quantities of such an inexpensive

product to the United States, particularly when an exporter's shipments may

34/ See Transcript of Hearing at 44-45 (testimony of Mr. Shiverick
discussing practical problems with filling such small quota levels).
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be barred from entry if another exporter from the same country fills the

quota first.
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RECOMMENDATIONS AND ADDITIONAL FINDINGS OF COMMISSIONER ECKES,
COMMISSIONER LODWICK, AND COMMISSIONER NEWQUIST

Material interference

Having determined that "changed circumstances" exist, we now examine
whether certain modifications of the quota on cotton comber waste would
result in cotton comber waste being or practically certain to be imported
into the United States "under such conditions and in such quantities as to
render or tend to render ineffective, or materially interfere with" USDA's
support programs for cotton. As we have stated in prior determinations, we
believe that the phrase "render or tend to render ineffective" imposes a
higher standard than the "materially interfere" test. Thus, any action
that renders or tends to render a program ineffective would, by necessity,
materially interfere with the program. 1/ Therefore, we focus our
discussion on the "materially interfere" language of the statute.

In prior investigations, "material interference" has been defined as
"more than slight interference but less than major interference." 2/ When
determining whether material interference is occurring or would occur if a
quota were modified or terminated, the Commission has examined factors such
as: (1) the available supply of imports, including import levels, changes
in import volumes, world production, and world stocks of the imported
product; (2) pricing data, including the relationship between import
prices, U.S. prices, and the support price; (3) information relating to

domestic supply and demand, including volumes and trends regarding U.S.

1/ See Certain Tobacco, Inv. No. 22-43, USITC Pub. 1174 (1981) at 3.

2/ Certain Articles Containing Sugar, Inv. No. 22-46, USITC Pub. 1462
(1983) at 30, n.11; Sugar, Inv. No. 22-45, USITC Pub. 1253 (1982) at 7;
Casein and Lactalbumin, Inv. No. 22-44, USITC Pub. 1217 (1982).
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production and U.S. demand; and (4) data relating to the Government
programs, including CCC outlays, CCC surpluses, and changes in the cost to
the Government of running a program. 3/

The Commission has stated previously that "[blasic objectives cof a
program may be satisfied, but a program may nevertheless be materially
interfered with if imports are causing increases in domestic stocks under
loan or significant expenditures by the CCC." 4/ When assessing
materiality, the Commission has compared the additional USDA expenditures
that might result from a quota modification with USDA's expenditures for
the entire price-support program at issue. 5/ The Commission has alsc
examined, among other factors, the relative size of the quota or the
commodity imports (actual or anticipated) to overall U.S. consumption. &/

In this case, the material interference analysis is necessarily
complicated for several réasons. First, the relevant USDA programs involve
cotton, not cotton comber waste. As a consequence, it is difficult to
predict what effect imports of cotton comber waste would have on cotton

prices and, in turn, on the cotton programs. Second, cotton comber waste

3/ See, e.g., Sugar, Inv. No. 22- 45 USITC Pub. 1253 (1982), Certain
Tobacco, Inv. No. 22-47, USITC Pub. 1644 (1985); Nonfat Dry Milk and Animail

Feeds Contalnlng Milk or Milk Derivatives, Inv. No. 22-34, USITC Pub. 633
(1973) at 10.

4/ Sugar, Inv. No. 22-45, USITC Pub. 1253 (1982) at 7-8.
5/ Cheeses, Inv. No. 22-31, TC Pub. 567 (1973) at 6.

6/ See, e.g., Cheeses, Inv. No. 22-31, TC Pub. 567 (1673) at 6; Certain
Articles Containing Sugar, Inv. No. 22-46, USITC Pub 1462 (1983) at 21.

In some circumstances, the Commission has teen required to assess the
impact of imports of one product on price suppert programs governing
another product. When doing so, the Commission has examined whether the
imports are likely to displace the products that are the subject of USDA's
programs and the magnitude of any such displacement. See, e.g., Casein and
Lactalbumin, Inv. No. 22-44, USITC Pub. 1217 (1982).
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is a by-product for which very little information is available. For
example, no reliable estimates of the world supply of cotton comber waste
could be obtained in this investigation despite diligent efforts by
Commission staff. Similarly, no reliable information concerning the world
price for cotton comber waste could be obtained.

As suggested by the President, we have considered several alternative
changes to the quota. First, we have examined two modifications
recommended by USDA, i.e., globalization of subcategory (A) and removal of
the staple length restriction, and considered whether these changes would
result in cotton comber waste being imported under such conditions and in
such quantities as to materially interfere with USDA's programs. These two
changes to the quota could result in additional imports, but those imports
would not exceed the total annual quota for subcategory (A) of 3,199,770
pounds., 7/ Alfhough we do not believe that subcategory (A) would, in fact,
be filled for reasons discussed below, we have examined whether imports at
that maximum level would materially interfere with the cotton programs. As
discussed below, we conclude that globalization and removal of the staple

length restriction would not result in material interference. 8/

7/ 1In theory, these changes to subcategory (A) could also result in
increased imports of cotton comber waste under subcategory (B). To the
extent that the present quota has been underutilized because individual
countries have impractically small allotments, globalization of subcategory
(A) and removal of the staple length could encourage countries with
allotments in both subcategories or in subcategory (B) only to increase
imports under both. Although this possibility of additional subcategory
(B) imports exists, we think any such additional imports would be
insignificant because many of the countries with current allotments are not
likely to be large exporters of cotton comber waste.

8/ Because the President's letter referred exclusively to quotas on cotton
comber waste, we did not examine possible revisions to subcategory (B). As
noted above, that subcategory includes several articles in addition to

(continued...)
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To assess the likely impact of as much as 3.2 million pounds of imported
cotton comber waste on the cotton programs, we have considered two economic
models prepared by Commission Staff. The creation of these models was a
difficult task because of the limited information available to the
Commission and the character of the analysis required by section 22. The
data limitations and the need to make numerous assumptions limit the
usefulness of the model results and, accordingly, we do not place great
weight on the estimates. 9/ 10/ 11/ As is discussed below, we believe that
the estimates of additional costs to USDA suggested by the models are
overstated. These estimates suggest that USDA might be required to spend
several million dollars to counteract the depressing price effect on cotton
of cotton comber waste imports totalling 3.2 million pounds. 12/ However,

assuming that these models accurately predict the additional costs that

8/(...continued)

cotton comber waste. Neither USDA nor any of the interested parties
presented evidence or arguments regarding the other articles. Accordingly,
our findings and recommendations address only subcategory (A) of the quota.

9/ The economic models are based on the limited information available to
the Commission. See B-31/32 (discussing the values assigned to different
parameters and the information used to select those values).

10/ Commissioner Eckes notes that he ordinarily does not place 'great
weight" on estimates derived from models. However, in certain agricultural
cases, such as Live Swine and Pork from Canada, Inv. No. 701-TA-224
(Final), USITC Pub. 1733 (1985), where data were readily available, the
Commissioner has found this approach can yield insights which must be
weighed against other evidence of record.

11/ Commissioner Lodwick relies primarily on the estimated effects of
imports of cotton comber waste as detailed in scenario one in which
imported cotton comber waste is assumed to displace U.S. produced raw
cotton on a pound for pound basis. This provides an upper bound as far as
estimated effects of imported cotton comber waste on USDA programs is
concerned.

12/ Report at A-42/44 (USDA's costs could increase by $4.5 to $8.5 millicn
dollars). .
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would be incurred by USDA as a consequence of 3.2 million pounds of cotton
comber waste imports, we conclude that the predicted cost effect would not
be large enough to constitute material interference. 13/ These additional
costs are not trivial, but they constitute less than 1 percent of USDA's
1988/89 expenditures for the upland cotton program. The predicted effect
on cotton prices of such import levels is also very small, ranging from
.062 to .118 cents per pound. These reductions would equal a decline of
only .2 percent or less in the price of cotton.

For several reasons, we believe that these estimates significantly
overstate the likely effects of globalization and removal of the staple
length restriction. First, they assume that imports will equal 3.2 million
pounds. Although we cannot predict with any certainty the quantities of
cotton comber waste that would be imported into the United States if the
quota were liberalized, the Commission's information suggests that foreign
supplies of the product available for export are limited. 14/ Furthermore,

the estimates reflect an upward bias because of the low price elasticity of

13/ The models only estimate additional costs to the upland cotton

program. We note that there were no Government payments under the ELS

program during 1987/88. Id. at A-9. Because the upland cotton program

accounts for approximately 98 percent of U.S. cotton production and ELS

cotton prices would be affected much less by cotton comber waste imports

than upland cotton prices, we do not believe that the estimates understate

the additional costs to the Government of additional cotton comber waste imports.

14/ TFor example, information regarding foreign production and exports
suggests that there is a limited supply of cotton comber waste available
for export from certain countries. Id. at A-24/27. U.S. import statistics
and evidence regarding the world-wide expansion of open-end spinning
further support the conclusion that world supplies for export may be
limited. Id. at A-27. Commission estimates of foreign production are
clearly overstated because they use U.S. coefficients to estimate world
production. Id. at A-25.
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demand for raw cotton and for cotton comber waste. 15/ Significantly,
these estimated additional costs are likely to decline after the first
year. 16/ Thus, these estimates probably overstate the effect of cotton
comber waste imports on cotton prices and suggest that any additional costs
to USDA are likely to be small. Therefore, the estimates support the
conclusion that imports would not materially interfere with the cotton
programs if the quota were globalized and the staple length restriction
removed.

We have also examined other available information to determine whether
imports of cotton comber waste totalling 3.2 million pounds would result in
material interference. Such import levels would equal 5.1 percent of
estimated U.S. production of cotton comber waste, a small percentage of
estimated U.S. consumption of cotton comber waste, and .04 percent of
estimated U.S. production of raw cotton in 1988. 17/ These figures suggest
that the effect on domestic cotton comber waste prices of such import
volumes would be small and the effect on cotton prices would be even
smaller. Significantly, cotton comber waste is not a perfect substitute
for cotton for many end uses and, therefore, imports of cotton comber waste

would not displace cotton pound for pound. 18/

15/ 1d. at A-42/44., The lower the price elasticity of demand, the greater
the expected impact on the cotton programs. The model estimates are also
very sensitive to the value of the price elasticity of demand.

16/ This decline is likely because demand elasticities are larger for
longer periods. Id. at A-42.

17/ 1d. at A-19, A-18, and A-40. The exact percentage relating to U.S.
consumption is confidential.

18/ 1d. at A-15/18.
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Therefore, we do not believe that globalization and removal of the
staple length restriction would result in imports entering the United
States in such quantities and under such conditions as to materially
interfere with the cotton programs. Although there could be "slight"
interference with the programs, we do not believe that such interference
would rise to the level of "material" interference. 19/

We have separately considered whether termination or suspension of the
subcategory (A) quota would, due to increased imports, materially interfere
with the cotton programs. If the quota were terminated or suspended, it is
possible that more than 3.2 million pounds of cotton comber waste would
enter the United States. In that event, the price effects on cotton of
imports exceeding 3.2 million pounds would be even greater than the effects
discussed above. In turn, any additional imports would result in greater
costs to the Government. Unfortunately, available information does not
permit us to predict the quantities of imports that would, in fact, enter
the United States if the quota were terminated or suspended. Because we
cannot predict the quantities of imports that would enter the United
States, we cannot find that such changes would not result in cotton comber
waste being or practically certain to be imported into the United States

under such conditions and in such quantities as to materially interfere

19/ Commissioner Lodwick does not believe that it is necessary to
characterize the level of likely interference except to determine whether
or not any interference would be material.
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with USDA's support programs for cotton. 20/ Therefore, we do not
recommend termination or suspension of subcategory (A).
RECOMMENDATIONS

For the foregoing reasons, we recommend that subcategory (A) of the
cotton comber waste quota, provided for in subheading 9904.30.50 of the
HTS, be globalized and the staple length restriction associated with that
subcategory be terminated. We find that these modifications would not
result in cotton comber waste being or practically certain to be imported
into the United States under such conditions and in such quantities as to
render or tend to render ineffective, or materially interfere with, any
USDA cotton program or to reduce substantially the amount of any product

processed in the United States from cotton.

20/ USDA shares our reservations about termination of the quota. At the
hearing, USDA stated that it recommended globalization of the quota instead
of termination because so little information was available to USDA about
likely import levels. Transcript at 15. According to USDA, it would
support termination only if there were information showing that exports to
the United States would not be in such quantities as to materially
interfere with the programs for cotton. Id.
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RECOMMENDATIONS AND ADDITIONAL FINDINGS
OF
CHAIRMAN ANNE E. BRUNSDALE AND VICE CHAIRMAN RONALD A. CASS

Cotton Comber Waste, Inv. No. 22-51

At the request of the President, the Commission has investigated whether
circumstances have changed sufficiently since the 1939 imposition of the quota
on imports of cotton comber waste, authorized by Section 22 of the
Agricultural Adjustment Act of 1933, to warrant modification or termination of
that quota. As described in the introduction to this report, the quota is
divided into two subcategories, subcategory (A), which applies exclusively to
cotton comber waste, and subcategory (B), which includes other imported cotton
waste products in addition to cotton comber waste. We agree with our
colleagues that circumstances have changed significantly since the quota was
imposed and we join in the discussion of these changes, supra. Our evaluation
of these changes under the Section 22(a) standards for the imposition of
quotas, however, leads us to make some additional findings and separate
recommendations. Specifically, we recommend that subcategory (A) of the quota
be suspended indefinitely, without distinction between bleached and unbleached
cotton comber waste, and that a technical amendment be made removing cotfon
comber waste from subcategory (B) in order to recognize the changes in that
category resulting from the suspension of subcategory (A) and to avoid
confusion regarding the quota status of cotton comber waste.

Section 22(d) provides that after an investigation by the Commission,
the President may suspend or terminate a quota imposed pursuant to Section
22(b) "whenever he finds and proclaims that the circumstances requiring the
proclamation or provision thereof no longer exist" and further that he may
modify such a quota "whenever he finds and proclaims that changed

25



circumstances require such modification to carry out the purposes of this
section [Section 22]."' In determining that circumstances have changed to the
extent that the quota on cotton comber waste should be suspended, we have
evaluated the evidence before us using the same standards by which we would
determine the need for the initial imposition of a quota. Under Section
22(a), the Commission is charged with determining whether the articles in
question

are being or are practically certain to be imported into the

United States under such conditions and in such quantities as to

render or tend to render ineffective, or materially interfere

with, [any USDA program], . . . .2

At present, there are only minuscule imports of cotton comber waste, and
indeed there have not been any imports under subcategory (A) of the quota

since the 1981/82 quota year.>

A fortiori, imports are not now entering the
United States in quantities that would render or tend to render the USDA
cotton support programs ineffective or materially interfere with these
programs. We conclude from the record evidence compiled in this investigation
that the absence of such imports is a result of substantial changes among
producers and consumers of cotton comber waste both in the United States and
abroad. Moreover, we do not have any other basis for believing that this
quota is necessary to prevent material interference with the USDA cotton

support programs. No evidence on the record suggests that imports would be

practically certain to enter the United States in quantities detrimental to

17 U.s.C. § 624(d).
27 U.S.C. § 624(a).

3 There have been no imports of cotton comber waste under subcategory (A)
since 1981. Under subcategory (B), 130 thousand pounds of bleached cotton
comber waste and card strips entered in 1988, and another 29 thousand pounds
of the same in 1989, both shipments from the United Kingdom. Report at A-28.
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these USDA programs in the absence of a quota on cotton comber waste.

As discussed in the Views of the Commission, the quota on cotton comber
waste currently is allocated to countries based on their market shares prior
to 1939, the year the quota was imposed. The majority of the quota is
allocated to the United Kingdom, with smaller shares divided among other
European countries and Japan. Information on the record reveals that, for
various reasons, these countries no longer export cotton comber waste.* First
of all, the United Kingdom has reduced its production of cotton yarn and
therefore does not generate as much of the waste product. Given the current
country allocations, many large producers of cotton yarn cannot export cotton
comber waste to the United States. In addition, because technological changes
have increased demand for cotton comber waste worldwide, countries that
produce cotton comber waste are more likely to use it in their domestic
industries than sell it on the open market. Because of these changed
conditions, there have been no U.S. iﬁports of cotton comber waste under
subcategory (A) during the period of the investigation. For the same reason,
we have no evidence that producers in countries that do not currently have a
quota allocation would begin exporting cotton comber waste to the United
States if the quota were suspended. There is no basis for predicting that an
increase in imports is practically certain, much less an increase sufficient
to be practically certain to interfere materially with the cotton support
programs.

Other changes over the last 50 years also make it unlikely that even a
very significant increase in imported cotton comber waste would adversely

affect U.S. cotton producers and interfere with the cotton support programs.

4 Report at A-25.
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Notably, demand for cotton comber waste has increased in the United States.

In the late 1970s the growth of open-end spinning increased the demand for
cotton comber waste in the textile industry.5 Textile producers are now
better able to use cotton comber waste in the production of coarse yarns. The
paper industry also claims to need more cotton comber waste for the production
of currency paper, and additional uses have developed in the health and
personal hygiene industries.® Were we concerned with direct effects of
imports on revenues to U.S. producers, the increase in demand would be less
important, since it would affect almost entirely the composition of those
revenue effects rather than their magnitude.7 In the instant investigation,
however, our focus is different and so is the relevance of this change.

The effect of cotton comber waste on the USDA cotton support programs
will be indirect, mediated principally through effects on returns to the
cotton used for combing and derivatively through demand for U.S. cotton for
combing, which in turn will affect the price at which cotton is sold.

Imported cotton comber waste would reduce returns to U.S.-produced cotton
comber waste and similarly returns to the cotton used to produce combed cotton
and cotton comber waste. While this decrease would reduce the returns to
cotton used in combing, it is significant that a decline in returns from
cotton comber waste would yield a much smaller change in returns from cotton

used for combing. As the name suggests, although it is commercially useful,

3 Report at A-11-12.
6 Report at A-15-18.

7 A producer of a joint product would not react as strongly to a change in
demand for only one part of that joint product. This means that any change in
demand for one component of the output would be likely to affect the price of
that component, but would have a small effect on a producer's total revenue.
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cotton comber waste is produced as a by-product of combed cotton. The value
of the waste product is low enough relative to that for combed cotton that
changes in the price of the waste would have relatively slight effects on the
demand for cotton for combing.8 Moreover, as only 12-15 percent of U.S.
produced cotton is used for combing, a large change in the demand for cotton
for this use has a smaller percentage effect on the domestic demand for
cotton. The USDA support programs are affected principally by the price of

cotton.’

Changes in the U.S. market for cotton comber waste, thus, will have
an effect on USDA programs that is filtered through at least three screens
before affecting those programs, each diminishing the likely effects.

Two other relations should be noted. First, the waste product can be
substituted for cotton fibers in some very limited applications. This more
direct, but also more improbable, effect also must be considered. Further,
given the attenuated relationship between cotton comber waste and cotton,
increased U.S. demand for waste will not have any significant effect on cotton
prices and will not call forth much increase in cotton or even cotton comber
waste production. But the increase in U.S. demand for cotton comber waste
does reduce the degree to which waste imports are likely to affect sales of

cotton for combing.

The relationship between possible cotton comber waste imports and USDA

8 Cotton comber waste accounts for only 10 percent of the value of the joint
product of combed cotton and cotton comber waste. Accordingly, a decline in
the price of cotton comber waste would result in a relatively small change in
the value of the joint product and therefore would have a relatively small
effect on demand for the input, raw cotton.

? These support programs include both direct payments and loans tc growers.
All of these programs base the amount of support available to the growers on
the extent to which U.S. or adjusted world prices for cotton fall below a
target price, in the case of direct deficiency payments, or a repayment rate,
in the case of operating or marketing loans. See Report at A-6-9.
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cotton support programs makes adverse effects from removing or suspending the
quota anything but certain. At this time we cannot say that any level of
imports is practically certain to occur, nor can we conclusively say at what
level imports would pose a threat of material interference to USDA programs.
The Commission staff has estimated the possible magnitudes of these effects
under several different hypotheses, and we believe that these estimates also
support suspension of the quota.

Staff estimated a range of possible costs to the USDA cotton program
based on projected imports of 3.2, 5.5, and 30 million pounds of cotton comber
waste. Their estimates of the increase in the cost of the program range from
.4 to .8 percent if 3.2 million pounds were imported to 3.1 to 5.9 percent if
30 million pounds were imported. Thus, the best estimates that we have now
indicate that even if the paper industry were able to import all the cotton
comber waste that it wished at the desired prices, a very unlikely scenario,
the greatest impact on the cotton programs in terms of increased costs would
amount to only 6 percent of the entire program expenditures. We find these
estimates useful in providing insight into the relationship between potential
imports of cotton comber waste and the USDA cotton programs. We note as well,
however, that these estimates tend to be upper bounds for several reasons.

First of all, in order to assess the impact that removing the quota on
cotton comber waste would have on the U.S. cotton program, ideally one would
compare the domestic and world price of cotton comber waste and then predict
the likely increase in imports. Significant increases in imports are likely
only if the U.S. price for cotton comber waste is significantly higher than
the world price. Unfortunately, the Commission's staff could find no firm

information about the world price.
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We do, however, have a modest basis for drawing a negative inference on
this issue: there is some evidence that the world price of cotton comber
waste is not substantially lower than the U.S. price. If the world price were
significantly lower, we would expect producers in countries with a quota
allocation to export their domestically produced cotton comber waste to the
United States at the relatively high U.S. price and then buy cotton comber
waste for domestic use at the lower world price. As noted earlier, however,
only a minuscule amount of cotton comber waste has been exported to the United
States since 1981. 1In addition, cotton comber waste has been exported in
minimal amounts. If cotton comber waste were available at a significantly
lower world price, one would expect that there would be no U.S. exports of
cotton comber waste. While the evidence is by no means conclusive, it
indicates that the world price of cotton comber waste is not significantly
lower than the U.S. price, and therefore that there would not be a large
increase in imports if the quota on cotton comber waste were removed.

Second, information on the record indicates that cotton may be
substituted for cotton comber waste only to a limited extent. Staff's range
of estimates is based on different assumptions about the substitutability of
cotton comber waste and cotton, with the low end assuming virtually no
substitutability and the upper end assuming almost perfect substitutability.
Given the record evidence on substitutability and the great disparity in
prices between waste and cotton, even if one assumes that the entire amount
hypothecated in a given case would actually be imported, the low end of the

range of estimates is more likely to be correct.'?

0 Low substitutability indicates that there would be a low cross-price
elasticity of demand for cotton comber waste and raw cotton. Staff estimates
(continued...)
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Finally, these estimates are very sensitive to assumptions made about

' More

the elasticity of demand for raw cotton and cotton comber waste.'
specifically, the estimates assume a low elasticity of demand for cotton
comber waste, which means that a change in the price of cotton comber waste
would lead to a very small change in the quantity of cotton comber waste
demanded. Increased imports of cotton comber waste are therefore assumed to
put significant downward pressure on the price of cotton comber waste and are

more likely to be costly to the U.S. cotton program.12

Because staff had no
information about the elasticity of demand for cotton comber waste, they made
a statistically neutral assumption, treating demand for waste, for combed
cotton, and for all cotton as essentially equivalent.13

While there is no specific evidence to the contrary, we find this
estimate unpersuasive. To begin with, the USDA estimate of the price
elasticity for cotton appears uhduly low: it seems unlikely that the demand

elasticity for cotton would be at' the level estimated by the USDA in any but

the very short run. There are numerous substitutes for cotton that probably

0( . .continued)

‘the cross price elasticity to be zero at the low end, and .3 at the high end.

"1 Assumptions about the price elasticity of demand for cotton, combed cotton
and cotton comber waste affect the staff's estimates of import effects in this
investigation. Based on a USDA estimate that the elasticity of demand for raw
cotton is .3 and the assumption that combed cotton and cotton comber waste
have the same elasticity of demand, the elasticity of demand for cotton comber
waste is assumed to be just slightly above .3. See Report at A-45. These
assumptions are discussed below.

12 Recause cotton comber waste substitutes for raw cotton to a limited

extent, and because it is made from raw cotton as a joint product with combed
cotton, there are indirect effects that lead to a decline in the demand for
raw cotton. Because the price elasticity of demand for raw cotton is assumed
to be quite low, this decrease in demand leads - to a significant decline in the
price of raw cotton. This in turn is costly to the U.S. cotton program.

13 see Report at Appendix G.
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would be used in many applications if the price of cotton increased. More
fundamentally, we do not believe that it is appropriate to treat cotton comber
waste as having a price elasticity virtually equivalent to that of cotton.
Indeed, as combed cotton has more good substitutes than cotton overall, it
seems likely that it would have a greater price elasticity. Cotton comber
waste appears to have an even broader range of substitutes. In addition,
since there is such a small amount of cotton comber waste relative to combed
cotton, any substitution between the joint product -- combed cotton and cotton
comber waste -- and raw cotton resulting from a relative price change would
have a proportionally larger effect on the quantity of cotton comber waste
that is demanded, further suggesting variance between the price elasticities
of cotton and cotton comber waste. Therefore, assumptions about the price
elasticity of demand may result in estimates that are upwardly biased.

A question has been raised respecting the inference to be drawn from the
inability of the Commission staff, even after great effort, to gather useful
data on the world market for cotton comber waste and on the potential
suppliers of this product to the United States. We interpret this absence of
data in the context of the statutory standard somewhat differently than our
colleagues who recommend globalization of the quota. The very fact that there
is so little evidence regarding the world market suggests to us that it is
unlikely that previously unknown suppliers capable of exporting large amounts
of cotton comber waste to the United States will materialize should the quota
be suspended. Speculation that such suppliers may exist would not support a
determination that imports are "practically certain" to enter the United
States in quantities sufficient to interfere materially with the USDA cotton

programs in a proceeding under Section 22(a) to impose a quota on cotton
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comber waste. Given the failure of the evidence to meet the statutory
standard, we could not in such a proceeding recommend imposition of any quota,
nor could we in essence "hedge our bets" by recommending a seemingly liberal
quota.

We do not believe that we can do so here either. Having determined in
this proceeding that circumstances have changed to the extent that we cannot
be practically certain that imports of cotton comber waste will enter the
United States in quantities sufficient to materially interfere with the USDA
cotton support programs, and therefore that the original need for the quota on
this product no longer exists, we feel compelled to recommend that the quota
be suspended. In light of these findings we can not recommend globalization
as an intermediate measure to ﬁrotect against unforseen changes in the global
trade of cotton comber waste.

We believe that, read as a whole, the statute further supports
suspension. In evaluating whether changed circumstances require the
suspension, termination, or modification of a quota imposed under Section
22(b), the statute mandates that we be mindful of its purposes. Clearly,
protection of USDA.programs is the primary purpose of the statute,' but
actions taken to further this purpose are limited by the stricture that the
President impose only those quotas

as he finds and declares shown by such investigation to be

necessary in order that the entry of such article will not render

or tend to render ineffective, or materially interfere with [a

USDA program].'?

The Customs Court in Best Foods, Inc. v. United States, 218 F. Supp. 576

" H. Rep. No. 1241, 74th Cong., 1st Sess. 21 (1935).
57 Uu.s.c. § 624(b).
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(Cust. Ct. 1963) interpreted this provision to require that the President take
action only to the extent found necessary to prevent material interference
with USDA programs. In light of this statﬁtory provision and the court's
reading of it, we do not believe that unnecessary quotas should remain in
force. |

We do, however, recognize that ourvinability to make good estimates
regarding potential imports of cotton comber waste, due to the lack of
available data, militates against outright termination of the quota. We
recommend indefinite suspension rather that termination of the quota in order
to provide a procedural mechanism by which we can act quickly to reevaluate
the need for quotas on cotton comber waste should that be necessary at some
time in the future.

We further recommend that cotton comber waste be removed from
subcategory (B) in recognition that once the quota on subcategory (A) is
'suspended, it is unlikely that imports of cotton comber waste would enter
under subcategory (B). The free entry of cotton comber waste imports, once
subcategory (A) has been suspended, necessarily will result in an increase in
the quota available to the other cotton wastes covered by subcategory (B).
Though termination or modification of the quota limits on the other cotton
waste products contained in subcategory (B) is not within the scope of this
investigation, we believe a clarifying amendment to subcategory (B) adjusting

for the de facto changes brought about by the President's suspension of

subcategory (A) is both permissible and advisable to avoid confusion as to the
quota status of cotton comber waste among those using the Harmonized Tariff
Schedules of the United States. The Commission has been careful to inform the

public during this proceeding that in light of the President's request that we
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review the entire quota on cotton comber waste, our investigation would
include consideration of cotton comber waste imports under both subcategories
(A) and (B).'® We therefore are satisfied that we have provided notice that
our recommendations with respect to cotton comber waste might indirectly
impact the other products contained in subcategory (B) and that this notice is

sufficient to justify the proposed clarifying amendment to that subcategory.

16 See Commission notice of institution of Investigation 22-51, 54 Fed. Reg.
35088 (Aug. 1989), Report at B-4.
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Additional Findings and Recommendations
of Commissioner David B. Rohr

I concur with and join thc Commission’s findings regarding the circumstances that
have changed dramatically since the quota was originally imposed. The historical basis for
the staple length requirement no longer exists. I concur with my collecagues in
recommending that the President eliminate the staple length restrictions. I also join my
colleagues in recommending to the President that bleached and unbleached cotton comber
waste imports should not be distinguished. The circumstances that have changed do not
justify distinguishing cotton comber waste imports in this manner.

I further recommend that the President terminate the quota on cotton comber waste.
My recommendation is based on the plain language of the statute. Section 22 of the
Agricultural Adjustment Act directs the Commission to determine whether "any article or
articles are being or are practically certain to be imported into the United States under
conditions and in such quantities as to render or tend to render ineffective, or materially
interfere with," any USDA program.

Imports of cotton comber waste into the United States have been negligible for more
than the last seven years. In fact, the United States now exports cotton comber waste. It is
therefore unlikely that U.S. imports of cotton comber waste will increase if the quot‘a is
terminated.

I recognize the plurality’s concern that there is dif ficulty in predicting what import
levels will be if the quota is terminated. Globalizing the current 1,451 metric ton (3.2
million pounds) subcategory A quota on cotton comber waste is virtually certain to have no
material effect on the U.S.D.A. cotton program. Even if the globalized quota were totally
filled, imports would amount to only six percent of estimated 1988 U.S. production of
cotton comber waste and only