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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investiéation Nos. 303-TA-15 and 701-TA-213 (Final)

POTASSIUM CHLORIDE FROM ISRAEL AND SPAIN

Determinations

On the basis éf:the‘record 1/ developed in investiéation No. 303-TA-15
(Final), the Commission deterﬁines, 2/ pursuant to section 303(5) of the
Tariff Act of 1930 (19 u.s.C. § 1303), that an industry in the United Statés
is not materially injured or threatened with material injury, nor is the
establishment of an 1ndustry in the United States materially retardea “by
reason of 1mports from Israel of potassium chlorlde, provided for in item
480.50 of the Tariff Suhedules of the United States (TSUS), upon which the
Department of Commérée has found bounties or grants are being provided.

In addition, on the basis of the record 1/ develobed in investigation No.
701~TR~213 (Final), the Coﬁmission determineé, 3/ pursuant to section
705(b) (1) of the Tariff Act of 1930 (19 Uu.s.C. § 1671d<b)(1)), tHat an
industry in the United States is not materially injured or threatened with
material iﬁjury,‘hor is theaeétablishment of an industry in tBe United States
‘materially retarded, by reason of imports from Spain of potassium chloride,
provided for in item 486;50 of the TSUS, upon which the Departﬁent of Commerce

has found subsidies are bheing provided.

On June 29, 1984, the U.S. Department of Commerce published in the

Federal Register (49 F.R. 26776) its preliminary determination that there is

Practlce and Procedure (19 C F.R. § 707 2(1))

2/ Commissioner Eckes dissenting and Chairwoman Stern not participating.
3/ Chairwoman Stern not participating.




reason to believe or suspect that certain benefits which constitute bounties
or grants within the meaning of section 303 of the Tariff ﬁét of 1930 are
being provided to maanacturers, produéers, or exporters in Israel of
potassium chloride. At the same time, Commerce also detefmined that there is
a reasonable basis to believe or suspect that subsidies within the meaning of
section 701 of the Tariff Act of'1930 are being provided to manufacturers,
producers, or exporters in Spain of bé&éssiqm chloride.

Accordingly, effective June 2;, 1984, the Commission instituted these
final investigétiéns"under éhe‘pro;isions of the Tariff Act of 1930 to
determine whether an industryiin the United Stétes is materially’injured, or
is threatened with material injury, or the establishment of an industry in the
United States is materially retarded, bj reason éf such imports of potassium
chloride into the‘United States. Nofice of the institution.of the
Commission's investigations and of a public 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 July 25, 1984 (AQ‘F.R. 30025).
The hearing was held in Washington, DC, on September 18, 1984; énd all persons
who requested the opportunity were permitted to appear in person or through

counsel. The Commission's determinations in these investigations were made in

an open "Government in the Sunshine" meeting held on October 22, 1984,

v



VIEWS OF THE COMMISSION

Oon the basis of the information collected in these investigations, we
determine that an industry in the United States is not materially injured or
threatened with matefiaILinjury, nor is the establishment of an indnstry in
the United States materially retarded 1/, by reason of imports of potassium
chloride from Israel and Spaip which the Department of Commerce has determined
to be subsidized. 2/ Our negative deéé;mination in both investigations is
based upon the lack of a causal nexus between the céndition of the industry

and the subsidized imports from Israel and Spain. 3/ 4/

Domestic industry

The statutory framework under which the Commission conducts
countervailing duty investigations requires it éirst to determine the domestic:
industry agaid%t which to assess thé impact of unfairly traded imports.
Sectioni771(4)(A) of the Tariff Act of 1930 defines thé term "industry" as
"the domestic producers as a whole of a like product or those producers whose'
colleqtive output of the like product constitutes a major proportion of the
total domestic production of that product.” 5/ "Like product™ is in turn

defined as "a product which is like, or in the absence of like, most similar

1/ Material retardation is not an issue in this investigation and will not
be discussed further.

2/ Chairwoman Stern did not participate in these determinations.

3/ Commissioner Rohr has reached his determination on the basis of a
cumulative analysis of imports from Israel and Spain.

4/ Commissioner Eckes joins these views only for discussion of the domestic
industry and the condition of the domestic industry. See his "Additional
Views" regarding the causal analysis regarding material injury by reason of
imports from Israel and Spain.

5/ 19 U.s.C. § 1677(4)(A).



in characteristics and uses with the article subject to an
investigation. . . ." 6/

Both the imported and domestic product in these investigations is
potassium chloride (KCl), also known as muriate of potash. In the preliminary
phase of these investigations, we defined the like product as potassium
- .chloride, and the domestic industry as composed of all domestic producers of
potassium chloride. No party has objected to these determinations or argued
in favor of .a different conclusion on the issues of like product and domestic
industry. We therefore adopt the conclusions reached in the preliminary phase

of these investigations as our determinations in these final investigationms.

Condition of the domestic industry

Apparent U.S. consumption of potassium chloride decreased by 18.8 percent
from 1981 to 1982, and then recovered in 1983 to nearly the 1981 level. 7/
Data for the interim period January-June 1984 show a continued increase in
domestic consumption. 8/ Domestic production declined stéadily from 3.2
milli&n;shprt tons in 1981kt9 2.1 million short tons in 1983, a decline of
35.9 percent. 9/ Data for the most récené period, however, shoﬁ an increase
in domestic production of 10 percent over the corresponding period of
1983. 10/ Domestic capacity remained fairly steady during the period under
inVestigation il/, but capacity utilization declined by approximately

36 percent between 1981 and 1983. 12/ Again, data for the'intgrim period

v

6/ 19 U.S.C. § 1677(10).

1/ Report of the Commission (Report) at A-17.
/ 1.

/ 1d.

. at A-15.

[
-
~
Lonll Ll [
iy



January-June 1984 show an increase in capacity utilization over the
corresponding period of 1983. 13/

U.S. producers' domestic shipments fell 9 percent between 1981 and 1982,
from 2.1 million shbrt tons to 1.9 million short tons, and declined a further
7 percent to 1.7 million short tons from 1982 to 1983. 14/ During the period
January-June 1984, domestic shipments increased by 7 percent over the
correspdhding period of 1983. 15/ "Domestic producers' inventories increased
from 25.9 percent of shipments in 1981 to 28.1 percent of shipments in 1982,
and then decreased to 23.9 percent of shipments in 1983. 16/ On an annualized
basis, inventor} Levels during the interim period January-June 1984 declined
by 17.5 perﬁent from the corresponding period of 1983. 17/ Employment in the
domestic industry declined by 37.6 percent from 1981 to 1983, and data for the
most recent period shows a 2.5 percent decline from the corresponding period
of 1983. 18/

U.S. producers' net sales of potassium chloride fell by 25.7 percent
between 1981 and 1982, and by a further 20.3 percent from 1982 to 1983. 19/
Data for ﬁhe interim period January-June 1984 show an increase of 28.8 percent
- over the corresponding period of 1983. 20/ U.S. producers' operating profif

in 1981 changed to losses in 1982 and 1983. 21/ U.S. producers have recorded

13/ 1d.

14/ Id. at A-17.

15/ 1d.

16/ Id. at A-18. U.S. producers instituted cuts in production which resulted
in these reductions of inventories. Id.

17/ 1d. -

18/ Id. at A-19.

19/ Id. at A-22.

20/ 1d.

21/ 1d.



an operating profit during the interim period January-June 1984 as compared
with an operating loss'during the corresponding period of 1983. 22/

Despite its improved performance during the interim 1984 period, the
domestic potassium chloride industry as a whole exhibited signs of material

injury during much of the period under investigation. 23/

No material injury by reason of subsidized imports

Under section 705(b) of the Tariff Act of 1930, as amended, the
Commission is required to determi;e whether. an industry in the United States
is materially injured or threatenéd with material injury by reason of imports
of merchandise with respect to whicﬁ the Depar£ment qf Commerce has determined
that subsidies are granted. 24/ 1In reaching its decision as to whether
material injury is by reason of the imports undér investigation, the
Commission must consider, among other factors, the volume of imports, the
effect qf imports on prices in the United States for tﬁe like product, and the
impact of such imports on the relevant domestic industry. Congress has also ‘
instructed the Commission to consider factors indicating that the injury is
not by reason of the subject imports. 25/ The legislative his@ot} of the Act

is clear, moreover, that the Commission must satisfy itself £hat "in light of

all the information presented, there is a sufficient causal link between the

22/ 1d. ‘

23/ Commissioner Eckes determines that this industry is experiencing material
injury. ,

24/ 19 U.S.C. § 1671d(b)(1). ‘

25/ "0Of course, in examining the overall injury being experienced by a
domestic industry, the ITC will take into account evidence presented to it
which demonstrates that the harm attributed by the petitioner to the
subsidized or dumped imports is attributable to such other factors." H.R.
Rep. No. 317, 96th Cong., 1lst Sess. 47 (1979).



subsidization and the requisite injury." 26/ On the basis of the data
developed in this investigation, we conclude that imports from Israel and
Spain are not a cause of material injury to the domestic industry. 27/ 28/ 29/
We have considefed a number of factors and conditions of trade in the
potassium chloride industry which lead us to the conclusion that imports of
potassium chloride frqm Israel and Spain have not caused material injury to
the domestic industry. The dominant'éégition:of Canadian imports in the U.S.
market is of great significance. -Imports of potassium chloride ffom Canada |
have accounted for af least 70 percent of d;mestic consumption during each

year of the period under investigation. Even in the Southeastern region,

26/ S. Rep. No. 249, 96th Cong., 1lst Sess. 58 (1979). See also, H.R. Rep.
No. 317, 96th Cong., 1lst Sess. 47 (1979).

27/ Commissioner Rohr has reached his determinations in these investigations .
on the basis of a cumulative analysis. However, he agrees with the reasons
stated herein for reaching a negative conclusion, and therefore joins in these
views. Vice Chairman Liebeler and Commissioner Lodwick have reached their
determinations in these investigations on a case-by-case basis.

28/ Commissioner Lodwick has reached his determinations in these )
investigations on a country-by-country basis. He notes, among other factors,
that Spain imports minimal volumes into the U.S., sells almost exclusively to
a single customer, exports only standard grade material to the U.S which,
though used extensively in Florida, is increasingly less attractive than
granular grade as a direct application fertilizer, has made no capital
investment in facilities in the U.S., and has a diverse customer base with
only a small share of shipments going to the U.S. Conversely, Israel has much
greater ties to the U.S. market. 1Israel sells under long-term contract to a
variety of customers in the South and East, is affiliated with extensive
capital investment in warehousing in the U.S., and sells granular as well as
standard grade potassium chloride. 1In addition, although Israel also has a
diverse customer base, the U.S. is a primary export market. Commissioner
Lodwick further notes that he would still have reached negative determinations
if he had cumulated.

29/ Vice Chairman Liebeler has reached her determinations in these
investigations on a country-by-country basis. She views coordinated action
among producing nations under consideration as a necessary condition for
cumulation. Because there is no evidence of coordinated action by the
exporters or importers of potassium chloride from Israel and Spain, Vice
Chairman Liebeler declines to cumulate imports from these two countries. 1In
addition Vice Chairman Liebeler agrees with Commissioner Lodwick's analysis,
supra, note 28. See Certain Cold Rolled Carbon Steel Sheet from Brazil, Inv.
No. 731-TA-154 (Final), USITC Pub. 1599 (1984) at 8, n. 24.
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which the domestic industry argues is its natural, best market, Canadian
"imports have by far the largest market share. 30/ In such a situation,
imports from Israel and Spain, which have one-tenth the market share of
Canadian imports nationwide, do not have the ability to affect market
conditions or prices. Moreover, between 1981 and 1982, when the imports under
investigation increased to their highest level, as a share of domestic
consumption, imports from Canada déclined commensurately. 31/ At the same
time, however, the nationwide mérket share of the domestic industry increased
to its highest lgvel since 1979, despite dramatically declining

consumption. 32/

30/ Petitioners urged us to concentrate our analysis on the Southeastern
region in determining whether material injury to the domestic industry exists,
and whether imports are the cause of that injury. Petitioners concede that
the statutory criteria for a regional industry are not met in these
investigations. See 19 U.S.C. § 1677(4)(C). 1In the absence of a regional
industry, we conclude that we must examine the domestic industry on a
nationwide basis in determining whether material injury exists. We have,
however, considered events in the Southeastern region in determining whether a
sufficient causal nexus exists between imports and the injury to the
industry. The majority of both Israeli and Spanish imports of potassium
chloride are shipped to Florida and Eastern and Gulf Coastal States. It is
true that imports from Israel and Spain as a share of consumption in this area
have been greater than in the United States as a whole. However, the greatest
. increase in import market share in this area occurred between 1981 and 1982;
imports from Israel have since then remained steady although imports from
Spain increased marginally. Report at A-26. While the domestic industry lost
market share in this area in 1982, its market share nationwide increased.

31/ Id. at A-25. Canada's market share in the Southeast also declined in
1982, although by less than the increase in market share of imports from
Israel and Spain. Id. at A-26.

32/ U.S. consumption of potassium chloride is dependent upon the demand for
fertilizer. During a time when cash receipts of farmers are low, they may
reduce costs by decreasing their purchases of fertilizer. Potassium chloride,
which is retained in the soil for 2 to 3 years, may be the hardest hit in such
a situation. However, application of potassium chloride must be resumed
eventually to maintain the quality and quantity of crops. 1In 1982, demand for
fertilizer was severely depressed by weak farm conditions. 1In 1983, nearly 40
percent of total U.S. farmland was idled, largely due to Government-sponsored
acreage reduction, paid diversion, and the Payment-in-Kind (PIK) program. Id.
at A-14.



Potassium chloride reserves are located in only 16 countries. According
to the Bureau of Mines, Canada and the U.S.S.R. possess the largest reserves,
accounting for 74 percent and 16 percent of all reserves, respeétively.
Reserves in the United States are dwarfed by comparison, accounting for only
0.5 percent of worldwide reserves. U.S. capacity for the production of
potassium chloride has declined: steadily over the past 20 years. U.S.
productfan-capacity will continue to decrease as the potassium chloride
reserves are exhausted. 33/ U.S. consumption is forecast to grow by 25
percent or more froﬁ'1981 to 1990. 34/ The domestic industry's share of the
u.s. potaséium chloride market has been decreasing since the early 1960s. 35/
It is thus clear to us that the U.S. market for potassium chloride, already
donrinated by imports from Canada, will become increasingly dependent on
imports, and the domestic industry's market share will continue to decrease.

ﬁAhother.significant factor in our determination is the high cost of
transporting potassium chloride to customers. Transportation costs from New
Mexico, where 85 percent of U.S. potassium chloride is produced, can be
50 percen£ or mbre of the delivered price of the product. By contrast, ocean
- shipping rates for potassium chloride imported from Israel and Spain are |
substantially lower, as are inland freight costs from the ports of entry to
the customers, who are located largely in Eastern and Gulf Coastal states.
Because of the variety of means of transporting potassium chloride and the

enormous variation in costs, it has been impossible for us to arrive at a

33/ Id. at A-16. According to the Bureau of Mines, the reserves held by the
Potash Co. of America and Texasgulf may be depleted in the early 1990s.
Reserves held by AMAX may be depleted by the year 2000. The other producers,
according to the Bureau of Mines, "appear to have sufficient reserves to
operate past the year 2000." 1Id.

34/ 1Id. at A-14.

35/ 1d. at A-17.
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precise calculation of transportation cost advantages and disadvantages.
Petitioners argued that the domestic industry enjoys a freight advantage over
the dominant Canadian imports in the Southeastern regiont Our investigation
of delivered pricing'and"transportation costs leads us to conclude that
petitioners have overstated this advantage. To some specific customers in
some specific areas, depending on the means of transport, the domestic
industry may enjoy a ;reight advantasé.h Howe&er, by the same reasoning, to
some specific customers, in some parts of the SOuthbastern United States,
imporis from Israel énd Spain enjby a freiéﬁt advantage over tﬁe domestic
industry. Thus, it appears likely that at least some, if not all, of the
difference in price between the domestic product and the imported product is
the result of tranéportation cost differentials. This conclusion is supported
by the fact t?at-in Midwestern and Central states, the domestic product tends’
to undersell thé imports from Israel. 36/ | A

Oné additional factor which we have found to be significant in explaining
the condition of the domestic industfy is the dramatic decline in export
sales. A significant share of U.S. pdtassidm éhloride has traditionally beén
exported from Western and Gulf Coastal states to the overseas potassium
chloride market, where the United States enjoys a freight advantage over the
Canadian potassium chloride industry. 37/ Export sales declined dramatically
between 1980 and 1983, from 39 percent of U.S. producers' sales, to 21 percent
of sales. Economic problems in overseas markets, and decreased worldwide

demand for potassium chloride have contributed to this decline in export

36/ There were no reported sales of potassium chloride from Spain in this
area during the period under investigation.
37/ Report at A-16.

10
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salés, which accounts for approiimately 75 pefcent of the decrease in U.S.

producers' total shipments. 38/

Israel

Imports of potassium chloride from.Iérael increased by 37.3 percent
between 1981 to 1982, from 450,000 short tons to 618,000 short tons. 39/ 1In
1983, however, imports of poéassaum thorida from Israel declined to 549,000
short tons, a decline of 11.2 perqeﬂgl.ggj During the interim period
January-June 1984, imports of~pot;ssiﬁm chloride from Israel declined by 6.8
percent from the level during the“corresponding period of 1983. 41/ Although
imports of potassium chloride from Israel as a share4of domestic consumption
increased from 1981 to 1982, from 4 percent to 5 percent, this increase was
not at the expense of domestic production, whicﬁ itself increased as a share
of consumptioﬁ from 20 percent in 1§81 to 22 percent in 1982. 42/ Since 1982,
imports from Israel have not increased as a share of &omsstic consumption.

To put the effect of the volume of imports from Israel on the domestic
industry into sharper perspective, we note that the 22 percent share of
domestic consumption accounted for by the domestic industry in.1982 was equal
to that in 1979, a year of historic highs in the U.S. potassium chloride
market, and higher than for any other year since 1976. The domestic
industry's market share declined only in 1983 and the interim period

January-June 1984. Imports from Israel declined absolutely during 1983, and

38/ 1d.
39/ 1d. at A-24.
40/ 1d.
41/ 1d.
42/ 1d.

. at A-25.

1



12

were lower during theiperiod January-June 1984 than for the corresponding
period of 1983.

Although imports of potassium chloride from Israel undersold domestic
potassium chloride during most of the period under considergtion in Florida
and the Eastern and Gulf Coastal states, we note the following explanatory
factofs. First, Israeli‘potassium chloride is marketed on a long-term
contract basis, with prices set by-a formula tied to producers' prices in
Carlsbad, New Mexico and Saskatéhewén, Canada. Second, on a significant
nuﬁber of occasionslduring the past year, purchasers of the Israeli material
invoked "meet of release” clauses in their contracts, which required the
importer of‘potassium chloride from Israel to either meet a competitpr's
lowep ppice or release the purchaser from its contract. According to |
iﬁformation submitted by counsel for the Israeli respondent, thg vast majority
of thg'compegitive offers that were met during the past year involved sales of
potassium chloride from Canada. 43/ This clearly implies’that Israel is not
the price leader in the U.S. market. Third, Canadarhas a domingnt market
share in all areas of the United States, and Israeli prices have gither
. réméined the same or increased relative to Canadiaﬁ prices. Fourth, prices in
the Southeast have either remained the same or increased relative to prices in
other areas, evén though non-Canadian imports are concentrated in the
Southeast, and recent consgmption trends have been weaker in the Southeast
thah nationwide. Finally, due to the importancg of tr#nsporiétion costs,
suppliers can have-considerable cost advantages depending oti ?roximity to

customers and availability of water and rail transportation. These factors

43/ Transcript of Hearing at 152; Report at A-33.

12
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lead us to conclude that imports from Israel did not have a suppressive or

depressive effect on potassium chloride prices.

Spain

Imports of potassium chloride from Spain are even less significant, in
any quantitative measure, than imports from Israel. Imports from Spain have
at no time during the period unﬁer_investigation exceeded 1>percent of
domestic consumption. During the mqst recent period, January-June 1984,
imports of potassiu@ chloride from Spain have declined to less than
0.5 percent. Spéﬁish potassium chloride is imported by a single exclusive
importer, and the majority is sold to a single customer. 44/ Although Spanish
potassium chloride undersold the domestic product during most of the periods
for whiéh information is available, with such a small market share, in a
market dominated by imports from Canada, imports from Spain do not have the

abilify to affect the overall market price of potassium chloride.

No threat of material injury

In order to conclude that subsidized "imports constitute a threat of

" material injury to the domestic industry, the Commission must find that the
threat is real and imminent, and not based on a mere possibility that injury

might occur at some remote future date. 45/

44/ This customer informed the Commission that U.S. producers had not
solicited its business during the past two years. Exhibit 11 to Spanish
Respondents Post-Administrative Conference Memorandum. Recent reports
indicate that the importer has ceased to purchase potassium chloride from
Spain. The Journal of Commerce, September 13, 1984,

45/ Alberta Gas Chemicals, Inc. v. United States, 515 F. Supp. 780 (Ct. Int'l
Trade 1981). The Trade and Tariff Act of 1984, H.R. 3398, codifies the "real
and imminent" standard for determinations of threat of material injury.
Section 612(a)(2)(B)(ii). The new Act, which has not yet become law, also
codifies the factors to be considered by the Commission in making threat
determinations. The factors listed are essentially those which the Commission
considers under current practice. Therefore, our analysis of this issue
satisfies the requirements of the new Act.

13
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Although market penetration of imports from both Israel and Spain
increased slightly from 1981 to 1982, market penetration of imports from
Israel decreased thereafter, while market penetration of.imports from Spain
remained steady until the most recent period, which showed a decline in
imports from Spain. Given the recent increasing trend in domestic
consumption, it is not likely that this level of imports will cause injury to
the domestic industryein the near futﬁré. Hofeover, prices in the U.S.
potassium chloride market ralliedlsbmewhat during late 1983 and the interim
1984 period, althougﬁ theyvﬁave nbt reached)their previous levels. Importers'
inventories have not iﬁcreased signifiéantly, thus there is little likelihood
that a significant additional amount of potassium chloride previously imported
from Israel 6r Spain will enter the United States market. Productioﬁ capacity
in both Israe% and Spain has been relatively steady during the period under
investigation, and capacity utilization is high. There is”no indication thatx
either ;ountry intends to divért shipments to the United States in preference
to other markets; the United States; share of shipments from"Iérael has
declined during the period under investigation; while the United States' share
of shipmgnts from Spain is very small, and is projected to decrease in 1984.
Moreover, due in part to the transportation cost factor, it does not appear
likely that imports from either Israel or Spain will expand significantly into
other regions of the United States from their present concentration in the

Eastern and Gulf Coastal states. 46/ We therefore conclude that imports of

46/ As noted above, imports from Israel tended to oversell both the domestic
product and imports from Canada in areas outside the Eastern and Gulf Ceastal
states. No sales of potassium chloride from Spain were reported outside the
Eastern and Gulf Coastal states. In addition, potassium chloride from Spain
is all standard grade, which is apparently less suitable for direct
application fertilizer.
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potassium chloride from Israel and Spain do not constitute a real threat of

imminent material injury to the domestic industry.

15
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Additional Views of Commissioner Eckes

From my standpoint, the record of this investigation contains substantial
evidence connecting subsidized imports from Israel to the material injury
experienced by the domestic industry. 1/

Firét, increases in imports from Israel and the highest levels of those
imports coincide with the period in which the performance of the domestic
industry plunged to large operating deficits, and sharply reduced economic
activity. g/ Iﬁboits from Israel increased dramatically from 450,000 tons in
1981 to 618;000 tons in 1982, almost double the levels imported in 1980.
These imports then declined in 1983 to 549,000 tons, and declined again
slightly for the period January-June 1984, when that six-month period is
compared to the same data for 1983. Importantly, in 1982 at the very time
subsidized Israeli imports were increasing, the domestic industry's
performance turned sharply downward--with U.S. production and consumption
declining ﬁlmost.ZO percent. Domestic shipments declined fhroughout the
‘period 1981 to 1983. Finally, the domestic industry's profitability
deteriorated. Net operating profits for the industry which were in excess of
10 ?ercent in 1981 turned to operating losses in 1982. 1Indeed, half of the
domestic producers reported losses in 1982, and they continued to experience

these losses until qfter the middle of 1983. !

1/ Information referred to in this opinion is contained in the confidential
version of the Commission report; data obtained from other sources are cited
where appropriate.

2/ The period for which Commerce measured benefits in determining the net !0
bounty or grant being provided was April 1, 1982, through March 31, 1983.
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Second, Israel has used subsidized exports to maintain and expand its
market share in the United States. Israeli imports were 4 percent of U.S.
consumption in 1981, rising‘to 5 percent in 1982. As U.S. consuﬁption began
to recover in 1983 to historical levels, Israel maintained its market share.
This continued during 1983 through mid-1984. 3/

Third, inmmy judgment a review of Commission pricing data shows that
Israeli hnderpricing has depressed domestic prices for potassium chloride.
Much of the pricing data is necessarily confidential, but the Commission has
sound data on avéraéé delivered prices reported by purchasers in Eastern and
Gulf Coastal st;tés, where four-fifths of Israeli shipments are sold. &/

These data feveal Israeli underpricing in 7 of the 8 quarters for which
comparisons are possible through the period from 1982 to Jume 1983. Moreover,
these underselling margins are significant--averaging more than

10 peréent for the year 1983. The only overselling occurred during the most
recent quarter, April-June 1984, a period which followed the filing of this
petition.

The ériciné data also show that Israeli prices trended lower than
" domestic prices in 1983, before turning upward late in that year. Finally,
lost sales information indicate that the domestic industry did lose some sales
because of lower priced Israeli imports. The Commission also has information

that price considerations were important to purchasing decisions.

3/ Importers' inventories of the product from Israel in the U.S. increased
markedly from 1982 to 1983, with virtually all of that increase occurring in
the last half of 1983. End-of-period inventories continued at that level
through June 1984.

4/ Delivered prices supplied by purchasers have consistently been relied
upon by the Commission as the most reliable indicator of the impact of imports
on domestic pricing; such prices measure the actual prices reported as paid by
purchasers, as opposed to f.o.b. price data, which provide a measure of net
revenues received by the producers or importers. As such, f.o.b. data aye
generally more useful for signaling price trends only.



18

Thus, it is clear that the volume and penetration trends of imports from
Israel, together with conclusive evidence of underselliné, have caused
material injury to the domestic indusfry. This industry is just beginning to
recover to historical levels of economic ﬁerformance; while the industry was
in its lowest period of decline, these imports increased their share of
consumption and have continued t6 maintain that share as consumption trends
turned‘sharply upward. Without a doﬁst, Canada is an important supplier of
this product and also. a price leader. But,-that is not dispositive of the
question raiséd ﬁefore thi; agency by the statute. Subsidized imports from
Israel have caused injury that "is not inconsequential, immaterial, or
unimportant" to the domestic industry.

Imports from Spain have been historically small, both in terms of volume
and import perietration. During the period covered by this investigation,
imports reached 58,000 tons in 1983, which accounted fér only 1 percent of
U.S. consumption. Virtually all of the imported products from Spain is sold
in the Southeastern region, most of it in Florida to a single customer.
Imports from Spain did undersell the domestic product during 1982 on a
delivered price basis; no comparisons were possible for 1983.: Despite the
evidence of underselling, these imports, in light of the volume trends, are

not a cause of material injury to the domestic industry.

18
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On March 30, 1984, counsel for AMAX Chemical, Inc., and Kerr-McGee
Chemical Corp. filed petitions with the U.S. International Trade Commission
and the U.S. Department of Commerce alleging that an industry in the United
States is materially injured, and is threatened with material injury, by
reason of imports of potassium chloride from Israel and Spain upon which
bounties or grants are alleged to be paid and by reason of imports of
potassium chloride from Israél, Spain, East Germany, and the U.S§.S.R., which
are allegedly being sold at less than fair value (LTFV). Accordingly, the
Commission instituted preliminary countervailing duty and antidumping
investigations under the applicable provisions of the Tariff Act of 1930 to
determine whether there was a reasonable indication that an industry in the
United States was mater1ally injured, or was threatened with material injury,
or the establishment of an industry in the United States was materially
retarded, by reason of imports of such merchandise into the United States. 1/

On May 14, 1984, the Commission determined, 2/ on the basis of
information developed during the course of its preliminary investigations,
that there was a reasonable indication that an industry in the United States
was materially injured by reason of allegedly subsidized imports of potassium
chloride from Israel and Spain and by reason of allegedly LTFV imports of :
potassium chloride from Israel, Spain, East Germany, and the U.S.S.R.
Consequently, the Department of Commerce continued its investigations into the
nature .and extent of the allegedly subsidized and LTFV imports of potassium
chloride from the cited countries.

On June 29, 1984, Commerce issued preliminary affirmative determinations
in its countervailing duty cases involving imports of potassium chloride from
Israel and Spain. Accordingly, the Commission instituted final investigations
under the provisions of the Tariff Act of 1930 to determine whether an
industry in the United States is materially injured, or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of such imports of potassium chloride into the
United States. 3/ Notice of the institution of the Commission's investigations

1/ At the same time the cited petitions were filed, counsel for the
petitioners filed countervailing duty petitions with Commerce concerning
imports of potassium chloride from East Germany and the U.S.8.R. Inasmuch as
these countries are not signatories to the GATT, the Commission was not
required to make injury determinations. Commerce initiated countervailing
duty investigations on potassium chloride from East Germany and the U.S.S.R.,
but subsequently rescinded its investigations and dismissed the petitions
(49 F.R. 23428, June 6, 1984),

2/ Commissioners Stern and Liebeler not participating.

3/ Israel is not a "country under the Agreement" within the meaning of
section 701(b) of the Tariff Act of 1930 (the Act); therefore, section 303 of
the Act applles_to the investigation concerning imports of potassium chloride
from that country. Inasmuch as such merchandise enters the United States
duty-free and the international obligations of the United States so require,

an injury determination must be made by the Commission. Al
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and of a public hearing to be held in connection therewith was given by posting
copiea of the notjco in the Office of Lhe nocretary, U S. International Trade

Reglster of July 25, 1984 (49 F.R. 30025). The hearlng was held in

Washington, DC, on September 18, 1984. 1/

Commerce published its final affirmative subsidy determinations concerning
potassium chloride from Israel and Spain in the Federal Register of September
14 and 17, 1984, respectively. 2/ The Commission's briefing and votes in
these investigations were held on October 22, 1984. The Commission is
scheduled to notify Commerce of its final determinations by October 29, 1984,

-

On September 12, 1984, Commerce published in the Federal Register (49
F.R. 35845) its preliminary determinations that potassium chloride from East
Germany, Spain, and the U.S5.8.R. is being, or is likely to be, sold in the
United States at LTFV. At the same time, Commerce preliminarily determined
that potassium chloride from Israel is not being, nor is it likely to be, sold
in the United States at LTFV. 3/ Commerce is scheduled to make its final
antidumping determinations by November 20, 1984,

The information contained in this report was derived both from data
gathered during the Commission's preliminary countervailing and antidumping
investigations and from questionnaires returned during these final counter-
vailing duty invostigaticns by U.S. producers, importers, and purchasers.
Certain data concerning potassium chloride imported from East Germany and the
‘U.5.8.R. are also included in thls report. 4/

Other Investigations Concerning Potassium Chloride

In November 1969, the Commission determined that an industry in the
United States was being injured by reason.of imports of potassium chloride
from Canada that were being or were likely to be sold at LTFV. The Department
of the Treasury publlshed a finding of dumping in the Federal Register of
December 19, 1969. By 1981, all Canadian producers and exporters, except

1/ A copy of the Commission's notice of investigation and a list of
witnesses appearing at the hearing are presented in app. A.

2/ Copies of Commerce's final determinations are presented in app. B.

3/ In its preliminary determinations, Commerce found weighted-average LTFV
margins of 112.17 percent on imports from East Gormany, 43,65 percent on
imports from Spain, ‘and 187.03 percent on imports from the U.S.S.R. The
weighted-—average margin on sales of potassium chloride from Israel was
0.08 percent; which was deemed to be de minimis by Commerce. The period
investigated by Commerce in all its antldumplng 1nvest1gat10ns was Oct. 1,
1983, through Mar. 31, 1984,

4/ Petitioners urged the Commission to cumulate the market shares of Israel,
Spain, East Germany, and the U.§.S§.R. in all statistical analyses. (See post-
hearing brief of petitioners, Sept. 26, 1984, p. 4 ) Information on potassium
chloride operations in East Germany and the U.S.5.R. and the channels of
distribution used in marketing such merchandlse in the United States were

presented in the preliminary investigations, A2
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Texasqulf, Inc., had been excluded by Treasury from the dumping finding.

These companies were excluded from the dumping finding after Treasury
determined that sales of these firms had not been at LTFV and it received
assurances from each firm that future sales of potassium chloride to the
United States would not be made at LTFV. In April 1981, pursuant to a
petition filed by Texasgulf, the Commission determined that an industry in the
United States would not be materially injured, or threatened with material
injury, by reason of imports of potassium chloride from Canada, if the dumping
order were to be modified or revoked. 1/ Accordingly, in June 1981, Commerce
published a notice in the Federal Register revoking the dumping order. The
revocation of the dumping order, however, does not affect the assurances that
had been" given by the Canadian producers not to sell potassium chloride for
export to the United States at LTFV.

The Product

Description and uses

Potassium chloride (KCl), also known as muriate of potash, is the chief
source of potassium fertilizer applied to fields in the United States.
Approximately 94 percent of the potassium chloride consumed in the United
States is used in fertilizer; the rest is used to make chemical compounds
essential to the manufacture of glass, matches, soaps, medicines, detergents,
insecticides, chinaware, solid rocket fuel, and animal feed.

Potash refers to a number of potassium salts used as fertilizers.
Potassium chloride, the product under investigation, accounts for
approximately 97 percent of all potash fertilizers consumed in the United
States and worldwide. For chloride~sensitive crops, a sulfate of potash
(either potassium sulfate or potassium magnesium sulfate) is used.

Potassium is one of the three key chemical elements essential for plant
growth; the other two are nitrogen and phosphorus. Potassium aids in the ‘
. synthesis of starch and sugar, stiffens straw in cereal grains, promotes root
growth, and enables the plant to better withstand disease and adverse
conditions of climate. About 85 percent of the potassium applied to fields in
the United States is in the form of potash; the remainder of the potassium
nutrient added to the soil is in the form of cereal straw and manure.

Potassium chloride is produced in a number of grades. The major grades
and their uses are shown in table 1.

The granular, coarse, and standard grades are approximately 95 percent
pure and may contain a minute amount of iron, which gives the product a pink
tint. These grades, which differ from one another only in particle size, are
suitable for blending with other solid fertilizers for application to the
fields. To insure a homogeneous mixture of solid fertilizer, particles of
nearly equal sizes must be blended together. These three grades are not used
in liquid fertilizers because the trace of iron-bearing clay in the product
tends to clog the farm machinery used to spray the fields. However, a fourth

1/ Potassium Chloride From Canada: Determination of the Commission in
Investigation No. 751-TA~3 . . ., USITC Publication 1137, ﬂpril 1981. .

A-3
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Table 1.—Potassium chloride: U.S. consumption, 1/
by uses and by grades, 1983

(In percent)

Grade . Agricultural use = Industrial use Total
Granu Larr o - 30.1 - 30.1
CORNG @ - 47.2 - 47.2
Standard 2/ - 7.8 3.8 : 11.5
S0 1ub @ . 8.9 2.2 11.1
Tota ] e} 94.0 6.0 : 100.0

1/ Data are for U.S. and Canadian producers' shipments, which accounted for
92 percent of U.S. consumption in 1983,

2/ Includes .chemical grade. Industrial use of chemical grade accounted for
about 1.8 percent of U.S. potassium chloride consumption in 1979,

Source: Derived from statistics published by the Potash & Phosphate
Institute.

Note.-—Because of rounding, figures may not add to the totals shown.

grade, the soluble grade, is approximately 98 percent pure, contains less iron-
bearing clays, and is consequently suitable for use in liquid fertilizer. The
chemical grade of potassium chloride is even more highly refined; it is used

in the manufacture of chemicals for use primarily in the chemical and ceramic
industries. 1In addition, small quantities of standard and soluble grades of
potassium chloride are used for other industrial purposes, ‘

Importers of potassium chloride from Israel, East Germany, and the
U.S.S5.R. sell standard and granular grades of potassium chloride in the United
States; potassium chloride from Spain is all of the standard grade. The
U.S.—produced grades are identical to the imported grades under investigation.

The industry usually expresses the potassium content of potassium
chloride in terms of K,0 (potassium oxide). Commercial potassium chloride

is generally about 60 percent Ko0. Thus, 1,000 short tons of potassium
chloride product is the equivalent of 600 short tons K,0. 1In this report,

in order to estimate quantities of potassium chloride, data originally
expressed -in terms of K,0 content have been divided by 0.6.

Production process

Most potassium chloride in the United States exists in underground
deposits; 85 percent is exploited by conventional shaft-mining techniques.
Solution mining, another method of extracting potassium chloride from bedded
deposits, is especially suited to deposits that are 4,000 feet or more
underground or that are too irregular to permit economical shaft mining. In
this method, water is injected through wells into the deposit to dissolve the
salts, and the resulting brine solution containing potassium chloride is A-4
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withdrawn from nearby wells. One mine owned by Texasgulf in Utah is operated
through this techn1que, 1t accounted For *%% percent of U,S. productlon in
1983,

A third production method, extraction from surface and subsurface brines,
is used in the United States at the BonnevilleAsalt.flats‘invutah and in
Searles Lake in California. The two mines owned by Kaiser and Kerr-McGee that
produce potassium chloride by this method accounted for *¥% percent of U.S.
production in 1983, -

After recovery, all ore is processed, into marketable grades of potassium
chloride at minesite. The process involves several steps, which may include
evaporation of brines, flotation, and solution and crystalllzatlon The
product 'is dried and sized and is then ready" for sale ' F1gure 1 illustrates a
typical production process

U.S. tariff treatmenf

Imports of potassium chloride are classified under item 480.50 of the
Tariff Schedules of the United States. These imports have been free of duty
~since 1930. ) ¥

Nature and Extent of the Subsidies

The - Department of Commerce publlshed its final countervaxlxng duty
determinations concerning: potassium chloride from Israel and Spain in the
Federal Register of September 14, 1984 (Israel), and September 17, 1984
(Spain), respectively. The programs that were found to confer countervailable
benefits to manufacturers, producers, or exporters of potassium chloride in
those countries are discussed in the following sections.

Israel

The net bounty or grant being provided to manufacturers, producers, or
exporters of potassium chloride in Israel was 3.64 percent ad valorem. The
only known Istraeli producer of potassium chloride is the Dead Sea Works, Ltd.

The period for which Commerce measured benef1ts was April 1, 1982, through
March 31, 1983,

Commerce determined that the following programs confer benefits which
constitute bounties or grants within the meaning of section 303 of the Tariff
Act of 1930: Investment grants under the Encouragement of Capital Investment
Law 5719-1959 (ECIL); and export credit funds. The stated purposes of the
ECIL are to attract capital to Israel in order to develop its productive
capacity, improve its balance of payments, absorb immigration, and offset the
economic disadvantages in Israel's development areas. Investment grants are
given as a share of the investment; the share varies according to the location
of a project. Because ECIL investment grants are limited to companies located

“in specific regions, Commerce determined that grants bhenefiting the production
of potassium chloride of the grades marketable by the Dead Sea Works in the
United States confer countervailable bounties or grants (in the amount gf 1.18
percent ad valorem). )



Figure 1.

--Flow chart of the potassium chloride production process.
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During the period of Commerce's review, the Bank of Israel provided
short—-term financing to the Dead Sea Works through three export credit funds:
the Export Production Fund (for working capital loans); the Export Shipments
Fund (for accounts receivable); and the Imports-for-Exports Fund (to finance
imported materials used for export production). The net countervailable
benefits of these three funds were 1.966 percent, 0.41 percent, and 0.083
percent ad valorem, respectively.

........ 4

The net subsidy being provided to manufacturers, producers, or exporters
of potassium chloride in Spain was 7.88 percent ad valorem on exports prior to
July 11, 1984, and 6.90 percent ad valorem on exports on or after July 11,
1984. The only known firm in Spain that produces potassium chloride for
export to the United States is Minas de Potasa de Suria, S.A. 1/ The period
for which Commerce measured benefits was calendar year 1983,

Commerce determined that the following programs confer benefits which
constitute subsidies within the meaning of section 701 of the Tariff Act of
1930: Short-term preferential loans (provided under the Privileged Circuit
Exporter Credits Program as working capital loans and export credits); and
"excessive" rebatés of indirect taxes on exports under the Desgravacion Fiscal
a la Exportacion (DFE).

During the period of Commerce's review, it found that the Spanish
producer/exporter of potassium chloride benefited from working capital loans
and short—term export credit programs in the net countervailable amounts of
0.48 percent and 1.56 percent ad valorem, respectively. The OFE rebate
conferred an ad valorem subsidy of 5.84 percent on exports prior to July 11,
1984, and 4.86 percent on exports on or after July 11, 1984..

U.S. Producers

The names and production locations of each of the eight U.S. firms that
have produced potassium chloride in recent years are presented in table 2.
There are six production sites in Mew Mexico, two in Utah, and one in
California. New Mexico accounted for 85 percent of U.S. production in 1983,

Three of the eight firms listed in table 2 ceased production of potassium
chloride in the United States during 1982 or 1983. In its form 10-K for 1982
filed with the Securities and Exchange Commission,

Freeport-McMoRan Inc. stated-

In February 1982 National Potash Company ("National") a
wholly owned subsidiary, ceased mining potassium ores at
its properties located near Carlsbad, New Mexico, as a
result of increased costs of production, adverse marketing
conditions and greater foreign competition, particularly
from mines located in Saskatchewan, Canada.

1/ Two other firms also produce potassium chloride in Spain.
‘ A-7



Table 2.--Potassium chloride: U.S. producers' plant locations, types of operations, years
production began, shares of 1983 U.S. production, and parent firms 1/

: - : Year T Share of ¢ -»
Firm and location :Type of operation : production s 1983 U.S. : Parent
3 H began ; _production
: : H Percent
Kerr=McGee Chemical Corp.: : : : ¢ Kerr-McGee Corp.
Carlsbad, NM, : Shaft mine. : 1965 : L
Trona, CA. : Brine wells . A 1917 L1 ]
AMAX Chemical Corp., : Shaft mine B 1952 *%% ;. AMAX, Inc.
Carlsbad, NM. H H : :
Potash Co. of America, : -do : 1934 &% : Ideal Basic
Carlsbad, NM. : H H ¢ Industries,
. : : : : Inc.
National Potash Co., : ~do : 2/ 1957 : ®&%  : Freeport McMoRan Inc.
Carlebad, NM. H [ 3 ]
: : : H
Mississippi Chemical Corp., : ~do : 3/ 1931 LLL I
Carlsbad, NM. H H : :
: : H :
Texasgulf Chemicals Co., : Solution mine : 1964 ##%  : Societe Nationale Elf
Moab, UT. : ' : : : Aquitaine
: : : :
International Minerals & ¢ Shaft mine H 1940 : L LI
Chemical Corp..; H : : :
Carlsbad, NM. : H H H
. Kaiser Aluminum & Chemical : Near-surface : 5/ 1933 %%t : EKaiser Industries
Corp., Wendover, UT. : brines. H : H Corp.

1/ 1 mine owned by Duval Corp:, which opened in i931, closed in May 1978 because of exhausted reserves.
2] 1 mine closed in 1970 because of exhausted reserves and the other closed in February 1982 because of

market conditions.

3/ Mine closed in January 1983 because of market conditioms.
4/ wax,

}] Operations ceased in October 1983 because of flooding.

Source: Compiled from information obtained in response to questionnaires of the U.S. International

Trade Commission and the U.S. Bureau of Mines.
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In January 1983, Mississippi Chemical closed its Carlshad, NM, plant. In
a letter received by the Commission, the company stated-—

Kaiser closed its Utah operations in October 1983 because of flooding in
the brine collection areas. Kaiser ¥¥%, The three firms that are closed
accounted for ¥*¥ percent of U.8. capacity to produce potassium chloride in
1983,

The Potash Co. of America and Internatlonal Minerals & Chemical Corp. own
three potassium chlorlde mines in Saskatchewan, Canada. These mines, .
according to the Tennessee Valley Authority, have a total rated annual
capacity of 6.2 million short tons KCl. In addition, the Potash Co. of
‘America, on January 1, 1984, opened a mine in New Brunswick, Canada. The New
Brunswick mine, constructed at a cost of $185 million, will have the capacity
to produce 700,000 short tons of potassium chloride by yearend 1984. The new
mine is favorably located to sell the product to the New England, Atlantic,
and Gulf Coast States. Texasgulf ¥¥¥, Denison Potocan Potash Co. is also
excavating in New Brunswick, Canada, with production scheduled for 1985.

Potassium chloride is generally shipped by the producers in bulk (train-
carload, barge; or truckload) to farmers' cooperatives, bulk blenders, and .
other fertilizer companies. These companies have extensive fertilizer outlets
that sell the product to distributors and directly to farmers. Three U.S,
producers of potassium chloride, International Minerals & Chemical, M1331331ppi
Chemical, and Kaiser, are also large u.s. fertilizer producers and
distributors.

B

The Foreign Producers

Israel

The Dead Sea Works is the sole producer and exporter of potassium
chloride in Israel. The firm extracts potassium chloride from evaporation
ponds located near the Dead Sea. .

Israel's capacity to produce potassium chloride ¥¥% from ¥¥¥% short
tons KCl in 1981 to an estimated XX¥ short tons in 1984, or by ¥¥¥ percent
(table 3). During the period, Israel's production ¥¥X by ¥¥¥ percent, from
X¥¥ short tons KCl in 1981 to a projected ¥¥X short tons in 1984. About ¥¥*
percent of Israel's productive capacity was utilized during 1981-83.

Israel's domestic demand for fertilizer is low, accounting for only ¥X¥
percent of the Dead Sea Works' potassium chloride shipments during 1981-84.
The United States is Israel's ¥¥% market, accounting for an average of N¥%
percent of total shipments during 1981-84, B

A9
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" Table 3.-—Potassium chloride: Israel's production, capacity,
and shipments, 1981-83 actual, and 1984 projected

Item “ 1981 1982 © 1983 1984
Production-—1,000 short tons KCl——: L 2 L s L WA
Capacity do : WA £33 AN . WK
Capacity utilization - -percent-—: L L LG XK KKK
Shipments to: : : : .

Israel<1,000 short tons KCl-: L AR ozl Ak
United States o [o Lt L L XK
Europe do : L L L L
fsia do : L L L L e
Africa do : L s A K W
South Ameérica-— do : 20 L3 NN WM
Oceania-— i do : N L N HHH

N N

Total s R [¢) : L L

Shipments to the United States : :
as a share of total shipments : : : :
percent---: Ly Lt L L L

1/ Less than 500 short tons.

Source: Compiled from data submitted by counsel for the Dead Sea Works.

Spain

The three Spanish producers of potassium chloride, Minas de Potasa de
Suria, S.A. (Suria); Union Explosivos Rio Tinto, §.A.; and Potasas de Navarra,
S.A., operate four mines. Only one producer, Suria, exports potassium

. chloride to the United States.

Spanish capacity to produce potassium chloride XX from ¥¥¥ short tons
KCl in 1981 to X%¥ short tons in 1983, but it is projected to ¥¥¥ in 1984
(table 4). The Spanish potassium chloride operations ran at virtually full
capacity during the period.

~ Shipments to the home market accounted for almost ¥ of total Spanish
shipments of potassium chloride during 1981-84., Export shipments to the
United States accounted for ¥¥% percent of total shipments during 1981--84.

The Importers
Israel
H.J. Baker & Bro., Inc., is the U.S. sales representative of the Dead Sea

Works. The company negotiates the contracts between the Dead Sea Works and
its ¥%% customers in the United States. It acts ¥,
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Table 4.—Potassium chloride: Spain's production, capacity,
and shipments, 1981-83 actual, and 1984 projected

Item © 1981 0 1982 | 1983 | 1984
Praoduction-—1,000 short tons KCl-—: L s Lz L T WK
Capacity do : x¥K X¥K AKX MK
Capacity utilization-eme -paercent—: Lt XK AKK XXX
Shipments to: : : : :

Spain-em—1,000 short tons KCl—-: LG wXX WA KUK
United States do-: : L XAK AR R
Western Europe do i3 L2 L 2 Ly KWK
Latin America do : L XX K KHK
Far East do . L33 KK KX £33,
Africa e do : XHx XWX N el

Total-—- e do : Lt *HK XX AN
Shipments to the United States :
as a share of total shipments : : : :
percent-—: NN . MR .3 WX

Source: Compiled from data submitted by counsel for Comercial de Potasa,
S.A. ‘

NoteimwBecause of rounding, figures may not add to the totals shown.

The Dead Sea Works XXX,

Fach customer XX,

- Spain
Potash Import & Chemical Corp., a subsidiary of a Swiss firm, is the sole

U.s. importer of potassium chloride from Spain. The company had ¥¥¥ customers
in 1981-83—-Independent Ag., Inc., in Fort Pierce, FL, and %*X¥,

Importers' inventories

U.S. importers of potassium chloride from Israel, Spain, East Germany, and
the U.8.5.R. hold the product in inventory in warehouses in the Southeast and
Midwest. H.J. Baker, the importer of the product from Israel, operates ¥¥%
warehouses located in the Southeast. All of the H.J. Baker warehouses ¥¥¥,
Potash Import & Chemical Corp., the importer of the Spanish product, ¥¥X,
Information concerning the quantities of imported potassium chloride held in
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Table 5.—Potassium chloride: Importers' end-of-period inventories and

shipments of the product imported from Israel, Spain, East Germany, and the

U.5.8.R., 1981-83, January-June 1983, and January-June 1984

January--June--

Origin © 1981  © 1982 ' 1983 ,
' ' ' 1983 © 1984

Inventory (1,000 short tons KC1)

Israel : : XK . KN *HK HH

_ ANK
Spain . XX L3, L.3,3 .0 L3, N
E ast G(__xr‘man y JESRR———— KW : .5 5.3 . 3.5, B »1 / ' -1- /
U.5.9.R : : NN UK WK 1/ : 1/
Shipments (1,000 short tons KC1)
Israel , IRV XK AR Xk HHH
Spa in : L3, AWK XK E.% .3 WK
East Ge PMMAPYY o - HXHK - .33 KX }__ / : }./
U.8.S.R : *HK AR LA 1/ : 1/
As a share of shipments (percent)
Kl ; : : T - : )
Israel - LU XHH L PR VAR 2/ WK
Spain-- : LI LR L L WK 2/ KWK 2/ ¥xK
East Ge ‘-umany ................................... . HXHK : NN : RHeH . l/ B ..l/
U.5.5.R : L L *H¥ 1/ : 1/

1/ Not available.
2/ Annualized.

Source: Compiled from data submitted in response to questionnaires of the
‘U.8. International Trade Commission. :

World Potash Reserves and Production Capacity

Potash reserves are located in only 16 countries. According to the
Bureau of Mines, Canada and the U.S.S.R. possess the largest potash reserves
in the world, accounting for 74 percent and 16 percent of all reserves,
respectively (table 6). ‘East Germany and Spain account for 4.2 percent and
0.3 percent, respectively, of all reserves. Reserves in the United States
account for only 0.5 percent of worldwide reserves. The Bureau of Mines has
no estimate for reserves in Israel.

In 1984, according to the Tennessee Valley Authority;'the countries with

the largest capacities to produce potash were the U.§.S.R., accounting for 3
percent of total capacity; Canada, with 26 percent; East Germany, with 10

4

percent; and West Germany, with 9 percent. The United States, with the fifth

largest capacity, accounts for 6 percent of total capacity. Israel and Spai

n
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Table 6.—Potash: World reserves and capacity, by countries, 1984

Reserves : Capacity
Country , Share of ' L Share of
: Quantity : quantity : Quantlty I quantity
:Million short : : Million short:

tons KC1 Percent : tons KC1 : Percent
U.S. S Remmmmmmsmmmeee 5,511 : 15.8 : 21 - 33.%
Canada A 25,721 . . . 73.7 16 : 26.1
East Germany-—m ! 1,470 : . 4.2 6 : 10.1
West Germany-—- e | 919 : 2.6 : -6 8.8
United ‘Statesg-——mmwm © 184 0.5 4 6.5
France HER 92 .3 4 6.3
Israel g 1/ : - 2 2.9
Spain : 110 : .3 1 1.8
Other : 900 : 2.6 : 3 4.0
Tota L : 34,906 : , 100.0 : 63 : 100.0

1/ No éstimate from the Bureau of Mines is available.

Source: Reserves data, the Bureau of Mines; capacity data, the Tennessee
Valley Authority .
A

Note.-—Because of rounding, figures may not add to the totals shown.

account for 3 peicent and 2 percent of worldwide capacity, respectively.
According to the Tennessee Valley Authority, world capacity to produce
potassium chloride will increase by 3.6 percent from 1984 to 1985.

The U.S. Market

U.S. consumption of potassium chloride fell from a record 12.1 million
short tons in 1979 to 8.4 million short tons in 1982, representing a decrease
of 31 percent. Consumption then increased to 10.2 million short tons in 1983,
as shown in the following tabulation (in thousands of short tons KCl):

Quantity

1979 12,133
1980 : 10,862
1981 - 10,292
1982 8,358
1983 10,218
January-June--— :

1983 4,973

1984 - 5,808
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Canada is the largest supplier of potassium chloride in the U.S. market,
accounting for about 74 percent of total U.S. consumption during 1981--83. The
Canadian share of the U.S. market is expected to increase as U.S. demand
increases and its reserves are depleted. '

U.S. consumption of potassium chloride is dependent upon the demand for
fertilizer. 1In 1982, such demand was depressed by weak farm conditions. In
1983, demand was reduced by Government--sponsored acreage reduction, paid
diversion, and the Payment-In-Kind (PIK) programs. Nearly 800 million acres,
40 percent of total U.S. farmland, were idled during the year.

During times when the cash receipts of farmers are low, they may reduce
costs by decreasing their fertilizer purchases. Thus, purchases of potassium
chloride, which may be retained in the soil for 2 to 3 years after application,
are frequently decreased. However, in the long run, application of potassium
chloride must be resumed to maintain the quantity and quality of the crops.

The Bureau of Mines and FERTECON, an independent British fertilizer
research organization, have developed projections for future U.S. consumption
of potassium chloride. Their projections, which are nearly the same, forecast
U.S. consumption to grow 29 percent and 25 percent, respectively, from 1981 to
1990. 1/

Eight midwestern farming States account for about 62 percent of U.S.
consumption of potassium chloride, as shown in the following tabulation (in
percent): :

Share of
State consumption
Illinois- : 15
" Towa: - - 10
Indiana 8
Ohio 8
Minnesota- 7
Wisconsin : 5
Missouri : : : - 5
Michigan 4
Total 62

Consideration of Materjal Injury

The information presented in this section of the report was obtained from
data published by the Potash & Phosphate Institute and from responses to
questionnaires of the Commission in connection with these investigations and
its 1981 investigation on potassium chloride from Canada (NMo. 751-TA-3). All
U.S. producers completed the guestionnaire in the investigations. All firms,
axcept XXX, were able to complete all sections of the questionnaire. ¥X¥,
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XXX U, 8. producers, XXX, are purchasers of potassium chloride imported
from Israel. If data concerning these %% producers, which accounted for *X*
percent of U.5. production during 1981-83, were excluded from information
presented in this section, the overall trends would remain the same.

U.S. capacity, production, and shipments

Data on U.S. producers' productive capacity are presented in table 7.
U.S. capacity to produce potassium chloride decreased from 3,837 short tons
KC1 in 1980 to %X short tons in 1983, or by *¥X percent. This decrease in
capacity ‘does not take into account-the closing of the Kaiser, Mississippi
Chemical, and National Potash Co. facilities in 1982 and 1983. As of early
October 1984, these plants had been closed 11 months, 20 months, and 32
months, respectively. These idled plants accounted for ¥¥X percent of total
U.8. productive capacity in 1983.

Table 7.-—Potassium chloride: U.S5. production capacity, production, and
capacity utilization, 1976-83, January-June 1983, and January-June 1984

) : . : i " Capacity
Period : Capacity : Production utilization

[JS—— -1 ’000 short tons KCL--mm . Egrgﬁp‘z
1976 : : 3,495 : 3,363 : 96
1977 : : 3,503 : 3,248 : 93
1978 : 3,657 : 3,485 95
1979 : 3,688 : 3,438 93
1980~ : 1/ 3,837 : 1/ 3,460 : 90
1981 : : XXX ¥R 92
1982 : . R L L XK 80
1983 : Lkt WX . 59

January-June-- : : : '

1983 : LR L 65

1984 : L L2 71

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

Note.—Production data collected by the U.5. International Trade Commission
may vary from data collected from other sources because the Commission adjusted
some of the data that were reported by fiscal rather than by calendar year.

Tdeally, U.8. producers operate their potassium chloride facilities 24
hours a day, 7 days a week, with the plants closing only for ordinary
maintenance work. Thus, the nine U.S. facilities could theoretically operate
a maximum of 3,285 days a year. In 1981, the plants were closed *¥¥ days for
ordinary maintenance. In 1983, U.S. producers closed their potassium chloride
operations a total of X% days, up from XXX days in 1981. Of the total number
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of days closed in 1983, U.S. producers reported that they closed their plants
¥¥¥% days because of inventory buildups. Mississippi Chemical and National
Potash Co., each of which was closed for most of 1983, accounted for X*¥X¥ of
the days closed in that year.

If a potash mine is closed for several months, the roofs in the
underground mining areas subside. According to the Bureau of Mines, the
remaining economic ore reserve in the mine, as a consequence, "may be lost
forever . . . and the remaining reserves will not support the startup cost and
any capital investment" necessary to reopen the mine. In addition, according
to the petitioner, the surface equipment in a bheneficiation plant that is not
in use deteriorates rapidly. Thus, according to the petitioner, it is also
uneconomical to repair such a plant which has been closed for a long time.

U.S. producers' production capacity will continue to decrease as the
potash reserves are exhausted. According to the Bureau of Mines, the reserves
held by the Potash Co. of America and Texasgulf may be depleted in the early
1990's. Reserves held by AMAX may be depleted by the year 2000. The other
producers, according to the Bureau of Mines, "appear to have sufficient
reserves to operate past the year 2000."

Data on U.S. production and shipments of potassium chloride are presented
in table 8. U.S. production of potassium chloride decreased steadily from 3.4
million short tons KCl in 1980 to 2.1 million short tons in 1983, representing
a decrease of '39 percent. With the decrease in production, utilization of
U.S. producers' potassium chloride facilities decreased from more than 90
percent.in 1976-81 to 59 percent during 1983 (table 7).

_ U.S. producers' shipments followed the same trend as production,

decreasing by 33 percent from 1980 to 1983. U.S. producers' domestic
shipments fell from 2.0 million short tons KCl1 in 1980 to 1.7 million short
tons in 1983, or by 14 percent. U.S. producers' export shipments fell by 63
percent during the period.

According to the Bureau of Mines, the United States enjoys a freight
advantage over Canada in the overseas potassium chloride markets. A
significant share of U.S.-produced potassium chloride is exported from west
coast and qulf coast ports to Central and South America, New Zealand, and
Japan, as shown in the following tabulation:

U.S. exports as a share of sales

' (percent)

1976 ‘ 38
1877 : 41
1978 37
1979 28
1980 39
1981 : 28
1982 30
1983 : 4 : 21
January-Jung-- A-16

1983 21

1984 25
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Table 8.~—Potassium chloride: U.S. production, producers' shipments, and
apparent consumption, 1962--83, January--June 1983, and January-June 1984

i u.s. - i Producers' shipments f Apparenti D?TQSt}C
Period : pro— - = ' . ©consump— :dsﬁ;r:sof
: duction : Domestic : Export : Total : tion . consumption

1,000 short tons KCI : Percent
KN ; KK ; CONRH ; W ; . HNH ; ‘ HHH
HHK . K o NNK AR HHK HHN
wXKX - XWX . AL L WX . b ‘ ¥
XN HHH HHK FIETE KWK KWK
KRN HHH HHH E3TE HAHR . "y
WA NN AN . HNR HHN - AN
MK WK WX AN XH¥ KHH
NN NN HAA HNH - HHW HUHN
AH® KKK LS KRR HHK HHH
L3, H¥¥ . k3.3 HRK HEK L.3.3.3
HRA NN HHK . XN WHN HHH
HH¥ . N . KrK . i30S W . L
3,617 : 2,545 1,058 : 3,603 : 9,690 : 26
43,572 1,837 : 1,110 : 2,947 . 7,968 23,
3,418 2,173 1,348 3,521': 9,648 23
3,365 : 2,090 : 1,432 . 3,521 : 10,295 20
3,408 . 2,185 1,272 . 3,457 10,8383 20
3,363 2,615 : 995 . 3,610 : 12,133 22
3,375 2,017 : 1,292 ¢ . 3,308 : 10,862 : 19
3,231 : 2,063 : 786 2,848 : 10,292 20
2,710 : 1,875 : 808 2,683 8,358 22
2,072 1,742 477 2,218 10,218 : 17

Jan.-June-—— : : : : :

198 B 1,090 : 895 236 1,131 ¢ 4,973 . 18

1984 s o} 1,196 958 323 1,281 : 5,808 : 17

Source: Data for 1962-73, Stanford Research Institute; data since 1973, the
Potash & Phosphate Institute. ‘

Note.—Because of rounding, figures may not add to the totals shown.

About 75 percent of the decrease in U.S. producers' total shipments from 1980
to 1983 can be attributed to the decrease in export shipments. Economic
problems in Brazil, a large importer of potassium chloride, and decreased
worldwide demand for potassium chloride contributed to the decline in U.S.
producers' offshore sales.
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U.8. producers' inventories

Sales of potassium chloride are seasonal and producers build up
inventories in order to have adequate supplies available during the spring and
fall. Data on U.S. producers' yearend inventories of potassium chloride are
presented in table 9. These inventories increased sharply from 342,000 short
tons KCl1 in 1980 to 753,000 short tons in 1982, and then decreased to 530,000
shart tons by yearend 1983. U.S. producers were able to obtain these
reductions in inventories by cutting back on production. Inventories as a
share of total annual shipments increased from 10 percent in 1980 to 26
percent in 1981 and remained at roughly that level through 1983.

Table 9.--Potassium chloride: U.S. producers' end-of-period inventories,
as of Dec. 31 of 1976-83, June 30, 1983, and June 30, 1984

Ratio of inventories to U.S.

Date . . ' ‘ Quantity . .
: v : producers' shipments
1,000 short tons KCI : Percent
December 31-- : :
1976 : 738 21.0
1977 : 720 20.4
1978 : 618 17.9
1979 : 325 . 9.0
1980-- : 342 10.3
1981 : : 738 25.9
1982 : 753 28.1
1983 : 530 23.9
June 30~ : :
1983 ST— 631 1/ 27.9
1/ 14.2

1984 : > : o . 363

1/ Annualized.

Source: Potash & Phosphate Institute.

Prior to 1979, virtually all U.S8. producers' potassium chloride
inventories were held at minesite. Since then, U.S. producers have opened 11
warehouses throughout the United States. These warehouses permit more timely
delivery to the customer. No data on U.$. producers' offsite warehouse
inventories are available prior to 1984. On February 29, 1984, 179,000 short
tons KCl, or 15 percent of U.S. producers' total inventories, were held in
offsite warehouses. In comparison, Canadian producers held 1.2 million short
tons KC1, or 50 percent of their total stocks, in offsite warehouses located
primarily in the United States.

Information concerning plant closures due to inventory buildup was
included in the section on capacity. U.S. producers, however, have also opted
to let their inventories increase in the short term rather than to close their
plants and incur the costs associated with shutdowns. -
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Employment and wages

The average number of workers engaged in the production of potassium
chloride in the United States decreased steadily from 1,961 in 1981 to 1,224
in 1983, or by 38 percent (table 10). Hours worked by and wages and total
compensation paid to such employees followed similar trends. Workers engaged
in the production of potassium chloride are largely union members; their
average hourly wages increased from $10.97 in 1981 to $13.36 during 1983,

Labor productivity, as measured by output per worker hour, increased
irregularly from 0.793 ton per hour worked in 1981 to 0.839 ton per hour
worked if 1983. Unit labor costs also increased during the period, from
$15.40 per ton in 1981 to $18.75 per ton in 1983, or by 22 percent.

Financial experience of U.S. producers
Eight produacers, accounting for virtually all U.S. production of

both their overall establishment operations and their operations producing
potassium chloride alone. Six of these firms provided data for the interim
periods ending June 30, 1983, and June 30, 1984. In the aggregate, U.§.
produceis experienced declining sales and increasing losses from their
potassium chloride operations during 1982 and 1983. However, net sales were
up during interim 1984, and the industry operated profitably during that
period.

Overall establishment operations.-—The income-and-loss experience of
eight U.5. producers on the overall operations of their establishments within
which potassium chloride is produced is shown in table 11 for 198183, interim
1983, and interim 1984. Net sales declined annually from $358 million to $237
million, or by 34 percent, during 1981-83. Net sales rose to $101 million
during interim 1984, up 17 percent from the $86 million in net sales reported
. for the corresponding period of 1983. The eight producers earned an aggregate
operating income of $49 million, or 13.7 percent of net sales, during 1981,
but sustained operating losses of $2.9 million, or 1.1 percent of net sales,
and $7.1 million, or 3.0 percent of net sales, in 1982 and 1983, respectively.
The six reporting producers earned an operating income of $11.8 million, or
11.6 percent of net sales, during interim 1984, compared with an operating
loss of $8.1 million, or 9.4 percent of net sales, during the corresponding
period of 1983,

Potassium chloride operations.—The income-and-loss experience of the
eight U.S8. producers on their operations producing potassium chloride is shown
in table 12. Net sales declined annually from $219 million to $130 million,
or by 41 percent, during 1981-83., Net sales were $77 million during interim
1984, up 29 percent from the $60 million in net sales reported for the corres-
ponding period of 1983, The eight producers earned an aggregate operalting
income of $32 million, or 14.5 percent of net sales, in 1981. In 1982 and
1983, they sustained operating losses of $13 million, or 8.2 percent of net
sales, and $24 million, or 18.4 percent of net sales, respectively. The six
reporting producers earned an operating income of $4 million, or 5.8 percent
of net sales, during interim 1984, compared with an operating loss of $10
million, or 16.6 percent of net sales, during the corresponding period Af191983.
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Table 10.-Potassium chloride: Employment and wage data for production and
related workers, 1981-83, January-—June 1983, and January-June 1984

January--June--

Item 71981 1982 1983 ,
' ; ' 1983 ° 1984

Average employment of
production and related

workers: - : Lo ; : : :
Number : 1,961 : 1,721 1,224 : 1,271 1,239
Percentage changa - 1/ o =12.2 ~28.9 1/ : -2.5

Hours paid for production
and related workers: 2/ : . : : :
NUmMb @ e e -thousand s 4,195 3,515 : 2,482 1,265 : 1,256
Percentage change@- - 1/ : -16.2 : -29.4 1/ : -0.7
Wages paid to production : : o :
and related workers: : : : : :
Va LU @ 1,000 dollars——: 46,030 : 42,854 : 33,170 : 15,781 : 16,193
Percentage change- 1/ : -6.9 : ~22.6 : 1/ : 2.6
Total compensation paid to : : : :
production and related

workers: 3/ : : : : :
Va lug-mmeme -f1,000 dollars—: 51,264 : 49,548 : 39,058 : 21,851 : 22,343
Percentage change- o : 1/ : -3.3 : -21.2 1/ : 2.3
Hourly wages paid: : : : : :
Value--—par worker hour-: $10.97 : $12.19 : $13.36 : $12.48 : $12.89
Percentage change- - 17 11.1 : 9.6 : 1/ : 3.3
Labor productivity: 4/ : : : :
Quantity : ot : : :
- tons per worker hour-—: 0.793 . 0.792 : 0.839 : . 0.862 : 0.952
Percentage change - - 1/ : ~0.,1 : 5.9 : 1/ : 10.4
Unit labor costs: 5/ : : : S :
Value per ton—-: $15.40 : ¢$17.79 : ¢$18.75 : $20.05 : $18.68
Percentage change-mmmmm : 1/ : 15.5 54 : 1/ ~6.8

1/ Not available.

2/ Includes hours worked plus hours of paid leave time.

3/ Includes wages and contributions to Social Security and other employee
benefits.

4/ Production per hour worked.

5/ Total compeénsation paid per ton produced

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 11.-—Income-and—-loss experience of 8 U.S.

21

producers on the overall

operations of their establishments within which potassium chloride is
produced, 1981-83, interim 1983, and interim 1984 1/

Interim period

Ttem . 1981 & - 1982 1983 to June 30—
' 1983 1984
Net sales- ~-1,000 dollars-—-:; 358,110 : 268,057 : 237,299 : 86,116 : 101,177
Cost of goods sold—weegl Qo 1 287,286 : 251,323 229,181 89,034 : 85,6407
Gross income or ’ : R : : :
(1088 ) 1,000 dollars---: 70,824 : 16,735 : 8,118 : (2,918): 15,770
General, selling, and admin-— : : : : :
istrative expenses : : . : :
1,000 dollars—: 21,864 : 19,627 : 15,198 5,138 4,016
Operating income or (loss) : : : :
1,000 dollars—: 48,960 : (2,892): (7,080): (8,056): 11,754
Other income or expense: : : : : :
Interest expensge- . Qumm- - 1,533 2,862 1,961 1,006 : 390
Other income or (expense), : :
ne e —1,000 dollars——: (521): 321 2,923 588 58
Total other income or :
(expense), net : : : : :
41,000 dollars——: (2,054): (2,541): 962 . (418): (332)
Net income or (loss) : : : , I :
before income taxes-—dow-- ~1 46,906 (5,433): (6,118): (8,474): 11,422
Depreciation and amor- L : : : :
tization expense--w- do-e1 19,307 1 21,802 20,472 8,459 . 7,333
Cash flow from operations : : : :
1,000 dollars—: 66,213 : 16,369 14,354 (15): 18,755
Ratio to net sales of— : : : :
Gross income or (loss) : : :
percent-—: 19.8 : 6.2 : 3.4 : - (3.4): 15.6
Operating income : : : : :
or (loss) do 13.7 ¢ (1.1): (3.0): (9.4): 11.6
Net income or (loss) : : : :
before income taxes : : :
percent--: 13.1 (2.0): (2.6): (9.8): 11.3
Cost of goods sold-—dowm——: 80.2 : 93.8 : 96.6 : 103.4 84.4
General, selling, and : : :
administrative expenses :
percent-—: 6.1 7.3 6.4 : 6.0 : 4.0
Number of firms reporting-— : :
Gross losses = 1 4 5 5 0
Operating 108se s mmmmmm—— 1 6 : 6 : 5 1
Net losses before income : :
taxes 1 6 : 6 : 1 1

1/ Interim data for 1983 and 1984 were supplied by 6 firms,

Source: Compiled from data submitted in response to questionnaires of the
U.5. International Trade Commission.
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Table 12.-—Income-and-loss experience of 8 U.S

producing potassium chloride, 198183,

producers on their operations
interim 1983, and interim 1984 1/

Interim period

: to June 30—
Ttem . 1981 1982 1983
. 1983 1984
Net salesg- -1,000 dollars-—: 219,460 : 163,039 : 130,016 : 59,661 76,852
Cost of goods sold-—mdowmm: 171,487 : 162,192 : 144,411 65,217 : 69,179
Gross income or : : : :
(1o )mmmn 1,000 dollars—: 47,973 847 : (14,395): (5,556): 7,672
General, selling, and admin- : . : :
istrative expenses : : :
1,000 dollars-—: 16,181 14,183 9,536 4,343 3,218
Operating income or (loss) : : : :
1,000 dollars——: 31,792 : (13,336): (23,931): (9.,899): 4,455
Other income or?exbense' : : : : :
Interest expensge-regQummm—— 1,509 2,769 : 1,839 549 312
Other income or (exponSG) : : : :
net--——1,000 dollars-——: (388): 487 2,608 696 163
Total other income or : : : :
(expense), net : : : : :
1,000 dollars—: (1,897): (2,282): 769 . (253): (149)
Net income or (loss) : : : : :
before income taxes--do-: 29,89% : (15,618): (23,162): (10,152): 4,306
Depreciation and amor- : : : : :
tization expense—- ot 17,755 1 20,163 18,604 : 8,373 7,247
Cash flow from operations : : o :
. 1,000 dollars—: 47,650 : 4,545 :  (4,558): (1,779): 11,553
Ratio to net sales-— : : : : :
Gross income or (loss) : : :
percent-—: 21.9 : 0.5 (11.1): (9.3): 10.0
Operating income : : : : . :
or (loss) do : 14.5 (8.2): (18.4): (16.6): 5.8
Net income or (loss) : : H :
before income taxes : : o :
percent--: 13.6 : (9.6): (17.8): (17.0): 5.6
Cost of goods sold-gommmm—; 78.1 99.5 : 111.1 109.3 : 90.0
General, selling, and : : :
administrative expenses :
percent-: 7.4 8.7 . 7.3 7.3 4.2
Number of firms reporting--— : ' :
Gross losses : 1 4 6 : 6 : 2
Operating 1osses e | 1 5 8 6 : 2
Net losses before income : :
taxes : 1 6 : 7 : 7 2

1/ Interim data for 1983 and 1984 were supplied by 6 firms.

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

U.S. International Trade Commission.
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Net income or loss bhefore income taxes followed the same trend as
operating income or loss during the reporting period, ranging from a profit
equivalent to 13.6 percent of net sales in 1981 to a loss equivalent to 17.8
percent of sales in 1983. The eight firms reported positive cash flows of $48
million and $5 million in 1981 and 1982, respectively, but sustained a
negative cash flow of $5 million in 1983. The six reporting firms had a
positive cash flow of $12 million in interim 1984, compared with a negative
cash flow of $2 million in the.corresponding period of 1983.

Consideration of Threat of Material Injury

In its examination of the question of threat of material injury to an
industry in the United States, the Commission may take into consideration such
factors as the rate of increase of the subsidized and/or LTFV imports, the
rate of increase of U.S. market penetration by such imports, the quantity of
such imports held in inventory in the United States, and the capacity of
producers in the subject countries to generate exports (including the
availability of export markets other than the United States).

Projections of U.S. consumption of potassium chloride are presented in
the section of this report concerning the U.S. market. Trends in imports and
U.S. makket penetration are discussed in the section of this report that
addresses the causal relationship between the alleged material injury and the
subsidized imports. Information regarding the capacity of the foreign
producers to generate exports is discussed in the section of this report that
covers the foreign industries. Information on importers' inventories is
presented in the section on importers.

Consideration of the Causal Relationship Between Subsidized Imports
‘ and Material Injury or Threat Thereof

CU.S§. imports

U.S. imports of potassium chloride decreased from 8.6 million short
tons KC1 in 1981 to 7.2 million short tons in 1982; imports then increased to
7.9 million short tons in 1983 (table 13). Canada is the largest supplier of
potassium chlopide, accounting for 89 percent of total imports in 1983,
Israel is the second largest supplier, accounting for 7 percent of total
imports; followed by East Germany, 2 percent; the U.§.5.R., 1 percent; and
Spain, 1 percent.

short tons KC1 in 1981 to 618,000 short tons in 1982, or by 37 percent,
Imports then decreased to 549,000 short tons in 1983, or 22 percent higher
than the level of imports in 1981. Imports from Israel, as a share of U.S.
consumption, increased from 4 percent in 1981 to 5 percent in 1982 and 1983,
as shown in table 14.

in 1981 to 58,000 short tons in 1983. These imports accounted for less than
0.5 percent of U.S. consumption in 1981 and 1 percent of consumption in 1982
and 1983, ' A-23



Table 13.-—Potassium chloride:

sources, 1976-83, January-
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u.s,

imports for consumption, by principal
June 1983, and January-June 1984

) ) . Jan , ~Juneg--
Source 1976 1977 1978 1979 © 1980 | 1981 1982 ' 1983
) ' ) 1983 ~ 1984
Quantity (1,000 short tons)

Israe L - 94 @ 225 : 366 : 304 : 344 : 450 : 618 549 : 278 : 259
Spain - 22 . 56 . 33 23 12 24 55 ¢ 58 36 11
East Germany- .- -1 44 10 : 20 : 61 54 556 ¢ 46 : 135 : 86 : 102
U.S.S.R. 1/ ! 0 : 23 32 13 42 0 : 66 : 68 : 34 102
Canada 17,280 :7,882 :7,915 :8,848 :8,424 :8,052 :6,310 :6,989 :3,368 : 4,043
All other—me. : 35 : 9. 22 27 : 31 20 : 59 76 . 40 : 10
Total 1 7, 475 8,205 :8,390 :9,275 :8,907 :8,601 :7,154 :7,875 :3,842 : 4,527

' . Percent of total quantity

Israe L - -1 3 4 3 4 5 : 9 : 7 7 6
Spain o2/ 1 2/ 2/ 2/ 2/ 1 1 1 2/
East Germany-. - 1 2/ 2/ 1 1 1: 1 2 2 2
VRRTE -0 B ASS— o: 2/ : 2/ : 2/ 2/ 0: 1 1 1 2
Canada 97 96 : 94 95 : 95 94 88 : 89 : 88 : 89
All other— 2 2/ 2/ 2/ .2/ 2/ 1 1 1 2/
Total—em s 100 . 100 100 100 : 100 : 100 : 100 : 100 : 100 : 100

Value (million dollars)

ISR Lo e | 4 8 : 18 21 32 45 . 57 41 23 21
Spain : 1 3 1 1 1 2 4 . 3 2 1
East Germany - 2 3/ 1 3 4 4 3 9 6 : 7
U.S.S.R. 1/ : 0 : 1 1 1 2 0 : 5 4 2 7
Canada : 323 345 359 : 482 : 588 : 677 : 515 485 247 . 299
ALl other— : 2 . 3/ 2 : 2 3 : 2 5 i 6 2 1
Tota Lo 332 : 358 382 : 510 : 629 : 730 : 588 548 282 336

1/ Includes Latvia.

2/ Less than 0.5 percent.
3/ Less than $500,000.

Source:

Note.-—Because of rounding, figures may not add to the totals shown.

Compiled from official statistics of the U.S. Department of Commerce.
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Table 14.-—Potassium chloride: U.S. imports and U.S. producers' shipments, as
a share of consumption, by principal sources, 1981~ 83 ~January-—-June 1983,
and January-June 1984

(In percent)

January-June-—

Source © 71981 © 1982 | 1983 -

: : ' 1983 ° 1984

U.S. imports from — : e o : ~
Israel : 4 5 5 : 6 5

Spain - : 1/ 1 1 1 1/
East Germany = 1 1 2 2 : 2
U.S.S.R . : 0 .1 1 1 2
Canada ' : 75 70 7% 71 74
All other e 1/ _ 0 : 0 . 1 1/
Subtotal : 80 : 78 83 81 83
U.S8. producers' shipments-———: 20 22 . 17 18 17

Total, all sources-—mm 100 : 100 : . 100 : 100 100

1/ lLess than 0.5 percent.

Source: Potash.&vbhosphate Institute.

Note.--Because of rounding, figures may not add to the totals shown.

(K

Future import penetration.-—The Bureau of Mines and FERTECON. project that
the U.S. producers' share of the market will continue to decrease as mines are
forced to close as reserves are depleted. By the year 2000, the Bureau of
Mines pro;ects that the U.S. producers' share of the market will. decrease to
10 percent. The rest of the market will be supplied by 1mports

The Southeast market.—The petitioners assert that the 1mpact of imports
from Israel, Spain, East Germany, and the U.§.8.R. is particularly acute in-
the Southeast market. This region includes the following States: Alabama,
Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland,
Mississippi, North Carolina, South Carolina, Tennessee, Virginia, and West
Virginia. Information concerning U.S. producers' and importers' shipments
into this region is presented in tables 15 and 16.
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Table 15.~—Potassium chloride: U.S. importers' and producers' shipments
to the Southeast region, 1/ by sources, 1981-83

Source ) 1981 ) 1982 = 1983

)

Quantity (1,000 short tons KC1l)

Israel : : KK HHH W

Spa b - : NN AR [vEvavs
Fast Ge [MEPYY =omemmrsemmmsn S U WNH . WX .
U.5.5. R~ : - L2 1 HNH . EVEVEYe
Canada : ) L35 HHH KW
United State s mm—— .t . WM - HHH VEVE"S
Total -1 2,798 : 2,328 . 2,417

Share of total quantity (percent)

- Israel : Lt L Ll

Spain : L3 UK HHH
East Germany- - mmmmsmm— : AKX Ll t HKH
U.S.5.R— : HHH HWH W
Canada-— . WHH , NNH , HHK
United States--— e -1 AN WA HAH

Total ! 100 : 100 : 100

1/ This region includes the States of Alabama, Arkansas, Delaware, Florida,
Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, South
Carolina, Tennessee, Virginia, and West Virginia.

2/ Less than 0.5 percent.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission and from data published by the Potash &
. Phosphate Institute.

Note.——Because of rounding, figures may not add to the totals shown.
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Table 16.-Potassium chloride: U.S. importers' and producers' shipments to
the Southeast region as a share of their total shipments in the U.8. market,
1981-83

(In percent)

Source f 1981 j 1982 f 1983
Israel : 3,3, 3 WHH WK
Spain - T WK WA WK
East Germany : L33 NN KNK¥
U.8.8.R- : . L2 WK KHK
Canada : . KWK KH¥ HHH
United States : - WK . HH¥ . KK

Total 1/ : 27 28 24

1/ The Southeast region as a share of the total U.S. market.
Source: Derived from data submitted in response to questionnaires of the

U.5. International Trade Commission and from data published by the Potash &
Phosphate Institute.

Transportation costs

Transportation costs from Carlsbad to the Southeastern market can double
the domestic f.o.b. price of potash. As reported by producers and purchasers,
transportation costs ranged from $25 to $60 per ton, exceeding the f.o.b.
minehead price in some cases. 1/ Most transportation costs were in the high
end of the range. Some customers have bheen able to reduce transportation
costs by increasing harge shipments and reducing rail shipments. Such
shipments are génerally made by rail to Houston and by barge to the final
destination (table 17)

For importers of potash from Israel and Spain, U.S. transportation costs
represent a much smaller proportion of delivered costs in the markets they
serve, owing to the proximity of their customers to ports of entry or to river
transportation. Reported costs ranged from less than $2 to over $17 per ton,
depending on the mode of transportation. The lowest cost reported was ¥¥X per
ton for %¥% barge shipments up the Mississippi (possibly at a low backhaul
rate), and the highest was *¥% for a truck or rail shipment, or 2 and 17
percent of delivered price, respectively. The staff estimated delivered
prices by obtaining transportation costs to the purchasers' locations from
sellers and purchasers. Estimates of delivery costs range from $2 per ton for
intracity truck hauls to a high of $12.60 for rail shipments from Brunswick,
GA, to destinations within the State of Georgia.

The petitioners argue that, in comparison with the Saskatchewan producers,
the U.S. producers enjoy a freight advantage in shipping potassium chloride to
the Southeast region. Because of the freight advantage, the petitioners

1/ Some sales in the Texas panhandle were reported as being shipped by truck
from Carlsbad at a cost of XXX to ¥¥% per ton,
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Table 17.-Transportation costs for the shipment of potash from U.5. and Canadian
locations to selected destlnatlons, as reported by purchasers and by U.S§. producers,
198384

(In dollars per ton)

Carlsbad : Canadian border 1/ " Saskatchewan
Destination T R : - - * '
: Rail 2/ . barge 3/ : ffuck : Rail . Barge | Truck ; Rail 4/
Texas panhandle-: : : P 12-15
e R R e g e ———— -t 30 . 25 H ‘
Brownsville -t 45 : C
Towa/I11linoi st : : : : : : 44--50
Michigan/Indiana~—: : o : : : 6-7 . .
Central Ohio--wmmm : : : : : 6 : . : 11 61
Kentuck y e | 52 : 35~38 : : : 5/ Bk : 38
East Coast States— : 60-64 : : : : :
GRONG L @ ‘ : 6/ 54-58 : Co : : ' .65
Gulf Coast State5m:“ 47-50 35-38 : T ' Co : 57-60

1/ Terminals or warehouses located at or near the border, where Canadian producers
maintain large inventories of potasb for subsequent shipment to U.S. customers. ‘

2/ In general, single car rates (approximately 100 tons). :

3/ Shipments are made by rail to Houston or other gulf ports and by barge to final

destination. ,

4/ Single car rates. No rates were confirmed for unit train shipments.

5/ Shipments are made from the Minnesota terminal along the M1ss1sslpp1 and Ohio
Rivers.

6/ A single customer reported freight costs of %% per ton to this area. Other
scustomers and producers reported costs as shown,

Source: Compiled from guestionnaires of the U.S. International Trade Commission and
posthearing submissions by U.S. producers.
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assert that in this region they face less competition from Saskatchewan and
receive higher net prices (f.o.b. mine) compared with the net prices (f.o.b.
mine) received from sales to other regions of the United States. The
petitioners allege that subsidized and LTFV imports from Israel, Spain, East
Germany, and the U.S. S R. are gaining an increasing share of this heretofore
profitable U.S. market

Transportation costs of potassium chloride can be as much as $68.00 per
short ton from Mew Mexico to the Southeast market, or one-half or more of the
total delivered price.  In the Southeast market, the product is shipped to the
customer by rail, barge, and truck. The Carlsbad, NM, producers have a trans—
portation advantage over the Saskatchewan producers when shipping the product
to this market by the traditional single traincar. In 1980, this single
traincar advantage ranged from $1.12 per short ton for shipments to Maryland
to $16.99 per short ton for shipments to Louisiana. In 1983, the single
traincar advantage ranged from $1.22 to $12.74 per short ton, respectively. 1/
The petitioners assert that the vast bulk of the potassium chloride sold by
North American producers to the Southeast market is shipped by single
traincars. 2/

As stated above, U.S. producers claim that the the cost of shipping
potash from Saskatchewan to the Southeastern United States exceeds the cost of
shipping from Carlsbhad. Table 17 shows freight costs reported by U.S.
producers and by purchasers of both U.S§.- and Canadian-produced potash. The
reported costof freight from Saskatchewan to Georgia, on a single carload
basis, is $65 per ton, compared with $54-$58 per ton for freight from
Carlsbad. Similarly, the cost of single carload shipments from Canada to the
Gulf Coast States is generally about $60 per ton, compared with $50 per ton
for an all-rail shipment and under $40 per ton for a combination rail/barge
shipment from Carlshad.

Since 1980, railroads have quoted prices for unit train shipments of
potassium chloride from Saskatchewan to the Southeast market. 3/ Each unit
train has 70 cars to 100 cars. In 1983, according to information provided by
counsel for the Dead Sea Works, Ltd. (DSW), the Israeli producer, use by the
Saskatchewan producers of unit train freight rates provided them with a
transportation advantage over the New Mexican producers in 9 of the 14
Southeast States. This advantage is said to range from $0.06 per short ton
for shipments to South Carolina to $13.08 per short ton for shipments to
Delaware. The use of the unit train freight rates by the Saskatchewan
producers has left the U.S. producers with a transportation advantage in only
three Southeast States. This advantage ranges from $1.16 per short ton for
shipments to Mississippi to $1.93 per short ton for shipments to Tennessee. 4/

1/ The petitions, app. A., p. 22.

2/ Telephone conversation between the Commission's staff and counsel for the
petitioners on May 1, 1984, v

3/ The Canadian producers also employ unit train rail transportation to
terminals in locations such as St. Paul, MN, and Toledo, OH. Truck, rail, or
barge can be used from these locations to competitively reach market areas
along the Mississippi, Missouri, and Ohio river valleys,

4/ Post conference brief on behalf of Dead Sea Works, Ltd., Apr. 26, 1984,
app. 10.
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According to counsel for DSW, the U.S. producers' transportation disadvantage
in the Southeast market, which was occasioned by the inauguration of unit
train freight rates, has contributed to their declining share of that market.
However, counsel for the petitioners stated that only one unit train ever
entered the Southeast market from Saskatchewan. This shipment of
approximately 5,600 short tons was delivered in December 1983, 1/

In January 1984, the Potash Co. of America (PCA), which also operates a
New Mexico mine, opened a potassium chloride mine in New Brunswick. This
producer has shiploading facilities at the Port of St. John, New Brunswick.
In its 1982 annual report Ideal Basic, the parent firm of the Potash Co. of
America, 'states-— .

The proximity of the mine to deep water will give Potash
Company of America a considerable freight advantage to
certain markets shipped from other North American points
and will widen Atlantic~rim market opportunities.

Counsel for DSW provided estimates of the cost of transporting potash
from New Brunswick and from Vancouver to locations in the gulf coast region.
DSW alleges that such shipments have become increasingly frequent since
mid—-1983, and will grow substantially as the PCA facility in New Brunswick
reaches full production. The estimated costs of such shipments from New
Brunswick to Pascagoula, MS, is %% per ton, including loading and unloading
charges, %% helow the reported cost of single carload rail shipments from
Carlshad. Similarly, the estimated cost of shipments by unit train from
Saskatchewan to Vancouver and by sea to Mississippi is %%, or ¥¥% below the
reported cost of shipments from Carlsbad. U.S. producers have increased
combination rail/barge shipments to the Gulf Coast States at $35-$38 per ton,
according to purchasers (table 17).

Potassium chloride imported from Israel, Spain, East Germany, and the
“U.5.8.R. is shipped by sea to ports in the Southeast United States. 2/ The
ocean freight rates can be as low as $15 per short ton for shipments from
Israel and Spain. Once the product is landed in the United States it is then
stored in a portside warehouse or is transferred to a Mississippi River
barge. Inland freight costs for potash imported from Israel, Spain, East
Germany, and the U.S§.S.R. are much lower than U.S. producers' freight costs,
as can be seen in tables 18-22 (which are discussed in the following section
on prices).

1/ Telephone conversation between the Commission's staff and counsel for the
petitioners on May 1, 1984. Additional unit trains are believed to have
entered the Georgia/Florida region in 1984. One purchaser reported that he
purchases ¥¥X of Canadian potash in that region. He refused to elaborate on
actual quantities purchased or on prices. (Telephone conversation between the
Commission's staff and ¥ ) '

2/ A large share of the potassium chloride imported from the U.S.S.R. enters
the Southeast market at New Orleans, LA, where it is transferred to Mississippi
River barges. This potassium chloride is then sold to fertilizer concerns
that have storage facilities along the river in the southeast and the midwest.
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Purchasers of potash in the United States range in size from large
national fertilizer distributors to local dealers and farmer's cooperatives.
The national distributors generally make centralized purchasing decisions and
benefit from the purchasing power inherent in controlling the distribution of
many hundred of thousands of tons of potash annually. These purchases,
however, may be shipped to any location in the United States in lots as small
as single truckloads (2025 tons). The freight component of purchases by any
one purchaser, therefore, may vary substantially from shipment to shipment. A
typical customer of this type may have offices located in Chicago but will
purchase ‘potash for delivery to States west of the Mississippi, to the deep
South, and to the Ohio and Tennessee River valleys.

U.S. producers sell most potash on a sale-by-sale basis, although some
producers prefer to establish contracts with their largest customers. These
contracts generally establish only gquidelines regarding expected quantities to
be purchased. Piices are negotiated at the beginning of the fertilizer year
or, in some cases, more frequently, and are based on their published price
lists. These price lists show an f.o.b. minehead price for each grade of
potash. Freight costs are then added to the minehead price based on a sing<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>