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INTRODUCTION

On July 16, 1984, in accordance with sections 503(a) and 131(a) of the
Trade Act of 1974 and section 332 of the Tariff Act of 1930, and pursuant to
the authority of the President delegated to the U.S. TraQe Representative
(USTR) by-Executive Order 11846, as amended by Executive Order 11947, the USTR
requested advicé in four areas related to the U.S. Generalized System .of

Preferences (GSP): (1) the addition of certain articles to the list of GSP

eligible articles, (2) the removal of one article from the GSP list, (3) the

removal of duty-free status under the GSP for certain beneficiary deVeloping'
countries for certain articles (“gfaduation") and (4) a determination of
whether or not certain articles are like or directly competitive with any
article produced in the United States on January 3, 1975, for purposes of
section 504(d) of the Act. On August 7, 1984, the USTR sent a supplemental
request adding one additional article to the investigation's scope. 1/

For éach article being considered for addition to the list of eligible
articles,lthe Commission is advising the ﬁSTR as to the probable economic
effect of the addition on U.S. industries producing like or directly
competitive articles and on consumers. For each article being considered for
removal or graduation, the Commission is advising the USTR as to the impact on
U.S. industries producing like or directly competitive articles and on
consumers of continued GSP status for the articles and countries ih questibn.

The USTR requestea the Commission, in providing its advice, to :assume
that benefits of the GSP would not apply to imports that would be excluded -
from receiving such benefits by virtue of the "competitive need” limitations

specified in section 504(c) of the Act.

1/ The USTR requests, including listings of concerned articles, are
contained in appendix A. ‘
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In response to the USTR request, the Commission on August 2, 1984.
instituted investigation Nos. TA-503(a)-12 and 332-187 for the purpose of
obtaining, to the extent practicable, information for use in connection with
the preparation of advice requested by the USTR. The Commission notices of
investigation and hearing are contained in appendix B. 1/

A public hearing in connection with the investigation was held in the
Commission hearing room, 701 E Street NW., Washington, D.C. 20436, on
October 1 and 3, 1984. All interested parties were afforded an opportunity to
appear by counsel or in person, to produce evidence, and to be heard.
Transcripts of the hearing and copies of briefs submitted by interested
parties in connection with the investigation are attached. 2/

It should be noted that TSUSA item 425.9940 contained in the USTR request
has not been investigated by the Commission. It was requested that the
graduation of Israel from beneficiary status for this article be considered;

however the item is not currently a GSP eligible article.

1/ The following Federal Register notices have been issued by the Commission
related to Investigation Nos. TA-503(a)-12 and 332-187:

Date Notice ’ Subject
Aug. 8, 1984 49 F.R. 31780 Initial notice of ITC
investigation and
hearing
Sept. 6, 1984 49 F.R. 35256 Supplemental notice on

USTR's second request

2/ A list of witnesses appearing at the Commission hearing is contained in
app. C.



PRESENTATION OF PROBABLE EFFECT ADVICE

In response to the USTR request for probable effect advice, the
Commission determined that an appropriate format for such an analysis w§u1d be
commodity digests, eacﬁ digest: dealing with the effect of tariff modifications
on a specific commodity area.

For each of the commodity areas belng analyzed, the digests provide an

analysis of the impact of the poss1b1e tarlff modlflcatlons on U.S. import
levels, industry, and the consumer. Within each digest the probable effect
advice is provided in both a textual and code format: The probable effect
code provides the reader with a quickvsumAary of the probable effect on import
levels, industry, and the consumer as follows:

1. Level of U.S. imports
Code A: nil or negligible increase (0-5 percent)
Code B: modest increase (6-15 percent)’
Code C: significant increase (16-25 percent)
Code D: substantial increase (over 25 percent)

2. U.S. industry

Code A: nil or negllglble adverse impact

Code B: significant adverse impact (significant proportion of
workers unemployed; declines in output; firms depart, but

- adverse impact not industry-wide) '

Code C: substantial adverse impact (substantial unemployment;
widespread idling of productive facilities; adverse impact
on the industry as a whole)

3. U.S. consumer

Code A: Duty savings are expected to be absorbed by the foreign
-supplier and/or importer and will not likely benefit the
industrial/intermediate consumer or the consuming public.

Code B: Duty savings will likely benefit the industrial/inter-
mediate consumer, but the consuming public is not expected
to benefit from the duty savings (which are expected to be
absorbed in the trade).

Code C: Duty savings will likely benefit both the
industrial/intermediate consumer and the consuming public
(which are expected to benefit by lower prices, slower
rises in prices and/or greater availability of the
ultimate products). '
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DIGEST LOCATOR

Digest numbers, titles, and the contents of each digest by TSUS(A) item
are provided below.

A. Articles being considered for designation as eligible articles for the GSP

Digest '
number Commodity/TSUS(A) item
Al Cabbage, packed in salt, in brine, pickled, or otherwise
prepared or preserved, except sauerkraut
141.30
A2 Heliotropin
460.40
A3 Citizens band (CB) radio transceivers (except hand-held)
685.27
A4 Certain clock cases and parts
720.34
A5 Rubber and plastic apparel, including infents' pants

772.3095 772.3095(pt.)

B. Articles being considered for removal as eligible articles for the GSP

Digest
number Commodity/TSUS(A) item
Bl Trifluralin

408.22(pt.)

C. Articles being considered for removal of duty-free status from a
beneficiary country for a product on the list of eligible articles

for the GSP
Digest
number Commodity/TSUS(A) item
(3} Saccharin (Republic of Korea)
413.24
c2 Certain inorganic compounds (Israel) ,
416.4540(pt.) 417.4440(pt.) 418.32(pt.) 420.02 420.3605
421.6280(pt.) 422.78(pt.)
c3 - ' Ethylenebisbromonorbornane (Israel)

425.24(pt.)



Digest
number Commodity/TSUS(A) item

C4 Certain halogenated hydrocarbons (Israel)
429.4830(pt.) 429.4860(pt.)

C5 Dibromoneopentyl glycol (Israel)

© 429,9590(pt.)

cé6 Mixtures that are in whole or in part of bromine (Israel)
432.25(pt.)

c7 Concrete block and brick (Mexico)
511.6120

c8 Certain locks of base metal (Hong Kong, Republic of Korea,
and Taiwan)
646.92

co - Certain fabricated products of iron or steel (Republic of Korea)
653.00

Cc10 Brass household and sanitary ware (Taiwan)
654 .25

Cl1 Brass plumbing goods and other articles of copper (Taiwan)
657.35 657.3520

Cl2 A Hand-operated and check taps, cocks, and valves, and parts
thereof, of copper (Taiwan)
680.14

Cc13 Puzzles and parts (Hong Kong)
735.2020

Cl4 Acrylic sheet (Taiwan)

771.41 771.45

D. Articles being considered with respect to whether a like or directly
competitive product was produced in the United States on
January 3, 1975, for purposes of section 504(d) of the Trade Act of 1974

Digest
number : Commodity/TSUS(A) item
D1 Hot airhpopcorn poppers

684.20 (pt.)
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II. Comments

Description and uses

Cabbage is a biennial vegetable plant grown as an annual for its tightly
clustered leaves, called a head. Virtually all of the cabbage consumed in the
United States is as coleslaw, sauerkraut, or as a cooked vegetable.

Reiatively small quantities of otherwise prepared or preserved cabbage are
also consumed domestically. Since only small or negligible amounts of
coleslaw enter international trade because of its high degree of perishability
and regional production, it is not herein further considered.

Prepared or preserved cabbage other than sauerkraut (the subject of this
digest) includes mainly sliced cabbage preserved in vinegar, cabbage
provisionally preserved in brine, and cabbage otherwise prepared or
preserved. All of these products are of minor importance in U.S. consumption
in reiation to sauerkraut. The most common domestic product other than
sauerkraut is cabbage preserved in vinegar, and sold as a relish. The bulk of
the imported cabbage products (including sauerkraut) differ from the domestic
* products in that the former are frequently packed in a light wine sauce, and
sold as $ gourmet item or in ethnic-food specialty shops. Imported otherwise
prebared or preserved cabbage from the principal GSP-eligible supplying
countries of Asia differs considerably from the doﬁestic product because the
imported product contains additional spices and seasonings not generally found
in the domestic. The Asian import is used principally in oriental cuisine.

For example, one imported product is "kimchee," a Korean food consisting
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of chopped, fermented cabbage mixed with garlic, onion§, and red (hot)

pepper. 1/

U.S. producers

The extent of domestic production of otherwise prepared or breserved
cabbage is unknown, but is believed to be quite small in relation to that of
sauerkraut. Domestic production of cabbage for processing (mostly as
sauerkraut) takes place on farms covering nearly 30,000 acres, mostly in New
York, Wisconsin, and Ohio, with approximately 30 "kraut" processors
concentrated in these same States. Employment levels of these processors are
unknown. Although cabhage for the fresh market is sometimes stored
temporarily, cabbage for processing is normally shipped immediately tq
processors located nearby. In recent years, over 90 percent of cabbage for
processing has been mechanically harvested, and the remainder harvested by
hand. Over 85Apercent of the fresh product sold for processing is grown under
contract between grower and processor. All processors pack in an assortment
of container sizes, both institutional and retail, and in container types,

including tin, glaﬁs, poly bags, and pails.

U.S. consumption and production

During 1979-83, annual U.S. consumption of prepared or preserved cabbage,

including sauerkraut, fluctuated between 419 million and 493 million pounds,

[
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and averaged 447 million pounds (table A). Declines in fresh U.5. cabbage
produclion have reduced domestic consumption of prepared or preserved cabbage
and sauerkraut in some years, but for recent years average consumption was
stable, amounting to more than 400 million pounds annually. Imports of
sauerkraut and otherwise prepared or preserved cabbage supplied less than 0.5
percent of domestic consumptioﬁ in recent years.

During 197983, U.S. productlon of processed cabbage (mostly sauerkraut)
averaged 424 million pounds fluctuatlng between 418 million and 492 million.
pounds. Adverse weatheF conditions in cabbage-growing regions in 1980 and
1983 led to a drop in the availability of fresh cabbage, and curtailed output
of processed cabbage in those years. Fluctuations in domesticbproduction of
processed cabbage products have been highly reléted to climatic changes, and
to the available supply of cabbage remaining after the needs of the fresh

market have been met.

U.S. exports
Data on U.S. exports of processed cabbage products are not separately

reported; however, exports are believed to be negligible.

...... . imports

During 1979-83, about 68 peécent of the value of U.S. imports of
processed cabbage consisted of sauerkraut and 32 percent (the remainder) of
otherwise prepared or preserved cabbage products. During 1979-83, annual
imports entering under TSUS item 141.30 of otherwise prepared or preserved
cabbage averaged 254,000 pounds, valued at $114,000, fluctuating betweon

178,000 and 412,000 pounds (tables B and C). In recent years, West Germany
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has been the leading supplier of otherwise prepared or preserved cabbage,
supplying 55 percent of the 117 thousand dollars' worth of imports in 1983,
GSP-eligible countries supplied 15 percent of the value of U.5. imports of
other prepared or preserved cabbage during 1980-83. Thailand, the petitioning
country, supplied abbut 2,000 dollars' worth of the imports in 1983 or less
than 2 percent of total imports in that year.

The imported products, particularly those from GSP-eligible countries,
have not been highly competitive with domestic products in recent years. The
West German sauerkraut product is perhaps the most substitutable for the
domestic product, but is generally sold at premium prices and therefore has
not provided strong competition to domestic products. The imported products
entering under TSUS item 141.30 from GSP-eligible countries are believed to be
speciality, oriental products which do not compete to a significant degree
with the major domestic products. Moreover, the domestic market for these

imported products is believed to be very limited.

Position of interested parties
TH@ petitioner for granting GSP treatment to processed cabbage (except

sauerkraut) is Thailand.
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Table A.—Cabbage, packed in salt, in brine, pickled, or otherwise prepared or
preserved: U.S. production, imports for consumption, and apparent consumption,
1979-83, January—June 1983 and January-June 1984

(Quantity in thousands of pounds; value in thousands of dollars;
unit value in cents per pound)

19 8 B 5/ . 27 -

Imports : : Ratio (per-
: Apparent .
: Lt Otherwise : cent) of
Year Production consump-— .
: : Sauerkraut : prepared or : -t . imports to
: ) Total tion P
1/ : preserved : consumption
cabbage 2/
Quantity
475,600 : 849 : 228 : 1,077 : 476,700 : 3/
418,000 : 962 : 178 : 1,140 : 419,100 : 3/
: 492,200 : 614 : 186 : 799 : 493,000 : 3/
14/ 455,300 : 978 : 412 : 1,390 : 456,700 : 3/
- 14/ 446,200 : 984 264 @ 1,248 447,400 : 3/
Jan.-June-—- : : : : : :
1983 et 5/ : 552 125 677 5/ 5/
1988 | 5/ : 702 : 198 : 900 : 5/ 5/
Value
s/ : 262 108 : 370 : 5/ 5/
5/ : 309 : 88 : 397 : 5/ 5/
5/ : 161 : 97 : 258 5/ 5/
5/ : 249 162 : 412 5/ 5/
5/ : 237 117 354 5/ 5/
5/ : 142 62 : 204 5/ 5/
5/ : 188 76 : 264 . 5/ 5/
Unit value
197 Qe s e 5/ : 31 : 47 . 34 - -
1 980—mmmmmminn | 5/ : 32 49 35 : - -
1981 - 5/ : 26 52 32 - -
198 2§ 5 26 : 39 . 30 : - -
- Jp—— 5/ : 24 a4 . 28 - -
Jan.—June-- : : : : :
1983. — 5/ : 26 : 49 30 : - -
39 : 29 - -

1/ lmports entering under TSUS item 141.25.
2/ Imports entering under TSUS item 141.30,
3/ Less than 0.5 percent.

4/ Estimated by the staff of the U.S. International Trade Commission based on

trade sources.
5/ Not available.

Source: Production, compiled from official statistics of the U.S. Department of
Agriculture, except as noted; imports, compiled from official statistics of the

U.S. Department of Commerce.

Note.-—Exports are not separately reported, but are believed to be negligible.
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II. Comments

Description and uses

Heliotropin, also known as piperonal, is a white or colorless crystal at
room temperature which has a véry sweet floral odor, sometimes described as
cherry- like. It is used extensively in various perfume compositions, from the
very expensive types all the wéy through household fragrénces and industrial
perfumes. It also is used extensively as a flavoring agent in cherry,
strawberry, cola, rum, maple, nut, and tutti-frutti flavors. The concent-
ration used is normally between 5 and 20 parts per million (ppm), except in
chewing gum in which the concentration may exceed 40 ppm.

Heliotropin may be synthesized using the extract from the plant Ocotea
' Cymbarum, the main constituent of which is sassafrass oil, or from a benzenoid
organic intermediate, pyrocatechol 1/. Although the heliotropin derived from
the benzenoid source is classified independently in the TSUSA (412.96), the

two products are chemically equivalent.

U.S. producer and employment

There is presently only one domestic producer of heliotropin, American
Biosynthetics Corp. of Milwaukee, Wisconsin. This firm has produced
heliotropin since 1972 and has been the only domestic producer since Givaudan

stopped production in 1974. 2/ [Xx*

]

1/ O0-dihydroxybenscne.
2/ Givaudan continued to sell heliotropin out of inventory through 1977.
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[ %%

U.S. consumption and production

[Fxx

1 These figures reflect consumption of both the heliotropin
made from natural sources and that synthesized from benzenoid sources.

[ %%

[xxx

U.S. exports

There are no reported U.S. éxports of domestically produced heliotropin.
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U.S. imports of heliotropin under TSUSA item no. 460.40 increased from
214,800 pounds in 1979 to 429,106 pounds in 1983, or by nearly 100 percent
(table B). The fluctuating trends in both the volume of these imports and
their prices during '1979-83 are typical of products derived from natural
sourcés. The price of the heliotropin is determined to a significant extent
by the availability of the plant source (Ocotea cymbarum) for the "natural"
starting material. For example, during Fall 1983, a shortage of the plant
source for heliotropin began forcing heliotropin prices higher. The cost to
the heliotropin extracter increased to approximately $7 per pound as of August
1984, from approximately $3 in early 1984. This has resulted in imported
heliotropin prices ranging from $8 to $11 per pound as of Aug. 3, 1984 at the
port of New York. 1/ Although no actual price data is available for comparing
domestic‘and imported heliotropin, the unit value of imports has been
consistently less than that reported by the domestic producer.

Major U.S. sources of heliotropin imports are Japan and the People's
Républic of China, which together accounted for more than 99 percent of U.S.
imports in 1983. Other sources are thought to be either re—exporters or
reprocéssors of heliotropin.

Imported heliotropin, includihg that which would'be classified in TSUSA

item No. 412.96 2/ is directly competitive with the domestic product. Foreign

1/ Chemical Marketing Reporter, Aug. 6, 1984, pp. 28, 42. These are prices
quoted by certain suppliers and may not reflect prices paid in actual
transactions.

2/ No imports have been classified in TSUSA item No. 412.96 during 1979-84.
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heliotropin manufacturers obtain their raw plant materials at §imilar prices
and from the same sources as the domestic producers, primarily from Brazil.
In the pastﬂ the domestic producer alleged that imports from Spain and China
were being dumped on the U.S. market, however, no formal petitions fér relief
from unfair trade practices were actually filed.

Only during 1981 did any imports of heliotropin enter the United States
from any GSP-eligible nations (table C). In 1981, 12,390 pounds arrived from
Taiwan; however, it is thought that the heliotropin was manufactured in
Japan. If GSP status is granted to this item, the Spanish producer, currently
beginning production in Brazil, would be eligible for GSP treatment for the
Braziliaﬁ product. The petitioner has stated that GSP-eligibility would help
defray the plant's start-up costs. Brazilian producers of heliotropin would
have certain cost advantages when compared with other import sources, as well
as the U.S. producers; they would have far less transportation costs than
Japanese or Chinese manufacturers, and lower labor costs than the U.S.

producer.

Position of interested parties

The petitioner in this instance, Biddle-Sawyer, Inc., is a domestic firm
which produces some flavor and f%agrance chemicals, but is an importer of
heliotropin. At the time of the original petition to the U.S. Trade
Representative (USTR), this firm intended to importi heliotropin from a plant
no@ in the first stages of production in Brazil. However, at the present
time, the petitioner has lost what was expected to be an exclusive contract

for Brazilian—produced helitotropin. As a result, this firm is currently
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planning to withdraw its original petition from USTR, as the addition of
heliotropin, TSUS item No. 460.40, is no longer desired.

The only U.S. producer of heliotropin has also stated his opposition to
the addition 6f héliotropin to the list of GSP-eligible articles. This firm
would be placed in a situation, according to its president, in which they
could not be competitive, and they would be forced to shut down their

facilities.
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Table A.-—Heliotropin: U.S. production, exports of domestic merchandise,
imports for consumption, and apparent consumption, 1979-83, January-June
1983, and January--June 1984

:Ratio (percent)
: of imports to

Period : Production 1/ : Exports 2/: Imports : Apparent
: : : : consumption

. consumption

Quantity (pounds)

1979z 3/ [Hx%] - : 214,800 : 3/ [*N%] @ [¥%%]

1980wy [¥wx] - 1 321,277 : [rx] . [xx]
1981y [xx%] . : - : 309,926 : [xxx] . [%%%]
- [¥xx] . - 1 247,052 : ] . [36%7]
1983 et [xx%] - 1 429,106 : [¥xe] . [xx%]
Jan.— : . . . .
June--: : : : :
1983t 4/ : - 1 260,846 4/ : 4/

1984 oo : 3/ : - : 195,632 : A/ : 4/
: Value ($1,000)

A/ : - 1,020 : 4/ : 4/
[*x%] - 1,707 : %] . [¥%x]
[Xx%] : L e 1,964 : [Xx%] : [%%%]
[¥nx] - 1,582 . [eex] [¥%%]
[*x%] : - 2,663 : [*%%] [X%%]

4/ : -t 1,638 : a/ : 4/

4/ : - 1,316 : 4/ : A/

Unit value (per pound)

A/ : - $4.75 : - -
[xx] . - 5.31 : - -
[Xx®] . - 6.34 : - -
[#%%] . S 6.40 : - -
[xxx] . - 6.21 : - -

4/ : - 6.28 - -

4/ : -t 6.73 : - -

1/ Domestic production of heliotropin may be derived from both natural and
benzenoid sources. Production data reported to the United States
International Trade Commission for the Synthetic Organic Chemicals Report.
2/ There are no known exports of heliotropin.

3/ Estimated.

4/ Not available.

Source: Compiled from official statistics of the U.S. Department of
Commerce, except as noted.
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J1. Comment

Description and uses

The articles included in this digest cover radip telephonic transceivers
designed for operating frequencies assigned to the Citizens Band Radio
Service, i.e., CB transceivers. All such articles operating on these
frequencies are included except hand-held units and those transceivers
combined with other articles such as tape players or radio receivers.
| Transceivers are generally combinations of radio transmitters and
receivers which share common circuitry and provide two-way (transmit, receive)
radio communications. The most common type of CB radio transceiver is a
mobile unit which is designed for installation in a motor vehicle and is
powered by the vehicle battery. It usually contains 23 or 40 operating
channels.

CB radio transceivers are used by the operator for exchanging
information, rendering assistance, and for entertainment purposes. The
%ederal Communications Commission (FCC) has designated channel 9 to be used
exclusively for emergency reporting. No other channel has been similarly
assigned By'the FCC, although CB Qser groups often designate certain

frequencies for specific types of message traffic.

U.S5. customs treatment

As a result of a petition filed by a domestic manufacturer for import
relief under section 201 of the Trade Act of 1974, the U.S. International
Trade Commission, on August 10, 1977, instituted an investigation covering all

types of CB transceivers. On February 2, 1978, the Commission recommended to
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the President that increased duties should be imposed on CB transceivers to
help the injured domestic industry. As a result, on April.ll, 1978, the
column 1 rate of duty was‘raised from 6 peréent ad valorem to 21 percent ad
valorem. Subsequently, that rate was reduced to 18 percent inﬁpril 11, 1979;
to 15 percent on April 11, 1980, énd reverted to the origiﬁal rate of 6
percent ad valorém on April 11, 1981. These rate changes were provided for
through the creation of TSUS item 923.85. On January 1, 1978, item 685.25,
which had been the applicable TSUS provision for CB transceivers since 1968,
was redesignated as TSUS item 685.28 with no apparent change in product
classification. On April 11, 1978, in order to provide for the increased duty
on CB radio transceivers (except hand-held), item 685.28 was sebarated with
hand-held CB transceivers reclassified under TSUS item 68%5.29 along with other
types of radio apparatus, and CB radio transceivers other than hand-held types
reclassifiéd under TSUS item 685.27. Concurrent with the increase in duty, CB
radio transceivers (except hand-held) were removed as eligible articles under

the GSP.

U.S. producers and employment

The number of U.S.‘firms producing CB transceivers declined from a high
of 9 firms employing some 6,500 persons in 1978 to no domestic producers in
1983. As the demand for CB transceivers decreased in the late 1970's and
early 1980's, U.S5. firms ceased production and left the industry. As of June
1984, [¥XX

1 were selling CB transceivers out of the

inventory that was built up during the period of high demand.
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U.S. consumption and production

With a decline in demand, apparent consumption of CB tranceivers
decreased from $72.9 million in 1979 to $42.1 million in 1980, or by 42
percent (table A). 1In 1981, a resurgence‘of popularity appeared and apparent
consumption of CB transceivers (except hand-held) increased to $58.3 million
before [¥¥% ]. On average, apparent consumption
of CB transceivers decreased [¥*¥¥] percent annually during 1979-83.

U.S. production of other than hand—held CB transceivers virtually ended
by 1980. However, large inventories were built up by U.S. producers in the
late 1970's and units have been shipped from these inventories since that
time. U.S. producers' shipments decreased sharply from $17.9 million in 1979
to $6.5 million in 1980, and then [¥¥**

]

U.S. exports

U.S. exports of CB transceivers (other than hand-held) are estimated to
have decreased from $1.8 million in 1979 to $350,000 million in 1983 (table
B). Exports to Canada, the United Kingdom, and West Germany are estimated to

have together accounted for 44 percent of total U.S. exports in 1983,

U.S. imports
U.S. imports of CB transceivers of the type covered by this digest

followed the same trend as consumption. Imports decreased irregularly from
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$56.8 million in 1979 to $32.8 million in 1983 (table C). Throughout the
périod 1979-83, Taiwan, Republic of Korea, and Japan were the leading sources
of imports, accounting for 88 percent of total U.S. imports. ‘In terms of
value, the share of imports accounted for by GSP eligible countries increased
from 71 percent in 1980 to 85 percent during January-June 1984 (table D).
This is due to the increasing cost advantages (particularly labor cost) which

GSP-eligible countries enjoy over developed countries.

Position of interested parties

The petitioner for GSP treatment is General Electric Co., a multinational
company with production facilities abroad. The Electronic Industries
Association has stated that it does not object to.a grant of duty-free GSP
treatment for CB transceivers classified under TSUS item 685.27.

Of the four firms accounting for over 90 percent of U.S. production
during the period of high demand for CB radio transceivers, only one firm has
indicated a possible objection to the institution of GSP. The firm's apparent
concern is over new types of personal communication devices which may be
assigned to the Citizens Band Radio Service and which could enter under item
685.27 and not be the type of equipment that is now normally considered a CB
transceiver. In addition, the firm believes that CB transceivers are in

competition with other communications products it produces.
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Table A.-Citizens Band (CB) radio transceivers (except hand-held): U.S.
producers' shipmenlts, exports of domestic merchandise, imports for

consumption, and apparent consumption, 1979-83, January-June 1983, and
January-June 1984

. . Apparent Ratio of

. Producers . : : . ) _
Period . Exports 2/ | Imports | consump- | imparts to
shipments 1/ =0 : : : . e
) = : tion ¢ consumption-

17,892 : 1,789 . 56,824 : 72,927 - 77.9

6,523 652 @ 36,177 : 42,048 86.0

5,612 561 : 53,207 : 58,258 91.3

4,283 : 428 . 51,244 : 55,099 : 93.0

C 2/ [¥XX] 350 : 32,847 : [¥*%X] . [*%x]

Jan.~June -~ : : : :
1984 o 3/ : 205 . 19,577 3/ : 3/

1/ Producers' shipments are comprised mostly of sales from existing
inventories, particulary during 1981--83.

2/ Estimated by the staff of the U.S5. International Trade Commission.

3/ Not available.

Source: Compiled from official statistics of the U.S. Department of
Commerce, except as noted.
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II. Comments

Description and uses

The items under consideration for treatment under the Generalized System
of Preferences (GSP) are certain clock cases and parts thereof, classified for
tariff purposes in TSUS item 720.34 and defined as clock cases and parts
(except outer cases for travel clocks) not over 50 percent of metal by weight
and not wholly or in part of precious metal. 1/

Clock cases are containers or housings designed or suitable for the

enclosure of clock movements, mechanisms, devices, or instruments, whether or
not containing such movements, mechanisms, devices, or instruments, and

whether finished or unfinished, complete or incomplete, except such containers

as are used for shipping purposes only. Cases generally are constructed, in

whole or in part, of three basic materials: wood, plastic, and metal. A

small percentage of clocks are housed or enclosed in glass cases.

U.S. producers

No official data are available on the number of firms comprising Lhe
domestic industry and the number of workers employed by such firms. However,
based on information provided by industry sources, the industry is believed to

be quite broad. Basically, the U.S. industry consists of two groups of

1/ The petition requests the addition of GSP treatment for wooden cabinets
for wall clocks imported from Colombia under TSUS item 720.34. Articles
imported under this TSUS classification include clock cases and parts made of
a variety of materials (e.g., wood, metal, plastic, etc.) except outer cases
for travel clocks and those cases and parts consisting of over 50 percent, by
weight, of metal and not wholly or in part of precious metal. Accordingly,
the addition to the list of eligible articles for duty-free treatment would
not be restricted solely to wooden clock cases or to wooden clock cases for
wall clocks but would include all clock cases and parts of all types that are
entered under TSUS item 720.34. -
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producers. The primary group of producers is comprised of firms that either
manufacture or purchase from others clock movements which are inserted into
cases produced in their establishments. Industry sources estimate that there
are approximately 24 such firms. Most of these firms manufacture cases which
are constructed of Eoth wood and plastic. The manufacture of wooden clock
cases reguires substantial labor input from skilled workers. The manufacture
of plastic cases, which are stamped from molding machines, is capital
intensive. The second group of producers consists of firms which are engaged
in producing mainly furniture products of all types. These firms produce
wooden clock cases only as orders are received and generally do not have a
continuous production run of such products. Such firms are estimated to

number between 1,500 and 2,000.

U.S. consumption and production

The estimated value of appairent U.S. consumption of clock cases and parts
increased from $93.4 million in 1979 to $96.6 million in 1981. Apparent
consumption declined by nearly 8 percent, to $89.0 million, in 1982, but then
increased iﬁ 1983,to‘$97.0 million. The ratio of imports to consumption
increaéed from 3.6 percent in 1979 to 4.5 percent in 1983.

The estimated value of producers' shipments incréased from $91.1 million
in 1979 to $94.8 million in 1981. Shipments declined in 1982 to
$87.2 million, but then increased to $94.6 million in 1983. The overall
increase in producers' shipments during 1979-83 amounted to 1.8 percent.

Plastic clock cases, which generally have a lower unit value (about
75 cents) than cases made of wood and other materials, accounted for about

20 percent of the total value of producers' shipments during 1979-83.
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Conversely, the combined value of decorative wall and mantel clock cases and
clock cases for floor or grandfather clocks accounted for the bulk of the
value of producers' shipments over the same period. Typically, the average
unit values of wooden cases for wall aﬁd mantel clocks generally range hetween
$10-$25 per case, and wooden cases for floor clocks typically range between
$225w$250 per case. 1/ Tor the most part, however, the unit cost of the case
represents a small percentage of the overall selling price of the final

product.

U.S. exports

Based on information provided by industry sources, exports of clock cases
represeht an insignificant share of the total value of U.S.producers'
shipments, averaging about 2 percent during 1979-83. 2/ During 1979-83,
exports of these articles rose from $1.1 million to $1.9 million, peaking at
$2.4 million in 1981 (table B). Canada accounted for 46 percant of U.S.
~exports in 1983. U.S. exports compete in foreign markets principally on the

basis of quality.

U.S. imports

Imports of clock cases and parts were erratic during 1979-83. Guch
imports declined from $3.4 million in 1979 to $3.2 million in 1980, and then
incteased to $4.3 million in 1981 (table C). In 1982, imports fell back to

$4.1 million but then increased to $4.3 million in 1983. Japan was the

largest single source of imports in the latter year, accounting for about

1/ Based on information obtained from industry sources.
2/ One large clock producer that also manufactures its own cases indicated
that less than one percent of its production of cases is exported.
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31 percent of the value of total imports. Following Japan, the leading
suppliers in 1983 were West Germany and Taiwan, which together accounted for
about 39 percent of the value of imports in that year. Virtually all of the.
cases imported from Japan in 1983 were low-priced (probably plastic) éases
which averaged about 32 cents per unit. Although the average unit value of
imported clock cases from all soﬁrces was 98 cents in 1983, 56 percen£ of the
total value of such imports were accounted for by cases which ranged from $2
to $25 in value. The overall unit value of these cases was $4. This
relatively low unit value suggests that such cases were most likely of common
wood construction and were simplistic in design.

Imported clock cases and parts from countries designated as beneficiaries
of the GSP totalled $1.7 million in 1983 and accounted for 39 percent of fhe
value of total U.5. imports (table D). Tﬁe combined value of imports from
three designated beneficiary countries (Taiwan, Republic of Korea, and Hong
Kong) accounted for the major share (82 percent) of such imports from

.designated beneficiary countries in 1983.

Position of interested parties

In its petition, the government of Colombia contends that U.S. producers
of like or directly competitive products, as well as the consuming public, are
not likely to be adversely impacted by the granting of the petition. 1/ The
granting of GSP treabment, the petition contends, will assist in stimulating
industrial productivity in the Colomhia economy. No submissions were received

from U.5. interested parties.

1/ In this connection, the petition states that present capacity of

Colombian clack case producers is about [¥*X¥X] units annually and thdt current
annual production is about [X¥¥] units.
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Table A.--Clock cases and parts: 1/ U.S. producers' shipments, exports of
domestic merchandise, imports for consumption, and apparent consumption,

1979-83, January-June 1983, and January-June 1984

(In thousands of dollars)

: . : Ratio of

Period :~Producers Cxports : Imports 'coggszgtgzn ;" imports to

:shipments 2/: : : :consumption

: : Percent
- — 91,114 : 1,098 : 3,405 : 93,421 : 3.6
1980 : 92,442 2,149 . 3,184 . 93,477 : 3.4
1981 e - 94,753 : 2,430 : 4,281 : 96,604 : 4.4
1982 : 87,173 : 2,192 4,060 : 89,041 : 4.6
1983- : 94,582 : 1,911 ¢ . 4,323 96,994 : 4.5,

January~June: : : : :

1983 | 47,291 : 953 : 1,937 48,275 : 4.0
5.3

(- P——— : 49,725 : 838 : 2,749 :

51,636 :

1/ Includes TSUSA items 720.3420 and 720.3440.

2/ Estimated by the staff of the U.S. International Trade Commission from

industry sources.

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

Commerce, except as noted.
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I1X. Comments

Description and uses

TSUSA item 772.3095 is a "basket" provision that was established on
January 1,.1984, to provide for rubber and plastic apparel excebt for aprons
and for garments in chief weight of textile fibers and subject to U.S. textile
import controls. 1/ Generally, rubber and plastic apparel is made with a
textile fabric substrate that has been coated or laminated with nontransparent
or opaque rubber or plastics, with the opaque covering forming the outer
surface of the garment.

Most of the imports under item 772.3095 so far this year have consisted
of rainwear of polyvinyl chloride (PVC) and artificial leather apparel of
polyurethane or PVC. The leather-like apparel consists of jackets, pants,
vests, and skirts. The rainwear consists of: (1) foul-weather garments, such
as raincoats and slickers, intended for streetwear; (2) rainsuits and related
garments intended for recreational purposes (e.g., fishing and sailing); and
(3) rainwear, chemical~resistant garments, and other protective aéparel for
industrial, including government, use.

Also classified under item 772.3095 and the subject of the GSP petition
are infants' plastic diaper pan@s, usually worn over cloth diapers to protect
babies' garments and bedding against wetness. Once made of rubber, these
pants are now mostly made of PVC and have a wear-—life of about 8 to 12

months. Demand for these low unit-valued items is derived primarily from

1/ Articles subject to textile import-restraint agreements are not eligible
for GSP treatment under sec. 503(C)(1)(A) of the Trade Act of 1974.
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demand for the cloth diapers, sales of which have declined in half since the
early 1970's to .where they now account for less than 30 percent of total

diaper sales, as consumers prefer to use convenient disposable diapers.

U.S. producers and employment

Deciining demand for infants' rubber and plastic diaper pants has forced
about half the domestic producers during the past decade to cease making
them. From about 15 producers during the ﬁid»1970's, only 7 firms are known
to have produced the pants during early 1984, and 1 of the firms plans to stop
producing them by year's end. Although the contraction of the industry has
led to growiné concentration, the largest‘broducerm~selling widely recognized
brand-name baby products—has historically dominatea the market and now
supplies about [%*¥%] percent of total sales; The domestic producers, which
employ an estimated [¥*¥*%X] workers in the production of the pants and which are
highly mechanized in their production processes, market an extensive line of
baby products, with pants accounting for about [¥¥X] to [¥¥%X] percent of each
firm's sales.

Artificial leéther garments are bélieved to be made domestically by less
than five firms whose output represents only é minor share of the domestic
market. The largest producer indicated that its current output is only a
fraction of what it was during the 1970's, attributing it primarily to intense
price éompetition from Korea and Taiwan. The sewing machines used in its

production of the leather-like garments are now used in making fabric garments.
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The domestic industry manufacturing rainwear has bheen shrinking in size
during the past decade, with the number of firms primariiy producing rainwear
from purchased materials down to 95 in 1982. During 1979--83, the rainwear
industry showed declines of about 30‘percent,in the number of plants to 131
and 25 percent in the number of employees to about 9,900. SOmg of the firms.
producing rainwear for the retail‘trade also make similar but heavier garments

:For the industrial market, especially for workers in commercial fishing fleets
and on offshore drilling rigs, which has been hardhit in recent years by the
economic recession and weak drilling activity. In addition, there are about
four major producers specializing in making protective apparel of rubber or
plastics for use primarily in Lhe chemical and related industrieg and an
estimated seven significant producers manufacturing firemen's protective

clothing (i.e., coats and bunker pants).

U.5. consumption and production

U.S. consumption and production of infants' rubber and plastic diaper
pants declined an estimated 33 percent in quantity during 1979-83, from [%¥*]
million dbien, valued at [¥¥X] million, to [*¥X] million dozen, valued at
[X%x%] millioﬁ, in 1983 (table A-1). The‘share of the market supplied by
imports reportedly amounted to only [¥¥X] percent during 1979--83.

Although data are not available for U.5. consumption of artificial
leather garments, domestic production of the garments has been supplanted by
imports, which reportedly supply at least 90 percent of the domestic market.

Sales of these garments, historically related to demand for genuine leather
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garments, have escalated during the past 1 1/2 years because of strong demand
for the highly ornamented, leather-like jackets especially popular among
school -age children, and popularized by a well-known recording artist.

The domestic market for rubber and plastic rainwear sold to retail
consumers reportedly totaled about $30-35 million at wholesale in 1983.
Domestic production of such app;relAhas also been largely displaced bg
imports, which reportedly now supply about two-thirds of the market. By
contrast, industrial rainwear has reportedly been supplied primarily by
domesﬁic producers, whose shipments in 1983 totaled an estimated $25-30
million. However, about 10 to 15 percent of the producers' sales reportedly
consisted pf imports, usually low-end goods. Producers sold imported rainwear
in an attempt to remain competitive in the market, particularly with
distributors of safety products, to whom tﬁey sell their industrial rainwear,

which source their products from both domestic and foreign manufacturers.

U.S. exports

U.S. exports of infants' rﬁbber and plastic diaper pants fluctuated.
within a relatively sﬁall range during 1979-82, annually averaging an
estimated [¥X%X] doze¢, with the value of exports reaching their highest level

in 1982 at an estimaied [¥X%¥] (Lable A-1). In 1983, however,
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estimated exports declined by more than half to [¥%¥] dozen, valued at [¥¥*],
Most of the decline was attributed to the strong U.S. dollar and resultant
decline in pricé competitiveness vis—a—vis other foreign producers in major
markets abroad, which during 197983 were Saudi Arabia and Israel.

U.5. exports of all rubber and plastic apparel roée from $10.7 million in
1979 to almost $22.0 million in 1982, and then declined to $15.1 million in
1983 (tables A-2 and B). However, the export quantity rose continuously
throughout the period, from 700,300 dozen in 1979 to 1.8 million dozen in
1983. This was primarily due to an increase in shipments of relatively
low-valued garments to Canada, the major export market, which accounted for 60

percent of the quantity but only 16 percent of the value of total exports in

1983.

U.S. imports

u.s. imporfs of infants' rubber and plastic diaper pants have
historically been negligible, valued at about [X¥¥ ] during each of
thg years 1979--83 (table A-1). No imports were reported from Peru (the
petitioner) in 1983 or during January-June 1984. As with U.S. production, the
estimated quéntity of imports also has declined in response to weak product
demand, falling continuously from [¥¥%] dozen in 1979 to [¥¥%] dozen in 1983.
The extremely low level of imports, virtually all of which are believed to
have come from Taiwan, is due to the mechanization of the production process
here that has largely offset any labor cost advantage enjoyed by developing
countries. In addition, the major U.S. producers offer an extensive line of

quality baby products with widely recognized and accepted

Y

brand names.
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U.S. imports of rubber and plastic apparel entered under TSUSA item
722.3095 so far this year have consisted mostly of rainwear and artificial
leather'garments. However, officials of the U.S. Department of Commerce and
the Customs Service indicated that most of these garments have béen
incorrectly classified for statistical purposes. They believe that most of
the garments were in chief weight of the cotton or manmade-fiber fabric
substrate and therefore the garments should have been reported under TSUSA
items 772.3015-772.3040, which provide for rubber and plastic apparel éubjecf
to U.S. textile import controls. 1/

Imports have accelerated rapidly during the past year or so, primarily
reflecting demand for the leather—like jackets and related apparel made
popular by a well-known recording artist. After declining from $83.3 million
in 1979 to $56.5 million in 1981 and to $61.0 million in 1982, imports climbed
53 percent in 1983 to $93.4 million. During January-June 1984, they rose
another 115 percent over those in the year—earlier period to $77.3 million
(table C). Approximately 95 percent of the imports in the 1984 period came
from GSP-eligible countries with Taiwan and Korea generating virtually all the
GSP shipments (taizle D). Both countries continued to accelerate their
shipments during July and August 1984, with Taiwan's year—to-date shipments
totaling $65.1 million and Korea's, $55.3 million. As a result, Taiwan became

ineligible for the GSP because its shipments have already exceeded the

1/ The misclassifications have occurred because, under Customs' "bypass"
program, import entries involving "non-sensitive" products, such as those not
under quota, are routinely excluded from inspection. Although rubber and
plastic garments in chief weight of cotton, wool, or manmade fibers are
subject to textile import controls, no specific quotas are currently in effect.
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compel.itive need limit of $57,688,956 for 1984 and Korea will most likely
become ineligible too.

About 90 percent of the imports of rubber and plastic apparel since 1979
have come from Taiwan and Korea, which are major manufacturing centers for the
raw materials—-PVC, polyurethane, and base fabric, having expanded production
capacity and improved product quélity in recent years. Access to the raw
materials, coupled with low labor costs, have contributed importantly to their
dominant position in the U.S. rubber and plas?ic apparel market, supplying it
with all but a small part of the simulated leather garments and most of the
inexpensive rainwear. In response to their competitiveness, many U.S.
rainwear producers have moved up to higher priced and so-called highwtech
rainwear and protective garments, made of specialty.waterproof but
"breathable" fabrics or for special uses, to remove themselves from direct
import cnmpétition. However, the U.S. producer which first developed the
high--tech rainwear fabric has recently established a sales office in Hong Kong

“to promote its use in the manufacture of rainwear and other outdoor pfoducts

for export, presumably to the United States and other major markets.

Position of interested parties

The petition for GSP treatment on the infants' diaper pants came from an
organization in Peru known as FOPEX (Fondo De Promocion De Exportaciones No 4
Tradicionales), on behialf of one producer there, ARTESCO. The petition states
that the GSP Lreatment would improve the producer's competitiveness and the
resultant sales potential, thereby allowing it to better use its installed
production capacity and create new jobs. The producer, which exports 20
“percent of its output and reporied sales qf almost $280,000 in 1983, is
mpnratiné af 40 percent of capacily and omploys 12 persons. There were no-

submissions from domestic interests.
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Table A-1. —Infants' rubber and plastic diaper pants: U.S. producers'
shipments, exportis of domestic merchandise, imports for consumption, and
apparent consumption, 1979--83

(Quantity in thousands of dozens; value in thousands of
dollars; unit value per dozen)

Ratio (percent)

Producers' : Apparent

Year shipments ; Exports ; Imports :consumption : o:oitgzgtzoﬁo
Quantity
1979+ s [%%%] [#%%] [%%] [x%*] [xxx]
1980 o ot [H%x] . (%] : [*%%] . (%] [#%x]
198 1 eimm [xx%] [*x%] [¥¥%x] . [X%%] [Xx%]
1982 e s [H¥%] [%%%] [*%%] [*%%] : %%
1983 - — e [ee] [nn] - [oee] . [oee] . [ Rafated |
) Value
[X%%] ; [X%%] z [*%%] ; [%%%] ; [ 23]
[Hxx] . [eex] . [*xx] . [Hxx] [ ]
[ex%] . (X% - [Hxx] . [*x%] . [%x%]
Dook] o Do) o [ee [ex*] [exx]
[X¥x] . [Hwx] - [HHn] . [un] - [xx]
Unit value
[xx%] ; [*%%] ; [*x%] ; - ; -
[Hxx] . [Hun] . [Hxx] - -
[rx®] - [xxx] . [*xx] - -
[y [Hu%] [H*x] - -
[Xxx] [xxx] . [*x%] - - -

Source: Estimated by the staff of the U.S. International Trade Commission
from information provided hy Gerber Products.
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Table A 2.- Rubber and plastic apparel, including infants' diaper panlts: U.S.
producers' shipments, exports of domestic merchandise, imports for
consumpltion, and apparenl consumption, 1979- 83 '

(Quantity in thousands of dozens; value in thousands of
dollars; unit value per dozen)

, Apparent Ratio (percentl)
) ¢ Producers - _ T : . )
Year . ) Exports Imports consump- of imporls to
tshipments 1/ : L s : L
: = tion 1/ © consumption 1/

Quantitly

1979 = o 1/ : 700 : 6,741 : 1/ : 1/
1980 = oo v 1/ : 1,047 5,477 1/ : 1/
1981 oo 1/ © 1,298 ¢ 6,412 i/ : i/
1982 - - 1/ : 1,500 : 5,488 : 1/ : 1/
1983~ e 1/ : 1,810 : 5,963 1/ : 1/

Value

1979 w o wns 1/ : 10.7 83.3 1/ : 1/
1980~ ¥ 1/ : 14.% . 65.6 : 1/ : 1/
1981w v o mt 1/ : 20.2 56.5 : 1/ : ¥4
1982- . 1/ : 22.0 : 61.0 : 1/ : 1/
1983 -~ - 1/ RN 1= T T 93.4 LA Y4

Unit value

1979- - 1/ o $15.26 ¢ $12.36 -t
1980 ~ - - wm: 1/ : 13.80 : 11.97 : -
1981 - o 1/ : 15.59 8.81 : -
1982 - v e 1/ . 14.64 11.12 -
1983- ... 1/ : 8.34 15.67

1/ Nol available. -

Source: Compiled from official statistics of Lhe U.S. Department of
Commerce.
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II. Comments

Description and uses

Trifluralih,&}ﬁ,g'—trifluor0w2,6wdinitro~N,Nwdipropyl-p—toluidine, is a
synthetic organic chemical derived from petroleum-based products such as
p-chlorotoluene and p-chlorobenzotrifluoride. The final product is a
yeilow»orange crystal which is insoluble in water and is nontoxic to humans.

The major use for this product is as a herbicide on many crops. It is
used to control 28 different species of grasses and broadleaf weeds. In the
United States, the largest crop use for trifluralin, by far, is on soybeans
and cotton. Since it was introduced in the United States in 1964, trifluralin
has been applied to more than [¥¥X] acres of cotton, [¥¥X] acres of soybeans,
and more than [¥¥%] acres of other crops for which it is

recommended .

U.S. producers and employment

There is currently only one producer of trifluralin in the United States,
Eli Lilly and Co., Indianapolis, Indiana, which manufactures this product at
its plant in [¥%X 1. According to the producer, there are
approximétely [%%%] people employed in the production, development, sales, and
support of trifluralin. 1In addition, there are approximately [¥*¥X] workers
employed by other firms that aré directly engaged in manufacturing

intermediatles used in the production of this herbicide.

U.5. consumption and production

U.S. consumption of trifluralin during 1979-83 increased from [¥*¥X]

to [¥%%] pounds with a high of [X¥%].in 1980.
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There were essentially no imports from other foreign producers not associated
with E1i Lilly because this firm has the patent on trifluralin in the United

States. In 198283, the only imports of trifluralin were from [¥*X*

] Although U.S. exports
of this product for consumption in Foreign markets [¥¥* ] during this
period from [¥%¥X] pounds in 1979 to [¥*¥X] in 1985, Eli Lilly's total
international sales of trifluralin [¥X% ] from [X¥x] pouhds in 1979 to
[¥¥X] pounds in 1983 for a number of reasons which are enumerated iﬁ the

following section. Thus, in 1983, U.S. exports of trifluralin accounted for

[*XK
].

U.S. production of trifluralin during this peridd [H%x% ] from [¥%X]
pounds in 1979 to a [¥X%] of [X¥%¥%] pounds in 1986 before [XX* 1 to a'
[¥XXT] of [¥XX ] pounds in 1982. 1In 1983, U.S. production of trifluralin
f*** 1 to [¥*¥] pounds, or by [*¥%] percent over 1982. The changes in

production during 1979--83 were due to‘many factors, the most important of
which are an increasing number of competitive products, Government programs
(i.e., payment in kind) 1/, weather conditions,

the cconomic downturn of 1981-82, and crop prices.

Official export data for this product are not readily available as it is

classified in a residual "baskel" Schedule B number. However, Eli Lilly and

1/ Briefly payﬁéﬁfwin kind is a Government program which pays farmers in
surplus crops for not planting acreage of the specified crop (i.e., corn).
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Co. estimates that during 1978-83 U.S. exports of trifluralin [%x* ] from
XX ] pounds because of the elimination of their overseas

production facilities. [X¥%*

]. Eli Lilly's loss of its patents in several
coyntries during 1980-83, high tariffs on the importation of intermediate
chemicals to their manufacturing plants in certain countries, the denial of
certain import licenses, and low production costs, were factors which
accounted for the increasing competitiveness of the foreign product in the
overseas markets. |

The major GSP-beneficiary countries producing trifluralin are Israel,
Mexico, érazil, and Argentina. These countries havela combined excess
capacity of approximately [¥¥X] pounds available for export. The producers in
these countries are quite sophisticated and have experience in

marketing their product in export markets.

U.S. imports

In 1983, U.S. imports of trifluralin amounted to 12.4 million pounds
(table A). The principal source of this product that year was [¥¥¥],

The only other year during this period in which imports of this product

were jdontified was 1982 with 7.2 million pounds also from [X¥¥],
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[X%*

1.

Thore were no imports of this product from G3P -beneficiary countries in
1983, This product is still under U.5. patent by Eli Lilly and Co. until
Septemboer 1985, However, GSP-beneficiary countries which currently produce
trifluralin such as, Israel, Mexico, Brazil, and Argentina, have an estimated
excess capacity of [X¥X%] pounds which is available for export to major

world markets.

Position of interested parties

The petitioner, E1i Lilly and Co., is requesting that trifluralin,
ontered under iteom 408.22, be removed from GSP status; or as an alternative,
that Argentina, Brazil, Israel, and Mexico be removed from GSP status for this
product. According to the petitioner, the continuation of GSP status will
have a serious adverse effect on the domestic producer after 1985 when its
patent oxpires because Lhis product ts import sensitive. In addition, the
foreign producers of trifluralin in GSP-beneficiary countries are
sophisticated producors who do not need the benefits of GSP Urealiment Lo
compete effeclively in the United States. Foreign producer's prices are
already below the petitioner's price because of Lhe cost advantage cnjoyed by

foreign producers as a result of lower priced intermediales.
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Virginia Chemicals stated in a written brief and in public tgstimony that
it is in agreement with Eli Lilly's petition to remove trifluralin from GSP
eligibility. If GSP status for this herbicide is not removed, there will be
large quantities of trifluralin imports from GSP-beneficiary countries to the
United Gtates after the patent expires in 1985. These imports would sefiously
injure chemical intermediate producers such as Virginia Chemicals, as well as
the U.S. manufacturer of trifluralin, £li Lilly and Co. The decline in U.S.
production of trifluralin would probably force the closing of their older
Portsmouth, Virginia plant, and the laying off of 25 workers.

Makhteshim Agan (America), Inc; stated in a written brief and in public
testimony that it is against the removal of GSP status for tFifluralin. GSP
benefits would not give trifluralin imports from Israel an advantage over Eli
LLilly's product. Agan cannot have a major impact on the U.S. market because

it has high production costs and a limited capacity.
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Table A. ~~Trifluralin: U.S5. production, exports of domestic merchandise,
imports for consumption, and apparent consumption, 1979--83

:Ratio (percehff
: of imports to
consumption

Apparent

Period : Productiuon : Exports 1/: Imports .
) . = consumption

Quantity (1,000 pounds)

[%X%] ; [x%x] ; - ; [ Xx%] ; -
[ax] [*%%] - - [*¥%] . -
[Xx%] [Xx%] - - [*%%] -
[*XXT [#¥%] 2/ 7,190 : 2/ [®%%] -
[xx%] - LXX%] @ 2/ 12,399 : 2/ [¥xx] . -

Value ($1,000)

1979 « won o [®x%] 3/ : - 3/ : -
1980 - ¢ [¥x%] 3/ : -l 3/ : -
L1 3 EE— [xx%] . 3/ : - 3/ : -
1982 [¥%%] 3/ : [*¥x] 3/ : -
1983 -« o wimt [X%%] - 3/ : [xxx%] . 3/ : -

Unit value (per pound)

[XX%] : - - - -
[*%X] . I - - -
[XX%] - - - -
[¥¥%] w1 B [HEX] - -
[Xx%] - 5/ [xx%] - .

1/ Cstimated by Eli Lilly and Co.
? / [')(")("X

3/ Not available.
4/ [¥XX
].

Source: U.5. production, compiled from U.5. International Trade Commission,
Synthetic Organic Chemicals, United States Production and Sales, «icaial
reporlts, 1979-83; U.S. imports compiled from U.S5. International Trade

1979 8% .
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J1. Commenls

Description and uses

Saccharin, both in its acid state and its mosl common form, sodium
saccharin, are artificial sweeteﬁers manufactured from petroleum-based orgqnic
chemicals. They are usually white and puwdery in appearance, although a'clear
crystalline form may exist for a short time immediately after the
manufacturing process, before impurities lend a white color. A calcium salt
of saccharin also exists but is rarely used domestically. Approximately 97
percent of the sacchairin consumed in the United States is the sodium salt.

Sacchérin has been used for neafly a century as an alternative Lo sugar
méinly for weight control purposes. Because it has a tendenc& to leave a
bitter aftertaste when used in high concentrations, saccharin has often been
used in conjunction with another artificial sweetener. At one time cyclamates
were‘used, bhoth Lo decrease the concentrations of saccharin needed, and t§
dispel the bitter aftertaste. However, between 1969 (when cyclamates were
removed from the domestic market because of suspected carcinogenicity) and
1981, saccharin was the only artificial sweetener which had FDA approval for
use in the United States. In July 1981, aspartame received FDA approval for
use .n dry forms and entered into cumpetitiqn with saccharin for the sugar
substitute market. 1In July 1983, aspartame was approved by the FDA for use in
liquid applications such as diet soft drinks. Instead of replacing saccharin
in liquid applications, aspartame filled the role previously held by
cyctamales, allowing a fedu«ed concentration of saccharin and masking the

biller aftertasto.
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U.S. customs treatment ;

Saccharin enters the United States under the “eo nomine" TSUSA provision
413.24 and is currently designated as an eligible article for duty-froo
treatment under the GSP, so that all beneficiary developing countries‘are
eligible for GSP treatment for saccharin.

Korean saccharin has been eiigible for GSP treatment since 1976.~ The
column 1 duty rate which was applicable to imported saccharin during 1976 -80
was 1.5 cents per pound plus 9.5 percent ad valorem. The introductory table
shows the'staged rates of duly negoliated during the Tokyo Round of the OAIT
which took effect on July 1, 1980. Additionally, as of July 1, 1980, importis
were no longer valued under the American Selling Price (ASP) syslom of
valuation for tariff purposes.

The only interruption in GSP eligibility for Korean saccharin came during
March 1982-March 1983, as Korea exceeded the 50 percent competitive need limit

during 1981.

U.S. producer and employment

There is only one.domestic firm, the Sherwin-Williams Company, which
manufactures sacuharin;'tﬂey are the petitioner for this investigation. Thoy
have been producers of saccharin since 1968 when they purchased the Maumee
Chemical Company's Cincinnali saccharin plant.

Sherwin-Williams reoports a [XXX
p
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U.S. consumption and production

U.S. consumption of saccharin [¥X%

[y

U.S. exports

There are no export data collected by the Department of Commerce on
_ saccharin as it is included in a basket provision. However, the [¥¥¥%

] of domestically
prqduced.saccharin is exported. The following tabulation shows the amounts of
saccharin exported during 1979w83; according to the petitioner.

Amount

Year exported
(1,000 pounds)

1979 (%% ]
1980 [*%X ]
1981 [xx*]
1982 [%x]

1982 [X%%]
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U.S. imports of saccharin remained relatively stable during 1979-81,
declining'slightlg from 2.9 million pounds to 2.5 million pounds.' Ho@evgr,
during 1981-83, imports increased by 140 percent, reaching 5.9 million poundg‘
(see table B). These increased imports are primarily related £§ the increased
‘consumption of diet soft drinks. The unit value of saccharin imports
‘decreased during 1981-83, from $2.85 per pound to $2.27 per pound, as foreiyn
producers attempted to capture a major share of the expanding domestic
saccharin market.

The major sources of saccharin remain the Republic of Korea and Japan,
which together accounted for 86 percent of imports during 1983. All of the
imports of saccharin from Korea are currently eligible for GSP treatment, and
therefore enter the United States duty-free (table C). 1In 1983, Korea's
imports of saccharin were valued at $6.1 million and accounted for 46 percent
of all saccharin imports. These Korean imports have a significant price
advantage when compared with the domestic product, primarily owing to lower
labor cos£s.and the duty-free tréatment accorded under the GSP. according to
the domestic producer the Korean sacchafin was priced at [¥XX

1 when Korea temporarily iost'QSP eligibility. During the same period,

the price of the domestic material was [¥%¥%] per pound.

Position of interested parties

The domestic induslry, the petitioner, has stated that it would be more

compaetitive with imported saccharin if Korea were to be removed from the list
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of eligible nations for GSP treatment for saccharin. A representative for
three Korcan manufacturers, Choheung Chemical Ind. Co., Seil Moolsan Co., and
Kum Yang Co., Ltd. appeared at the ITC hearing claiming that imports of Korean
saccharin under GSP are not injuring the U.S. producer and that Korea should

retain GSP eligibility.
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Table A. —-Saccharin: U.S8. production, exports of domestic merchandise,
imports for consumption, and apparent consumption, 1979-83, January- June
1983, and January-June 1984

:Ratio (percoent)
of imports Lo
consumption

" Apparent

Period : Production 1/ : Exports : Imports : .
. -, . , _consumption |

Quantity (pounds)

1979 -« weim [xxx] [%xX%] . 2,858 : [XX%] : [*%%]

1680~ = -2 [xxx] . LU 3,157 [*¥X] [¥%X])

: [Xx%] : [X%%] : 2,458 [**%] [x%%]

1982w [X%xx] [%x] :1/ 4,335 [*%%] [#¥%%]

1983 e e [nx%y . [XX%] 5,889 [%%x%] [X%x]
Jan .- : ‘ . . .
June: —~ : : : :

T 1983 [#XX] [¥%%X] 2,770 : [xx] . | Ralatall!

1984 - [Hx%] . [H¥x] . 1,837 : [eex] . [2%%]

Value ($1,000)

L Tp— 2/ : 2/ : 8,387 : 2/ : 2/

1980~ v 2/ : 2/ : 9,475% 2/ : 2/
198 1 e 2/ : 2/ : 6,999 : 2/ : 2/
1982 2/ : 2/ : 3/ 7,118 2/ : 2/
1983 o ot 2/ : 2/ : 13,368 2/ : 2/

Jan .-
June--- : : : :
1983 2/ : 2/ : 6,474 2/ : 2/
1984~ 2/ L 2/ : 4,161 2/ : 2/

Unit value (per pound)

1979+ o v om s 2/ : 2/ : $2.93 : 2/ : 2/
1980- - - 2/ : 2/ : 3.00 : 2/ : 2/

1981 o et 2/ 2/ : 