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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC 20436

Investigation No. 751-TA-10

FROZEN CONCENTRATED ORANGE JUICE FROM BRAZIL

Determination

Oﬁ the basis of the record 1/ developed in tHe subject investigation, the
Commission determines, 2/ pursuant to section 751(b) of the Tariff Act of 1930
(19 Q.S.C. § 1675(b)), that an industry in the United States would be
threatened with material injury by reason of imports of frozen concentrated
éEangé juice (FCOJ) from Brazil if the suspension agreement regarding such

merchandise were to be modified or revoked.

On July 11, 1983, the Commission determined that an industry in the
United States was threatened with material injury by reason of imports of
FCOJ which had ‘been found by the Department of Commerce to be subsidized by
the Government of Brazil (48 F.R. 34150, July 27, 1983). 3/ As a result of
this determination ‘the suspension agreement signed by Commerce and the
© Government of Brazil on february 24, 1983, 4/ under which Brazil agreed to
offset completely the amount of the net subsidy determined by Commerce to
exist with respéct to FCOJ, remained in effect.

On May 31, 1984, the Commission received a request, filed pursuant to to

sectiaon 751(b) of the Tariff Act of 1930, to review its affirmative injury

1/ The record is defined in section 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).

2/ Chairwoman Stern and Vice Chairman lLiebeler dissenting.

3/ Frozen Concentrated Orange Juice from Brazil: Determination of the
Commission in Investigation No. 701-TA-184 (Final) Under the Tariff Act of
1930, Together with the Infarmation Obtained in the Investigation, USITC
Publication 1406, July 1983,

4/ 48 F . R. 8839, Mar. 2, 1983.




determination in light of changed circumstances. The request was filed on
behalf of three Brazilian producers and exporters of FCOJ, 1/ who alleged
that the major freeze in Florida in December 1983 and the subsequent decline
in the 1983/84 Florida crop, as well as the surge in demand for Brazilian
juice in light of lowermthaﬁwprojected Brazilian production in 1983/54, are
sufficient factors to warrant a review. 2/

The Commission requested comments from the public regarding the proposed

institution of a review investigation in a notice published in the Federal
Register on June 20, 1984, (49 F.R. 25319). The oﬁly comments received were
those from Florida Citrus Mutual (Mutuél), the ériginal petitioner, in |
opposition to the request.

.Mutual argued that the changed circumstances alleged by the-Brazilian
firms were insufficient to warrant a review, contending thaf.the~long—term
trend in production and exportation of FCOJ from Brazil is unaffected by any
temporary Fluctdations in Brazilian supplies, and that the December 1983
Florida freeze éreated a "near—term" shortage which does not amount to a
"changed circumstance" within the meaning of section 751. 3/

On the basis of the request for review and the comments filed concerning
the request, the Commission instituted investigation No. 751-TA-10 on

August 21, 1984. 4/ Notice of the institution of the Commission's

investigation and of the public hearing to be held in connection therewith

1/ These producers and exporters are Sucocitrico Cutrale, SA; Citrosuco
Paullstd SA; and Cargill Industries, Ltda.

2/ "Petition for a Changed Circumstances Review Under Section 751(b) of the
Tariff Act of 1930 of the Commission's Final Affirmative Threat Determination
in Investigation No 701-TA-184 (Frozen Concentratod Orange Juice From
Brazil)," May 31, 1984,

3/ "Statement of Florida Citrus Mutual in Opposition to the Initiation of a
"Changed Circumstances Review,' July 20, 1984.

4/ Commissioners Eckes and Lodwick dissenting.



was given by posting copies of the notice in the Office of the Secretary,

U.5. International Trade Commission, Washington, DC, and by publishing the

notice in the Federal Register on August 29, 1984 (49 F.R. 34312). The
hearing was held in Washington, DC, on November 5, 1984, and all persons who

requested the opportunity were permitted to appear in person or by counsel.






VIEWS OF COMMISSIONERS ECKES, LODWICK, AND ROHR

On the basis of the recbrd developed in this investigation, we determine
that an industry in. the United States would be threatened with material injury
by reason of subsidized imports of frozen concentrated orange juice from
Brazil if the suspension agreement reached between the Department of Commerce
and the Government of Brazil regarding such merchandise were to be modified or
revoked.:

Based on recent trends in Brazilian production, exports, and changing
conditions in the U.S. market, we predict that revocation of the suspension
-agreement would not have a significant effect on the behavior of foreign
producers, exporters, and importers of Brazilian FCOJ. Consequently, we
predict a continuation of current trends in imports of Brazilian FCOJ, with
the exception of a possible decline in the price of the imports. Brazilian
FCOJ would continue to have a significant and possibly increasing presence in
the U.S. market, and to exert a suppressive effect on prices. Such imports
are pre#umed to be subsidized in the event of revocation. 1In view of the
e#trémely vulnefable condition of the domestic industry, we determine that
'>these predicted levels of subgidized imports would threaten the domestic
indﬁstry with material injury if the suspension agreement were revoked or

modified.

Background

On ‘July 11, 1983, the Commission determined that an industry in the
United States was.threatened with material injury by reason of imports of
frozen concentrated orange juice (FCOJ) which were found by the U.S.

Department of Commerce (Commerce) to be sqbsidized by the Government of
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Brazil. As a result of this determination, the suspension agreement signed by
Commerce and the Government of Brazil on February 24, 1983, pursuant to which
Brazil agreed to offset completely the amount of the net subsidy by means of
an export tax, remained in effect. 1/

on May 31; 1984, the Commission received a request, filed on behalf of
three Brazilian producers and exporters of FCOJ, pursuant to section 751(b) of
the Tariff Act of 1930, 2/ to review its affirmative injury determination in
light of changed circumstancés. 3/ 1In respénse to its request for comments
from the public concerning the proposed institution of a section 751
investigation, the Commission received a submission from Florida Citrus Mutual
(FCM), petitioner in the original investigation, opposing institution. On
August 21, 1984, the Commission determined to institute the instant

investigation. 49 Fed. Reg. 34312 (1984). 4/

I. Introduction

The purpoée of section 751 is to provide an opportunity for the review of
affirmative title VII determinations. Section 751(b) providesia mechanism
through which outstanding antidumping or countervailing duty (CVD) orders (or,

as in this case, a suspension agreement agreed to in lieu of such an order)

1/ See Frozen Concentrated Orange Juice from Brazil, Inv. No. 701-TA-184
(Final), USITC Pub. 1406 at A-1-A-2 (1983) for a discussion of the procedural
history.

2/ 19 U.S.C. § 1675(b). .

3/ The petition alleged that the major freeze in Florida in December 1983
and the subsequent decline in the 1983/84 Florida crop, as well as the surge
in demand for Brazilian 1983/84 crop juice in light of lower than projected
Brazilian production, constituted changed circumstances sufficient to warrant
review.

' 4/ Commissioners Eckes and Lodwick dissented from this determination. See
CO59-H-040, dated Aug. 17, 1984.



" may be revoked if the Commission determines that‘such‘revocation will not
result in material 1nJury or the threat thereof to the domestic 1ndustry. 5/
" Section 751(b) prov1des only that the Comm1s51on shall "reV1ew" its

determinations. It does not prOV1de any expl1c1t standard for the

'

Commission's determination in th1s rev1ew 1nvest13ation Rather, the
Commission has prov1ded such standard in 1ts rules 6/ In prev1ous

1nvestigat10ns the Comm1s51on has concluded that 1t is appropriate to:
consider the relevant facts and c1rcumstances as fhey
currently exist, assess the intentions of the. exporters and
importers as to the prospective revocation or modification
of the order, and project those.factors into the future, to
determine whether an 1ndustry in the United States would
suffer material injury, or the threat thereof, or whether
the establishment of an industry would be materially i
retarded, . . . . 7/

" The determination the Commission must make in a section 751 investigation

differs from that in other t1tle VII cases in that 1t 1s.ent1rely prospective
‘and predictive. In a section 701 or section 73l 1nvestigation, the Commission
determines whether a domestic 1ndustry is materially 1nJured or threatened
with mater1al’1n3ury by reason of dumped or sub51d1zed 1mports. Section 751
determinations require the‘gommission_to predict the impact:of revocation of

4

Y

5/ Section 751(a), which is adnlnistered by Commerce, provides. for the °
revocation of dumping or CVD orders.if the dumping or subsidization is no
longer occurring. . .

6/ 19 C.F.R. § 207.45(a) provides in pertinent part: e

the Commission shall institute an 1nvestigation to

determine . . . whether an industry in the United States:

would be materially 1nJured or would be threatened with:

‘material injury, . . . by reason of imports of the

merchandise covered by the forder]. ‘ . .

1/ Telev1S1on Receiving Sets from Japan, Inv. No. 751 TA—Z USITC Pub. 1153

at 7 (1981), reversed on other grounds, Matsushita Electric .Industrial Co.,
Ltd. v. United States, 569 .F. Supp. 853 (Ct. Int'l Trade 1983), reh. denied,
573 F. Supp. 122 (Ct. Int'l Trade 1983), reversed, Nos: 84-693 and 84-694,
slip op. (Fed. Cir. Dec. 13, 1984). '




an existing CVD or antidumping duty order (or, as in this case, a suspension

agreement reached in lieu of such an order) on imports, and then determine

whether the domestic industry would be materially injured or threatened with

material injury by reason of those imports. 8/

The Court of Appeals for the Federal Circuit recently commented on the
“inherently predictive nature of a review investigation":

In no case will the Commission ever be able to rely on
concrete evidence establishing that, in the future, certain
events will occur upon revocation of an antidumping order.
Rather, the Commission must assess, based on currently
available evidence and on logical assumptions and
extrapolations flowing from that evidence, the likely
effect of revocation of the antidumping order on the
behavior of the importers. (Emphasis in original). 9/

Congress has recently had occasion to address the question of the legal
standards applicable to section 751 investigations. 10/ The Trade and Tariff
Act of 1984 (the 1984 Act) amends section 751(b) to require that “the party
seeking revocation of an antidumping order shali have the burden of persuasion

with respect to whether there are changed circumstances sufficient to warrant

revocation of the antidumping order.” Pub. L. 98-573, § 611{a)(2)(B)(iii)

8/ Commissioner Rohr notes, for purposes of clarification, that the methods
used to analyze how imports impact upon the domestic industry does not differ
substantially in a section 751 investigation. The essential difference
between a section 751 and section 701 and 731 investigations is that in a
section 751 the imports whose impact is being assessed are future imports as
affected by the revocation.

9/ Matsushita, supra, slip op. at 15-16.

10/ Commissioner Rohr notes that the legal standards for section 751
investigations in the Trade and Tariff Act of 1984 do not, because of the
effective date of that legislation, apply to this investigation. He reserves
his opinion on the application of those standards until they are presented in
an appropriate case. Similarly, the decision of the Court of Appeals in the
Matsushita case technically does not apply since that decision was reached
after our decision was made in this case. He notes, however, that the
decision in this case does not depend upon the allocation of "burdens of
persuasion” but rather on a weighing of evidence that was submitted by the
parties.



'(Oct. 30, 1984) (emphasis added). 11/ Prior to the enactment of this section,
the Court of In£ernational Trade had suggested that the burden of persuasion
was on the domestic industry. Matsushita, supra, 569 F. Supp. at 860.

'The Conference Report accompanying the 1984 Act indicates that Congress
bélieved‘natsushita to have been wrongly decided and intended to overrule it.
H.R.ZRep. No. 1156, 98th Cong., 2d Sess. 182. The Report distinguishes
between a burden of proof and a'burden of persuasion. We believe that the
bﬁfdéﬁ the new provision places upon a pe£itioner is basicaily that of
producing all the evidenée within its control that is relevant to the subject
matter of the>investigation. This does not relieve the Commission of the
obligation to conduct a thorough investigation. However, should a petitioner
fail to providexi&formation on matters within its control, it is reasonable to
assume that the information would not be favorable to their position, and the
Commission may draw an adverse inference from the failure to provide it. We
interpret the "burden of persuasion" provision of the 1984 Act to support the
conclusion‘that the failure of a petitioner to come forward with information

in support of its position justifies a determination that revocation of the

11/ This provision is technically not applicable to the instant
investigation, which was instituted prior to the effective date of the 1984
_Act. Moreover, the provision, by its terms, applies only to section 751
investigations of antidumping orders. Nonetheless, the Commission has taken
cognizance of the intent of Congress, and makes its determination in light of
the new provision. The parties to this investigation had the opportunity to
express their views in both the hearing and written submissions regarding the
applicability and their interpretation of this provision.

The new provision does refer specifically, and exclusively, to section
751 investigations of antidumping orders; this may be because the instant
investigation is the first section 751 investigation involving a CVD order.
There is no apparent policy reason why Congress would have chosen deliberately
to differentiate between antidumping and CVD investigations in this regard.
In addition, the Conference Report suggests that Congress concentrated on
section 751 investigations of antidumping orders because of its concern with
the Court of International Trade's decision in Matsushita, which involved an
antidumping determination.
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order would cause material injury or the threat thereof to the domestic
industry. 12/

Petitioners in the instant investigation have provided the Commission
with evidence in support of their position. Thus, the Commission does not
need to base its determination on an allocation of burdens, but instead can
rely on a weighing of the evidence of record.

This interpretation of the law is also consistent with the view of the
Court of Appeals for the Federal Circuit in reversing the Court of
International Trade's decision in Matsushita. The court stated:

Further, we do not agree that a review investigation bégins
on a clean slate just as though it were an original
investigation to determine whether an antidumping order
should be put into effect. The applicable regulation, 19
C.F.R. § 207.45(a), correctly provides that in a review
investigation the Commission must be persuaded that an
existing order could be modified or revoked without
material injury to the U.S. industry. (Emphasis in
original) (footnote omitted). 13/

Thus, the Commission in a section 751 investigation must predict the
effect on imports of revocation of the outstanding order or suspension
agreement. This entails predicting the behavior of foreign producers,
exporters, or importers in the event of revocation, and forecasting the
effects of their actions on imports of the product under investigation. Then
the Commission.must forecast whether imports, as affected by the revocation,

would cause material injury or the threat thereof to the domestic industry,

given its current condition.

12/ This interpretation is consistent with the analysis of the Court of
- Appeals for the Federal Circuit in Atlantic Sugar, Ltd. v. United States, 744
F.2d 1556 (Fed. Cir. 1984), intérpreting the "best information available"
provision, 19 U.S.C. §1677e(b). The court there noted, "[n]oncooperation by
parties or other persons may, in the absence of ITC time to pursue judicial
compliance, be penalized . . . by the ITC's mandatory use of whatever other
best information it may have available.” 1Id. at 1560.

13/ Matsushita, supra, slip op. at 13-14.
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II. Like product and domestic industry

In both its preliminary and final détefminations in'the original CVD

. investigation, 14/ the Commission conc¢luded that the appropriate domestic
.industry included both growers of round oranges and'processors'invdlved in the
production of fCOJ.',Both parties to the instant investigation have proeeéded
on the assumption that the Commission would continue so*to define’ the domestic
industry. -Petitioners, however, have suggested”that’ihe“Coﬁm{ssibn‘reeianine
tne "automatic inclusion of round orange growers" in the domestic industry,
based on the Wine Equity and Export-Expansion Act of 1984. We ‘conclude that
the factors which led us to define' the doméstic industry in the originai
investigations as-including both gréwers of round oranges and brodesébrs of
FCOJ have remained unchanged. 15/ ‘We therefore have adopted that definition

in-this investigation. 16/ -

T4 e

14/ Frozen Concentrated Orange Juice from Brazil, Inv. No. 701-TA-184
- (Preliminary), USITC. Pub. 1283 (1982) and (Final), USITC Pub: ‘1406 (1983)

15/ There is nothing in the Wine Equity Act which would mandate a different
result in this investigation. The wine'Equity Act ‘was Congress' ‘response to
the partlcular situation involving grape growers and the W1ne 1ndustry, and
does not, in our opinion, reflect dissatisfaction on the part of Congress with
the Commission's domestic industry analysis in general. )

16/ We have considered whether this case presents appropriate circumstances
for the application of the related part1es prov1s1on of tltle VII 19 U S.C.

§ 1677(4)(B).

In the instant 1nvestlgat10n. analysxs of the related parties issue is
complicated by the fact that since most of the domestic processors 1mport ‘the
Brazilian product, their exclusion would leave a domestic industry almost
entirely composed of growers. The exclusion of related domestic producers
would thus not only skew the economic data, but also the definition of the
domestic industry. 1In addition,: it does not appear that processors have =
imported FCOJ from Brazil in order to benefit from the subsidies found to
exist or to shield themselves from domestic competition. While some °°
processors may import FCOJ from Brazil regularly in order to reduce their
- cosls, most processors import FCOJ from Brazil in order to blend for quality,
and when necessary to supplement domestic supplies, for instance after
crop-damaging freezes such as have occurred in three of the past flve years.
The record in this investigation does not indicate that the financial position,
of domestic producers who also import FCOJ from Brazil is any different from
that of those who import less or no FCOJ. We therefore conclude that
appropriate circumstances for the exclusion of domestic companies which also
import FCOJ from Brazil do not exist. ‘
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Condition of the domestic industry

The condition of the domestic FCOJ industry has declined over the périod
under investigation, due in large part to the effects of back-to-back freezes
in the 1980/81 and 1981/82 Florida crop years, 17/ and the severe Christmas
1983 freeze. Florida growers account for 85-90 percent of the oranges used in
processing, and almost all of the Florida crop is used in producing FCOJ. 18/
Thus, Florida production trends provide an accurate measure of overall trends
in the domestic industrf,

The Florida réund orange crop has declined steadily, Qith the exception
of 1982/83, since the record crop of 1979/80. 19/ The 1985/84 crop of 109.1
million boﬁes was the smallest since 1967/68. Despite glbomy predictions of
the continuing effects of the Christmas 1983 freeze, the 1984/85 crop is
forecast té improve s&mewhat to 119.0 million boxes. Production of oranges
Anormally does not recover fully to prefreeze levels until three to five years
after a freeze. The current situation, with freezes in tﬁree out of the past
four crop years, including the exceptionally severe 1983 fréeée, is
unprecedented, énd ha§ left the growers of round oranges in an extremely
" vulnerable situation.

Production of FCOJ from the Florida crop has followed a similar trend,
with production decliniﬁg from 1,012.9 million gallons single strength
equivalent (s.s.e.) in 1979/80, to 538.4 million gallons s.s.e. in 1981/82,
following two successive freezes. 20/ Production improved in 1982/83,

following a successful growing season, to 684.9 million gallons s.s.e.

17/ The Florida crop year runs from December 1 through November 30 of the
following year.

18/ Report of the Commission (Report) at A-7.

19/ 1Id. at A-10-A-11.

20/ 1d4. at A-11.
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‘However, prpduction dropped sharply in 1983/84, following the 1983 Christmas
freéz;,'to.;89.6 million gallons s.s.e. 21/

Domgstic ghipments have paralleled the trends in the round orange crop
and FCOJ production. 22/ U.S. exports have exhibited. an increase overall
since 1979/80, despite a decline between 1980/81 and 1981/82. 23/ Interim
data for the period December-September 1983/84, however, ého& a decline of
7.14 peréent as compared with the corrésﬁondihg period of 1982/83.

Oberating income of 10 U.S. cofporate producers of FCOJ, representing
about 44 percent of the total shipments of the domestic industryf Heclined by
more than 50 percent from 1981 to 1983, and the ratio of operating income to
net sales declined from 8.1 in 1981 to 3.4 in 1983. 24/ One corporation’'s
sales accounted for a large percentage of the net sales of ﬁhe corporationg
providing information to the Commission. That corporation'reported higher
than average bpérating income margins for the period. When that corporation’'s
- data are excluded, the ratio of operating income to net séles is significaﬁtly
-~ lower, showing a negative ratio in 1982 and 1983. 25/

The trend for cooperatives differed slightly, in that the ratio of net

" proceeds resulting from member and non-member sales before income taxes to net
- 'sales dé;lined from 44.8 in 1981 to 39.7 in 1982, and then impréved somewhat
-t§ 42.6 in 1983. 26/ Data for the interim period ending June 30, 1984,

indicates that ratio has declined to 37.7 as compared with 40.0 during the

corresponding period of 1983.

21/ The processing year generally runs from September through June, with the
main season beginning in December. Thus, the 1983/84 crop can be expected t
have been processed by Sept. 30, 1984. 1Id. at A-11.

22/ 1d. at A-12.

23/ 1d. at A-13.

24/ 1d. at A-15.

25/ 1d. at A-16.

26/ 1d. at A-15. The four cooperatives account for about 19 percent of
shipments. :
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The domestic industry is clearly suffering from the effects of the
unprecedented adverse growing conditions during three of the past four growing

seasons. The industry has not been able to recover to previous performance

levels and is vulnerable to competition from subsidized imports.

I1I. Likely;effect of revocation on_imports

In section 751 investigations of antidumping determinations, the
Commission is required to assume that less than fair jalue sales will continue
or resume if the antidumping duty order is revoked. Matsushita, supra, 569
F. Supp. at 856. A similar assumption is required in the case of a section
751 investigation of a CVD determination. The Comﬁission has ﬂo authority to
change the existing determination of Commerce that subsidization exists.
Similarly, the amoﬁnt of subsidization is determined by Commercé, and the
Commission has no authdrity to review that determinaﬁion or make findings as
to the present amount of the subsidies granted. Therefore, the Commission is
required to assume, in this investigation that subsidy practices will continue

if the suspension agreement is revoked. 27/

27/ Respondent FCM has argued that the Commission need not limit this
assumption to the conclusion that resumed subsidized sales will be at the same
level previously found to exist. FCM suggests that the Commission consider
whether the Government of Brazil has the ability and intent to subsidize at a
higher rate in making its predictions of the effect of revocation on the
domestic industry. 1In addition, FCM argues that the overall regime of
government control over Brazilian FCOJ production, including export price
conltrols, export quotas, and minimum grower prices, intended to ensure the
long-term growth of the export-oriented FCOJ industry, should be factored into
the Commission's analysis. While the Commission may consider the nature of
the subsidy, as indicated above, the Commission cannot make an independent
evaluation of the existence or amount of any subsidies granted, Such

- determinations are solely the responsibility of Commerce. Thus, in making our

predictions, we have assumed that subsidies of 3.51 percent, the level
currently being offset by an export tax pursuant to the suspension agreement
signed by. Commerce and the Brazilian government, will continue if the
suspension agreement is revoked.
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- In_previous section. 751 investigation$; 'the Commission has considered a
number of faétqrs«in making its- predictions'of the impact of revocation on the
bebgv@pr of foreign producers, ‘exporters.and importers,.-and the consequent
effect on imports entering the U:S. market.  Among the factors which the
Commission hasiconsidered,in previous investigations are: ’capacity -
utilization; supplies of the product; sha;é~of-thé:u.s. market; marketing
network and strategy; .conditions in .the U.S. market; corporate planning;
LabiLity“qf.the fqreign prqduéer to respond rapidly to shifts-in U.S. demand;
pgrfopmange %n other export markets; past behavior; and the intentions of the
foreign producer, exporter, or importer. 28/ K

..The, volume of imports of FCOJ from Brazil ‘has increased rapidly during
the period under investigation, 29/- Traditional measures of ‘market share,
i.e.,_the.ggtio of imports to apparentqu.s:'consﬁmption, are - less meaningful
in this industry, since most imported FCOJ is used:at: the frocessor level for
blendipggyith_domestic FCOJ. Some of, the resulting blended FGCOJ is
subsequently. exported, and it-is.not possible to determine’ the proportion of
importeg;FCQJ,which is.present in. -the blend—énd re-exported. As a ratio’ of
toLal;avai%able.FCOJf(U;s..production,plus imports plus carryover stock);’
imports from Brazil have increased from 7.8:percent in 1979/80 to 27.3 percent
in 1982/83. If is estimated .that -imports will constitute 46 percent ‘of total

available FCOJ in 1983/84. 30/ Also significant, the.ratio .of . imports from

28/ The Court of Inteérnational Trade has noted that "[t]he judgment of
present 1ntent10ns is..a proper, and possibly controlling element of a [section
751] review by the '1TC." Matsushita, supra, 569 F. Supp. at 857, c1t1ng Clty
Lumber Co. v. United States, 457 F.2d 991 (CCPA 1972).

29/ It is noted that imports from Brazil decreased slightly from 1981/82 to
1982/83. Report at A-21, Table 12.

30/ Id. at A-23-A-24.
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Brazil to FCOJ production from the Florida orange crop increased from 9.9
percent in 1979/80 to an estimated 95.3 percent in 19837/84. 31/

Brazilian producers of FCOJ have both the capacity and incentives to
continue their exports and increase their market share in the United States.
Brazilian production of FCOJ declined from 816 million gallons s.s.e. in
1981/82 to 707 million gallons s.s.e. in 1983/84. However. the U.S.
Department of Agriculture now ppedicts a dramaiic increase in Brazilian
production in 1984/85, to 954 million gallons s.s.e. 32/ Exports followed a
similar trend, and are expected to be 933 million gallon# s.s.e. in 1984/85,
gs compared with 813 million gallons s.s.e. in 1983/84. 33/

Estimated inventories of Brazilian FCOJ in bonded wafehbuées in the
Uniled States are at tﬁe highest level on recbrd, 195 million gallons s.s.e.,
fgr the interim period December-September 1983/84. 34/ This interim figure
already exceeds the previous record high level set in 1980/81 of 185 million
gallons s.s.e. The Brazilians have not traditionally maintained large
cartryover stocks in inventory in Brazil, preferring to keép only the
relatively smali amounts necessary for blending with the following year's
" crop. Brazilian carryover stocks at the end of the 1983/84 crop year are
predicted to be only 14 million gallons s.s.e. 35/ Since Brazilian
consumption of FCOJ is minimal 36/, the Brazilians are expected to export over

800 million gallons s.s.e. in 1983/84.

"31/ 1d. at A-2a. ‘

32/ 1d. at A-9, A-33, Table 19. Estimates for the 1985/86 crop year predict
a further increase to 958 million gallons.

33/ 1d. at A-33.

34/ 1d. at A-32.

35/ 1d. at A-33.

36/ 1d. at A-9,.
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The United States'’ historical share of Brazilian exports has been
;ppr;xim;tely one-half. By contrast, Brazilian exports to its second largest
mg;ket,:Eupope, have declined by 11 percent since 1981, accounting for 34
percent of tota; exports in 1983. Based on the foregoing, we predict that
gppyq*imately’one—half of Brazil's 1983/84 exports will continue to be
.dirgéted at the_U.S. market, to add to the already record high inventory
levels. “

An additional factor we note is that Brazi;ian orange juice.is priced and
sold in U.S. dollafs. The United State; is Brazil's largest export market,
acgqunting for 48 percent of totgl exports in 198}/83. 37/ The Brazilian
minimgm exﬁort price requires a certain amount of hgrdlcurrency, earngd from
thg gale of FCOJ, to be repatriated to Brazil. 38/ Current economic
Qpnditiéns, particularly the strength of the dollar abroad, will continue to
m;ke the United States increasingly attractive as a source of dollar earnings.

'Petitioners have argued that Brazilian imports serve to supplement
domestic supplies which have been negatively affected in three of the past
four crop ygars:by adverse weathe; conditions in Florida. While it appears to
" be trué thaé{‘in the past, Brazil has served_prima:;ly as a supplementary
source of ;upply to the U.S. market, this pattern appears to be changing. 39/
Tpe'anestig industry does not now have the capacity of filling the entire
Upsfddemand for FCOJ. Thus, imports from Bqazil have become an integral part
of the U.Sl»market for FCOJ. In.addition, the export oriented FCOJ industry

is clearly important to the Brazilian economy, as indicated by the degree of

37/ 1d. at A-34.

38/ Id. at A-29.

39/ Moreover, the fact of being a supplementary source of supply does not
eliminate the possibility of imports causing or threatening material injury to
the domestic industry.
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government involvement and control, including export price controls, exports
quotas, and minimum grower prices, intended to ensure the long-term growth of
the Brazilian FCOJ industry. 40/ Brazil is the world's largest producer of
FCOJ, with an abundance of fresh oranges, an ability to increase orange
production, and‘an efficient processing sector with modern equipment. 41/ We
thercfore consider it unlikely that the Brazilians would be willing to allow
imports to the U.S. market to decline significantly even in the face of
recovering domestic productidn. The high 1éve1s of imports froﬁ Brazil, and
the importance of the U.S. market, undermine the argument that Brazilian
producers will be content in the future to merely supplemeﬁt u.s. préduction
when needed. Ho:eovgr, we are unwilling to assume that the attitudes and
intentions of Brazilian producers towards the U.S. market are the same now
that Brazilian FCOJ has become such a major factér in the U.S. market, as they
were previously, when Brazilian imports were far less significant.

Recent shifts in marketing patterns in the United States support the
prospect of a continued significant Braziliap presence. in the U.S.
market. 42/ "Chilled" orange juice, which is predominantly produced from
reconstituted FCOJ, igllis the most rapidly growing sector of the market. 1In
recent years, "chilled" juice has generally been a blend of the imported
product and tﬁ; domestic product. Recent changes in import.paﬁterns suggest
there is a possibility that domestic FCOJ will be increasingly displaced by

the Brazilian FCOJ in the production of "chilled"” orange juice. Imports into

40/ See testimony of Dulio Bento, Transcript of the Hearing (Tr.) at 103-06
" and Exhibit B to Pre-hearing Brief on behalf of ABBRASUCOS for a description
of Lhe regulatory programs involving the FCOJ industry in Brazil.

41/ Report at. A-9. '

42/ 1d. at A-22. . . :

43/ "Chilled” juice may also be freshly squeezed or produced from frozen
single strength juice.
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areas outside of Florida, including ports segving the ﬁor;hea;t, have
increased siénif;cantli. 55/? The:Noptheastérn'Qnitgd States is the major
consuming area for orange juiée. 45/ Much of the imports entered:through
non- Florida ports is consumed by reconstituters and repackérs iﬁ éhe
production of Qchilled”3oraﬁge juice. Available data iﬁdicaée that Brazilian
FCOJ is -already underselling the domestic product, providing an incentive for
these réconstituters and repackers to purChase'impofts from Braiil. Ag/ If
‘the price of Brazilian FCOJ &eclihes, increased imports could disblace.Flofida
production ‘in this growing segment of the market. Increased storage capacity
outside of Florida, at bulk terminal points, also increases £ﬁe ability of
:Brazilian imports to suppress the U.S. price. 47/ The ihcfeasing trend of
imports- to.-facilities outside ot Florida underiines the changing role of
imports from Brazil in the U.S. market. Purchasers of these impbrﬁélare
increasingly independent of Florida crop production. Thus, it is iﬁéreasingly
unlikely that imports ‘will follow historical patterns and decliné if Florida
production incéeases.

The "Court of Appeals for the Federal Circuit, in réveréing the Court of
Inlernational Trade' decision in Matsushita, stated:

. Since the importers chose not to provide any direct

evidence on their intent, the Commission had no choice but
to rely on circumstantial evidence from which to infer

44/ Report at A-22. The proportion of imports of Brazilian FCOJ entered
through Florida ports has declined from 80 percent in 1979 to 64 percent in
1983.

45/ Tr. at 37.

46/ Report at A-29.

47/:1t is alleged that at least one major storage fac111ty is owned by
Citrosuco, one of the major Brazilian producers of FCOJ. Tr. at 26. See also
id. at 30. Blending facilities are available for the use of local producers
at Lhese storage facilities. Because these storage facilities are so new, we
do not have significant data on which to determine the level of use of these
facilities.
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likely intent, namely, production capacity, domestic and
foreign demand, and incentives or motivations to increase
imports. Such factors are always relevant and, indeed, may
be more reliable than self-serving declarations. (Emphasis
added). 48/

Thus, in this investigation, data on production trends in Brazil, cqupled with
the inventory levels ;n the United States and the obvious importance of the
U.Ss. markeéi provide reliable and persuasive evidence regarding Brazilian
incentivésvtg continue imports. Further, Brazilian imports are taking
advantage of more direct agcess-to major U.S. marke@s via pecently developed
storage and blendiﬁg facilities in the Northeast. The motivation for the.
Brazilian government to contipue and expand the presence'pf these imports is
apparent. .The ?nternaticnal financial position of Brazillﬁakes it imperative
that.these'exports continue if not increase, and earn foréign exchange for
debt pepaxments. .

With this analytical framework in mind. we can make certain projections
cochrning future imports in the event of revocation of‘the suspension

agreement regarding Brazilian FCOJ. As noted ébove, we are required to assume

that future:impbrts of FCOJ from Brazil, whatever their volume or price, will

- be subsidized.

In our projection we assume that revocatipn‘of the suspension agreement
will not cause Brazilian impottebs‘to change their current behaQior towards
the U.S. market. 1In this event, we would predict the continuation of current
import'trénds.:'The'lévél of §ubsidization offset by the export tax is small
andfdoes not appear to have had a measurable effect on the price of Brazilian
FCOJ in the U.S. market or in the volume qf Brazilian FCOJ'Qkported to the

U.S. market.

48/ Matsushita, supra, slip op. at 16.
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Revocation of the suspension agreement is likely to be absorhed by
Brazilién pro&ucers rather than passed on in the form of lower prices. The
amount éf'the subsidy, and hence the amount of the export tax imposed pursuant
to a suspension agreement, is determined by the policies of the government of
the country in which the imports originate. 49/ 1In these circumstance;,
revocationAof the s;spension agreement is less likely to be fol}owed by an
adjustmeﬁt of U.S. prices, as the Brazilian producers are equally likely to
simply absorb as additional profit the amount of the duty (or in this
instance, the export tax) no longer paid. Nevertheless we predict that
VABrézllian'producefs, in the face of large and groﬁing FCbJ production and the
‘lack of siénifiéant growth in other markets for this pfoduction, will attempt
to maintain or increase their current levels of exports to the ﬁnited States.

The importance of Brazilian FCOJ as an integral (as opposed to supplemental)

- 'part of the U.S. market will make this increasingly possible. Further,

‘imports of Brazilian FCOJ, in light of inventofy Ie?els and projected
Brazilian production, are likely to have a significant price suppressive
effect on the U;S. price of FCOJ.

Further, we have considered the possibility that revocation of the
suépehsion agreement would result in a lower U.S. price for Brazilian FCOJ.

This projection assumes that the Braziliaﬁ producefs would pass through the

49/ Thus, the amount of duty paid is not affected by pricing. Hence, the
amount of duty must be either absorbed as a cost or passed on to customers
through an increase in price. )

Commissioner Rohr notes that the theoretical assumptions about the
pricing effect of antidumping and CVD orders are not relevant to his decision
in this case. While it may be possible after the consideration of the facts
‘and circumstances of a particular case to determine the price effects of such
orders, a priori assumptions are unwarranted. He further notes that in this
case he has made both assumptions, in alternate scenarios, and his prediction
of Lhe impact of subsidized imports in both scenarios is the same.
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savings caused by revocation of the suspension agreement in the form of lower
prlceé to the United States. Econometric models developed by the Commission
estimate that the consequences of a decline in the price of Brazilian FCOJ
would be an increase in imports from Brazil, and would have a price
suppressive effect on domestic FCOJ. 50/ These effects would be in addition
to those resulting from the continued significant presence of Brazilian

impovts'in the U.S. market.

IV. Effect of imports on the domestic industry

Having considered the condition of the domestic industry and determihed
the impact revocation of the suspension agreement will have on:imports of the
product under‘investigation, the Commission must determine whefﬁer material
injury or the threat thereof would be caused by those imports; This
determination requires the Commission to determine the ability of the domeéfic
industry to withstand the impact of subsidized imports that would enter the
U.S. market afier revocation of the suspension agreement. Thus, the
Commission mus£ predict the‘impact of the imports, as affecte&vby the
revocation, on the démestic industry's productive capacity, capacity
-utlllzation, shipments, inventories, employment, exports, and profitability.

Under either of our alternative projections of imports from Brazil in the
event of revocation, we cannot conclude that those imports would cause
material injury to the domestic industry. However, we are persuaded that

imports from Brazil would continue to have a significant presence in the U.S.

50/ We note that this projection is based on models reflecting the historical
patlerns of Brazilian imports as supplemental to U.S. production. We have
concluded that this role has changed, and that Brazilian imports are an
integral .part of the U.S. market. Thus, the effect of the price decline is
likely to be understated. ) .
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market:. ‘In the event of'ﬁéVSdation;*thdgérSJbgf&igéaiiﬁp655§:wédf& threaten
" the. domestic industry ‘with material ‘injuty.
Florida growérs haVe‘aTEéady”éoﬁﬁftféd tesources £o gépiﬁhgfng;ahgvi
- rebuilding groves damaged ‘by’ the recent fteeiéslfjihﬁobfg;gfiﬁﬁéiif{;ﬁ'%aOJ
- are already undeérselling thé domestic” product. Tﬁéilfkéiy*ébﬁnégéé%;geééﬁre
. on. prices exerted 'by subsidized imports hﬁﬁld’1eé&'%d‘iSwggégﬁféVé;uesJég,
growers, already sufferihg ffomrthé“éffécié'of'dﬁbfegéaéﬂiéd>%édjéééthéf:“
Increasing imports, paftiéuléri&’iF”pfihés.félll’Qdﬁid éiaééﬂ;”
disproportionate burden on cooperatives, which must puréﬁéé;mﬁémserhéréﬁé;s'
fruit regardless of the price of available alternatives. Corporations have
somewhat greater flexibility in limiting their domestic purchases under
parlicipation plans, thus taking advantage of lower priced imports.

The nature of an agricultural industry such as that under consideration
here renders it vulnerable to thezvagaries of weather and other growing
conditions. Freezes are an accepted fact in the domestic FCOJ industry, as is
the cxpectation that the industry will recover from the freeze. However, if
imports act to hinder or prevent the industry's recovery, we conclude that
this would be injury to the industry. Such injury would not manifest itself
immediately upon revocation of the suspension, but would begin to be apparent
in subsequent ;rop years as the opporﬁunity for recovery slips by, and the
industry is unable fully to recover.

In the event of revocation, imports must be assumed to be subsidized, and
we must concentrate our analysis on the effects of the subsidized imports, not
- the effect of the subsidies or the revocation alone. Assuming that revocation

had no effect on the price or volume of such imports, if current trends of

Brazilian imports continued unchanged by revocation of the suspension
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agreement, those subsidized imports would threaten the domestic industry with
malerial injury. 1If there were a decline in the price of Brazilian imports of
FCOJ in response to revocation of the suspension agreement, based on the
econometric models developed during the course of this investigation, we would
anlicipate a revenue loss to the domestic industry. Again, given its current
vulnerable condition. the industry would be thregtened with material injury.
Thus, we conclude that the domestic industry would be threatened with material
injury ﬁy reason of impgvté of FCOJ from Braiil if the suspension agreement

wérc to be revoked.
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VIEWS OF CHAIRWOMAN PAULA STERN

- Summary

I have determined that the removal of the 3.51 percent tax
on'impbrts of frozen concentrated orange juice (FCOJ) from

Brazil (imposed by the Brazilian government as a result of a

.suspension agréement) would have little, if any, effect on the

U.S. volume -of these imports. Removal of the countervailingA

duty order would be inikely to cause material injury or

.threaten material injury to the domestic industry.

The economic health of the FCOJ industry is highly
sensitive to winter weather conditionSjin Florida where a
substantial majority of all round oranges are grown. In three
of the past four crop years, the industry has suffered from’
freezes.' As a result of the worst of these récent freezes,
which occurred in December 1983, output of round oranges in the
1983/1984: crop year fell to just slightly more than one half of
the level recorded in the peak crop year of 1979/80.

To minimize the damage caused by these freezes, processors
have been forced to purchase record amounts of Brazilian FCOJ.
Nearly all of the domestic processors--many of them growérs as
well--are also importers of FCOJ. The imports have prqvided
the domestic industry with a supplementary source of FCOJ at a
reasonable cost, and haVe prevented consumers from switching to

alternate products. 1Instead of injuring the domestic industry,

' Brazilian FCOJ has repeatedly provided a buffer for the

domestic producers against what would have been the disastrous

impact of freezes during recent seasons.



26

Because of the severe damage to orange trees due to last
year's freeze, imports aré likely to remain at a high level
during the 1984/85 crop year. However, unless additional
freezes occur, imports are likely to decline significantly in
future years as production of round oranges recovers to more
normal levels,

I considered de gggg the record of the present review
investigation. I do note that I_concluded my negative final
determination in the original July 1983 case with the
observation: "If imports increase the record indi¢ates that it
will most likély be in response to a Florida freeze, Long term
weather forecasting is at best-speCulative and . . . the
imports in response to Florida freezesAare.not é cause of
material injury to the domestic FCOJ  industry." 1/ The record

of the currént investigation has confirmed that jddgment.

Statutory Standard

The purpose'of section 751 is to proviae an opportunity
for the review of affirmative title VII determinétions.
Section 751 (b) prdvides a mechanism through which outstanding
antidumping or countervailing duty (CVD) orders (or, as in this
casg; a suspension agreement.agfeed to in lieu of such an
order) may'be revoked if such revocation will not result in

material injury or the threat thereof to the domestic industry.

1/ See Frozen Concentrated Orange Juice from Brazil, Inv. No.
701-TA-184 (Final), USITC Pub., 1406, July 1983, "vViews of
Commissioner Stern" at 30.
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The deterhination that the Commission must make in a
section 751 iuvestigation differs from that in other title VII
cases in that it is entirely prospective and predictive.
Instead of '‘determining whether a domestic industry is
materially injured or threatened with material injury‘by reason
of duhped or subsidizedvimports; section 751 determinations
assume that the ex1st1ng CVD or antidumping order is currently
eliminating any unfairness that preViously has been found to
ex1st Therefore, the Comm1351on is required to predict the
1mpact of the revocation of that order on the domestic industry.

The ana1y51s required in a 751 investigation involves two
steps. First, the commission must forecast tue likely effect
'of-revoking'the order or suspension agreement oh imports of the
product under 1nvestigation. This requires a prediction of the
likely behav1or of foreign producers, exporters or importers in
response to the revocation. Second, .the Commission must
forecast whether those effects would cause material injury or
the threat thereof to the domestic industry. Before proceeding
with this analysis, it is important to define clearly the

domestic industry and to examine its current economic condition.

Definition of the domestic industry

| The term 1ndustry is defined in section 771(4)(A) of the
Tariff Act of 1930 as "the domestic producers as a whole of a
like product, or those ‘producers whose collective output of the

like product constitutes a major proportion of the total
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domestic production of that product.” 2/ The term "like
vroduct" is defined in section 771(10) as "a product which is
like, or in the absence of like, most similar in
characteristics and uses with, the afticle subjéct to an
investigation. L 3/ |

The imported prbduct'under.investigatidn is FCOJ from
Brazil. DomeStié FCOJ is.virtually the same as thé.imported
product. Both_Braziiian and domestic FCOJ are produced from
“"round" oranges, as distinguished from eating oranges} FCOJ is
also distinct from both fresh and canned orange juice. In
‘accordance with the Commission's previous inveStigatioh, I
therefore define the like product to includé only frozen
concentrated drange juice and td exclude eating oranges, fresh
‘orange juice, and canned orange juice. 4/ '

In agricultutal product cases, defining'thé ddmestic
industry presents a particular problem. Congress'foresaw the
special problems of agricultural industry definition when it
:gave'the commission aﬁthority tb consider including both

growers and producers in one industry. 5/

2/ 19 U.S.C. Sec. 1677(4)(A).
3/ 19 U.S.C. Sec. 1677(10).
4/ Frozen Concentrated Orange Juice from Brazil, Inv. No.
701-TA-184 (Final), USITC Pub. No. 1066 (1983).
5/ The Senate Finance Comm. stated in the ‘Committee report on
the Trade Agreements Act of 1979: ‘
Because of the special nature of agrlculture, . .
special problems exist in determining whether an
agricultural industry is materially injured. For example,
in the livestock sector, certain factors relatinyg to the
state of a particular industry within that sector may
appear to indicate a favorable situation for that industry
when in fact the opposite is true. Thus, gross sales and
employment in the industry producing beef could be
increasing at a time when economic loss is occurring, i.e,
cattle nerds are being liquidated because prices make the
maintenance of the herds unprofitable. S. Rept. No. 249,
96th Cong., lst Sess. 88 (1979).
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~ 'The Commission, however, has not always seen fit to

includelthe‘growers as members of the domestic industry.
Commissidn precedent for processed agricultural products has
followed two lines of cases, one including only processors, and
the'qthep including the grower as well as the processor.

The Cémmission has defined the industry to include only
processors when the agricultural product can be sold in more
“than one market. 6/ When the agricultural product enters a
'siqgle; continuous line of production résulting_in one end
'-produét;~the Commissidn has found a highly integrated industry
to inciude both growers and processors. 7/ 1In neither
approaqh; however;_has the Commission viewed the domestic
industry as only the growers -of a processed agricultural
.productkibecauseJthe raw product of the grower is not "like"
Epe p?pcessed product.

.‘ -in<the'present case, the majority of round oranges is used
soleiy in the single, continuous line of production of one end
product, FCOJ. The high level of interlocking ownership in the

industry, evidenced by grower-owned cooperatives and

" 6/ Frozen French Fried Potatoes from Canada, Inv. No.
731-TA-93 (Preliminary), USITC Pub No. 1259 (1982). Instant
Potato Granules from Canada, Inv, No. AAl1921-97, USITC Pub. No.
509 (1972). Ccanned Hams and Shoulders from Belgium, Denmark,
the Federal Republic of Germany, France, Ireland, Italy,
Luxembourg, the Netherlands and the United Kingdom, Inv. No.
701-TA-31-39 (Final), USITC Pub. No. 1082 (1980). Mushrooms,
Inv. No. TA-201-43, USITC Pub. No. 1089 (1980).

7/ Certain Fish and Certain Shellfish from Canada, Inv. No.
303-TA-9, USITC Pub. No. 966 (1979). Fish, Fresh, Chilled or
Frozen, Whether or Not Whole, But Not Otherwise Prepared or
Preserved from Canada, Inv, No. 701-TA-40 (Final), USITC Pub.
‘No. 11066 (1980). Sugar from the European Community, N
Inv. No. 104-TAA-7, USITC Pub. No. 1247 (1982). Lamb Meat,
supra note 9.
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processor-owned growers, provides further reason for including
both growers and processors. I therefore find the domestic
industry to consist of both growers of round oranges and
processors of FCOJ.

Anothér issue in defining the industry involves
application of the "related party"'provision 6f section
771(4)(B) of the Tariff Act of 1930.

This provision states:

When some producers are related to the exporters or
importers, or are themselves importers of the allegedly
subsidized or dumped merchandise, the term "industry" may
be applied in appropriate circumstances by excluding such
producers from those included in that industry. 8/

The related parties provision involveé a two step
determination: (1) whether the doméstic producers are
themselves importers of the subject product or are related to
the importers or foreign producers of such product through a
corporate relationship; and (2) whether there are appropriate
circumstances for excluding these domestic producers from the
domestic industry for the injury analysis.

The legislative history and the underlying intentives of
the statute provide boundaries within which the Commission can
apply its discretion regarding appropriate circumstances. The
Ccommission is not to include domestic manufacturers 1f their

relation to the importers protects them from injury and

including them would skew injury data. Nor are domestic

8/ Section 771(4)(B); 119 U.S.C. Sec. 1677(4)(B).
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producers to be excluded if they constitute suéﬂ[é major
‘proportion of ‘the total industry'that their exclusionﬂmouid
severely distort industry data. 9/ | o o

In the case currently before the Commission, none of the
domestic producers of FCOJ have any corporate‘relationship to
the foreign producers or exporters of FCOJ in Brasilf hut they
may be considered related because of their 1mporter status.'
Domestic FCOJ producers import varylng percentages of the1r
total FCOJ production, some domestlc producers ‘have ong01ng
contracts for a set quantity of FCOJ, while others only 1mport
on an emergency basis after a freeze. There is no clear)
division of the domestic producers accordinglto relatedness on
this basis. - ‘ | | | |

"Appropriate~circumstances" do'not exist”to'warrant
excluding some domestic producers fron the deflnltlon of the'
1ndustry. No producer receives benefits of such a nature that
it behaves differently from other producers‘in the industry.w
Indeed, the record shows no correlatlon between 1mports and the
financial health of those companles hav1ng h1gh 1mport to |
production ratios. While some of these firms enjoyed -
comparativeiy high or modest profits}'others faced losses;
Furthermore; exclusion of all importer/processors would
eliminatela major proportion of the domestic industry and

distort the data.

9/ Section 771(4)(a) requires that the domestlc 1ndustry must
be at least "those producers whose collective output
constitutes a major proportlon of the total domestic productlon
of that product.”
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T therefore do not apply the related parties provision to
tnis case, but rather include all domestic producers as members

of the domestic industry.

Condition of the domestic industry

The condition of the domestic industry has been declining
during the investigation éeriod because of the effects of
freezes in thrée'of-the past four seasons. The‘particularly'
devastating effects of the freeze in December 1983 reduced
output of round oranges in Florida to only 117 million boxes in
1983/84. 10/ This represented a decline of nearly 50 percent
‘from the peak level recordéd in 1979/80.

Because of the extensive destruction of trees in Florida
due to this freeze, very little increase in domestic output can
be expécted in the 1984/85 crop year. 11/ However, if no
additional freezes occur, production will probabiy reach more
norial levels by 1985/86. 12/ |

The statistics on indices of injury gathered by the
commission have paralleled the expected pattern. Although
processing capacity has increased, the record indicates that

production, domestic shipments, exports, research and

10/ Report at A-9-11.
l/ Respondent's prehearing brlef at 12 13.
12 / Report at A-34-35.



development expenses, and profits in the FCOJ industry have all
declined in recent years because of the effects of the freezes. 13/
Since Florida generally accounts for about 85 percent of
. u.s. productipn of round oranges, total U.S. production
refle;ts the trend in Florida production. After reaching a
peak léyel in 1979/80, total production declined in 1980/81 and
1981/82 as a result of fréezes in both years. It recovered
‘moderately in 1982/83 and then declined sharply in 1983/84 as a
result of the most recent freeze. 14/ Despite the sharp
fluctuaﬁion in output of oranges, processing capacity increased
steadily from 1982 to 1984. 15/.

‘Largely because of .increased prices of FCOJ that have
'resulteﬁ_from these freezes, the demand for FCOJ has decreased
in recent years, and domestic shipments and exports have both
declined irregularliy. Between 1979/80 and 1983/84 the average

price of FCOJ increased’by nearly 60 percent. 16/ 1In 1983/84

", alone it has risen by about 20 percent over the previous crop

year. Domestic shipments decreased sharply in both 1980/81 and
1981/82 and then recovered during 1982/83. 17/ However, they
have declined again in 1983/84. U.S. exports fluctuated
irregularly between 1979/80 and 1962/83 with no apparent

trend. During the first 10 months of the 1983/84 crop yéar,

they have been 7 percent lower than in the corresponding period

bt
w
~

Id. at A-9-19.
Id. at A-11.
Id. at A-12.
Id. at A-27
Id. at A-12
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in 1982/83. 18/ Profits and research and developméht
expenditures have both declined irregqularly in recent years.
Operating profits reported by 10 corporations on their FCOJ
operations decliined significantly from 1981 to 1983. 19/ Seven
of these 10 corporations reported‘oberating losses on their
FCOJ operations in 1983. However, profits have improved in the
first half of 1984. Similarly Opefating'profits of the four
U.S. cooperatives that reported resﬁlts also declined between
1981 and 1983, but have improved during the first half of 1984.
Research and development outlays by six firms that reported
these expenditures'increased significantly between 1981 and
1982 but then declined in 1983. HOWevér; these expenditures
increased moderately during the first 8 months 6f 1984 over the
level in the same period in 1983. 21/ |

Althodgh imports have been at historically high levels
during recent seasons, there is no‘évidence that they have
suppressed domestic prices or have otherwise contributed to the
industry's problems. Because FCOJ is usually a blend of the
U.S. and iﬁported product, meaningful comparisoné between the
price of domestic FCOJ and imports from Brazil are not
possible. However, available evidence shows that the average
transéction price of the imports in the U.S. has increased by
more than’20 percent during the 1983/84 crop year over the
level in the previous year. 22/ ‘Therefore, imports of FCOJ
from Brazil cduld not have exerted a siénificant downward

pressure on the price of the domestic product.

18/ 1d4. at A-13
19/ 1d. at A-15.
20/ 1d. at-A-15.
21/ 1d. at A-18.
22/ Td. at A=29.
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The likely effect of revoking ‘the 'Susperision Agréeement

Whether or not:the revocation of the Suspension Agreement
would have any effect on the level of. imports depends upon
whether the. elimination 'of the 3,51 percent.tax’on"imports‘from
Brazil would result in a decline in the pricé of these-
imports. Although some amount. of price decline  is-possible, it
is doubtful that. the Brazilian price.would fall by the full
3.51 percent.

For one thing, -demand for imported FCOJ frém Brazil has
increased significantly -during ‘the past.year;“énd is likely to
remain high during- the .next year because -output 'of 'FCOJ from
the domestic orange crop will fall far éhort'of'thé total U.s.
demand for- this product.v.Ip the face of this continued strong
demand. for Brazilian FCOJ, it is unlikely ‘that Brazilian
_-suppliers wéuld lower their:price.atfall if the export tax were
repealed.

In addition, the minimum export -price:that ‘is imposed by
the Brazilian Government: puts a constraint -on the ability of
Brazilian bfoducers to reduce their price. Under this
arrangement Brazilian exporters are required to market their
exports at a level that is equal to or higher than the minimum
export price as measured in U.S. currency. 23/ If FCOJ is
exported at a price that is lower than this minimum level, the
exporter is still required to repatriate the amount of foreign
exchangé to Brézil that would have been received if the product
had been exported at its minimum level. This provides-a clear
incentive for exporters to maintain their-pricé'ét.br abo?éfthe

minimum,
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During recent years, average F.0.B. transaction prices of
Brazilian FCOJ exports to the U.S. have been only slightly
above the minimum level. During both .the 1981/82 and 1982/83
crop years, the averayge transaction price on exports to the
U.S. was 2.5 percent above the minimum that was in effect
dqtinévthose years. 24/ During the 1983/84>crop year -
transaction prices and the minimum export price have both
‘increased significantly. However, there is no evidence that
Brazilian suppliers have been able to export FCOJ at prices
A;hat aré significantly higher than.the minimum. 1In fact,~
ayailable evidence indicates that transaction prices: have been
'gery near this minimum during the past year.

Thus, particularly in.view of the fact that the imported
product ;s already selling at close to the mininum export
price;'it is unlikely that the elimination of the export tax of
3.51 percen£age woqld result in a 3.51 percent decline. in the
equrt p;ice from Brazil. If any price reduction occurred, it

would probably be smaller than this amount.

Id- at A-29.

23/
24/ staff memorandum of Dec. 7, 1984.
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The effect of the revocatlon on- the domestlc 1ndustry

Even 1f the revocation of the 3.51 percent tax on
Bra2111an exports were fully passed forward in the form of a
3. 51 percent reductlon in the prlce of eXports from Bra21l
eV1dence 1nd1cates that the effect of thlS revocatlon on the
domestic 1ndustry would Stlll be very small slmulatlon
V”results from a five equatlon econonetrlc model developed by the
Comn1ss1on staff indicate that the value of domestlc sh1pments
'of FCOJ from Florida is llkely to exceed sl 4 bllllon in
1984/85 25/ If the Bra2111an pr1ce 1srreduced by 3. 51
percent; 1mports wou1d increase moderately, the domestlt prlce
of FCOJ sh1pments from Florlda would decllne, and shlpments
from Florida would 1ncrease s11ghtly On balance, the 3 51
percent reductlon in the Bra21l1an pr1ce would 1ead to a
maximum decllne of only $15 nllllon in total revenue to Florlda
processors durlng 1984/85 ThlS amounts to about l percent of
their progected revenue in the 1984/85 crop year. Slnce it is
'very doubtful that the Bra2111an prlce would decllne by a full
3 51 percent if the suSpen51on agreement were revoked actual

revenue losses to U. S. processors if they occurred at all

probably would be much less than $15 m1ll1on.

25/ Id. at A-59-72 and staff memorandum of December 10, 1984.
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Therefore, the revocation of the suspension agreement
would not cause material injury to the domestic industry.

Thelrespondents have expressed concern that increased
quantities of imports of FCOJ have been_enﬁering the U.S. in
Wilmington, Delaware, and other.porﬁs outside of Florida. 26/
This raises the question of whether in the years ahead FCOJ
imports entering these hoq4Florida ports will increasingly pose
direct competition to the Florida iﬁdustry rather than merely
supplementing the Florida crop. Because of the hewngss of the.
importing facility in Wilmington, the potential 1ong+térm
effect of the operations cf this facility and other future
facilities outside of Florida on competition for the domestic
FCOJ market cannot be readi}y determined.' |

In order to reach a finding. that the revocation of the
suspension égreement would pose a threat to the domestic
industry, a determipation must be maae that the threat of
injury is "real and imminent." Such a finding cannot be based
upon mere supposition, conjecture, or speculation. While it is
possible tﬂat the revocation of the suspension aéreement could
hasten the development of additional terminals ouside of
Florida, hard evidence that this would be likely to occur is
lackihg. Therefore, there is no basis for concluding that the
revocatioﬁ of the agreement would pose a threat of material

injury to the domestic industry.

26/ Respondent prehearing brief at 18-19.
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Thus, overall evidence shows that'tﬁe revocation of the
suspension agreement would not be likely to have a material
effect §n the condition of the domestic industry. The future
condition of the industry will depend importantly upon the
weather. 27/ 1If freezes do not occur during the next 2 or 3
years, it is likely that domestic production will recover
significantly and impofts will decline. '1f£, for example,
production of round oranées recovers to a more normal level of
150 million boxes, the econometric estimates in the report
indicate that by 1985/86 imports of FCOJ from Brazil would

decline to about one half of their 1983/84 level in that year. 21/‘

27/ 1d. at A-62.
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revoked an industry would be threatened with material injury L

reason of subsidirzed imports of FCOJ from Brazil.

AltHough the domestic FCOJ indugfr\, which includes round
o ange producaﬁzﬂ i ;xperieﬁciné difficult times, their troubles
are a result of freezes in three of the laét four years, and rnot
subsidized Erazilian'impor'ﬁf

B. Standard of Review

Section 751 provides an opportunity for. the review wif

affirmative title VII determinations. =~ OBection 751(b) provides &
means through which outstanding ahtidqmping orders,
Co&ntervailing duty (CVYD)  orders, or, as in -the instant

investigation, suspension agreements agreed to in lieu of such ar

order, may be revoked if such revocation will not result ir

material injury or threat ﬁherenf'to the domestic industry by

reason of dumped or subsidized imports.1 Section 7351 (b) does not

establish zpecific  legal standards Ffor the Commission ir
conducting review ihVestigatiDns. Just recently, the Court of

Appeals for the  .Fedaral Circuit (CAFG) spoke to the question of

<

the standard of review appropriate in section 751 review cases.

Tha'CﬁFQ'Said that the burden on the petitioner in a section 751

1. Section:751ia) which is administered by Commerce, provides for

the revocation of dumping or CVYD orders if the dumping or
subzidization iz no longer occurring.

)

2. Matsushita Electric Industrial Co. v. United States and Zenitth
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review case iz the burden of going forward.”

R

R

The determination made by the Commission in a section 751
case differs from that made in other title VII cases in that it
iz entirely prospective and predictive. Instead of determining

whether a domestic industry is materially injured or threatened

”

/

with material injury‘bv.réazmn:of dumpéd or subsidized imports,
Séctian 751 defermiﬁatioﬁs require _the CDmmigsion to determine
whéfhar a dmméstic inaﬁatry would bevmaterialiy injured by dumped
or subsidized imports were the Existin§ CVD or antidumping order
revoked. . In this investigation, the Brazilian export téx
eliminates the subsidy. Thus, the level and- prices of Brazilian
imports of FCOI into theiUnitEd Stateé-wogld he the! gsame with the
suspension agreement in e**act as with no subsidy. Therefore,
cthe anaiygiﬁ can proceed by predicting .thé impact of the-
revocation of . the auspensioﬁ agreement on  the domestic

1ndu5try.4'
C. Defining Like Product and Industry

A section 751 review investigation, like a ‘title - VII

investigation,: begins with: the definition of the like product and

N

. Id., (Nichols, J. additional views).

4. This anal he ditferent in antidumping duty review
investigatiocns. In these cases, Commerce determines the rate of
the antidumping duty rotrospectively rather than prospectively.
Because of the resulting uncertainty over the amount of the duty, .
ar antidumping duty order can have a significant chilling effect

. the effect the duty would have if imposed
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tio dndustry. The ters "like prodoct?® e defined in
zocticn 771010 a2 "a product which is like, or in the absence of
Clike, most Sisd lar iﬁﬂcharaaterletiC§ and uses with, the article
subject to inVﬁ"thﬂtxcn e The ‘dmported product  uander
imvastigation is FCOJ-FrDm Brazil.  Domestic and imported FCOJ
Care v*rtual y ihQ SAME. © They -are fungible, sell for nearly the

same pricé,fand dre Doth prmduc 2 from  round, as  distinguished

frém eating, oranges. Thermfore, the like product is FCOJ.
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"in the in tmht 1nyertxgat1 o ,fqvm including poth round orarnge
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the domsstic industry.
D. Application to Instant Investigation

The condition of fhe donestic industry has been dsclining
since 1979/80 whern the domestic round orange crop reached a
record Z73.4 million boxes. Because _mf the devastating freeze
that occurred inm Florida in  Decembsr of 1983, production in

198Z/84 reached a five vear low of 169.3 million bbres, nearly 40

Ll

percent below the 1979/80 level. fAs  a result of the extensive

~

destruction of trees in Florida from the December 1987 freeze,
the domestic crop in 1984/85 will not be significantly above the

178Z/84 crop. I{ no additional freezes ooccur, _prductiDﬁ may

' ; . } 1¢
retuwn to more normal levels in 1985786, 7 °

ﬁltﬁmugh imports have been at historically high levels in
recent yéarﬁ there is little réagcn to believe that they have
been the cause of the industrv’s problems rather than a result of
them. Indeed, the increazed level of imports is largely a result
of reducéd U.85. production of round oranges beﬁause Df_tHe series
of freszes. A freeze in Florida reduces the supply of round

cranges available for FCOJ in the following vyear, and possibly

for several vears if trees  are destroved. A reduction in round

oranges, and conseauently in the supply of FOOJ, causes the price
of FCOJ to rise. A Higher price in the U.S. for FCOJ is an

. Report., at A-10.

1G. FReport, at



incentive for Brazil to increase its imports of FCOJ to the U.S.
Thus, . to bBlame the state  of the U.3. industry on Erazilian

imports is to conf cause and effect. The series of freezes is

the cause, and Brazilian imports are one of their effects. Thus,
it i incorrect to attribute the state of the U.5. industry to

Bracilian subsidies.

Whether or ngt th@ revocation of the suspension agreement
wal d havé any effect on  the level Df ihportﬁ depen@s wpon
whether the slimination of the T.51 percent tax on imports from
Brazil would result in a decline in the price of these
‘importﬁill Although it is likely"tﬁat ‘the prite'would;¥a11, it
i doubtful  that the U.8. price qf Bra:iiiéﬁ FCOJ would fall by
am much as 3.01 parcent. Even if the suspension ag?eement is
rEvmkédb:Brazil ‘might chopse  to IEaQQ the éxport téx.iﬁ blace.

However, because Braril euports only about half of its FCOJ to

the U.S., and Lo the best of my knowledge, does not tax its

exports to otl countries, I will assume that FBrazil would

remove its euport tax  on 0 FCOJ were the suspension agreement

In ths svent that the suspension agreement is revoked and

Bka;il kamovg on FCOJ to the United States, the

price of FCOT irn  the lUndifted States will Fall by less than 20351

11, Inm
subsidy ST
percant ad valoran.




the Z.51 psrcent tex on Brazilian FOOJ is not a

t
TLTY perosnt o the delivered U.S. price of FOOJ, but a tasx

o the FL.OLB.  Brazil price.  The tax is not on the U.S. tariff
of $.35 a gallon of single strength FCOJ. In 1928%, this tariff
o '.V o 4 : ., = - 13
was egquivalent o an - &ad wvalorem tariff of 3.5 percent.
Because the delivered price of FCOJ includes the U.S8. tariff, but
the export tax is Z.%! percent of the F.OLE. price  in Brazil,
removing the edport tariff would reduce the delivered price of
FCCJI by less than I.01 percent.

Second, . the U.8. delivarwd'price of FCOI from Brazil will
fall by less than thé-reductiqnvin the.tax;because‘the elasticity
of éupply‘mf FCOOI from Brazil to the United States is  less  than

infinite. If Bravil™s supply curve of FOOJ Lo the UIE. were

horizontal, the entire reduction in tax would be pagsed on to

consumers. 1§, however, the .supply  curve were upward sloping,

thén the reduction in the tax would Jower the price to consumers

by less than the reduction in the tax. There are two reasons

to expect the Brazilian  swupply curwe of FCOJ to the U.8. to be

dpward osloning. First, the U.S8. and Braxil are the two maior

tar deoes not cover as well.
processing, and marketing.

v, the reduction in the delivered price of
Sl percent suport tax would have been

214-16



zuppliers . of FCOJ. in the world and the U.5. imports about 48

PR iq , ’ - 1& N ) . . .
percent of Brazil’s output, of FCOJ. Tus, Erazil cannot
substantially increase exporis to  the U.S.  without substarntially
reducing its exports to other countries. . Second,. the Brazilian
csupply curve of FCOJ to the world is .prebably wpward sloping
because in order to increase supply Brazil must make use of land
that is less. valuable for growing round oranges and more valuable

in some alternative employment.

Even if the r@#acatimn of  the Brazilian tax were fully
paﬁsed.bn ta.lthe“‘U,S; cmnsumenzlin the form of a 3.51 percent
Ar@duttion- in  the pricé of FCOJ, vthe Commission’'s. econometric
analysis indicates that the effect of. this revocation on  the
domestic  industry wqﬁld vh@ very small. Simulation results
indicate that the wvalue of vdom@étic_ shipments of FCOJ from
'»Florida Ain 1?84{85 ara 1ikely'tolexceed %l.4'billion, I+ the
Brazilian -Qrice 413 .reducéd- by .51 percent, imports would
incr@asé mod@rétely, the domestic -price. of FCOJ shipments would
decliﬁeg,and shipments from Florida would increase_slightlyu an
aalanceg'av3u5l<pgrcant‘r@ductimn in the price of Brazilian FCOJ
would lead tq'a maximum decline of only %15 million in total

% in 1984785, which amounts to  about

revenue to Florida process
. ’ _ _ ' 17 ‘ . . .

1 percent of their eupected revenue. PBecause it is unlikely
that the Frazilian price would fall by asz much as Z.351 percant,

. oAt B-I4.




- the actual losses to U.8. processors will :probably be much
smal ler. Tﬁefefore, because the series of freezes is the source
of the  indu5try’$' difficﬁitiea “and because revoking the
Suépension order wdﬁld have only a "minimal Vef%ett ‘on the
industry, I conclude that the revocation of the suspension
agreement would not result in imports that would cause material

injury.

Respondents have axpressed concerns that increased
quéntitieélof impbrted FCOJ have bBeen entering the U.S5. in ports
outside Df.FloridanIB However, because the importing facility in
Wilmingtpn, Delaware is relatively ﬁew, the long-term effects of
these operations on competitiqn foAtHe domesiic FCOJ market are
not known._ In order to fin34 that the revocation of the
éuspensién agreement would pose a threat of  injury to the-
domestic induStry; the threat mﬁét be real and imminent not
merely speculative. Because there is no hard evidence that the
revocation of this agreement could hasten the development of
these te;minalsg I conclude there is ro baﬁis-for concluding that
revocation would impoée & fhreat of material injury to . the

domestic industry.

Therefore, the evidence indicates that the revocation of the
suspension agreement would not be likely to have a significant

effect on the condition of the domestic industry. Instead, the

18. Heapaﬁdentﬁ’ prehesring brief, at 18-19.
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future condition of the industry will depend most importantly on

the weather. For these reasons 1 determine that revoking the

suspension agreement would not materiaily inijure or threaten a

domestic industry.






¢ INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

Oon July 11, 1983, in investigation No. 701-TA-184 (Final), the U.S.
International Trade Commission (Commission) determined by a vote of 1 to 1
that an industry in the United States was threatened with material injury by
reason of imports of frozen concentrated orange juice (FCOJ) which were found
by the U.S. Department of Commerce (Commerce) to be subsidized by the

. Government of Brazil (48 F.R. 34150, July 27, 1983). 1/ As a result of this
determlnaﬁlon the suspension agreement signed by Commerce and the Government
of Brazil on February 24, 1983, under which Brazil agreed to offset completely
the amount of the net subsidy determined by Commerce to exist with respect to
FCOJ, remained in effect. 2/

On May 31, 1984, the Commission received a request, filed pursuant to
section 751(b) of the Tariff Act of 1930, to review its affirmative injury
determination in light of changed circumstances. The request was filed on »
behalf. of three Brazilian producers and exporters of FCOJ, 3/ who alleged that
the major freeze in Florida in December 1983 and the subsequent decline in the
1983/84 Florida crop, as well as the surge in demand for Brazilian 1983/84
crop'juice in light of lower-than-projected Brazilian production, are
sufficient factors to warrant a review. 4/

The Commission requested comments from the public regarding the proposed
institution of a review investigation in a notice published in the Federal
Register of June 20, 1984 (49 F.R. 25319). The only comments received were
those from Florida Citrus Mutual (Hutual), the original petitioner, in
opposition to the request.

Mutual argued that the changed circumstances alleged by the Brazilian
firms were insufficient to warrant a review, contending that the long-term
trend in production and exportation of FCOJ from Brazil is unaffected by any
temporary fluctuations in Brazilian supplies, and that the December 1983
Florida freeze created a "near-term'" shortage that does not amount to a
“changed circumstance"” within the meaning of section 751. 5/

On the basis of the request for review and the comments filed concerning
the'fequest, the Commission, by a vote of 3 to 2, instituted investigation No.

1/ Frozen Concentrated Orange Juice from Brazil: Determination of the
Commission in Investigation No. 701-TA-184 (Final) Under the Tariff Act of
1930, Together With the Information Obtained in the Investigation, USITC
Publication 1406, July 1983.

2/ Copies of the suspension agreement and Commerce's final determination are
presented in app. A. .

3/ These producers and exporters are Sucocitrico Cutrale, SA (Cutrale);
Citrosuco Paulista, SA (Citrosuco); and Cargill Industrial, Ltda. (Cargill).

" 4/ “Petition for a Changed Circumstances Review Under Section 751(b) of the
Tariff Act of 1930 of the Commission's Final Affirmative Threat Determination
in Investigation No. 701-TA-184 (Frozen Concentrated Orange Juice From
Brazil)," May 31, 1984.

5/ "Statement Of Florida Citrus Mutual In Opposition To The In1t13t1on Of A
'Changed Circumstances' Review,'" July 20, 1984.




751-TA-10 on August 21, 1984. The purpose of the investigation is to
determine whether an industry in the United States would be materially
injured, or would be threatened with material injury, or the establishment of
an industry in the United States would be materially retarded, by reason of
imports of FCOJ from Brazil if the suspension agreement regarding such
merchandise were to be modified or revoked. Notice of the institution of the
investigation and of the public hearing to be held in connection therewith was
published in the Federal Register of August 29, 1984 (49 F.R. 34312). 1/ The
public hearing was held in the Commission's hearing room in Washington, DC on
November 5, 1984. 2/ The Commission is scheduled to vote on this investigation
on December 11, 1984; its deadline for notifying Commerce of its determination
is December 17, 1984. '

Nature and Extent of Bounties and Grants
and the Brazilian Export Tax on FCOJ

Commerce published its final affirmative countervailing duty
determination on June 6, 1983 (48 F.R. 25245). Information was réceived
concerning three Brazilian producers and exporters which represented over 85
percent of Brazilian exports of FCOJ to the United States in calendar year
1981. 3/ The period for which Commerce measured subsidization was March 1,
1981, to February 28, 1982, for Cargill, and May 1, 1981, to April 30, 1982,
for Citrosuco and Cutrale.

Commerce found that two programs conferred export subs1d1es during this
period. These programs, and the subsidies conferred, are as follows.

: Subsidy .
Program (percent ad valorem)
Preferential working capital
financing for exports--——-—————————n o ' 1.64
Income tax exemption for
export earnings--—- - 1.13
Total————eoemm - -— 2.77

As shown, the estimated net subsidy was 2.77 percent ad valorem during
this period. 1In February 1983, the Government of Brazil increased the subsidy
provided under the preferential working capital financing for exports program
to an estimated 2.38 percent ad valorem. As a result, Commerce increased the
estimated net subsidy for 1983 to 3.51 percent ad valorem, and notified the
Government of Brazil that it must impose an export tax of this amount to meet
the terms of the suspension agreement. 4/

Commerce is currently in the process of conducting an administrative
review of the countervailing duty determination covering calendar year 1983.

1/ A copy of the Commission's notice of institution is presented in app. B.

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

3/ These firms are Cargill, Citrosuco, and Cutrale.

4/ A copy of the letter dated Apr. 18, 1983, from Gary Horlick, Deputy
Assistant Secretary of Commerce for Import Administration, to Mr. Luiz Felipe
P. Lampreia, Minister-Counseler, Brazilian Embassy, is presented in app. A.
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An official at Commerce has stated that the preliminary results of the rev1ew
should be published in the Federal Reg1ster 1n December

The Product

Descrlptlon and .uses

Orange Julce is derived from the fru1t of subtropical evergreen trees of
the sweet orange species, genus Citrus, family Rutaceae. The principal
varieties of sweet oranges used for processing into juice differ by growing
area, and include the Pineapple and Valencia in Florida and the Valencia and
some, Washington navel in California.” 1/ The composition (i.e., color, flavor,
fragrance, and juice content) of fresh oranges is affected by such factors as
growing conditions,- various treatments, horticultural practices, maturity,
rootstock and variety, and climate. Thus, the juice produced from the same
varlety in different growing areas w111 commonly vary in comp051t10n

FCOJ 1s produced by extractlng the juice from fresh oranges, evaporatlng
natural moisture from the juice until a desired level of concentrat1on'1s
achieved, and. then freezing the concentrate. 2/ FCOJ is usually produced in a
super concentrated form referred to as frozen conéentrated orange Ju1ce for
manufacturing (FCOJM).  FCOJM is. the principal product stored at a processing
facility and also  is the principal product shipped in bulk. The use of FCOJM
in these applications savés space and weight over FCOJ. However, FCOJM is not
sold at the retail or institutional level-. - Instead, FCOJM is reprocessed
through theé:addition of watér into FCOJ before being packaged in retail-size -
or institutional-size containers for shipment.. The most popular retail-size
containers are 6, 12. and 16 ounces, 1nst1tut10na1 contalners are generally 24
and 32 ounces.. - S '

The concentration level of FCOJ and FCOJM is expressed by Brix value. 3/’
single-strength orange juice is rated at 11.8° Brix; FCOJ is generally rated
at 41.8° to 47.0° Brix; and FCOJM is concentrated above 47.0° Brix, usually at
65.0°. 4/ For human consumption, FCOJ requires a 3-to-1 dilution with water
to reach single-strength equivalent. By comparlson, FCOJH requires
approx1mate1y a ‘7-to-1 dllutlon w1th water '

All FCOJ that is prepared in"the United States must meet the Food and
Drug- -Administration's (FDA's) Standards of Identity. By comparison, all FCOJ
prepared in Florida must meet Florida Citrus Code Standards, which are more
exacting then those promulgated by the FDA. For example, the FDA standards
include no requirements regarding minimum maturity, flavor, color, oil

1/ These varieties of oranges. are referred to in the trade as "round"”
oranges, compared with eating oranges (such-as temple and navel) and specialty
fruit such as tangerines. and tangelos, whlch are called "zipper"” frult because
of their ease of peellng : :

2/ This process is more fully descrlbed in the "Hanufacturlng process
section of this report. :

3/-Brix value is ‘the refractometric sucrose ‘value (sugar content of oranges
expressed in percent by weight of solids), as measured in air -at 20°
centigrade and adjusted for the acid correction of the solids. :

4/ FCOJM is rarely stored at a concentration level above 65° Brix because of
quallty changes
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content, or gelation, and the Florida standards do. The Florida standards are
enforced by Florida Department of Agriculture inspectors who inspect the fruit-

both when it enters the processing plant and when it has been converted to
FCOJ. 1/

Although the majority of the imported product is blended with domestic
product, it is sometimes repacked and shipped to consumers without blending.
This is most commonly done by firms located outside the State of Florida.

Manufacturing process

Oranges used in the production of FCOJ come from two sources--directly
from the grove or from eliminations at a fresh-citrus packinghouse. The

majority of the oranges in Florida are hand harvested and transferred to large
trailers for hauling to the processing plant.

At the processing plant, oranges are dumped, inspected, and tested for
solids content. They are then run through an extractor which squeezes the
juice from the orange and removes seeds, pulp, and other extraneous matter.
The juice then moves to an evaporator, which reduces it to approximately 25
percent of its original volume. During the evaporating process, much of the
volatile essence which gives the taste and fragrance to fresh juice evaporates.
This is distilled from the vapors and returned to the concentrate. Some fresh
juice may be mixed with the concentrate to improve the flavor. The mixture is
then cooled until partially frozen, and may be packed in retail- and
institutional-size containers at about 42° Brix for shipment or further
concentrated and placed in bulk storage tanks at 65° Brix. The concentrate is
stored at approximately 0° F. As the product is needed for filling orders, it
is drawn from bulk storage tanks and blended to meet the specifications of the
purchaser. The blending process is carefully monitored to insure the desired
flavor and other qualities in the final product.

U.S. tariff treatment

U.S. imports of FCOJ are classified under item 165.35 of the Tariff
Schedules of the United States (TSUS). 2/ Imports from Brazil and all other
countries receiving the column 1 rate of duty 3/ are dutiable at 35 cents per
gallon 4/ (43.5 percent ad valorem equivalent in 1983). This rate has been in -

1/ These inspection programs are financed by assessments levied on boxes. of
fresh fruit and on cases of FCOJ.

2/ As of Jan. 1, 1985, FCOJ will be classified in TSUS item 165.29, at the
same rates of duty as are currently imposed. This new provision was added by
section 117 of the Trade and Tariff Act of 1984 (Public Law 98-573).

QI'The rates of duty in col. 1 are most-favored nation rates, and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(f) of the TSUS.

4/ The per gallon duty rate is applicable to juice in its natural
unconcentrated form. If the juice is concentrated, the duty is calculated on
the number of gallons of reconstituted single-strength juice which can be made
from a gallon of the concentrate (see headnotes 3 and 4, subpt. A, pt. 12, of
schedule 1 of the TSUSA concerning "reconstztuted" juice, which are presented
in app. D).
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effect since 1948 and is not scheduled for reduction. Imports from countries
receiving the column 2 rate of duty are dutiable at 70 cents per gallon, those
from Caribbean Basin Initiative (CBI) countries are eligible for .

duty-free entry. Imports from beneficiary developing countries are not
eligible for duty-free entry under the GSP, nor are reduced rates available
for imports from least developed developing countries (LDDC's).

Processors that both import and export FCOJ are eligible to obtain a
refund on certain import duties paid in the form of drawback. 1/ Under
section 313 (as amended) of the Tariff Act of 1930, a manufacturer which
imports merchandise and then exports products produced with the imported
merchandise is eligible to receive a refund of 99 percent of the duties,
taxes, and fees paid on the imports (19 U.S.C. 1313(a)). 2/ Additionally, if
both imported and domestic materials of the same kind and quality are used
within a specified period to produce a product, some of which is exported,
drawback equal to 99 percent of the duty paid on the imported material is
payable upon that exportation. Under this provision, called '"substitution,”
it does not matter whether the actual imported material or similar domestic
material was used to produce the exported article (19.U.S.C. 1313(b). 3/

U.S. Market and Channels of Distribution

Apparent U.S. consumption

The major portion of imported FCOJ is consumed at the processor level,
where the FCOJ produced from round oranges and carryover stock are combined
in varying proportions to yield total available FCOJ, and from which demand
(domestic shipments and exports) is filled.

Total available FCOJ 4/ declined from 1.3 billion gallons in crop year 5/
1979/80, .the year of the record orange crop, to 1.2 billion gallons in 1980/81
and 1981/82 (table 1). Declining Florida production in these latter two crop
years was offset by rising imports. Total available FCOJ increased back to
1.3 billion gallons in 1982/83 as Florida production rose and imports remained
stable. In 1983/84, total available FCOJ declined to an estimated 1.2 billion
gallons as increased imports did not offset the sharp decrease in orange.
production due to the severe Christmas Day 1983 freeze and low carryover
stocks from 1982/83.

1/ Drawback can also be collected on exports of single-strength orange
juice, provided that either single-strength orange juice (either domestic,
imported, or a blend), or water, oil, and essence are added to the imported
FCOJ. .

2/ This refund also applies to any dumping, countervailing, or marking
duties paid on imports (Customs regulations, 19 CFR 22.41).

3/ To claim drawback, exports must be made within S5 years of the date of
importation, and the product to be exported must be produced during the first .
3 of those years. Also, claims for drawback must be filed within 3 years of
the date of exportation. :

4/ Calculated on the basis of production of FCOJ from the Florida crop only,
which accounts for over 90 percent of all domestically produced FCOJ.

5/ Trade data in this report are generally reported on a crop-year
(December-November) basis.
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Table 1.~--FC0J: Production from Florida crop, imports, carryover stock,
and total available FCOJ, by crop years, 1979/80 to 1983/84

(In millions of gallons) 1/

:Production from: : Carryover : Total avail-
Crop year :Florida crop 2/: Imports 2/ : stock 3/ : able FCOJ
1979/80-———————— ——— 1,012.9 : 102.7 : 163.8 : 1,279.4
1980/81l—————— oo : 733.1 : 208.4 : 240.3 : - 1,181.8
1981/82———— e : 538.4 : 374.1 : 278.7 : 1,191.2
1982/83 ey . 684.9 : 377.1 : 215.6 : 1,277.6
1983/84—— -~ : 489.6 : 4/ 410.2

173.0 : 5/ 1,154.8

ee o
..

1/ Single-strength equivalent. ‘
2/ On a crop-year basis, which runs from Dec. 1 to Nov. 30.

3/ From prior season. - : :
4/ Data are for the period Dec. 1, 1983, through Sept. 30, 1984.

5/ Estimated by the staff of the U.S. International Trade Commission on the
basis of projected imports through November 1984.

Source: Compiled from official statistics of the U.S. Department of
Commerce, and from statistics of the Florida Citrus Processors Association,
except as noted.

U.S. producers

Growers.—-U.S. orange growers are located almost entirely in the States
of Florida, California, Texas, and Arizona. From crop years 1979/80 to
1983/84, Florida accounted for about 90 percent of the oranges that were used
for processing. Almost all of the oranges processed in Florida are utilized
in the production of FCOJ. It is estimated that there were nearly 15,000

growers in Florida producing oranges on a total of 530,300 acres in crop year
1983784 (table 2).

Table 2.--Florida, California/Arizona, and Texas bearing aéreage in.
oranges, by crop years, 1979/80 to 1983/84

.

State " 1979/80 ' 1980/81 . 1981/82 . 1982/83 . 1983/84
I e 1,000 acres——--
Florida ————————— S 576.6 :. 573.4 : 560.2 : 536.8 : 530.3
California/Arizona———--- : 201.5 : 195.9 : 193.3 : 188.1 : 190.1
Texas———~=——=—w—mm———————} 27.8 : 25.3 : 23.7 : 24.0 : 24.3

Total—-—~---mmeoo— : 805.9 : 794.6 : 777.2 : 748.9 : 744.7

1/ Not available. .

Source: Compiled from official statistics of the Florida Crop & Livestock
Reporting Service and the California Crop & Livestock Reporting Service.
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Growers may choose to sell their fruit through a cooperative, through a
. "participation plan," or in the cash market. According to Mutual, about 38 to
40 percent of the Florlda fruit is handled by cooperatives, 'with an-additional
40 to 42 percent handled in participation plans 1/ The remainder of the crop
is sold in the cash market. '

Growers that are members of a. cooperative deliver all their fruit to the
cooperative-owned processing plant, where it is processed and marketed. The
members receive the net proceeds after the sale of the FCOJ, allocated
according to the number of boxes of oranges delivered by each member and the
pounds of solids in each member's oranges. In addition to processing and
marketing, most cooperatives provide grove care, maintenance, and harvesting
services for their members. :

Under a "partlclpatlon plan,” a nonmember of a cooperative agrees to
deliver all his fruit to a cooperative. or corporate processor. The grower's
return is determined by an agreed-upon formula based on the final selling
price of the FCOJ. This type of arrangement provides the grower with the
security of a "home" for his fruit, and also allows him the freedom to search
for the best deal available each year.. Additionally, the cooperative or
processor, may provlde the grower with grove—care serv1ces, but does not
usually harvest the fruit. 2/ : :

. Cash—market saleszmay be made directly to a. processor or to an
intermediate handler called a bird dog. A bird dog locates fruit for
processors, buys it on the tree, harvests it with his own crew, and delivers
the fruit to the processing-plant. ‘Purchases may be on a bulk basis, in which
all the fruit in the grove is.sold for an agreed-upon price; or the fruit may
be bought at a. set price per box or - per pourid of solids. Growers that sell on
the cash market can seek the highest offer for. their fruit, but are subjected
to pr1ce fluctuations. Also, they have no set "home" for their fruit, and can
expect nelther ass1stance in harvesting nor a "home" for their fru1t after a
freeze. 3/ : :

At the present time, it is- estimated that the average established grove
is 50 acres in size and costs $8,000 to $16,000 per acre to purchase
Addltlonally. it takes approximately 4 years for a new tree to’ ‘produce fruit
and 10 to 12 years for it to reach maturity. Some growers are absentee
owners 4/ that contract with a firm to ‘provide care and maintenance serv1ces
for their grove if such services are not provided by their cooperative or '
under their participation plan.

1/ Transcript of the hearing, p. 47.

2/ After a freeze, damaged fruit must. be harvested and processed qu1ckly to
be usable. Under a participation plan, the grower 1s assured that his
salvagable fruit will be accepted for processing.

3/ Cash growers' fruit is the last accepted for processing following a
freeze, and the fruit may spoil before processors are able to process it,
assuming they choose to accept the-damaged fruit.

4/ Mutual, the original petitioner, has estimated that 10 percent of
Florida's growers are out-of-state-absentee owners.
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Processors.--The number of firms processing FCOJ in Florida, as reported
by the Florida Citrus Processors Association, is shown in the following
tabulation: '

Cro ear ' Processing firms
1979/80- - ~——— oo 34
1980/81 -~ e e 35
1981/82- - imm e e e e 35
1982/83 -~ m e e 1/ 31
1983/84—— -~ —mmm e 2/ 35
1984/85-— - ~—— e mmm e 34

1/ Of the 4 plants which ceased processing FCOJ in 1982/83, * * X,

2/ In 1983/84 the increase in the number of firms processing fruit is
attributable to the freeze. Damaged fruit needs to be processed quickly to
avoid spoilage, and all available processing capacity was utilized.

Data on the number of processing plants in other States are not
available, but they arc believed to total less than 15 plants. Many of these
firms process only frozen concentrate and single-strength orange juice
products. However, some processors are parts of large food-processing
conglomerates for which orange juice processing is only a small part of the
total operations.

The processing of oranges into FCOJ is seasonal. The processing of early
and midseason orange varieties begins in September and October; the main
processing season, however, does not begin until December, when the Valencia
variety is ripe. It then continues through the following June. Although no
orange processing occurs during July and August, most processing plants blend
FCOJ for packing of retail and institutional orders or for bulk shipment to
other processors during this period.

The majority of the processing plants in Florida are owned by either
growers or cooperatives. 1/ 'In these instances, the processing plants are
viewed as extensions, or marketing arms, of the growing operations.
Exceptions include * * % and * * * along with several other smaller
processors, which own no groves and are not cooperatives, and thus are
concerned‘with the return on their processing operations only.

U.sS. imgorters

The largest U.S. importers of FCOJ from Brazil includé ? * X, With the
exception of * * % and * * * which are solely importers, these firms are also
among the largest processors in the United States. * * *, .Many U.S.

1/ This pattern of ownership is gradually changing, with a number of major .
corporations purchasing processing plants within the last several years.
These corporations include: Proctor & Gamble, Campbell's Soup, Phillip
Morris, and Quaker Oats. Two other corporations, Coca-Cola and Beatrice
Foods, have owned processing plants in Florida for longer periods of time.
Additionally, both the Nestle's Group and DiGiorgio have purchased processing
plants in California.



‘importers have imported FCOJ from Brazil for a long period of time, and all

. processors in the ‘United States are believed to have purchased imported FCOJ
at least .once in recent years. 1/ Moreover, some processors have purchased
FCOJ from Mexico and other Central American countries as well. In addition to
U.S. processors, repackers of FCOJ into single-strength orange juice products
and orange drinks have begun to import directly from Brazil in recent years.

Foreign producers

‘Brazil.--Brazil is one of the world's largest producers of oranges and is
the world's leading producer of FCOJ. The Brazilian orange products industry
is characterized by an abundance of fresh oranges, an ability to increase
orange production, and an efficient processing sector with modern equipment. 2/

According to the USDA, Brazil's production of FCOJ decreased” from 816
million gallons (single-strength equivalent) in 1981/82 3/ to an estimated 707
- million gallons in 1983/84. Brazil's production is projected to increase to
954 million gallons in 1984/85, and 958 million gallons in 1985/86. During
the same period, Brazil's exports of FCOJ decreased from 819 million gallons
in 1981/82 to 629 million gallons in 1982/83. Exports increased in 1983/84 to
813 million gallons, and are projected to reach 933 million gallons in both
1984/85 and 1985/86. The domestic market for FCOJ in Brazil is very small.

There are nine firms in Brazil which produce FCOJ. Together, these firms
- own 15 processing plants. In addition, three small plants are currently under
» construction. It is estimated that four firms account for over 90 percent of
FCOJ exports. 4/ The majority of the exports of FCOJ are in 55-gallon drums
filled with 52 to 53 gallons of FCOJ. However, bulk transportation in tank
ships is becomlng increasingly important, with several tank ships currently in
service. -

Other countries.--Production of FCOJ for export is very limited except
- for Brazil and the United States. However, Israel, Italy, Morrocco, Spain,
and ‘Mexico all produce limited quantities of FCOJ for export.

The Condition of the U.S. Industry

Orange growers, U.S. production and shipments

U.S. production of round oranges decreased steadily from 273.6 million
boxes 5/ in 1979/80 6/ to 177.8 million boxes in 1981/82, and then rose to

1/ Although no U.S. processors own facilities in Brazil, Coca-Cola has
entered into a joint-marketing venture with Cutrale, a Brazilian processor.
Transcript of the hearing in investigation No. 701-TA-184 (Final), pp. 46, 163.

2/ One processing plant in Brazil contains the world's largest evaporator,

3/ The marketing year for FCOJ in Brazll is from July 1 to the following
June 30.

4/ These firms are Cutrale, Cargill, Citrosuco, and Frutesp.

5/. One box weighs 90 pounds in Florida, 85 pounds in Texas, and 75 pounds in
Arizona and California.

6/ As mentioned earlier, 1979/80 was the record year for Florlda orange
production.
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225.2 million boxes in 1982/83. Production declined to 169.3 million boxes in
1983/84 following the Christmas 1983 freeze, which impacted groves in both
Florida and Texas. Total U.S. production during 1979/80 to 1983/84 mirrors
trends exhibited by the Florida crop, as shown in table 3.

Table 3.--U.S. production of round oranges, l) by States and
by crop years, 1979/80 to 1983/84

(In millione of boxes) 2/

Crop year Florida 3/ _California  Arizona . Texas . Total
Production
CYLYZ Y I — : 206.7 : 59.4 : 3.5 4.0 : 273.6
1980/81—————mmmm—mmmmm: 1724 65.3 : 2.6 4.3 : 244.6
1981/82- o 125.8 : 43.0 : 3.1 5.9 : 177.8
1982/83-—————mmmmmmmmm 139.6 : 76.1 : 3.8 5.7 : 225.2
LR IZ ] R —— : 116.7 : 48.3 : 1.8 2.5 : 169.3
| ' Processed 4/ '

1979/80— -~~~ 195.7 : 19.2 : 1.3 : 2.0 : 218.2
1980/81l—— -~ 164.1 : 27.6 : .9 1:5 : 194.1
1981/82-————m e 118.2 : 8.5 : .9 2.6 : 130.2
1982/83—————~-——m e - : 129.3 32.9 : 1.3 : 2.3 : 165.8

1: 10.7 : 3 1.1 121.2

1983/84-—-—----—f-—--——: 109,

1/ Excludes tangelos. tangerlnes, and tangors but 1nc1udes temples and
navels.

2/ One box weighs 90 pounds in Florida, 85 pounds in Texas, and 75 pounds in
Arizona and California.

3/ Excludes temples, production of which totaled 6.0 million, 3.6 million,
3.2 million, 4.7 million, and 2.9 million boxes in 1979/80, 1980/81, 1981/82,
1982/83, and 1983/84, respectively.

4/ Processed into all juice and other citrus products.

Source: Compiled from official statistics of the U. S Department of
Agriculture, 1984 Citrus Fruits Summary.

Florida's productlon usually accounts for about 85 to 90 percent of all
oranges used in processing in the United States. Approximately 94 percent of

the Florida crop is used 1n processing, 85 percent of which is used to produce
FCOJ.

Florida's production declined from 206.7 million boxes in 1979/80 to
125.8 million boxes in 1981/82 following two freezes, 1/ but then rose to

1/ The two back-to-back freezes in 1980/81 and 1981/82 represent the first
time in history that the Florida orange crop has suffered freezes in
consecutive years. The 1980/81 freeze cut the estimated crop size by 15

percent, and the 1981/82 freeze cut the estimated crop size in that year by 22
percent. .
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139.6 million boxes in 1982/83.. Prodiction 'decreased further in 1983/84 to-
116.7 million boxes, the.result of a sevére freeze in late December 1983. 1/
The 1983/84 crop was the smallest .since. 1967/68. Production is forecast to be

.119.0. million boxes:in 1984/85 due to the continuing effect of .the December
1983 free;e.

Ao Orange processors

K U.S. production. ——U S. production of FCOJ from fresh Florida oranges 2/
decreased steadily from 1.0 billion gallons (single-strength equivalent) in

©.1979/80 to -538.4 million gallons in 1981/82, but then recovered to 684.9°

million gallons in 1982/83, a nonfreeze year (table “4). Production’ fell in
1983/84 to 489.6 million gallons as a result of a freeze in December 1983.

) aTahle_Ar——FCOJ: U S productlon from Florlda s*orange crop,
- “oms L 1979/80 to 1983/84 '

2

: : Productlon of FCOJ ‘Ffrom "

Crop year : Florida orange crop
- : Million gallons 1/
1979/80—~——— e e e : 1,012.9
1980/81——~—— o m e — e e 2 T : 733.1
1981/82-——— e e e : A , 538.4
1982/83———~—m e e e : “L e 684.9

1983 /88— — oo e e s 489.6

1/ Single-~ strength equ1valent

Source: Comp11ed from statlstlcs of the Florlda C1trus Processors ’
Association. - ‘ :

-Capacity.--To..prevent-spoilage and loss of quality, orange processors run
their. operations .continuously when fresh fruit is ready for processing. After
.the processing season, the equipment :sits ‘idle until the'follow1ng year. ' Thus,
capacity may be measured in two: ways: hourly capacity to extract juice: from
fresh.fruit, and hourly capacity tq evaporate water from fresh juice (table '5).
These data reveal trends. relatlng to expans1on or: reductlon of fac111t1es.

H
N !

The hourly juice- extractlng capac1ty of 17 U.S. processors that accounted
for about:73 percent of fresh oranges purchased for processing in 1983/84
increased slightly from 5.2 million pounds in 1982 to 5.3 million pounds in
. 1984. Water-evaporating capacity -of .these producers also increased throughout
the perlod rising from-2.6 million pounds per hour in 1982 to 2. 8 mllllon
pounds per hour in 1984. . .

Capac1tz ut111zat1on ——As mentloned .processing plants operate at full
capac1ty until all fresh fruit is processed, and then close thelr fresh—fru1t
processing operations until the following season. S

1/ The 1983/84 freeze cut the-estimated crop size by 31 percent. )
2/ Florida oranges account for over 90 percent: of total production.
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Table 5.--FCOJ: U.S. capacity to extract juice and
"~ evaporate water, as of January 1982-84

Juice-extracting : Water-evaporating

Year capacity : _capacity
——————————————— Million pounds per hour-------—~e-—-
1982~ e 5.2 : 2.6
1983 e 5.3 2.7
1984~ ce e s . 5.3 2.8

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

Domestic shipments.——sﬁipments of FCOJ to the domestic market 1/
accounted for about 89 pércent of total shipments (domestic, export and

futures deliveries) during 1979/80 through 1982/83. As shown in the following
tabulation, compiled from Florida Citrus Processors Association data, domestic
- shipments of FCOJ fluctuated, but decreased slightly during that period:

Domestic shipmehfs 1/

Crop year (1,000 gallons) 2/
1979/80-- - ‘956,789
1980/81--- -~ 883,610
1981/82-- — -~~~ 838,807
1982/83--~~——-~~-- 942,545
1983/84-- -~ ~mmm -3/ 837,209

1/ Excludes product delivered in fulfillment of futures contracts,
2/ Single-strength equivalent. ,
3/ Dec. 1, 1983, through Nov. 10, 1984,

Domestic shipments decreased by 12 percent from 1979/80 to 1981/82, primarily
‘due to the decrease in available FCOJ in the latter years and higher prices.
Shipments rose in 1982/83, as production increased following the back-to-back
freezes in 1980/81 and 1981/82, and rising imports increased total available
FCOJ. Futures deliveries accounted for approximately 5 percent of total
shipments during 1979/80 through 1982/83. These deliveries ranged from 49
million gallons 2/ in 1980/81 to 23 million gallons in 1982/83. :

u.s. e;gorts --As mentioned in the section of this report on U.S. tariff
treatment, the import duty on FCOJ is substantial (43.5 percent ad valorem .
equivalent in 1983). This provides importers/processors with a strong
incentive to export FCOJ and take advantage of the drawback{prov151ons of
section 22.41 of Customs regulations. As drawback can be collected on exports
of either imported or domestically produced FCOJ, and because the great
majority of FCOJ produced by importer/processors is blended (i.e., part
domestic and part imported), it is not possible to determine what portion of
exported FCOJ consists of the imported product.

1/ As noted, domestic shipments includes 1mports
"2/ Single-strength equivalent.
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The United States exports FCOJ to over 70 countries located in all areas
of the world. Such exports increased from 80 million gallons (single-
strength equivalent) in 1979/80 to 91 million gallons in 1980/81, and then
declined irregularly to 82 million gallons in 1982/83 (table 6).  Exports
declined from 70 million gallons in December-September 1982/83 to 65 million

gallons in December-September 1983/84,

Table 6.--FCOJ: U.S. exports, by principal markets, crop years 1979/80 through
1982/83, December-September 1982/83, and December-September 1983/84

.
.

. December-September--

Market ‘1979780 ‘' 1980/81  1981/82 '1982/83 ° - »
: : : ' " 1982/83 °  1983/84
: Quantity (1,000 gallons) 1/
Canada—~--—~~————————eu : 38,251 : 38,418 : 31,109 : 34,907 29,537 : 26,349
Netherlands-—--————ceeux : 4,911 : 9,397 : 6,005 : 7,859 : 7,298 : 4,196
MexXicor———r————m— s 1,248 941 : 336 : 773 : 701 : 3,986
West Germany----—-——--—- : 5,276 : 6,279 : 4,715 : 4,058 : 3,656 : 3,597
United Kingdom————---——- T 2,641 : 3,060 : 1,954 : 2,772 : 2,297 : 2,980
France--—~-——~—e——m—————— : 4,506 : 5,420 : 3,783 : 3,268 : 3,031 : 2,337
Other-————————c : 23,345 : 27,873 : 29,102 : 28,394 : 23,953 : 21,996
Total----vocmo o : 80,178 : 91,388 : 77,004 : 82,031 : 70,473 : 65,440
) Value (1,000 dollars)
Canada»————; ———————————— : 67,134 : 68,237 : 65,283 : 66,776 : 56,526 : 56,319
Netherlands————~w—cce—— : 6,419 8,774 : 5,793 : 6,047 : 5,463 : 4,217
Mexico-—--————c——m— : 533 : 1,906 479 : 1,257 : 1,062 : 4,993
West Germany--—~-—~~——~- : 6,390 : 7,347 : 5,151 : 4,596 : 4,093 : 3,845
United Kingdom----—————- : 3,488 : 3,886 : 2,538 : 3,357 : 2,882 : 3,531
France-————~=—cc—momme——— s 7,741 9,310 : 7,160 : 6,210 : 5,709 : 4,992
Otherj~, ————————————————— : 36,096 : 40,007 : 41,486 : 39,835 : 33,408 : 32,955
- Total-———v—cmmme e :127,801 : 139,467 :127,890 :128,078 : 109,143 : 110,852
i Unit Value (per gallon)
Canada--————~————m e : $1.76 : $1.78 : $2.10 : $1.91 : $1.91 : $2.14
Netherlands-—-——-—--——-—~ ) 1.31 : .93 ¢ .97 : 17 .15 ¢ 1.01
Mexico—————m—mm e : .43 2.03 : 1.43 : 1.63 : 1.52 : 1.25
West Germany—----—-—------ : 1.21 : 1.17-: 1.09 : 1.13 : 1.12 : 1.07
United Kingdom--—--——--- : 1.32 : 1.27 : 1.30 : 1.21 : 1.26 : 1.18
France--—-—————-—mmmmee——— : 1.72 : 1.72 : 1.89 : 1.90 : 1.88 : 2.14
Other-—————~—mmmm e : 1.55 : 1.44 : 1.43 : 1.40 : 1.40 : 1.50
Total-~——-———emmm— : 1.59 : 1.53 : 1.66 : 1.56 : 1.55 : 1.69
1/ Single-strength equivalent.
of Commerce.

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

Note.--Because of rounding, data may not add to the figures shown.
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Financial experience of U.S. producers

FCOJ operations.—-Fourteen U.S. producers (10 corporations and 4
cooperatives) provided income-and- loss data on their FCOJ operations
(table 7). These producers accounted for about 62 percent of total U.S.
shipments of FCOJ 1/ in crop year 1982/83. Since the accounting methods of
corporations and cooperatives differ significantly, the data for these two
types of organizations are presented separately in the table.

Total net sales of the 10 corporations increased from $549.8 million in
1981 to $636.9 million in 1983, or by 16 percent. During the interim period
ended June 30, 1984, total net sales rose to $404.6 million, representing a
31-percent increase from the $307.9 million in the corresponding period of
1983. Aggregate net sales of the four cooperatives increased by 6 percent,
from $£281.3 million in 1981 to $297.0 million in 1982, and remained at the
latter level in 1983. Total net sales of the cooperatives in interim 1984
‘were 10 percent higher than those during interim 1983. Combined total net
sales of the corporations and cooperatives increased by 12 percent from 1981
to 1983 and then by 22 percent in interim 1984 compared with interim 1983.

Aggregate operating income of the corporations on their FCOJ operations
declined annually from $44.8 million, or 8.1 percent of net sales, in 1981, to
$21.8 million, or 3.4 percent of net sales, in 1983, despite increasing sales
during the period. However, the declining trend reversed in interim 1984,
when the U.S. corporations reported an almost sixfold increase in their
operating income to $19.3 million from the $2.9 million earned in interim
1983. Between interim 1983 and intérim 1984, theée ratio of operating income to
net sales increased from 0.9 percent to 4.8 percent, and the number of
corporations reporting losses dropped from six to two. The number of
corporations reporting net losses increased from two in 1981 to four in 1982.
Seven of the 10 corporations sustained net losses in 1983.

* * x did not provide interest expense separately as requested in the
Commission's questionnaire, but instead included interest expense in the other
income (expense) item. Therefore, data for * * X were not included in the
following reported interest expense figures, nor were they used in calculating
" the following ratios of interest expense to total net sales. . Reported interest
expenses remained at about 1.8 percent of net sales during 1981-83, although,
in absolute dollars, they declined by 4 percent from 1981 to 1982 and then
increased by 18 percent from 1982 to 1983. During interim 1984, interest
expenses more than doubled to $14.0 million (3.5 percent of net sales),
compared with $6.6 million (2.1 percent of net sales), in the corresponding
period of 1983. * * %, After taking into consideration interest expense and
other income or expense, net income before income taxes followed a trend
similiar to that of operating income, decreasing from $33.5 million, or 6.1
percent of net sales, in 1981 to $12.3 million, or 1.9 percent of net sales, in
1983, and then increasing to $5.0 million, or 1.2 percent of net sales, in

interim 1984, compared with a loss of $4.0 m1111on, or 1.3 percent of net
sales, in interim 1983.

1/ Includes production from U.S. round oranges and blends of domestlc and
imported FCOJ.
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Table 7.--Selected financial data of 14 U.S. producers on their FCOJ operations,

accounting years

1981*83 and interim periods ending June. 30,.1983, and June 30,

International Trade Commission.

1984 i to R . L
: s : ___:Interim period ended
- Ttem . 1981, © 1982 . 1983 . June 30~
- o o 7 1983 1984
: - _Operations of 10 U.S. corporations 1/
Net ‘sales-~-----1,000 dollars--: 549,830 : 566,365 : 636,881 : 307,863 : 404,579
Cost of goods sold—------ do—---:__450,012 .: 469,732 :. 541,263 : 267,328 : ° 344,925
‘Gross profit ‘or (loss)---do~---: 99,818 : . 96,633 : - 95,618 :- -40,535 :‘ 59,654
General. selllng. and admini- " : Ty AN : : S
““‘strative ‘expenses——--—-do----: 55,066 : 63,509 : 73,829 : 37,640 : - 40,367
Operating income or (loss) : : : HE
- do—---;.. 44,752 33,124 : 21,789 :- 2,895 : 19,287
Interest expense 2/—74———do—-—-; 9,907 .: 9,485 : . 11,236 : - 6,550 14,005
Other income (expense) 2/ : : : . Do :
. - do=-i-3_ _(1,347): (785): 1,781 : (301): (290)
Net income or (loss) before : : : :
income taxes----——————- do----: 33,498 : 22,854 : 12,334 : (3,956): 4,992
Ratio of operating income or : : : i :
(loss) to net'sales : : : : :
percent--: 8.1 : 5.8 : 3.4 : 0.9 : 4.8
Ratio of net income or (loss) : ot B L TR S
before income taxes to’ . e ;e . e S IR
net sales-J———4;—;-—percent——; 6.1 ; 4.0 21,9 ¢ we (1.3): 1.2
Number of fitms reportlng : B} o ol ot R
operatlng losses -z -tio : N O 4 ;. 6. - -6 : 2
Number of {firms "reporting” i T R 2
net losses—f;;~ef—-j—7-——5——5f o2 N SR 2 SR ¥ 2
VA P . dﬁerétions‘of 4 U.S. ‘cooperatives
Net sales—-----=- ~1,000 dollars--; '281;275':Tf297 026 : 297,018 : 230,496 : - 253,524
Interest expense—-------do----:" 7,499 : 7,197 : 6,128 : .- 4,368 : 4,579
Other costs and expenses *~ ~ ': |~ : : N
- do---t:_ 147,694 : 171,928 : 164,295 : 134,042 : 153,318
Net proceeds resulting from 3 : : : :
member and’ nonmember sales =~ : DU S B T : -
before income taxes—-——do-——i. .126,082 : 117,901 : 126,595 :- 92,086 : . 95,627
Net income or (loss) frém mon-:: . .. : . : S B
member business before . R I TP 3 o ‘
income ‘taxes——--———- >L—do~———:' . 4,996 : .23 : 2,182 : ~ 1,898 : 2,778
Ratio of nét proceeds resultlng B : X wsoon T : -
from member and nonmember . : c ot H :
sales befére income taxes f{f: e Sl - : :
to net sales———jf-——percent——'h -, 44,8 39.7 : 42.6, : 40.0°: "37.7
1/ * X X,
2/ * % x, ' . e
Source: Compiled from data submitted in response to questionnaires of the U.S.
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* * %, 1/-When * * X and * * * data are excluded from the aggregate data.‘
the trends for gross profit and operating 1ncome remain the same, but lower,
as shown in the follow1ng tabulation:

As é share of net sales:

‘od Including * ¥ ¥ :  Excluding * * * : Excluding
Perio and X % % . X k% : X %X % only
Gross Operatxng Gross Operating Gross :Operating
profit : income : profit : income profit : income
1981l —cmmmem e 18.2 : 8.1 xx Kk k ; % AR
1982-- - —m e 17.1 : 5.8 xKkk o xkk o *kX ;o batadd
1983 15.0 : 3.4 : KRk o T Rkk kkk ;- it ]
Interim to T : : s : : :
. June 30-- : : : : : ' : :
1983t 13.2 ¢ 0.9 ¢ XAk . kXK AKX ; fatadd
1984 : 14.7 4.8 : *kk *kk Rk s Khkk
% X * % % * Y

Aggregate net proceeds of the four U.S. cooperatives on their FCOJ
operations declined from $126.1 million in 1981 to $117.9 million in 1982, and
then increased to $126.6 million in 1983. The ratio of net proceeds to net
sales dropped irregularly from 44.8 percent in 1981 to 42.6 percent in 1983.
During interim 1984, the total net proceeds increased by 4 percent to $95.6
million, compared with $92.1 million in interim 1983. However, the net
proceeds margin dropped to 37.7 percent in interim 1984 from 40.0 percent
during interim 1983. During 1981 through June 1984, the trend in net proceeds

margins for cooperatives was similar to the operating income margins reported
'~ by corporations, with the exception of 1983. Pretax net income from nonmember
business declined from $5.0 million in 1981 to $23,000 in 1982 and then
rose to $2.2 million in 1983. Such income rose to $2.8 million in interim
1984, compared with $1.9 million in interim 1983 (table 7).

Cverall establishment operations.--Selected financial data for the
overall operations of establishments within which FCOJ is produced are
presented in table 8. The overall establishment operatxons of the
corporations followed similar trends in operating income and pretax net ‘income
(loss) as did their operations on FCOJ. The overall establxshment operations
of the cooperatives also generally followed the same trends in net proceeds
and net proceeds margins as did their operations on FCOJ. Net income from
nonmember business for the cooperatives increased from $2.7 million in 1981 to
$5.6 million in 1982, and then declined to $3.0 million in 1983 During _
interim 1984, such income rose to $3.1 m1111on. compared thh ‘$1.4 million in
interim 1983.

1/ In a telephone interview with David Coombs of the Commxssion s staff in

investigation No. 701- TA—184 (Flnal), * x Xk,
2/ X % x,
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Table 8.--Selected financial data of 14 U.S. producers on the overall operations of
establishments within which FCOJ is produced, accounting years 1981-83 and interim
periods ending. June 30, 1983, and June 30, 1984

:Interim period ended

Ttem " 1981 1982 1983 June 30
i : : 1983 1984
) Operations of 10 U.S. corporations 1/
Net sales—-—----- 1,000 dollars-—-:1,137,391 :1,105,357 :1,184,315 : 558,955 : 724,980
Cost of goods sold—------ do-—-—--: 853,895 : 842,418 : 905,733 : 437,070 : 552,375
Gross profit or (loss)---do----: -283,496 : 262,939 : 278,582 : 121,885 : 172,605
General, selling and admini- : : : :
strative expenses—-----do----:__ 164,704 : 180,711 : 203,143 : 93,211 : 120,293
Operating income or (loss) : : : :
do----: 118,792 : 82,228 : 75,439 : 28,674 : 52,312
Interest expense 2/~~----do-—---:. 16,027 15,364 : 16,970 : 6,866 : 14,242
Other. income .(expense) .2/ : : :
B . do----:_ (4,112): (4,021): 8,037 : 350 : (286)
Net incpmelor (loss) before » : : : :
income taxes-—--—~r-—-~do~--—: 98,653 : 62,843 : 66,506 : 22,158 : 37,784
Ratio of operating income or HE : : :
(loss) to net sales : : : : :
percent--: 10.4 : 7.4 : 6.4 : 5.1 : 7.2
Ratio .of net income or (loss) : : :
 before income taxes to :
. net sales———~-———- percent--: 8.7 : 5.7 : 5.6 4.0 5.2
Number of firms reporting : :
operating losses-————————uc ——— - 4 : 4 3 3
Number of firms reporting : o2 : : :
net losses——-———~~m—e——mmemmmen : 2 : 7 : 4 3 : 3
. Operations of 4 U.S. cooperatives
Net sales-------1,000 dollars—-: 432,855 : 431,486 : 412,742 : 297,431 : 325,900
Interest expense---—-~----do-~--: 11,081 : 12,044 : 9,607 : 6,369 : 7,790
Other costs and expenses : : : : :
do--—-: 232,654 : 276,195 : 260,698 : 183,779 : 205,578
Net proceeds resulting from : : :
member and nonmember sales : : : :
before income taxes-----do----: 189,120 : 143,247 : 142,437 : 107,283 : 112,532
Net income or (loss) from non- : : : : :
‘member business . before : : : : :
. income taxes-—-—————-—en do—--: 2,725 : 5,580 : 2,969 : 1,384 : 3,087
Ratio of net proceeds resulting: : : : :
.- from member and nonmember
sales before income taxes : : : :
~to net sales————-——~ percent--: 43.7 : 33.2 : 34.5 : 36.1 : 34.5
_1_/ X* k- %k, -
2/ X X %,
Source: Compiled from data submitted in response to questionnaires of the U.S. -

International Trade Commission.
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"Research and development expenses.--Of the 17 U.S. producers of FCOJ that
responded to the Commission's questionnaire, six firms reported research
and development expenses. Their expenditures are shown in the following
tabulation:

Research and develogment

- expenses
(1,000 dollars)
198l ——————— e —————— 865
1982———~- -——— 3,063
1983~ 1,602
January-August-- , _
1983-- ~— 1,092
1984~~~ - ' 1,153

The majority of these research and development expenses were reported by
* % x, Total research and development expenses increased from $865,000 in
1981 to $3.1 million in 1982 and then declined to $1.6 million in 1983. These
expenses increased by 6 percent during January-August 1984 compared with those
during January-August 1983, Further research and development is performed by
State agencies and grower associations on behalf of Florida citrus growers and
processors.

Unit costs of production.--Domestic producers of FCOJ were reéquested to
provide data on their unit costs of production for FCOJ. The cooperatives,
with the exception of * * *, were not able to provide complete unit-cost data
because their raw material (fresh oranges) is not supplied at market price.
Eleven corporations and * * * provided data on unit costs of production, and
all these firms, except * * X, reported data for major items of such costs.
The average industry costs, by major items, for crop years 1980/81 through
1983/84 are presented in table 9.

Table 9.--U.S. processors' average manufacturing cost to produce FCOJ from
fresh oranges, at 652 Brix equivalent, crop years 1980/81 to 1983/84

(Per gallon)

Item . 1980/81 .  1981/82° | 1982/83 1/ . 1983/84
Fresh oranges and other : : :
material-——————--mmo o : $7.87 : $8.78 : $8.27 : $10.21
Direct labor----——-———-—vu—- : .27 ¢ .28 : .28 : .33
Energy--—--————————=————=e-o— : .23 : .25 ¢ .25 ¢ .27
Depreciation—---——-~mommm-n : .09 ¢ .11 .11 ¢ .13
Other plant costs 2/ ——————— : .56 : .50 : .46 : .61

Total-————me— e : 9.02 : 9.92 : 9.37 : 11.55

1/ Data for 13 processors.
2/ Adjusted to arrive at total.

Source: Compiled from data submitted in response to'questionnaires of the
U.S. International Trade Commission.
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As shown, the industry's average total cost of produc1ng FCOJ from round
oranges increased from $9.02 per gallon in 1980/81 to $9:92° in 1981/82. or by
10 percent, but then declined by 6 percent to $9.37 in 1982/83. Their total
cost of production rose to its highest level in the past 4 years--$11.55 per
gallon--in 1983/84, representing a 28-percent increase over the 1980/81
level,, Fresh oranges and other material costs per gallon accounted for about
88 percent of total costs. of productlon during each reporting year. These

‘major costs in 1983/84 were 23 .percent greater than those in 1982/83, and 30
percent gréater than those in 1980/81. The producers attribute the increases
in 1981/82 and 1983/84 to the low volume of fresh oranges available for
processing, and to hlgher prices due to crop freezes. Depreciation and other
plant costs (mainly fixed costs) increased during the reporting period,
reflecting the processing of lower volumes of fresh oranges. Average direct
labor and energy costs per gallon increased slightly in 1981/82 over those in
.1980/81 - Such costs remained steady in 1982/83, before rising in 1983/84.

Investment in productive facilities.--Nine U.S. corporations provided-
data relative to both their investment in productive facilities employed in

the production of FCOJ (table 10), and all products produced in the1r
. establishment(s) (table 11).

Table: 10.--Investment in productive facilities, net sales, and income of 9 U.S.

corporations for their operations producing FCOJ, as of the end of
accounting years 1981-83, and, as of June 30, 1983, and June 30, 1984

Ny

As of June 30--

Item © 1981 © 1982 | 1983 ° -
o . ' : ' S 1983 . 1984
Investment in productive : : : : :
facilities: » : : : o :
:Original cost : N R BN - :
I 1,000 dollars-=-: 92,601 : 105,171 : 137,911 :122,819 : 158,700
Book value------——-—---do----:" 57,128 : 67,963 : 90,859 : 83,615 : 114,448
Net sales----- e do----: 317 022 : 308,839 : 370,251 :182,211 : . 273,250
Operatlng income or (loss) . - : P s B
do----: ~=13.soz : - (2,488): (14,491):(14,532): 5,145
Net income or ‘(loss) before o [ S : , P
income taxes--——---—--- do----: 4,617 : (11,078): (23,005):(21,176): (8,628)
Ratio of operating income or v S A R I S ©os
(loss) to net sales : : : : :
4 percent—-: . 4.3 : (0.8): (3.9): (8.0): 1.9
Ratio of net income or-(loss) e s : K
before income taxes to-- : : : :
Net sales--—--—------ percent--: 1.5 : (3.6): (6.2): (11.6): - (3.2)
Original cost-----~—--—- do----: 5.0 : (10.5): (16.7): (17.2): (5.4)
8.1 ¢ ‘(16.3): (25. 3) (25.3): (7.5)

Book value----——~=——-=x- do—-—~:

. .
. S H :

Source: Compiled from data submitted in response to questlonnalres of thé U.S.

International Trade Commission.
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Table 11.--Investment in ptroductive facilities, net sales, and income of 9 U.S.
corporations for their overall operations of establishments within which

. FCOJ is produced, as of the end of accounting years 1981-83, and, as of
June 30, 1983, and June 30, 1984

As of June 30--

Item 1981 ¢ 1982 ' 1983 -
; : : 1983 & 1984

Investment in productive

facilities:
Original cost o HE : : : :

1,000 dollars--: 199,193 : 222,649 : 239,864 : 172,874 : 213,911

Book value---—————c——--- do—---: 135,995 : 154,571 : 162,467 : 120,449 : 153,171

Net sales—————-~—-co—mn ---do----: 493,585 : 439,067 : 499,220 : 231,935 : 324,675
Operating income or (loss) : : : : :

: : : do----: 36,106 : (2,331): (13,147): (16,023): 2,632
Net income or (loss) before : : ot :

income taxes---—---———- do----: 22,513 : (17,528): (24,804): (21,729): (11,375)

Ratio of operating income or
(loss) to net sales : : : : :
: percent—-: 7.3 : (0.5): (2.6): (6.9):
Ratio of net income or (loss) : B : : : :

before income taxes to-—- : : : : :
Net sales----~----~-percent—-: 4.6 : (4.0): (5.0): (9.4): (3.5)
Original cost-——--——-———- do——--: 11.3 : (7.9): (10:3): (12.6): (5.3)
Book value-——--———————— do—----: 16.6 : (11.3): (15:3): (18.0): - (7.4)

.
.

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

. The corporations' investment in FCOJ facilities, valued at original cost,
increased from $92.6 million in 1981 to $158.7 million in June 1984. The book
value of such facilities increased by $57.3 million during the same period.

_ To provide an additional measure of profitability, the ratios of net
profit or loss before income taxes to original cost and book value of fixed
assets are also presented in the tables. The ratios for both FCOJ operations
and establishment operations followed the same trend as did the ratios of
income or loss before income taxes to net sales.

Imports, Market Penetration, and Pricesﬁj

U.S. imports

U.S. imports of FCOJ 1/ from Brazil rose from 100 million gallons in crop
year 1979/80 to 352 million gallons in crop year 1981/82, but then declined
slightly to 349 million gallons in crop year 1982/83, more than tripling over
the period (table 12). Imports from Brazil rose from 273 million gallons in

1/ All quantity data on imports of FCOJ are collected and reﬁorted in
single-strength-equivalent form.
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Table 12.--FCOJ: U.s.'imports for consumption, by principal sources, crop years
1979/80 to 1982/83, December 1982-September 1983, and December 1983-September
1984

"December-September—-

. State ‘1979/80 ' 1980/81 ° 1981/82 ' 1982/83 -
‘ ) : : S 0 1982/83 | 1983/84

Quantity (1,000 gallons) 1/

Brazil----—o—e—eeoeo---:100,122 : 197,876 : 352,239 : 349,084 : 273,393 : 388,851

MeXiCo————mm e : 2,387 : 6,524 : 17,621 : 26,050 : 24,680 : 15,598
Venezuela————————-—ecem : - - - - 738 : 291 : 568
Canada—--~———comsmomme ey -3 15 : 535 : 371 ;. 371-: 102
West Germany---———=—=v—n : 107 : 5 3 293 : © 210 : 210 : 10
Other--————m e 86 : 3,995 : 3,460 : 637 : 617 : 5,088

: 410,217

Total--——m——mmmmemm :102,702 : 208,416 : 374,149 : 377,090 : 299,561
o S " Value (1,000 dollars)

. .
. .

Brazile- -—emmemmmmmeem : 66,791 : 162,084 : 282,439

: 280,581 : 220,702 : 379,618
Mexico——————m—mmmme s 1,726 5,364 : . 15,164 : 19,727 : 18,801 : 17,360
Venezuela-—-~~————vmc—o : - - - : 461 : . 185 : 215
Canada-~——————— e : - 25 : 593 : 390 : © 390 : 152
West Germany--—-———————~—~ : 302 : 24 1,051 : 1,866 :.. 1,866 : 13
Other——----~ e : 58 : 3,436 : 2,858 : 663 : . 617 : 7,162

Total-—————~ocoe ~:_68,877 : 170,933 : 302,105 : 303,688 : 242,561 : 404,520

Unit value (per gallon)

. -
. .

1:1 o T3 1 K : $0.67 : $0.82 : $0.80 . $0.80 : . $0.80 : $0.98

MeXico----mmmmmmm e .72 ¢ .82 : .86 : 760 - .76 1.11
Venezuela——~i-—emmcommmny - - - .62 : .63 : .38
Canada-———=mmmmm e e : - 1.69 : 1.11 : 1.05 : 1.05 : 1.49
West Germany---—-—--——=—- H 2.83 : 4,49 : 3.59 : 8.89 : 8.88 : 1.24
Other-——s——smm el T .67 : .86 : .83 : 1.04 : .99 : 1.41

Averagem;———J—é—-——s: .67 .82 : .81 ¢ .81 : .80 : .98

1/ 1ngle strength equivalent.

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

December 1982-September 1983 to 389 m1111on gallons in December 1983-September
1984, or by 42 percent.

Total imports mirrored ‘the trend exhibited by imports from,Bfazil, rising
steadily from 103 million gallons in 1979/80 to 377 million gallons in
1982/83, representing an overall increase of 267 percent. 1/ Total imports

1/ Imports from Brazil accounted for between 97 percent (1979/80) and 91
percent’ December—September 1983/84 of total imports during the period under .
investigation. _ o
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increased further in December 1983- September 1984 to 410 million gallons,
representing a level 37-percent above total 1mports during December
1982-September 1983.

The average unit value of imports from Brazil increased from $0.67 per
gallon in 1979/80, .the year of the record domestic orange crop, to about $0.81
per gallon during 1980/81 through 1982/83. However, the average unit value of
these imports increased to $0.97 -per gallon in December 1983-September 1984,
or by about 20 percent over prev1ous levels

The or151nal petltxoner, Mutual, noted a .trend toward the importation of

FCOJ into States outside of Florlda for conversion into reconstituted juice. 1/
The portions of imports of FCOJ which were entered through Florida during 1979

through January-August 1984 are presented in the following tabulatlon,
compiled from Department of Commerce data (in -percent): ‘

] ST T -e. Imports of. FCOJ - :
' " Imports of FCOJ  from other Total imports of

from Brazil sources entered FCOJ entered
‘entered through through Florida through Florida
Florida ports ports ports

1979 -~ 80 ' 35 . 77

1980— - ———m e ~— 75 22 . : 74

1981 ~——-- 80 . 86 S . 81

1982- -~ eeme s 81 .81 . 81

1983-————c-mmsmioioaom 64 ¢ 447 - 62
January-August-- - ’

1983---——rmmmommeme 13 51 70

1984 - ——mmmmm e 61 : 41 60

A large share of imports entered through non-Florida ports is accounted
for ¥ * X, In addition to selling imported FCOJ to customers, this firm
x X %, 2/ ' i

The trend towards increasing 1mports through non-Florida ports is likely
to accelerate 1n the future, when Inter American, Inc., becomes operational in
spring 1985. This flrm, which is located in a forelgn trade zone in Port
Elizabeth, NJ, * * X, 3/ :

This trend towards imports through non-Florida ports is further
illustrated by data on U.S. general imports for December-September 1983/84.
General imports through ports outside of Florida increased from 57.5
million gallons in December-September -1982/83 to 177.0 million gallons ‘in

1/ See "An Appraisal of Recent Domestic and International Trade Developments
in Orange Juice; Impllcatlons for U.S.. Growers and Processors," pp. 13-15,
Investigation No. 701 TA 184 (Prel1m1nary) S ‘ . -

2/ * % x, o v

3/ Bulk shlpments are transported by FCOJH tankers There are currently
three -such ships in operation, with a fourth under construction. Two ships
are owned by Citrosuco, and one by Cargill. The ship under construction is
owned by Cutrale. - :
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December-September 1983/84, representing a three-fold increase. In
' comparison, general imports. through Florida ports rose from 210.6 million
gallons in December-September 1982/83 to 313.1 million gallons in
‘December-September 1983/84, representing an increase of 49 percent.

It should be noted, however, that some FCOJ is entered and shipped from
non-Florida ports to processors in Florida, reducing this overall trend. It
is estimated that Florida processors purchased either directly or indirectly
about 70 percent of total U.S. FCOJ imports during December-September 1983/84.

‘Harket penetration . . |

As mentioned earller, 1t is not poss1b1e to determ1ne the portion of
exported FCOJ -that consists of the imported product. This casts doubt on the
meaningfulness of traditional market penetration analysis (i.e., the ratio of
imports to apparent U.S. consumption) since at least some imported FCOJ, and
possibly a significant amount, is known to be exported. Such exports of
‘imported FCOJ should be subtracted from total imports before analyzing. market
penetration. However, since most imported FCOJ is blended with the domestic
product, albeit in varying proportions, processors are generally unable to
determine the specific composition of each shipment. In this section,
therefore, the quantity of imports from Brazil is compared with total
available FCoJ (U.s. production plus imports plus .carryover. stock) and with .
total U.S. production of FCOJ from the Florida crop.

The ratio of imports from Brazil to total available FCOJ increased .from
. 7.8 percent in 1979/80 to 29.6 percent in 1981/82, and .then declined to 27.3

percent in 1982/83 (table 13). The ratio of imports from Brazil to total

Table 13.--FCOJ: U.S. imports from Brazil and total available
FCOJ, crop years 1979/80 to 1983/84

- v : . . :Ratio of imports
: Imports from : Total available : from Brazil to

Perlodw : .Brazil : . FcoJ total available
s : Sy : FCOJ
: -———f—-—H11110n gallons 1/ : .. Percent
1979/80——— ———— oo : 1oo.1,;T 1,279.4 : 7.8
1980/8l———c—— St e 2 . 197.9 : 1,181.8 : 16.7
1981/82—————— e : ‘ 352.2 : 1,191.2 : 29.6
1982/83———— e : 1349.1 : 1,277.6 : 27.3
1983/84——~——-—e—~-———7—7—: 2/ 4@6.6 : 2/ 1,154.8 : 2/ 40.0

1/ Single-strength equ1valent

2/ Estimated by the staff of the U. s. Internatlonal Trade Comm1551on by
prOJect1ng 1mports -from Brazil through November 1984.

Source: Comp11ed from official statistics of the U.S. Department of
Commerce and data of the Florida Citrus Processors Association, except as
noted. _ ,
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-available FCOJ is projected to increase to about 40 percent in 1983/84. Over
the period, penetration was the highest in the worst domestic crop year
(1983/84) and lowest in the best domestic crop year (1979/80). This trend is
illustrated in table 14, which compares imports from Brazil with production
from the Florida crop.

Table 14.--FCOJ: U.S. imports from Brazil and production from
Florida crop, crop years 1979/80 to 1983/84

L . :Ratio of imports

Crop year Imports.from : Production_from':"from Br?zil to
: Braz11 : Florida crop : production from
3 : : : _Florida crop
P H11110n gallons /= :  Percent
1979/80- -~ ~mmmm e 2 i 100:1 : 1,012.9 : 9.9
1980/81---——~———mm : 197.9 : ‘ 733.1 : 27.0
1981/82—- - S : 352.2 : 538.4 : . 65.4
1982/83— -~ e : 349.1 : ' 684.9 : 51.0

1983/84~ - —mm e - : 2/ 466.6 1 . 489.6 : 2/ 95.3

.
.

1/ Single-strength equxvalent
2/ Estimated by the staff of the U.S. International Trade Conmission by
projecting imports from Brazil through November 1984.

Source: Compiled from official 'statistics of the U.S. Department of Commerce
and from data of the Florida Citrus Processors Association, except as noted.

Prices

This section of the report presents and considers a wide range of pricing
information that has been compiled by the Florida Department of Citrus and by a
trade association within Florida. It examines both long term and recent trends
in prices received by growers for fresh oranges and by processors for FCOJ,
discusses recent movements in the Brazilian Government-controlled minimum price
for exports of orange juice concentrate, and provides rough comparisons
between domestic and import prices of FCOJM that were developed from
processor's questionnaires. An econometric analysis of the effects of prices
on the demand for domestic and imported FCOJ and projections of price levels,
production, shipments, and imports under alternative scenarios is included in
appendix E.

Cash prices of oranges.--Data on domestic round orange spot and contract
prices and FCQJ prices are published by Florida Citrus Mutual A discussion
of these reported prlces follows.

Processors buy fresh oranges on both a spot and a contract basis. 1In
spot transactions prices are negotiated irnformally between buyers and
sellers. Although growers deal directly with processors in some cases,
picking and hauling companies known as "bird dogs' usually serve as
.intermediaries in spot transactions. These independent companies buy oranges
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directly from;growersvand then sell thef t¢ processors at-the going market
price. In contract agreements, which may range in duration from one to three
years, growers and processors-generally-agree upon a minimum price for the

:4,oranges during a given season. However, these contracts usually allow for the

price to .rise above or fall below the minimum level if an- increase or decrease
1s warranted by . market condxtlons.3 : ] . o . -

: Average prices paid by processors for oranges used in FCOJ for the past

23 seasons are presented in table 15. The transactions on which these prices

-. are based have typically accounted for about 15 to 20 percent of the total

- shipments from growers to processors in recent years. As shown in the table,

average prices during the second half of the marketing season have usually

. been higher than the average during the first half due to the fact that the
‘quallty of the - fruit xmproves as the season progresses 1/ :

. Although . 1t is ev1dent that prices have risen sxgnlflcantly from an
»average of $2.25 per box in the 1961/62 season to an average of $6.62 per box
- in the 1983/84 .season, these prices have often fluctuated sharply from year to

.- year, as a result of short-run demand and supply influences. ‘Prices of

.- oranges have usually increased during seasons in which freezes have caused
f;démage to the orange crop, and they have usually increased much more

significantly in the following. season. As shown in table 15, freezes occurred

during the 1962/63 season, the 1970/71 season, the 1976/77 season, and in

.. three of the past four seasons. Prices during 1962/63 rose to $2.71 per box,

' ._representing a 20-percent increase from the $2.25 per box in the previous

.-year. In the following year, the price nearly doubled, reaching an average of
. $5.25 per box. Similarly, the price increase during crop year 1971/72 was

-larger than the.increase in 1970/71 when the freeze occurred. During the

..1976/77 crop year, prices actually declined from the average level in the

- . previous year, despite the freeze. However, during the next season, they

climbed by over 100 percent to $5.42 per box. .During 1980/81,.the average

“price rose by 8 percent, and then increased by an additional 17 percent in the

following year. The price increased significantly during each of the next two

- years, before declining moderately in 1983/84.

Despite the impact of freezes, the overall increase in the average price
of fresh oranges during the past- seven seasons was small. After reaching an
all-time high (at that time) of $6.42 per box in 1978/79, prices fell sharply
to $5.16 in the following year and then recovered during the next 2 years,
reacning $6.49 in 1981/82--an amount that was only 7 cents higher than the
1978/79 average. The price rose to $6.96 in 1982/83, but then fell back to an
average of $6.62 for the entire 1983/84 season, despite the sharp rise in
price during the second half of the season that resulted from the severe
December freeze.

Processors prices for FCOJ.--Average f.o.b. reference prices 2/ quoted by
private-label processors for sales of 12 6-ounce cans of FCOJ are presented in

1/ The quality of the fruit improves during the second half of the season
because the majority of the fruit harvested during that period is of the
Valencia variety, the best variety for juice.

2/ These prices are commonly referred to as "card"” or "benchmark" prices.
According to industry sources, processors generally quote prices on an f.o.b.
basis. It has been reported that one large private label processor, * * %, ig
now quoting all of its prices on a delivered basis.
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Table 15.--Fresh oranges: Average cash prices paid by
processors, by crop years, 1/ 1961/62 to 1983/84 -

(Per 90-pound box)
: Average price: Average price : Average price

Crop year : in first half: in second half: for entire
of season : of season : season
1961/62- - —— e : $2.54 : $1.91 : $2.25
1962/63 2/-~———————~ . - 1.61 : .3.81 : 2.71
1963764~~~ : 5.16 : 5.32 : 5.25
1964/65—— e : 3.46 : 3.24 : 3.37
1965/66 -~ —m——m e e : £ 1.92 : 2.58 : 2.28
1966/67—————— e 1.17 : 1.46 : 1.29
1967/68——— - ———— : 2.55 : 2.98 : 2.76
1968/69———— e ————————— : 2.56 : 2.92 2.70
1969/70— -~ 1.90 : 1.99 ¢ 1.94
1970/71 2/————————memm e 1.52 : 3.02; 2.07
1971/72— -~ e 2.87 : 2.95 : 2.91
1972773 e : 2.27 : 2.50 2.36
1973/74— -~ o I 2.49 : 2.71 : 2.58
1974/75— e : - 2.27 2.74 : 2.41
1975/76———————c e ——— e : 2.91 : 3.44 ; 3.11
1976777 2/~ ey 1.88 : 3.41 : 2.59
1977/78——~——— e - 5.06 : 5.88 : " 5.42
1978/79—————— e - —m———————— : 6.26 : 6.66 : 6.42
1979/80~—— ——— e : 4.97 5.43 : 5.16
1980/81 2/~-———m—mme 4.30 : 7.23 : 5.55
1981/82 2/-——+——+-r—mre e e : 6.27 : 6.90 : 6.49
1982/83— ———————— : 6.68 : 7.29 : 6.96
1983/84 2/-————- ———— e -3 5.47 : 8.48 : 6.62

"1/ A crop year denoté§ the period from December of a given year through
November of the following year, although all fresh oranges are harvested by
July. .

2/ Season in which a freeze occurred.

Source: Compiled from data provided by Florida Citrus Mutual.
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table-16. Although these price data provide a good indicator of year-to-year
movements in prices, they do not represent actual transaction prices for FCOJ.

Private-label processors have always offered standard and special
discounts from the reference price. For example, in early 1981 when the
reference price was $3.91 per dozen 6-ounce cans, processors were selling
private-label brands for $3.60. 1In the middle of 1982, the actual transaction
price of about $3.70 was well below the reference price of $3.91 that
prevailed at that time. 1/ 1In September 1984, FCOJ was reportedly selling for
about 6 percent less than the reference price of $5.02 per dozen 6-ounce
cans. 2/

As shown in table 16, FCOJ referénce prices have usually moved in the
same direction as prices of fresh oranges during the past two decades, though
the magnitudes of the fluctuations from season to season have generally been
smaller than those for fresh oranges. FCOJ prices have also consistently
increased during seasons in which freezes occurred and in the seasons
immediately following the freezes. However, the effect of the freezes on FCOJ

Table 16.--FCOJ: Average prices received by processors,
: by crop years, 1/ 1961/62 to 1983/84

‘(Per dozen 6-ounce cans)

Crop year : Price - Crop year = : Price

1961/62-——~—-mm—mmmmmm : $1.39 :: 1972/73— el $1.74
1962/63 2/—————mmommmmlt 2.29 :: 1973/74— oo : 1.80
1963/64—————— -~ 2.35 :: 1974/75———-———nmmmme 2.03
1964/65-————~———— 1.62 :: 1975/76—~-—~———oeoe - e 2.00
1965/66———--———m— - : 1.62 :: 1976/77 2/——~—~-nr—- : 2.45
1966/67————~———-—— e : . 1.19 :: 1977/78——— -~ : 3.30
1967/68——————— - e : 1.62 :: 1978/79-——————-——o : 3.50
1968/69-—-——--————————— : 1.78 :: 1979/80-——————ocmeemm : 3.04
1969/70-——-————mm e : 1.46 :: 1980/81 2/———-v—— —-: 3.91
1970/71 2/————~=—=--—— : 1.60 :: 1981/82 2/———--—————n—- : 3.98
1971/72—— e : 1.88 :: 1982/83——-—~-—-—mmmm- : 3.95

: 1t 1983/84 2/————-——————-1 3/ 4.80

"1/ A crop year includes the period from December of a given year through
November of the following year. )

2/ Season in which a freeze occurred.

3/ Represents the average for December 1983-September 1984.

. Source: ‘Compiled from data developed by Florida Citrus Mutual.

1/ These transaction price data were presented in the report to the
Ccommission in investigation No. 701-TA-184 (Final).
2/ Information obtained from discussions with industry sources.
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prices has been small in some cases. For example, between the 1980/81 season
and the 1981/82 season, the average price of FCOJ increased by only 2 percent,
from $3.91 per dozen 6-ounce cans to $3.98 per dozen 6-ounce cans, despite
freezes in both seasons.

Prices of FCOJ increased only moderately in the four seasons prior to
1983/84, rising by only 13 percent between 1978/79 and 1982/83. This increase
was smaller than increases in prices of some related products. For example,
during this period the producer price for fruit juices, nectars, and
concentrates rose by 23 percent. 1/

However, after remaining at about $3.95 for nearly 2 years, the price of
FCOJ climbed rapidly after the freeze in December 1983, reaching a level of
$4.75 in Januéry 1984. It climbed further to $5.02 in February and remained
at that level through September 1984.

‘Over the past decade, the prlce of FCOJ has 1ncreased more rapidly than
the general rate of inflation in the United States. Between 1974 and 1983 the
price of FCOJ increased at an average annual rate of 9.1 percent for an
overall increase of 219 percent. During 1974-83 the producer price index for
all finished goods increased at an average annual rate of only 7.6 percent,
rising by 93 percent -over the period. The differential has widened further in
1984. During the first 9 months of this year, the price of FCOJ was more than
20 percent higher than in the corresponding period in 1983. 1In contrast, the
index of finished good prices has increased by only about 2 percent, as shown
in the following tabulation:

Indexes of pfices of FCOJ and producer's finished goods

Period -

; FcoJ . Producer's Finished Goods 1/

. (1973/74 = 100)
1973/ 74— mm e m e 100 : 100
1974775 o memmnmm 113 : 111
1975/76 o mmmommmm} . 111 : 116
Y14} R —— : 136 : 123
1977/78—wmm mmm e 183 : : 133
1978/79— - mmmmmmm : ' 194 : 148
1979/80- = —n—=mmeeit C 169 : 167
1980/81-——-—~~-~- -3 217 : ‘ 183
1981/82--wmm—mme —cm 221 : 190

1982/83--—~=—==-m=g , 219 : 193

1/ The Producer's finished goods index, which is published by the Bureau of
Labor statistics, is on a calendar-year basis.

1/ Developed from official data of the Bureau of Labor Statistics of the
U.S. Department of Labor. .
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Brazil's minimum export price.--The Government of Brazil imposes a
minimum price on exports of frozZen orange juice'cbncentrate to ensure that
significant amounts .of foreign exchange will be repatriated to Brazil as a
result of these: exports. 1/ Thus, if the world market price of the
concentrate is $1,500 per ton and the minimum export price is $1,100 per ton,
a Brazilian exporter would be required to repatriate a minimum of $1,100 to
Brazil on a sale of 1 ton of concentrate. The remaining $400 could either be
repatrlated to Bra21l or invested elsewhere

After remaining relatively stable for a long period, the minimum export
?prlce was adjusted upward significantly in 1984 as a result of the sharp
increase in U.S. demand for imports of concentrate that stemmed from the
freeze-in late 1983, 'and the resulting decline in Brazilian inventories due to
these shipments.” During 1978-81, the m1n1mum export price remained at $900.
As a result of freeze-related shortages in the United States, the price was
increased to $1,200 in 1982, and was kept at that level thoughout 1983. It
was adjusted upward to $1,250 in January 1984, however, and has been increased
periodically since then. In October, the minimum export price reached $1,700,
and 1t w111 be increased to 31, 800 in January 1985.

Comparlsons between domestic and import prices of FCOJ.--Direct price
comparisons ‘between imported and domestically produced FCOJ are difficult to
make because most FCOJ is a blend made by combining FCOJ with concentrate
produced .from U.S. oranges. However, U.S. processors were asked to provide
information on purchases of FCOJM from Brazil and from U.S. sources (typically
the blended product). Their data suggest that prices of the Brazilian product
have consistently been lower than the price of the blended domestic product
during each of the past three crop years. However, the differential appears
to have narrowed during the 1983/84 crop year, as summarized in the following
tabulation (per gallon): 2/

Period . From Brazil From U.S. Sources
"1981/82 o $1.07 - $1.24
1982/83 1.09 1.25

ey 1983/84 1.48 _ 1.55

Prices paid by * * * 3 repacker located in * * *, offers additional
evidence that imported FCOJM from Brazil tends to cost less than the domestic
© product. In * * X,

Inland transportation costs.--Florida processors were asked to provide
information on the methods and costs of shipping FCOJ. Responses indicate
that most of the FCOJ sold by these processors is shipped by truck, although a
small percentage is transported by rail and minimal émpunts are moved by
.barge. Except for * * * which quotes delivered prices, transportation costs
. are normally paid by the purchaser.

The data show that transportation costs tend to increase moderately as a
,share of the delivered price as the distance increases. For shipments of 100

. -1/ The minimum export price is quoted in U.S. dollars despite the locatlon
of the export markets.
-2/ Single-strength equ1valent
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to 500 miles, costs range from 1.4 percent to 2.5 percent of the delivered
price. For distances of 500 to 1,000 miles, these costs.vary from 2 percent
to 5 percent of the price, and from 1,500 to 3,000 miles, they range from 4
percent to 10 percent.

Among the largest distributors, * * %,

Although the data indicate that transportation costs are not usually an
important consideration in sales within Florida or in a large part of the
Southeastern section of the country, they do suggest that Florida processors
might have trouble competing with imported FCOJ.from Brazil in markets, such
as the Northeast, which are a considerable distance from Florida and are
served by a close port. Brazil charges essentially the same delivered price
to non-Florida ports as it does to Tampa and Port Canaveral.

'Exchange rates

The Brazilian cruzeiro depreciated significantly in relation to the
dollar between January 1981 and June 1984 (table 17). The real-exchange-rate
index, which adjusts for rates of inflation in Brazil and the United States
shows that the cruzeiro declined relative to the dollar during most quarters
" in this three and one-half year period. The overall decline amounted to 22
percent. : :

Table 17.--Index of real exchange rates between the U.S. dollar and the
Brazilian cruziero, by quarters, January 1981-June 1984

(January-March 1981=100)

: Real-Exchange-

Period : Rate Index 1/

1981: _ , .
January-March-—-—————memm—me e e L 100.0
April-June--————— - : , : 98.6
July-September——————=-————m e H : .95.0
October-December---—-—-- e : : 93.3

1982: e :
January-March———--~— -~ : o 93.0.
April-June—————-———mm e e : 96.5

" July-September—————--— e : 95.9
October-December--————~——— e : _ . 91.2

1983: ' s
January-March-——-————=—c et : 80.2
April-June-—--m———omm e ; : . 72.5
July~-September—-—--~-——-—c e : 76.7
October-December—--—————-——emme vy _ : 79.2

1984: . - : :

January-March-———--~——— - oo : .78.5
April-June-————~—-e— - . 78.0

July-September——-——-———mmmommommm iy , 81.0

1/ Based upon exchange rates that are expressed in U.S. dollars per
Brazilian cruzeiro. :
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The Question of a Threat of Material Injury

The rate of increase of imports for consu@p;1on
from Brazil . ' . :

Imports -for consumption of FCOJ from Brazil increased irregularly but
sharply (by 249 percent) ‘from 1979/80 to 1982/83. These imports then increased
at a lower, -but still significant, rate from December-September 1982/83 to
December-September 1983/84, as shown in the following tabulation:

Imports from Brazil

(million gallons) 1/ . Percentage change

1979/80-———~—— = 100.1 - 2/
1980/81—~———~m e mm e 197.9 ' 97.7
1981/82——- -~ m e 352.2 : "~ 78.0
1982/83— - ——m—m e - 349.1 . -0.9
December-September-~ . _ .

1982/83—— - -—mmm e 273.4 _ 2/

1983/84—----—---7-f7-— 388.9 - 42.2

'1/ Single-strength equlvalent
.2/ Not. avallable :

Changes in import levels of Brazilian FCOJ have occurred in relation to
domestic production of fresh oranges, as shown ih -the following tabulation:

ol : * -1 Production,

Xy

. Crop year : Imports from Brazil : Index 1/: Florida round : Index 1/
: s : 3 oranges :
Million gallons 2/ : v Million boxes :
1979/80--~——~—~ : ' : 100.1 : 100 : . 206.7 : " 100
1980/81-———-~~—- ) 197.9 : 198 : ’ 172.4 : 83
1981/82-——-- ——— 352.2 : 352 : 125.8 : 61
- 1982/83——~——-- at 349.1 : 349 : 139.6 68
: 56

1983/84—-~—~——~: 3/ 466.6 : 466 : 116.7

3

1/ 1979/80= 100
2/ Single-strength equ1va1ent

" 3/ Estimated by the staff of the U.S. Internétional Trade Commission by
projecting imports through November 1984.

As shown in the above tabulation, imports increased in 1980/81 and
1981/82, coinciding with poor U.S. crop years. Imports decreased in 1982/83,
when the U.S. crop was better. Imports increased dramatically in 1983/84,
when U.S. orange production again decreased because of a freeze.
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The amount of FCOJ from Brazil in bonded warehouses

Due to the relatively high tariff on FCOJ, there is more incentive for
importers of this product to store their imports in bonded warehouses 1/ than

exists with respect to imports of many other products.

FCOJ imports may then

be withdrawn from the bonded warehouses, and the duties paid, closer to the

time the FCOJ will be used by the processor.

As shown in table 18, estimated

end-of-period imports from Brazil held in bonded warehouses increased
1rregularly from 1972/73 to 1980/81, when such imports reached a record (at
2/ TImports from

that tlme) high of approxlmately 185 million gallons.

Table 18.--FCOJ: General imports and imports for consumption from Brazil,
1972/73 to 1982/83, December-September 1982/83, and December-September

1983/84~-——=mmm 459,474

1983/84
i i . E:::z:agf Estimated
. B Gefieral : Imports : imports over: end-of -period
Period . for imports
: imports . : imports for :
consumption in bonded
: : consump-
warehouses
: R : tion 1/
—————————— 1,000 gallons. single- strength equlvalent—-—“-————
1972/73--—==ms—=~3 7,620 : 10,550 : ~-2,930 : 2/
1973/74---mmmmet 18,790 : 15,884 : 2,906 : 2,906
1974/75- ——~-=—=~- : 39,897 : 29,992 9,905 : 12,811
1975/76--~——-—--— : ‘ 34,496 29,064 : 5,432 : 18,243
1976/77--——-—~—~ : 31,860 : 28,842 : 3,018 : 21,261
1977/78--——-——-~ : ] "140,867 : 117,470 : 23,397 : 44,658
1978/79————-nv-—: 199,504 : 163,890 : 35,614 : 80,272
1979/80-—————==~=: 99,423 100,122 : - —-699 : 79,573
1980/81---——rm—=-; 303,675 : 197,876 105,798 : 185,371
©1981/82- -~ mm- - : 327,122 352,239 : -25,117 : 160,254
1982/83-- -~—-——~-- : 313,176 : 349,084 : -35,908 : 124,346
Dec.-Sept.-- : ol :
1982/83----—--~ : 242,912 273,393 : -30,481 : - 129,773
: 388,851 : 70,623 : 194,969

1/ Includes imports for reexport, which accounted for less than

general imports during 1978/79-1982/83.
2/ Base year is 1972/73. Imports held in bonded warehouses during thlS
period are believed to have been minimal.

1 percent of

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

Commerce.

1/ FCOJ may be stored for three or four years without product degradation,

Transcript, p. 36.

2/ As no official statistics exist as to imports in bonded warehouses, all
data are only approximations. However, the trends shown by such data are
valid and indicate the patterns of entries and withdrawls.
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‘Brazil in bonded warehouses then declined to 160 million gallons in 1981/ 82,
when processors withdrew 25 million gallons for consumption.. These imports
continued to decline in 1982/83 to 124 million gallons, as withdrawals
exceeded entries by 36 million gallons. Imports in bonded warehouses during
December 1982-September 1983 declined by 30 million gallons.. However, this
trend reversed in December 1983- -September 1984, when imports.exceeded
withdrawals by 71 million gallons.

The_capacity of Brazil to generaté éxporté;
and _the availability of other export markets

According to data published by the USDA, 1/ Brazil displaced the United
States as the world's largest producer of oranges in crop year 1981/82. 2/
Brazil's production in that year was 180 million boxes 3/ (table 19).

Table 19.--Selected data on oranges and FCOJ in Brazil, by crop years,
1981/82 to 1985/86

Crop year 1/--

Item .
: 1981/82 ° 1982/83 2/ 1983/84 2/ ' 1984/85 3/°1985/86 3/
Oranges: : . : : : o

"Production 4/ - : : B Lo .o
_— _ million boxes---: 180 : 195 : 180 : 185 : 210
Fresh consumption-----do----: 26 : 33 . 33 : .18 20
Fresh exports------~--do~---~ : 1: 2 2 : 2 : 4
Processed--~--—~—- oo do----: 153 : 160 : . -145 ;. . 165 : 186

FCOJ: B : : s : :

Beginning stocks : : : : :
million gallons 5/--: 53 : _ 28 : 142 : 14 : 14
Production-------- ——==do---~: 816 : 766 : t707 " 954 : 958
Domestic consumption--do-----: 22 : 22 ¢ 22 1. 18 21
Exports-------—=s—~so—do--~-: 819 : © 629 : 813 : 933 : . 933

Ending stocks-- :------ do----: 28 : 142 : : 14 : 17 21

. . -
te_ . . .

1/ Processing seasons in Brazil run from July 1 to June 30.

2/ Estimated by the USDA. "

.3/ Data were contained in FAS cable TOFAS 95- BR4051 -Sao Paulo. Nov .21, 1984, These
data are not official data of the USDA. : . ‘

4/ Includes 3 to 8 million boxes of tangerines and tangors

5/ Single-strength equivalent.

_Source' Compiled from data published by the USDA, except as noted.

1/ BR 4029, BR 4036, and FHORT 7-84,

2/ The Brazilian crop year runs from July 1 through June 30 of the following
calendar year, compared with the U.S. crop year of Dec. 1 to Nov. 30.

3/ A box in Brazil weighs 40.8 kilograms, or 89.95 pounds.
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Brazil's‘oroductlon inéreased to 195 million boxes in 1982/83 before declining
irregularly to an estlmated 185 million boxes in 1984/85. Production is
estlmated to rise to 210 ‘million boxes in 1985/86.

In recent years approx1mately 80 to 90 percent of the Braz111an orange
crop was utilized in the productxon of FCOJ, which totaled 766 million
gallons 1/ in 1982/83 and is estimated to total 707 million gallons in
1983/84. Productlon of FCOJ in 1984/85 is projected to be a record 954
million gallons, and production is estimated to reach 958 million gallons in
1985/86. 2/ The large amount of FCOJ produced in 1984/85 is due, in part, to
very high yields achieved during that crop year.

As shown in table 20, the Unlted States is Brazil's largest export market
for FCOJ," accountlng for 48 percent of total Braz1l1an exports during 1981-83.
‘table 20.--FCOJ:. Brazil's exports, by selected markets, 1981-83

' (In million of gallons) 1/
Market f 1981

X3

1982 © . 1983

United States-----—-wmocceeoar - 362.1 : : 415.0 : 365.5
European Community----~~------ : : “402.5 : - 199.1 : 260.4
Canada——~-~——-~———memmm : 33.4 : 27.9 : 44.6
Oother--—————~~—c e : 91.9 : 83.6 : : 99.6

© Total-------- e : © 889.9: 725.6 : 770.1

1/ Single-strength equivalent.

Source: Compiled from official statistics of the USDA.

U.S. projected orange product1on, 1985/86~1989/90

U.S. production of oranges is projected to increase during the period
1985/86 to 1989/90. However, the rate of increase and the magnitude of the
increase vary considerably depending on the assumptions used in the
projection. The following table (table 21) shows the projections of the
Florida Department of Citrus, 3/ which estimates that production will increase
from 150 million boxes in 1985/86 to 173-177 million boxes in 1989/90, and
those of Schnittker Associates, 4/ which estimates that production will
increase from 150 million boxes in 1985/86 to 155-190 million boxes in 1989-90.

1/ sSingle strength equivalent.

27 TOFAS 95-BR4051, Sao Paulo, Nov. 21, 1984,

3/ The Florida Department of Cltrus appeared at the hearing as a witness for
Mutual. :

4/ Schnittker Assoclates appeared at the hearing as a witness for the
Brazilian’ exporters :



- Table 21.--Projected Florida production of oranges,

1985/86 through 1989/90

Florida Department of Citrus' estimatesf Schnittker Associate's estimates

future tree planting assumptions

future freeze assumptions

Freeze

Freeze .
Period X X ) damage D damgge };86
Half 1/ " Average 2/ ' Double 3/ No freezes equivalent Feiim er
B : B : - 1984-90 to 30 million o gweq by a
: : boxes in 20 million box
December 1986 freeze in

December 1987

D e e e e e e million boxes ——— e
1985/86—————w- : 150 : 150 : 150 : 150 : 150 150
1986/87————m——: 168 168 . i 168 160 130 130
1987/88—————e— : 164 . 164 . - 164 170 150 130
1988/89————em . ; 174 174 174 ) 180 160 145
1989/90———e—mm B ' 173 . 175 . 177 . 190 170 15%

1/ One-half of 5-year average annual planting rate.

2/ Based on 5-year average annual tree planting rate from 1979-83.

3/ Do

Source:

uble the 5-year average annual tree planting rate.

Economic Research Department, Florida Department of Citrus, and Schnittker Associates.

cE-v
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APPENDIX A

THE SUSPENSION AGREEMENT, EXPORT TAX LETTER OF APRIL 18, 1983,
AND COMMERCE'S FINAL DETERMINATION
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Frozen Concentrated Orange Julce
fom Brazil; Suspension of
hvmgaﬂon

\ENCY: International Trade
Mministration, Commerce.

Acmion: Notice af suspension of
investigation.

SUMMARY; The Department of
Commerce has decided to suspend the
coantervailing duty investigation .
involving frozen concentrated orange
juice from Brazil. The basis for the
suspension is an agreement by the

" government of Brazil to offsét with an -
- export tax all benefits which we find to -

be subsidies on frozen concentrated
orange juice exported to the United
States.

" EFFECTIVE DAYE: March 2, 1983.

FOR FURTHER SNFORMATION COSTACT:
Francis R. Crowe, Office of Investigations,

" - Import Administration, International

Trade Administration, U.S. Department
of Commerce, 14th Street and
Constitution Avenue, NNW, Wanhmgton.'
D.C. 20230, telephone: {202) 377-3003.

SUPPLEMENTARY INFORMATION:

.Case History

On July 14, 1882, we recezved a petiton
from Florida Citrus Mutual, filedon .
behalf of the U.S. growers of oranges for
processmg into frozen concentrated
orange juice. The petition alleged that
certain benefits which canstitute
subsidies within the meaning of section
701 of the Act are being provided,
directly or indirectly, to the
manufacturers, producers, or exporters
in Brazil of frozen concentrated orange
juice.

We found the petition to contain
sufficient grounds upon which to initiate
a countervailing duty investigation, and
on August 2, 1982, we initiated a
countervailing duty investigation {47 FR
37172). We stated that we expected to
issue.a preliminary determination by
October 7, 1982. We subsequently
determined that the investigation is
“extracrdinarily complicated,” as
defined in section 703(c} of the Act, and
postponed our preliminary
determination for 65 days until
December 13, 1982 (47 FR 45896).

Since Brazil is 8 “country under the
Agreement” within the meaning of
section 701(b) of the Act, an injury
determination is required for this
investigation. Therefore, we notified the
U.S. International Trade Commission
{ITC) of our initiation. On September 8,
1082, the ITC preliminarily determined
that there is a reasonable indication that
these imports are materially injuring,-or
threatening to materially injure, a U.S.
industry (47 FR 38740).

We presented a questionnaire
concerning the allegations to the

government of Brazil in Washington,

D.C. On December 1, 1882, we received’
the response to that questionnaire.

On December 13, 1882, we issued our
preliminary determination in this
investigation (47 FR 56528). We stated in
our preliminery determination that the
government of Brazil was: providing its
manufacturers, producers, or exporters
of frozen concemtrated orange juice with
benefits that constitute subgidies. The
programs preliminarily determined to
bestow subsidies were:

* Preferential working capital
financing for exports. -

* Income tax exunptmn for export
earnings.

On January 25, 1963, the Department
initialed a propoeed agreement to’
suspend the countervailing duty
investigation involving frozen
concentrated orange juice from Brazil.
The basis for the proposed agreement
was that the government of Brazil would
offset by an export-tex the entire
amount of benefits we found to confer
subsidies on frozen concentrated orange
juice exported to the United States.

" In compliance with the procedural
requirements of section 704(e) of the
Act, we discussed with the parties to the
proceeding the proposed agreement and
provided them a copy of the propesed

- agreement.

Scope of lovestigation

The product covered by this
investigation is frazen concentrated
orange juice as currently provided for in
item 165.35 of the Tariff Schedules of the
United States.

There are nine known producers and
exporters in Brazil of frozen
concentrated orange juice to the United
States. We have received information
from the government of Brazil regarding
three of these companies, Cargill
Industrial Lida. {CARGILL). Citrosuco
Paulista S.A. (CITROSUCO]} and
Sucocitrico Cutrale S.A. (CUTRALE]),
which represented over 85 percent of
exports of this product to the United
States during a recent, representative
period—calendar year 1881.

The period for which we are
measuring subsidization is that fiscal
year for each company which most
closely corresponds to calendar year
1981. That period is March 1, 1881 to
February 28, 1982 for CARGILL; and

fay 1, 1981 to April 30, 1982 for
CITROSUCO and CUTRALE. We have
referred to these periods as fiscal year
1981 in this notice.

a
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Changes Since the Preliminary

.Determination

Prejerential Working Capital 'Fiﬁancmg
for Exports: Resolution 674 )

Cn February 11, 1983, the government
of Brazil notified the Department that
ine 3enco do Brasil rate for discounting
accounts receivable had increased from
59.6 percent to 72 percent effective .
january 3, 1983. In addition, effective -
January 11, 1983, the tax on financial
transactions was reduced from 6.9
percent to 4.8 percent. These changes
resuit in a subsidy rate differential of
32.8 percent rather than 22.5 percent as
stated in the preliminary determination
with respect to frozen concentrated
orange juice. Consequently, since the .
rate established for purposes of the
suspension is prospective, we will use
32.8 percent as the applicable
differential in determining the subsidy
rate from this program. :
Petitioner's Comments .

“The Department has consulted with .
the petitioner, and has received no
comments from them concerning the .
preposed suspension agreement.
However, we did receive comments
from the petitioner with respect to our
preliminary determination. - :
Comment 1 . . .

The petitioner disagrees with the
methodologies employed by the- ,
Départment in the determination of the
nét suhsidy stemming from the
preferential working capital financing
progranr. The petitioner alleges that
access to preferential short-term

financing has significantly enhanced the

long-term market position of the
Brazilian exporters of frozen-
concentrated orange juice. They argue
that because of these alleged long-term
benefits, the Department should equate
the benefits received under this program
to capital benefits and calculate the’
subsidy rate in a manner similar to that
used to calculate the net subsidy for
preferential long-term loans or capital
grants. They suggest that rather than °
allocate the benefits of this program
only to exports in the year in which such
financing was received. the Department
should employ a present value -
methodology to allocate to the review
period benefita of financing received
“during the past five years.” They do not
suggest, however, a period of time over.
which financing shouid be allocated.
Further, the petitioner argues that the
benchmark used by the Department in
determining the net subsidy for this
program was incorrect. The petitioner
argues that the Department should
compound the monthly or quarterly rate

for discounting accounts receivable in
order to establish an effective annual
rate as a comparable benchmark for

- financing received under this program.

In addition. they argue that the
department faiied to account for alleged

~compengating balances on thses short-

term loans {aithough illegal in Brazil).
DOC pPosition

The Department has in previous cases
used a present value methodology to
calculate the benefits stemming from
long-term loans in order to match the
flow of benefits more directly to the
production of goods under investigation.
In such instances the benefits were
either allocated over the life of the loan
or over the average useful life of the
asset(s) purchased with the loan(s). The
loans which were received by the
processors of frozen concentrated

‘orange juice under the preferential

working capital financing program had a
duration of less than one year and, by
their nature, were-not tied to assets.

" Likewise, the loans did not have any of

the characteristics of capital grants; the
amounts received are repayable and
they are not tied to assets. :
Therefore, the Department believes
that it is inappropriate to determine the
value of the benefits of this program °
using the present value of a cumulation
of short-term loans-as if they had long-
term benefits for which the financial
markets ordinarily account in the
atructure of interest rates based on

‘maturity of instruments. .

The conceptual basis for the
Department’s calculations of the amount
of the subsidy is based on the following:
(1) That the sale of an account
receivable constitutes the purchase of
an asset by a bank, in which the bank
absorbs the risk of non-payment; (2) that
once the sale is completed, the seller has
no further obligation (such as repayment

with interest) to the bank; and (3) that a

series of sales of accounts receivable is
not equivalent to rolling over a loan
where interest on the original loan is
compounded.-As a result, the discount
rate we have used is a simple rate and
additive.

If the sale of an account receivable
does in fact have more the character of
a loan than the sale of an asset, we may
have to reassess our position. We will
investigate this matter further in the
course of montoring the agreement and
make any necessary adjustments in the
calculation of the interest differential
and net subsidy. -

Concerning the argument that the
Department has not accounted for -
compensating balances when
determining the net subsidy stemming
from this program. we have found no

evidence of compensating balances in
company records. The only deductions
from the value of the receivables notec
during verificatipn were the discount.

. +he tax on financial transactions and a

commission on the transactions.
Respondent’s Comments

Comment 1

The respondent argues that the
benefits from preferential working
capital financing are realized by a
borrower at-the time the cost of a loan
paid. Consequently, they argue that the
Department should calculate the net
subsidy based upon the date of
repayment of such loans rather than ‘o
prorate the benefit throughout the
duration of the loans.

DOC Position

In the notice of final results of
administrative review of the
countervailing duty order on certain
scissors and shears from Brazil (47 FR
10268), we noted that the government o
Brazil argued for the allocation of the
benefits from these loans throughout th
duration of the loans rather than to

. assign them to the period in which the

loan was received. The government
stated that the method of assigning the
entire benefit to the period in which the
loan was received did not fully allow fc
factors, such as increased or decreased
exports from one period to another,
factors, which affect the ad valorem
value of the benefit. We agreed with th
government of Brazil's argument and
prorated the benefits throughout the
duration-of the loan. At that time we
stated that when each year there is a
substantial growth in the value of
exports over the previous year, the

" allocation of the whole loan to the

period in which it was received can -
create a distortion and overstate the

-value of the benefit. Likewise, in simila

circumstances, the allocation of the

“whole loan to the period in which it is

repaid can understate the value of the
benefit. Therefore, we have not change:
the methodology as stated in the
preliminary determination.

Comment 2

The respondent argues that the benef
from the income tax exemption for
export eamingsshould be reduced by 2
percent, the amount of taxes which
corporate taxpayers may direct into .
certain investment funda. The .
corporations then receive stock for thek
investment. Respondent claims that hac
the companies subject to the . N
investigation paid additional taxes, -
absent the income tax exemption
program, they would have elected to
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direct 26 percent of such taxes to the
investment funds.

DOC Position

1t is speculative to assume that the
concerned companies would take part in
a voluntary investment program.
Moreover, the fact that the government
of Brazil administers two programs
exempting taxes on earnings under
differing terms and conditions does not
argue that the amount of the
countervailable benefit under the export
program should be adjusted.
Conseguently, the Department believes
that the proper basis for calculating the
benefit from this program is 100 percent
of the amount of taxes saved by the
companies which participated in it.

Comment 3

The respondent argues that the *
Department should offset the amount of
any subsidies from countervailable
programs by the amount of an export
tax paid on the export of frozen
concentrated orange juice and by the
amount of a government imposed
increase in the price which exporters of
frozen concentrated orange ]uxce must
pay for oranges.

During the period for whmh we are
measuring subsidization, exporters paid
a 10 percent tax upon exportation of
frozen concentrated orange juice. In
June 1882 the government also
established minimum prices which
purchasers must pay for oranges. In
conjunction with the establishment of
those minimum prices, the export tax
was reduced to one percent, the rate
currently in effect. They state that
processors of frozen concentrated
orange juice are contractually bound *to
comply with the current system for the
foreign sale of frozen concentrated
orange juice and to the terms that make
up the (strandard) agreement for settmg
supply prices of raw material (fruit)” in
order to-obtain export licenses and any
financial incentives from exporting the
product under investigation. Therefore,
they argue that the Department should
allow offsets for the export tax.and the
minimum price for oranges under
section 771(6)(A) as application fees,
deposits, or similar payments paid in
order to qualify for or to recieve the
subsidy.

The respondent also cites two other
conditions to which a company must
agree in order to obtain export licenses.
namely, export quotas and minimum
export prices. All of these conditions,
the export tax, minimum price for raw
materials, export quotas and minimum
export prices are part of a policy of
“diversification” by which the
government of Brazil controls the

~ expansion not only differ in purpose but

-

exportation of certain products such as

‘frozen concentrated orange juice, coffee,

cocoa, sugar and other items.

The respondent also suggests that the
Department should allow offsets for a
three percent “excise equalization tax™
imposed by the State of Florida.-and for
duties paid to the United States
government upon importation of frozen
concentrated orange juice.

DOC Position

The government of Brazil has used
certain mechanisms in its policy of
diversification to restrain the
exportation of certain agricultural
commodities. The restraints on frozen
concentrated orange juuce were
imposed in 1879 and have varied widely
in their application since then,
apparently in reaction to differing
market conditions. The purpose of such
restraints counters the purpose of-export
incentives, to expand trade. That they
are imposed suggests that any financial

“*“burdens” which result from these

restraints serve another purpose than to
act as applications or fees to quahfy for
export incentives.

The policies of restraint and

also n operation. As has been noted, the
restraints have varied substantially
since their inception. Such controls can
be further modified in nature (currently
a mixture of monetary and quantitative
controls), in the extent of their
application, or even as to their
existence. Such modifications are
related to market conditions rather than
to qualification for export incentives. As
has been shown in previous
countervailing duty investigations
involving Brazilian products for which
no such controls exist, the working
capital financing and the income tax
exemption for export earnings programs
have operated independently of these

-controls, without any application fees or

other payments which allegedly stem
from such controls. The controls exist as
basic conditions under which the frozen
concentrated orange juice may be
exported, regardless of the participation,
or extent of participation of the
exporters of frozen concentrated orange
juice in any financial incentive program.
As such, the Department considers any -
cost resulting from these controls to be
in the nature of a general expense borne
by the exporter, rather than an
application fee, deposit or similar
payment paid to qualify for, or to
receive, the benefit of any specific
subsidy program. Therefore, we have
not offset the gross subsidy amount of
any countervailible program by the
costs of these controls. Concerning the
export tax imposed under these controls,

we are indifferent as to the amount (or
existence) of such a tax as it relates to
the export tax to be established under
the terms of the suspension as long as
the latter is sufficient to offset
completely the amount of the net .
subsidy determined by the Department
to exist with respect to the subject
product. In addition, the Department
does not consider taxes imposed by the
state of Florida and customs duties
imposed by the U.S. Government to
constitute offsets under the Act.

Susponlidn of Investigation

The Department consulted with the
petitioner with respect to the proposed
suspension agreement. We have
determined that the agreement will
offset the subsidies completely with
respect to the subject merchandise
exported directly or indirectly to the
United States, that the agreement can be
monitored effectively, and that the
agreement is in the public interest.
Therefore, we find that the criteria for
suspension of an investigation pursuant
to section 704 of the Act have been met.
The terms and conditions of the
agreement, signed February 24, 1883, are,
set forth in Annex 1 to this notice.
Pursuant to section 704(f)(2)(A) of the
Act, the suspension of liquidation of all
entries, entered or withdrawn from :
warehouse, for consumption of frozen
concentrated orange juice from Brazil
effective November 19, 1882, as directed
in our notice of “Preliminary Affirmative
Countervailing Duty Determination.
Frozen Concentrated Orange Juice from
Brazil,” is hereby terminated.

Any cash deposits on entries of frozen
concentrated orange juice from Brazil
pursuant to that suspension of
liquidation shall be refunded and any
bonds shall be released.

The Department intends to conduet an
administrative review within 12 months
of the anniversary date of publication of
this suspension as provided in section
751 of the Act. .

Notwithstanding the suspension
agreement, the Department will continue
the.investigation if we receive such a
request in accordance with section
704(g) of the Act within 20 days after the
date of publication of this notice.

This notice is published pursuant to
section 740(f)(1)(A) of the Act.

Dated: February 24, 1863.

Judith H. Bello, :

Acting Deputy Assistant Secretary for Imparx
Admunistration.

Annex I—Suspension Agreement; Frozen
Concentrated Orange Juice

Pursuant to section 704 of the Tariff Act of
1830, as amended (the Act), and section
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355.31 of the Commerce Regulations. the
United States Department of Commerce (the
Department) and the government of Brazil
enter into the following suspension
agreement (the agreement) on the basis of
which the Department shall suspend its
countervailing duty investigation initiated on
August 2, 1982 (47 FR 37172} with respect to
frozen concentrated orange juice from Brazil.
The agreement shalil be in atcordance with
the terms and provisions set forth below.

A. Scope of the Agreement

The agreement applies to frozen
concentrated orange juice manufactured in
Brazil and exported. directly or indirectly,
from Brazil to the United States (hereinafter
referred to as the “subject product™), as .

. currently provided for in item 165.35 of the
- Tariff Schedules of the United States.
B. Basis of the Agreement -~

1. The government of Brazil hereby agrees
to offset completely the amount of the net
subsidy determined by the Department in this

mceedmg to exist with fespect to the
subject product. The offset shall be

accomplished by an export tax lpphcat:;le to.

the subject product exported on or after April

30, 1983. The export tax shall offset
completely any benefits found to exist with
respect to the following programs:

(a) Preferential working capital ﬁ.nnncmg
for exports.

(b} Incomme tax mpﬂon for export
earnings.
{c} Any other pmgnm subsequently -
determined by the Department to constitute a
aubmdy under the Act to the subject product.

The Department shall officially notify the

government of Brazi] of any determination
made with respect tn items (a) through (c)
above. Lo

2. The govcmmem of Brazi] certifies that
no new or equivalent benefits shall be
granted on the subject product as a substitute
for any benefits offset by the agreement.

" 3. The offset of these benefits does not
coustitute an admission by the government of
Brazil that such benefits are subsidies within
lthe metmngofduUS conntcrvamngdnty
aw. -

4. The government of Brazil agrees that
from the effective date of the suspension of
the investigation and until the imposition of
anexpoﬁtaxnolaterthmApnlao.lmthat
completely offsets the net subsidy
determined by the Department to exist. the
rate of exports.of the subject product will not
exceed the average monthly rate of axports to
the United States in the period june 1881~
May 1882. Exports in excess of this quantity
will constitute a violation of the agreement .
pursuant to section 704(i) of the. Act. :

C. Monitoring of the Agreement

1. 'l'hagovemmto!hnlwto

-supply to the Department documentation
concerning the method and time of payment
of the export tax and other information the
Department deems necessary to demonstrats
that it is in full compliance with the :
agreement.

2. The government of Brazil shall notify the
Department if any exporters of the subject
product which benefit from the programs
described in paragranh B.1 regarding the

manufacture, production or export of the
subject product transship the subject product
through third countries to the United States.

3. The government of Brazil shall certify to
the Department within 15 days after the first
day of each three-month period beginning on
July 1. 1983 whether it conitinues to be in
compliance with the agreement by offsetting
completely the net subsidy referred to in
paragraph B.1 and whether it has substituted
any new or equivalent benefits for the
benefits offset by the agreement. The first
certification shall include the period April 30,
1883—june 30, 1983. Failure to supply such
information or certification in a timely
fashion may result in the immediate

‘ resumption of the investigation or issuance of

a countervailing duty order.

4 The government of Brazl shall permit
such verification and data collection as is
requested by the Department in order to

"monitor the agreement. The Department will

request such information and perform such
verification periodically pursuant to

" administrative reviews conducted under

section 751-of the Act

&..The government of Brazil shall promptly
notify the Department, with appropriate
‘documentation. of any change in the amount

" of benefits to the subject product. of any

change in the rate of the export tax. or if it
‘decides to alter or terminate its obligations
with respect to any of the terms of the

- agreement.

D. Violation of the Agreement

If the Department dstermines that the
agreement is being or has been violated or no
longer meets the requirements of section .
704(b} or (d) of the Act., then section 704{i)
shall apply.
E Effective Dates .

The effective date of the agreement is the
date of publication. .

Signed on this 24th day of Pebruary 1882
for the Government of Brazil.
José Alfredo Graga Lima,
First Secretary of the Brazilian Embassy.

1 have dstermined that the provisions of
paragraph B completely offset the subsidies
that the government of Brazil is providing
with respect to frozen coocentrated orange
fuice exported directly or indirectly from
Brazil to the United States and that the
provisions of paregraph C ensure that this
agresment can be monitored effectively
pursuant to ssction 704(d) of the Act.

" Purthermore, | have determined that the

agreement mests the requirements of section

- 704(b) of the Act and suspension of the

investigation is in the public interest.
Department of Commerca.

" Judity H. Bello,

Acting Deputy Assistant Secretary for Import
Administration.

{FR Doc. $3-6238 Pled 3-1-8X &ds am]

BLLING COOE 3510-20-M
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Mr. Luiz Felipe P. Lamorela
Minister-Counselor o
Erazilian Embassy

3006 Massachusetts Avenue, N.W,
hasb1nc€on, D:C. 20008

Dear Mr. Lamprela:

Pursuant to the provision of the agreement suspending the
investication of frozen concentrated o.ange juice, the government of
Brazil is IEQLlred to impose an export tax on all shlpments of
frozer concentrated orange juice exported from Brazil to the United
States or: or after Aorll 30, 1983, As stateé in the Feeeral
Recister nrotice anrounc1na the suspencsion agreement, we do not
consicder that the present export tax constitutes an offset to the
subsidy cetermined to exist with respect to frozen concentrated
orange juice. Therefore, & separately identifiable export tax
should be established under the terms of the agreement "to offset
completely the amount of the nét subsidy Setermined by the
Departrment....to exist with respect to the subject procht "

Rccording to our calculations, the expert taxs=should not be lower
than 3.51 percent of the f.o.b. value of these exports. This is
baseé upon the fecllowing:

Resolution 674 financing ' - 2.38%
Income tzx exemption for export earnings 1.13%

The rate of export tax is derived from information for 1981 receivecd
during the investigation, but with an adjustment in the rate for
Resclution €74 financing to reflect the increese in the "interest
Cifferentizl” 2s stateé in the Februery 11, 19832 lietter from the
Mirnistrv of Finance, covernment of Brazil,

Ve recocnize that benefits from these programs ray vary somewhat
from vear to vear, Shoulé there be an increase ir benefits under
any of the prcoramg, benefits will be received on exports befcre
informatior is submitteé ané@ aralyzeé¢ in a section 781
acéministretive review ané before a new rate for the offsetting
expcrt tex can be estzblished. Conseguently, it is the
responsibility of the Brezilian qovernment to estzblish the export
tax at 2 level sufficiently high to ensure that when & sectzon 751
review is completed all subsidies have been fully offset,
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On March 21, 1982, we received a reguest f,om cou:sel for the
coverrment of Brazil, that we continue thir jpveciigation. We
will make our final determination on or betore June‘s, 1983,
Should any changes occur in our calculations as 5 resylt of the
Getermination, you will be notified and we will ciange the rate
of export tax reguired for remaining in compliance with the
suspension zgreement.

Should you need any further information or essist:nce in this
matter, plezse contact Mr. Francis R, Crowe of my staff (202)
377-3051. '

Sincerely,

f e o x~
Cover ¥ Tr=T2 Al
L A Lo I )

Gary ¥.Eorlick

Devuty Assistant Secretary
for Import Aéministration

26658



A-44

Federal Register / Vol. 48, No. 109 / Monday, June 6, 1983 / Natices 25245

m

Final Affirmation Countervaliing Duty
Determination: Frozen Concentrated
Orange Julgo From Brazil

AGENCY: International Trade
Administration, Commeice. .

ACTION: Final affirmative countervailing
duty determination.

SUMMARY: We have determined that
certain benefits which constitute
subsidies within the meaning of the
countervailing duty lews are being
provided to manufacturers, producers,
or exporters in Brazil of frozen
concentrated orange juice. The
estimated net subsidy is 2.77 percent ad
valorem. The U.S. International Trade
Commission (ITC) will determine within
45 days of the publication of this notice
whether these imports are materially
injuring, or are threatening to materially
- injure, 8 U.S. industry. :

The Department of Commerce (the
Department) and the government of
Brazil have entered into a suspension
agreement We continued the
investigation at the request of the
government of Brazil in accordance with
section 704(g) of the Tariff Act of 1830,
as amended (the Act). If the final
determination by the ITC is negative.
the suspension agreement shall have no
force or effect. If the final determination
by the ITC is affirmative, the suspension
agreement shall remain in force.
EFFECTIVE DATE: June 6, 1883.

FOR FURTHER INFORMATION CONTACT:
Francis R. Crowe. Office of
Investigations, Import Administration,
International Trade Administration. U.S.

Department of Commerce, 14th Street

. and Constitution Avenue, N.W.,

Washington, D.C. 20230;telephone: (202)
377-0171.

SUPPLEMENTARY INFORMATION:
Final Determination

Based upon our investigation, we have
determined that certain benefits which,
constitute subsidies within the meaning
of section 701 of the'Act are being

-provided to manufacturers, producers,

or expdrters in Brazil of frozen
concentrated orange juice. For purposes
of this investigation, the following
programs are found to confer subsidjes:

» Preferential working capital
financing for exports.

¢ Income tax exemption for export
earnings. .

We have determined the estimated
aet subsidy on frozen concentrated
orange juice from Brazil to be 2.77
percent ad valorem.

The Department of Commerce {the
Department) and the government of
Brazil have entered into a suspension
agreement. If the final determination by
the ITC is negative, the suspension
agreement shall have no force or effect.
If the final determination by the ITC is
affirmative, the suspension agreement
shall remain in force.

Case History

- On July 14. 1982, we received a
petition from Florida Citrus Mutual, filed
on behalf of the U.S. growers of oranges
for processing into frozen concentrated
orange juice. The petition alleged that
certain benefits-which constitute
subsidies within the meaning of section
701 of the Act are being provided,
directly or indirectly, to the :
manufacturers, producers, or exporters
in Brazil of frozen concentrated orange
juice. )

We found the petition to contain
sufficient grounds upon which to initiate
a countérvailing duty investigation, and
on August 2, 1882, we started an
investigation (47 FR 37172). We stated
that weé’expected to issue a preliminary
determiriation by October 7, 1882. We
subsequently determined that the
investigation is "“extraordinarily
complicated,” as defined in section
703(c) of the Act, and postponed our
preliminary determination for 65 days
until December 13. 1982 (47 FR 45896).

Since Brazfl is a “country under the -
Agreement” within the meaning of
section 701(b) of the Act, an injury
determination is required for this
investigation. Therefore, we notified the
U.S. International Trade Commission
(ITC) of our initiation. On Sepiember 9.
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-1982. the ITC determined that there is a
reasonable indication that these imports
are materially injuring, or are
threatening to materially injure, a U.S.
industry {47 FR 39740).

We presented a questionnaire
concerning the allegauons to the
govemment of Brazil in Washington,
D.C. on August 27, 1982. On December 1,
1982, we received the response to that
questionnaire.

On December 13. 1982, we
preliminarily determined that the
government of Brazil was providing its
manufacturers, producers, or exporters
of frozen concentrated orange juice with
benefits that constitute subsidies. The
programs preliminarily determined to
bestow subsidies were:

* Preferential working capnal o
financing for exports.
¢ Income tax exemption for export
earnings. .
_ Notice of the prehmmary affirmative
countervailing duty determination was
. published on December 17, 1982 (47 FR -
56528). We directed the U.S Customs
Service to suspend liquidation of all
entries of the frozen concentrated
orange juice entered, or withdrawn from
warehouse, for consumption on or after
December 17, 1882, and to require the
posting of a cash deposit, bond or other
security in the amount of 2.855 percent.
of the f.0.b. value of the merchandise.

On Ianuary 25, 1883, the Department
and the government of Brazil initialed a
proposed agreement to suspend the
countervailing duty investigation
involving frozen concentrated orange
juice from Brazil The basis for the
proposed agreement was that the
government of Brazil would offset by an
export tax the entire amount of benefits

‘we found to confer subsidies on exports
of frozen concentrated orange juice fo
" the United States.

On the same date, in compliance with
the procedural requirements of section .
704{e) of the Act. we consulted with the -
petitioners regarding the proposed
agreement and provided them a copy of
it. We received no comments concerning
the proposed agreement. .

On February 24, 1963, the Depa.rtment
and the govemment of Brazil signed a
suspension agreement. as provided for
under section 704 of the Act. The .
agreement became effective with its
publication in the Federal Registar on
March 2, 1883 (48 FR 8838). Under the
agreement. the government of Brazil is
required to offset compietely by an
export tax the amount of the met subsidy
determined by the Department to exist
on Brazilian exports of frozen
concentrated orange juice to-the United
States.

By letter of March 21, 1983, counsel for
the government of Brazil requested that
the investigation be continued under
section 704(g) of the Act. Therefare, we
have completed the investigation and
are issuing a final determination.

Scope of Investigation

The product covered by this
investigation is frozen concentrated
orange juice as provided for in item
165.35 of the Tariff Schedules of zhe
United States.

There are nine known producers and
exporters in Brazil of frozen
concentrated orange juice to the United
States. We have received information -
from the government regarding three of
these companies, Cargill Industrial Ltda.
(CARGILL), Citrosuco Paulista S.A.
(CITROSUCO) and Sucocitrico Cutrale
S.A. (CUTRALE), which represented
over 85 pércent of exports of this
product to the United States during a
recent, representatlve penod—calendar
year 1981,

The period for which we are
measuring subsidization is that fiscal
year for each company which most
closely correspondn to calendar year
1981. That period is March 1, 1981 to
February 28, 1982 for CARGILL; and
May 1, 1881.to April 30, 1962 for
CITROSUCO and CUTRALE. We have
referred to these periods as fiscal year
1881 in this notice. It its response, the
government of Brazil prowded data for
the applicable periods. .

Analysis of Programs
1. Programs Determined To Confer
Subsidies

We have determined that subsidies
are being provided to manufatturers,

producers, or exportars in Brazil of
frozen concentrated orange juice under

. the following programs.

A. Preferential Working Capital

' Financing for Exports: Resolution 674

Under this program, companies are
declared eligible to receive working
capital loans by the Department of
Foreign Commerce of the Banco Central
do Brasil (CACEX]. These loans may
have a duration of up-to one year. Firma
in the frozen concentrated orange juice
industry can obtain this financing at
preferential rates for up to 12 percent of
the net f.0.b. value of the previous year's
exports. The maximum dollar eligibility
under this program is established by
CACEX and is stated on the

. “Certificado de Habilitacao” issued to

recipients. Since this program is
designed to promote exports and is tied
to export performance, we have
determined that such financing is an

_export subsidy and therefore is

countervailable. This program has aiso
been found to be countervailable in
previous investigations involving
Brazilian products.

The net export value is calculated by
taking numerous deductions from the
export value of the merchandise.
including agent commissions.
«<ontractual penalties or refunds. exports
denominated in cruzeiros. imported
inputs over 20 percent of the export
value, and a deduction for the
company's trade deficit as a percentage
of the value of its exports.

To determine the value of loans in
existence under this program during the
1981 fiscal year, we prorated any loans
that straddled other fiscal years. For
loans taken out in fiscal year 1980, only"
that portion extending into fiscal year

- 1881 was included in our calculation.

Any fiscal year 1981 loans extending
into fiscal year 1982 were similarly

adjusted.

As in previous Brazilian
countervailing duty cases, we are using
the rate esfablished by the Banco do
Brasil for discounting sales of accounts
receivable as the commercial rate for
the acquisition of short-term working
capital. We have used this comparison
because information provided by the
government of Brazil indicates that
within the Brazilian financial system,
working capital is normally raised
through the sale of accounts receivable.
In the review period the annual rate for
discounting sales of accounts receivable
was 59.6 percent plus a 6.9 percent tax
on financial transactions (IOF). The
subsidy is the difference between the
interest rate available under Resolution

-874 and the commercial rate.

The interest rate on loans under
Resolution 674 is 40 percent, with
interest pyable semiannually and the
principal fully payable on the due of the
loan. The effective rate of interest for
these loans is 44 percent. These loans
are also exempt from the IOF. Therefore,
the differential between these two types
of financing is 22.5 percent. Multiplying
this differential by the amount of
preferential financingreceived and
dividing the result by the value of
exports, we calculated a subuidy of 1.64
percent ad valorem.

On February 11, 1983, the government

. of Brazil notified the Department that

the Banco do Brasil rate for discounting

accounts receivable had increased from... ~

59.8 percent to 72 percent effective
January 3, 1983. In addition, effective
January 11, 1983, the tax on financial
transactions was reduced from 6.9
percent to 4.6 percent. These changes
result in a subsidy rate differential of
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32.6 percent rather than 22.5 percent as
stated above. Consequently. since the
rate established for purposes of the
suspension agreement is prospective, we
will use 32.6 percent as the applicable
differential in determining the net
subsidy rate which must be offsét by an
export tax under the terms of the
agreement.

B. Income Tax Exempbon for Export
Earnings

Exporters of frozen concentrated
orange juice are eligiblé to participate in
this program, under which the
percentage of their profit attributable to
export revenue is exempt from income
tax. To arrive at this percentage, export
revenue is divided by total revenue. The
amount of profit exempt from the
income tax is then multiplied by the 35
percent corporate income tax rate to
determine the amount of the benefit.
Since the program is designed to
promote exports and is tied to export
performance, we have determined that it
is an export subsidy and therefore is
countervailable. This program has also
been found to be countervailable in -
previous investigations involving
Brazilian-products.

in a program of this kind, beneﬁts .
cannot be determined with finality until
the books are closed sometime in the
following year. Therefore, we must look
at fiscal year 1980 income tax returns to
determine if any benefit was received in
fiscal year 1881. All three companies
received benefits under this program in
fiscal year 1881. By dividing the benefit
received by the value of exports of the
companies under4investigation, we
calculated a subsidy of 1.13 percent ad
valorem.

I1. Programs Detamnned Not To Confer
Subsidies

We have determined that subsidies
are not being provided to manufacturers,

- producers, or exporters in Brazil of

. frozen concentrated orange juice under
the following programs.

| A. Exemption From State Value-Added

Tax (ICM)
The state value-added tax (ICM) is

 applicable only to domestic sales of

| frozen concentrated orange juice. Export

| transactions are exempt from such

' taxation. The exemption of indirect

. taxes levied on the value added on

. exported goods does not consitute a
- countervailable benefit under either
. section 303 or section 701 of the Act.

B Exemption From Federal

' Industrialized Products Tax (IPI)

- The federal IPf value-added tax is
‘ applxcable only to domestic sales of

frozen concentrated orange juice. Export
transactions are exempt from such
taxation. The exemption of indirect
taxes levied on the value added on

- exported goods does not constitute a

countervailable benefit under either
section 303 or section 701 of the Act.

1. Program Determined Not to Be Used

We have determined that the
following program was not used by the
manufacturers, producers, or exporters
in Brazil of frozen concentrated orange
juice.

A. Federal lndustn’aiized Products Tox
(IPl) Export Credit Premium )

The IP] export credit premium

program was suspended on December 7, v

19879. When the IP] export credit
premium was reinstated on April 1, 1981,
the orange concentrate industry was
specifically excluded from-receiving the
benefits of this program (Ministry of
Finance Ordinance No. 78).

V. ngnm Determined To*Be no .
Longer in Existence’
We have determined that the

following program is no longerin -
existence.

A. State Value-Added Tax (ICM} Export
Credit Premium

This pmgram. under which Brazilian
companies were eligible for an
overrebate.of a state value-added tax on
goods destined for export, was
eliminated by Convention 01-79.

published January 12, 1978.

Verification

In accordance with section 776(a) of
the Act. we have verified data used in
making our final determination. During
this verfication, we followed normal
procedures, including inspection of
documents, discussions with company
and government officials and inspection
of manufacturer's records.

Administrative Procedures

The Department has afforded
interested parties an opportunity to
present ora] views in accordance with

" its regulations (19 CFR 355.35). There

was no request of a public hearing. In
accordance with the Department's
regulations (19 CFR 355.34(a)), written
views concerning the preliminary
determination have been received and
‘considered. All comments received were
addressed in the notice of suspension of
this investigation (48 FR 8839).

Suspension of Liquidation
The suspension of liquidation of

' entries of frozen concentrated orang : -

juice pursuant to the preliminary

affirmative determination was
terminated upon publication of the
notice of suspension of the investigation.

ITC Notification

In accordance with Section 7050d) of
the Act. we will notify the ITC of our
determination. In addition, we are

" making availabie to the ITC all non-

privileged and non-confidential .
information relating to this
investigation. We will allow the ITC
access to all privileged and confidential
information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective
order, without the written consent of the
Deputy Assistant Secretary for Import
Administration. The ITC will determine
within 45 days of the publication of this
notice whether impqrts of frozen
concentrated orange juice from Brazil
are materially injuring, or are
threatening to materially injure. a U.S.

- industry. If the ITC determines that

material injury, or threat or material
injury. does not exist, the agreement will
have no force or effect and this
investigation will be terminated.
However, if the ITC determines that
such injury does exist, the suspension
agreement will remain in force, and we
will not issue a countervailing duty
order as long as the requirements of
section 704(f)(3)(B) of the Act are met.
This determination is published in
accordance with section 705(d) of the
Act,
Lawrence J. Brady,
Assistant Secretary for Trade Administrotion.
May 24, 1883,
{PR Doc. 83-15021 Filed 6-3-33: 843 am)
BILLING CODE 3810-25-M
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(investigation No. 751-TA-10]

Frozen Concentrate Orange Juice
From Brazil :
AGENCY: United States International
Trade Commission.

ACTION: Institution of a review
investigation conceming the

Commission’s affirmative determination .
in investigation No. 701-TA-184. (Final),
Frozen Concentrated Orenge juice from

Brazil.

SUMMARY: Notice is hereby given that
the U.S. International Trade
Commissgion has initiated an
investigation pursuvant to section 751(b)
of the Tariff Act of 1930 (18 U.S.C.
1675(b)) to review its determination in
ivestigation No. 701~-TA-184 (Final). The
- purpose of the investigation is to
determine whether an industry in the
United States would be materially
injured, or would be threatened with
material injury, or the establishment of
an industry in the United States would
be materially retardad, by reason of
imports of frozen concentrated orange
juice from Brazil if the countervailing
duty order regarding such merchandise
were to bemodified or revoked. Frozen
concentrated arange juice is provided
from in item 165.35 of the Tariff
Schedules of the United States.
EFFECTIVE DATE: August 29, 1984.

FOR FURTHER INFORMATION CONTACT:
David Coombs, Qffice of Investigations,
U.S International Trade Commission
(202-523-1378).

SUPPLEMENTARY INFORMATION:
Background

On July 14. 1983, the Commisaion
determined, pursuant to section
705(b)(1) of the Tariff Act of 1830 (19
U.S.C. 1871d(b)(1)}, that an industry in
the United States was threatened with
material injury by reason of subsidized
imports of frozen concentrated orange
juice from Brazil. The effect of that’
determination was to leave in effect a
suspension agreement between the
United States and Brazil whereby the
Brazilian Government assesses a tax on
exports of frozen concentrated orange
juice to the United States equal to the
amount of the suhsidy found by
Commerce. The suspension agreement
was published in the Federal Register on
March 2, 1983 (48 FR 8839) and
Commerce’s final subsidy determination
was published on June 8, 1983 (48 FR
25245).

On May 31, 1964, the Commission

" received a request to review its

affirmative determination in
investigation No. 701-TA-184 (Final)
pursuant to section 751(b) of the Tariff
Act of 1930. The request was filed by

Wald, Harkrader & Ross on behalf of the -

following Brazilian producers and
exporters of frozen concentrated orange
juice: Sucocitrico Cutrale, SA: Citrosuco
Paulista, SA: and Cargill Industrial,
Lida. On June 20, 1984, the Commission
requested written comments in the
Federal Register (40 FR 25319) as to
whether the changed circumstances
alleged by the petitioner were sufficient
to warrant a review investigation. On
August 21, 1984, after reviewing

- comments received in response to that
" request. the Commission determined

that the alleged changed circumstances
were sufficient to warrant a review
investigation. :

The review investigation will be
conducted in accordance with
§ 207.45(b) of the Commission’s Rules of
Practice and Procedure (18 CFR ’
207.45(b)). The purpose of the
investigation is to determine whether an

‘industry in the United States would be

materially injured, or would be
threatened with material injury, or the
establishment of an industry in the
United States would be materially

- retarded, by reason of imports of frozen

concentrated orange juice from Brazil if
the countervailing duty order regarding
such merchandise were to be revoked.
Pursuant to § 207.45(b} of the
Commission’s Rules of Practice and
Procedure, the 120-day period for
completion of this investigation begins

on the date of publication of this notice
in the Federal Register.

Participation in the investigation

Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in
§ 201.11 of the Commission's Rules of
Practice and Procedure (18 CFR 201.11},
not later than 21 days after the
publication of this notice in the Pederal
Register. Any entry of appearance filed
after this date will be referred to the
Chairwoman, who shall determine
whether to accept the late entry for good
cause shown by the person desiring to
file the entry.

Upon the expiration of the period for
filing entries of appearance, the - :
Secretary shall prepare a service list
containing the names and addresses of
all persons, or their representatives,
who are parties to the investigation,
pursuant to § 201.11(d) of the .
Commissioni’s rules (18 CFR 201.11(d)).
Each document filed by a party to the

‘investigation must be served on all other

parties to the investigation (as identified

" by the service list), and a certificate of

service just accompany the document.
The Secretary will not accept a _
document for filing without a certificate
of service (19 CFR 201.16(c}).

Staff Report

A public version of the staff report
containing preliminary findings of fact in
this investigation will be placed in the
public record on October 18, 1984,
pursuant to § 207.21 of the Commission’s
rules (19 CFR 207.21). .

The Commissian will hold a public

- hearing in connection with this

investigation beginning at 10:00 a.m., on
November §, 1884, at the U.S.
Interndtional Trade Commission

- Building, 701 E Street NW., Washington,

D.C. Requests to appear at the hearing
should be filed in writing with the
Secretary to the Commission not later
than the close of business (5:15 p.m.) on’
October 23, 1884. All persons desiring to
appear at the hearing and make oral
presentations should file prehearing
briefs and attend a prehearing
conference to be held at 11:00 a.m., on
Octaober 30, 1884, in room 114 of the U.S.
Internatiorial Trade Commission .
Building. The deadline for filing
prehearing briefs is October 30, 1884.
Testimony at the public hearing is
governed by § 207.23 of the
Commission’s rules (19 CFR 207.23). This
rule requires that testimony be limited to
a'nonconfidential summary and analysis
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of material contained in prehearing
briefs and to information not available
at the time the prehearing brief was
submitted. All legal arguments,
.economic analyses, and factual
materials relevant to the public hearing
should be included in prehearing briefs
in accordance with § 207.22 (19 CFR
207 .22). Posthearing briefs must-conform
~ with the provisions of § 207.24 (19 CFR
207.24) and must be submitted not later

than the close of busmesn on November .

13, 1884.
Written Submissions

As mennoned. parties to this -
investigation may file prehearing and
posthearing briefs by the dates shown
above. In addition, any person who has
not entered an appearance as a party to
the investigation may submit a written
statement of information pertinent to the
subject of the investigations on or before
October 30, 1984. A signed original and
fourteen (14) true copies of each
submission must be filed with the
Secretary to the Commission in
accordance with section 201.8 of the
Commission’s rules (19 CFR 201.8). All
written submissions except for
confidential business data will be
available for public inspection during
regular business hours (8:45 a.m. to 5:15
p.m.} in the Office of the Secretary to the
Commission.

‘Any business information for which
confidential treatment is desired shall
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential-
Business Information.” Confidential
submissions and requests for
confidential treatment must conform
with the requirements of section 201.6 of
the Commission's rules (18 CFR 20.8).

For further information concerning the -

conduct of the investigation, hearing
procedures, and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, part
207, subparts A, C and E (19 CFR Part
207), and Part 201, Subpart A through E
(19 CFR Part 201).

Authority: This notice is published
pursuant to § 207.45 of the Commission’s
rules (18 CFR 207.45)

By order of the Commission.
Issued: August 21, 1884.
Kenneth R. Mason,
Secretary

[FR Doc. 84-220¢4 Filed 8-28-84: 84S am)
BHLLING CODE 7020-02-M
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TENTATIVE CALENDAR OF PUBLIC HEARING
Those listed below appeared'as witnesses at the United States
International Trade Commission's hearing:

Subject : Frozen Concentrated Orange Juice
: from Brazil

Inv. No. ~ : 751-TA-10
Date and time : November 5, 1984 - 10:00 a.m.
Sessions were held in connection with the investigation

in the Hearing Room of the United States International Trade
Commisson, 701 E Street, N.W., in Washington.

Parties in opposition to the application for review of the
determination of injury:

Barnes.lRichardson & Colburn--Counsel
" Washington, D.C. g
on behalf of

Florida Citrus Mutual
Bobby F. McKown, Executive Vice President

Economic Panel:

Ms. Sunne Brandmeyer
Dr. Dan L. Gunter
Edward E. Martin
William Raley, Grower
Robert Freeman, Grower
Philip Hefndon, Grower/Processor

James L. Lundquist)
Matthew T. McGrath) ~~OF COUNSEL

- more -
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Parties in support of the app]1cat1on for review of
the determ1nat1on of injury:

Wald, Harkrader & Ross--Counsel
Washington, D.C.
on behalf of

Branco Peres Citrus S/A

Cargill Citrus Ltda

Citro-Mojiana Ltda

Citrosuco Paulista S/A

Citrovale S/A
- Central Citrus S/A Industria E Commercia
Frutene Industria De Frutas Do Nordeste S/A
Frutesp S/A Agro Industrial

Frutos Tropicais S/A

Frutropic S/A

Sucocitrico Cutrale S/A

Sucorr1co S/A Industria E Commercia

Dulio Bento, Administrative D1rector, ABRASSUCOS
Schnittker Assoc1ates, Washington, D.C.
John A. Schnittker, President
John M. Schnittker
Noel Hemmendinger)

Royal Daniel, III)--OF COUNSEL
Ms. Lucy F. Reed )
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1984)

SCHEDULE 1. - ANIMAL AND VEGETABLE PRODUCTS Page 1-79
Part 12. - Beverages
1-12-A
G Stat. Unite Rates of Duty
s Item [Suf- Articles of
P fix Quantity 1. LbDC 2

PART 12. - BEVERAGES

Part 12 headnotes:

1. This part covers only products which are fit
for use as beverages or for beverage purposes.

2. The standard for determining the proof of brandy
and other spirits or liquorp of any kind vhen imported
is the same as that vhich {s defined in the laws
relating to internal revemue. The Secretary of the
Treasury, in his discretiop, may authorize the
ascertainment of the proof of wines, cordials, or
other liquors and fruit juices by distillation or
otherwise, when it 1s impracticable to ascertain such
proof by the means prescribed by existing law or
regulations.

3. The duties prescribed on products covered by
this part are in addition to the internal-revenue
taxes imposed under existing law or any subsequent
Act. The duties imposed on products covered by this
part vhich are subject aleo to internal-revenue taxes
are imposed only on the quantities subject to such
taxes; except that, in the case of distilled spirits
transferred to the bonded premises of a distilled
spirits plant under the provisiouns of section 5232
of the Internal Revenue Code of 1954, the duties are
imposed on the quantity withdrawn from customs custody. '

4, Provieions for the free entry of certain
samples of slcoholic beverages are covered by part 5
of schedule 8.

Subpart A. - Fruit Juices

Subpart A headnotes:

l. The products described in this subpart are
covered herein vhether or not containing ethyl
alcohol, but any such products which are also de-
scribed in subpart C or D of this part are classi-
fiable in said subpart C or D.

2. Por the purposes of this subpart, a concen~
trated juice may be in liquid, powdered, or solid
form.




age 1-80
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1984)

SCHEDULE 1. - ANIMAL AND VEGETABLE PRODUCTS
Part 12. - Beverages

T o

Stat
Suf-
fix

Iten

Articles

Units
of
Quantity

Rates of Duty

LoDC

165.15 | 00

-165.25
: 20
40

165.30
50
80
165.35
40
50
80

3. Por the purposes of this subpart --

(a) the term "gallon" in the "Rates of Duty”
column of the provisions applicable to fruit juices
wmeans gallon of natural unconcentrated juice or
gallon of reconstituted juice; ’

(b) the term "reconstituted juice” means the
product which can be obtained by wmixing the idported
concentrate with water in seuch proportion that the
product will have & Brix value equal to that found
by the Secretary of the Treasury from time to time
to be the average Brix value of like natural uncon-
centrated juice in the trade and coumerce of the
United States; and

(c) the term "Brix value" means the refracto-
metric sucrose value of the juice, adjusted to
compensate for the effect of any added sweetening
materials, and thereafter corrected for acid.

4. In determining the number of gallons of
reconstituted fruit juice which can be obtained
from a concentrate, the degree of concentration
shall be calculated on a volume basis to the nearest
0.5 degree, as determined by the ratio of the Brix
value of the imported concentrated juice to that of
the reconstituted juice, corrected for differences
of specific gravity of the juices. Any juice having
a degree of concentration of less than 1.5 (as
determined before correction to the nearest 0.5 degree)
shall be regarded as a natural unconcentrated juice.

5. 1In determining the degree of concentration of
mixed fruit juices (item 165.65), the mizture shall
be considered as being wholly of the component juice
having the lowest Brix value.

Subpart A statistical headnote: *

1. For the purposes of statistical reporting in
this subpart, the term “gallon" in the "Units of Quan-"
ticy" column means gallon of natural unconcentrated
juice or gallon of reconstituted juice (as defined in
headnote 3(b) above).

Fruit juices, including mixed fruit juices, con-
centrated or not concentrated, whether or not
sweetened:
Not mixed and not containing over 1.0 percent
of ethyl alcohol by volume:
Apple OF peaT....ciciireercvrronccarsncnsocans
Citrus fruic: ’
Lime.....
Not concentrated.....ccceicevovasene
Concentrated.....covcecetvsvcsnsnnes
Other:
Not concentrated.........ucvucancnne
Orange...cceeeees
Other........-
Concentrated.....
Orange......
LemoD...coeeevnnn
Other......ccoeeccvuscnvasnsanse

Pearesscasenacssncarasesenssanaar

Gal.....

Gal.
Gal.

Gal.
Gal.
Gal.
Gal.
Gal.

Free 1/

10¢ per gal. 1/

20c per gal. 1/

35¢ per gal. 1/

S¢ per gal. 1/

70¢ per gal. 1/

70¢ per.gnl. 1/

70¢ per gal. 1/

1/ lmports under this item may be subject to Federal Excise Tax (26 U.S.C. 5001 and 5041) as follows:
A) If containing distilled spirits, a tax of $10.50 per proof gallon and a proportionate tax at the like rate

on all fractional parts of a proof gallon.

B) If containing wine, a ter of --

1) 17¢ per wine gallon on still wines containing not more than 14X of alcohol by volume;
2) 67¢ per wine gallon on still wines containing more than 141 and not exceeding 212 of alcohol by volume;

3) $2.25 per wine gallon on still wines containing more than 211 and not exceeding 24X of alcohol by volume;
4) $3.40 per wine gallon on champagne and other sparkling wines; and
5) $2.40 per wine gallon on artificially carbonated wines.
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APPENDIX E

PROJECTED LEVELS OF SHIPMENTS, PRICES AND IMPORTS OF FCOJ, AND
ECONOMETRIC ANALYSIS OF DEMAND, SUPPLY, AND PRICES OF FCOJ
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This appendix is divided into three sections. The first section provides
projections of domestic shipments and imports of frozen orange juice
concentrate from Brazil under alternative scenarios. These projections are
based largely upon the results of an econometic analysis performed by the
Commission staff. A general discussion of the analysis is presented in the
second section of the appendix, and a technical description of the equations
is provided in the final section.

Projections of domestic shipments, prices, and imports

The four sets of projections of U.S. shipments, prices, and imports of
FCOJ are based upon differing prospects for the production of Florida oranges
during the next three seasons and upon varied pricing strategies by Brazilian
suppliers of imported concentrate. 1/ Case I proceeds on the assumption that
no freezes will occur during any of the next three crop years, and that output
of oranges will expand in all years. Cases II, III, and IV allow for the
effects of a severe freeze at the beginning of the 1986/87 season. Cases III
and IV also allow for the effects of price reductions by Brazilian suppliers.
In all instances it is assumed that the overall demand for FCOJ will increase
during each of the next three years as a result of moderate increases in
consumer income.

If output of fresh oranges increases during each of the next three crop
years as projected by Florida Citrus Mutual, prices of FCOJ will decrease
significantly, domestic shipments will increase, and imports of concentrate
from Brazil will decline sharply. Under this first scenario, the rise in
production from 117 million boxes in 1983/84 to 168 million boxes in 1986/87
will result-in an increased availability and lower price of domestic oranges.
Because of ithis ‘lower.input cost to processors, the price of domestic FCOJ
will decline from $4.80 per dozen 6-ounce cans in 1983/84 to $4.11 in 1986/87
(table E-1). The increase in the quantity of FCOJ demanded as a result of the
lower price will cause domestic shipments to increase from less than
900 million gallons in 1983/84 to nearly 1.1 billion in 1986/87. Because of
the availability and low prices of domestic oranges, processors will cut back
on their purchases of imported concentrate from Brazil. Imports of the
Brazilian concentrate are projected to decline from an estimated 467 million
gallons in 1983/84 to only 161 million in 1986/87. However, since freezes
occurred in three out of the last four seasons, this scenario of three
freeze-free seasons may be too optimistic.

"1/ While the projections are based upon parameter estimates that were
developed from historical data, they do not represent precise solutions of
a complete econometric model of the industry. The methodology employed in
developing the projections is described near the end of the final section
of this appendix.
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The second set of projections allows for the effects of a severe freeze
at the beginning of the 1986/87 season that .causes. output . in that year to
decline to 130 million boxes instead of 1ncre351ng to 168 m1111on boxes. 1/
As a result of the freeze and de¢line in output of domestic oranges the price
of FCOJ would climb back up to a level of $4.87 per dozen 6-ounce.cans in
1986787 instead of falling to $4.11. Domestic shlpments would only réach
1,028 billion gallons instead of rising to 1,093 billion, and imports of
concentrate from Brazil would 1ncrease to 361 million gallons instead of
falling to 152 million. s

1/ This estimate was developed by Schnittker Associates.
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Table E-1. ——PrOJected lévels of productlon, 1mports. domestic shlpments,
and price of FCOJ for crop years 1982/83 to 1986/87

_(Production in million boxes; imports/shipments in million gallons)

Item

‘1982/83 1/°1983/84 2/  1984/85 '

o

1985/86

1986/87

Case I--No projected domestic freeze

Production of oranges ————————

.
.

.
-

: 150 :

: 139.6 : 117 : 123 168
Imports of Brazilian con- : : : : :
centrate-——-~-crmeen o : 349.1 : 467 : 455 : 232 : 161
Domestic shipments of FCOJ--: 942 : 888 : 937 : 1,023 : 1,093
Domestic price of FCOJ per : ' : E : :
bOX—— el : $3.95 :  $4.80 : $4.79 : $4.36 : $4.11
" Case II--Projected domestic freeze in 1986/87
Production of oranges—------ : 139.6 : 117 : 123 : 150 : 130
Imports of Brazilian con- : : : : :
centrate-—--—-———mmcenrea- : 349.1 : 467 : 455 : 232 : 361
Domestic shipments of FCOJ——: 942 : 888 : 937 : 1,023 : 1,028
Domestic price of FCOJ per : : : : :
DO~ — e e : #3.95 ": $4.80 : $4.79 : $4.36 :  $4.87
: Case III--Projected domestic freeze in 1986/87;
: Brazil lowers prices by 4 percent in 1984/85
Production of oranges—------: 139.6 : 117 123 : 150 : 130
Imports of Brazilian con- : o : : : - : : oot
centrate-————-—————cee -~ : 349.1 : 467 : 489 : 249 388
Domestic shipments of FCOJ--: 942 : 888 : 948 1,034 : 1,039
Domestic price of FCOJ per : : : : :
DOX~ -~ = : $3.95 : $4.80 : $4.67 : $4.23 : $4.75
3 Case IV--Projected domestic freeze in 1986/87;
: Brazil lowers prices by 10 percent in 1984/85
Production of oranges—----—- : 139.6 : 117 : 123 : 150 : 130
Imports of Brazilian con- : : : : :
centrate--——————--cm e o : 349.1 : 467 : 566 : 288 527
Domestic shipments of FCOJ--: 942 : 888 : 971 : 1,057 : 1,062
Domestic price of FCOJ per : ‘ : : : :
: $3.95 : $4.80 $4.40 :  $3.96

bOX~———~==~ R -

: $4.44

1/ Actual.
2/ Estimated.

Source:
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The thircd and foqrth scenarios allow for the freeze in the 1986/87 season
and also allow for the effects of price reductions by Brazil on imported
" concentrate. 1In case III, it is assumed that the export tax on Brazilian

‘~“‘concentrate will be' repealed at the beginning of the 1984/85 season, and that

this wi'll induce Brazilian suppliers to reduce the price of imported

concentrate by 4 percent. As a result of this action, cash prices received by

growers of domestic oranges would decline, since the imported concentrate from

Brazil would be an increasingly attractive substitute in the production of

FCOJ. During ‘the 1984/85 season the price of FCOJ would decrease to $4.67

instead of remaining at $4.79 and shipments of FCOJ would be slightly higher.

Imports -would increase to 489 million gallons instead of declining to

455 million gallons. If the 4-percent price reduction remained in effect

during 1985/86 and 1986/87 the price of FCOJ would continue to be lower

" throughout this period, and domestic shipments of FCOJ and imports of
Brazilian concentrate would remain higher. ' If Brazil discontinued the price

' reduction as. a result of the freeze, imports, shipments, and the domestic

price of FCOJ in 1986/87 would be the same as in Case II.

' Case IV allows for the effects of a 10-percent price reduction by Brazil
at the beginning of the 1984/85 season. As shown in the table, the decline in
the-domestic -price of FCOJ would be greater than with a 4 percent reduction in
1mport prices; and domestlc shlpments and imports would both be higher in all
crop years ; .

The etonometric model

The econometric model which was-used for the projections in the previous
section was developed by the staff as an aid in understanding the economic
interrelationships within the .U.S. market for FCOJ. 1/ The analysis attempted
; to answer three questions. How are prices and production of fresh oranges
established? What factors influence imports of FCOJ from Brazil? And finally,
how are prices and shipments of domestic FCOJ determined? The quantitative
-estimates that resulted from researching these questions provided evidence of
how . ehanges in .imports and 1mport prices affect the domestic FCOJ market

Fresh oranges. ——Slnce fresh oranges are the main input. used in the
production of FCOJ, fluctuations in prices and production of this product have
a .significant effect on prices and shipments of FCOJ. But an analysis of the
market for oranges is somewhat complicated by the fact that the major portion
of the oranges used in producing FCOJ are shipped to processors under
cooperative: or participation agreements. As a result, only about 15 percent
of -thesoranges shipped to processors involve cash transactions. However,
increases or :decreases in the prices that result from these cash transactions
are thought to be good indicators of the scarcity or abundance of this product
in relation to demand in a given season.

1/ All of the estimated equations were developed from crop-year data for
1964/65 through 1981/82.
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The regression analysis tested three commonly held observations
concerning cash prices paid by processors for fresh oranges. It was believed
that the average cost per pound solid of the fresh oranges used in making FCOJ
could be largely explained by production levels of fresh oranges. prices of
imported FCOJ from Bra211, and a time trend.

The regression results were consistent with the assumptions discussed
above. The cost per pound solid of fresh oranges was found to be negatively
related to the output of fresh oranges, and positively related to the price
of imported concentrate from Brazil and the time trend. All three of the
explanatory variables were statistically significant at the 95-percent
confidence level or higher. The estimated coefficients from the regression
indicate that a l-percent decline in output during a given season would result
in a 0.9-percent increase in the cost of oranges. They also show that a
-—percent decline in the cost of 1mported concentrate from Brazil would result
in"a 1.6-percent decline in the price of fresh oranges.

) Although prices of fresh oranges are determined by short-term supply and -
demand conditions, production of oranges in a given season was thought to be
determined solely by the amount of fruit-bearing acreage, and by the effects
of freezes. Therefore, the quantities of oranges used in the production of
FCOJ were regressed on fruit-bearing acreage and on a qualitative variable
which was intended to measure the effects of the severe freeze that occurred
during the 1981/82 crop year. The results, which were statistically
significant at the 99-percent confidence level, indicated that the production
of oranges is positively related to the acreage variable. However, attempts
to quantify the effects of the freeze on production were not successful.

Imports of FCOJ from Brazil.--The model also attempted to measure the
factors affecting the demand for imports of FCOJ from Brazil. It was believed
that demand for this concentrate increases with reductions in its price and
decreases with increases in its price. It was also thought that demand for
.imported FCOJ increases when prices of domestically produced oranges increase,
and. decreases when the price of oranges decreases. Finally, it was thought
that demand for this imported concentrate has tended to increéase over time
as a result of the growth in demand for FCOJ.

These assumptions were tested by regressing imports of FCOJ from Brazil
on the ratio of the import price to the cost per box of oranges and a time
trend. The results indicated that the demand for imported FCOJ is highly
sensitive to changes in the relative price variable. According to the
estimates, a l-percent increase in the ratio of the import price to the cost
of oranges would result in a 2.4-percent decline in imports. The estimates
also showed that imports have a tendency -to increase over time. The
relative-price variable and the time-trend variable were both statistically
significant at the 95-percent confidence level.



A-65

The FCOJ market.--—-The final part of the analysis focused on the factors
determining the levels of total shipments, and the prices received by
processors for FCOJ. Two regression equations were estimated and the results
were consistent with the underlying hypothesis of a market that operates
according to demand and supply assumptions. The first equation indicated that
demand for FCOJ is negatively related to the price of FCOJ in retail cans and
is positively related to real income in constant 1972 dollars. The second
equation indicated that the supply of FCOJ, which was measured by total ship-
ments, is directly related to the price of FCOJ in retail containers, but
varies inversely with the cost per box of fresh oranges. 1/ All of the
explanatory variables in both equations were statlstlcally 51gn1f1cant at the
99-percent confidence. level or, hlgher “;; e ok g

The coefficients for the prlce varlables 1n the estlmated equatlons )
suggest that the supply of FCOJ.is. hlghly sensitive-to-changes in-price, but
that the demand for FCOJ is fairly price inelastic. 2/ The results show that
a l-percent increase in the price of FCOJ would lead to a 3-percent increase
in the quantlty supplied. However, they also suggest that a l-percent
increase in price would cause the quantity demanded to decrease by*only
1/2 percent. This 1uulcates that processors would be likely to beneflt from
a price increase, because galns -in revenue would more than offset losses in
volume that would result from the hlgher prices. .

Besides obtaining estimates of prlce.elastlcities, it was also possible
to relate price levels and quantities of shlpments of FCOJ to costs, of oranges
and levels of real disposable income. The ‘results show that, on average, a
l-percent increase in real disposable income would lead to a 2-percent
increase in total shipments and a l-percent increase in the price of FCOJ, and
that a 10-percent increase in the cost of oranges would result in a;5-percent
increase in price, and a 2-percent decline in total shlpments Predicted and
actual levels of prices and of shipments are shown in figures”@ and, 2.

1/ The shipment variable includes domestic shipments plus exports: However,
exports consistently amounted to 5 percent or less of total shlpments durlng
this period. o

2/ Despite this relatively inelastic demand by retailers, 1nst1tut10ns, and
other intermediate buyers, studies have shown that demand at the consumer
level is much more price elastic. Researchers have generally found:that a
l-percent increase in the price of FCOJ would result in a decline of sllghtly
more than 1. percent. in the quantity demanded. *;A~fait’ly” récent : ‘study “of
consumer demand 1n the orange juice industry by: R..Ward and:D.-Tilley entltled

"Time Varylng Parameters ‘with Random Components: The Orange Juice Industry,’
was published in the December 1980 issue of the Southern Journal of R

Agricultural Economics.
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Million Figure 1,--FCOJ: Actual and:predicted
gallons by crop years, 1964/65 through 1981/82.
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' Source: Compiled from data supplied by the Florida Department
of Citrus, the U.S. Department of Commerce, and from estimates
made by the staff of the U.S. International Trade Commission.
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Per dozen Figure 2.--FCOJ: -Actual and predicted
_ 6-ounce by crop years, 1964/65 through 1981/82. -
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Source: Compiled from data supplied by the Florida Department of
Citrus, the U.S. Department of Commerce, and from estimates made by
the staff of the U.S. International Trade Commission. S



A-68

- Technical description of regressions

This section presents a technical discussion of the regressions. All of
the equations were specified in a log-linear form. As a result, the estimated
coefficients can usually be interpreted as elasticities.

The analysis began with the hypothesis that shipments of FCOJ and prices
received by processors are simultaneously determined by a demand equation and
a supply equation. It was believed that the quantity of shipments demanded by
retailers and other purchasers, which is represented by Qdoj in expression
(1) below is negatively related to its price, P,i, measured in retail
containers, and is positively related to Y3 which represents real disposable
income in constant 1972 dollars. It was also believed that the quantity
supplied, Qsoj is directly related to its own price, but is negatively
related to the cost per box of the oranges used in making FCOJ. At the market
clearing price, the quantity of shipments demanded and the quantity supplied
are equal.

-

(1) andoj lnAy + BllnPoj + BolnYy

(2) anSOj InAp; + B31nP°j + ByZ,o

Since the price variable was included in both equations, the two stage
least squares procedure was used to estimate these equations instead of the
more standard ordinary least squares method. Although two stage least squares
does not eliminate the problem of bias in this two equation system, it does
produce’ consistent estimates of the coefficients.

The results of the two regressions are presented in equations (3) and
(4) below. In these equations, the variable, InP,; represents the estimate
of 1lnP,; that was generateéd in the first stage of %he two stage estimation
procedure. All of the coefficients in both equations had the expected signs,
and all variables were significant at the 99 percent confidence as determined
from the t values that are shown below the estimated coefficients. The R
values of .976 for the demand equation and of .970 for the supply equation
indicate that both equations explained a large part of annual variations in
shipments. The Durbin-Watson statistic indicates that both regressions were
relatively free of autocorrelation. The estimated coefficients of -.462 for
lnPoj and 2.752 for 1nYy suggests that the demand for orange juice is
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"fairly price ineiastic, but is highly. income elastic. The coefficients of
3.007 for 1nP,; and of -1.824 for InZ, indicate that the supply of FCOJ is
highly price eiastic. and is also sensitive to changes in the cost of oranges.

(3) 1InQ .= 11.694 ~.4621nP _ + 2.752lnY, + e
0J o] . d 1
(-9.604) (-5.006) (14.487) 2
. R = .976
D.W. = 1.69
(4) InQ . = 3.125 + 3.0071lnP , -1.8241lnZ + e
o) oj o 2
(4.813) (5.613) (-4.400) 2
R = ..970
D.W. =

2.32

In order to examine the effects of changes in each of the exogenous
variables, Z, and Y4 on levels of each of the endogenous variables InPy;
and 1nQ,;, reduced form equations were derived from the two estimated
structural equations. Equation 5 shows that a 10-percent increase in the cost
of oranges would result in a 5-percent increase in the price of FCOJ and -
suggests that a l-percent increase in income would result in a 0.8-percent
price increase. Equation 6 indicates that shipments of FCOJ are relatively
unaffected by changes in the costs of oranges, but are highly sensitive to
changes in real disposable income. Actual values of InZ, and lnYy were
substituted into equations (5) and (6) to generate the predicted levels of
prices and quantities that are compared with actual levels in figures 1 and 2
in this appendix.

(5) 1InPyj = -4.272 + .5261nZ, + .7931lnY¥y4

(6) anoj = -9.,721 - .2431nZ° + 2.3851nYd

The market price for fresh oranges was also thought to be determined by
demand and supply considerations. It was believed that the quantity of
oranges demanded, q4,, in equation (7) below, depends upon its own price,

Zp7 and upon Zyip, the price of imported concentrate from Brazil which is

a substitute for domestic oranges in the production of FCOJ. 1/ It was also
thought that the demand for oranges could be partly explained by a time trend
that reflects the steady growth in demand for oranges as a result of rising
consumption of FCOJ.

(7) 1nQgo = lnmay + byln Zy + bylnZgjy + b3lnT

1/ The price of imported FGOJ was estimated by adding the tariff to the unit
value of imports.
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Output in a given crop year was believed to depend solely upon bearing
acreage planted and upon the effects of crop damage resulting from freezes.
In the expression below, W, represents acreage planted to oranges and b is
a dummy variables that is intended to account for the effects of the freeze
on output during the 1981/82 crop year. The coefficient of W, was expected
to be positive, and the coefficient of D was thought to be negative.

(8) 1nQ

b W b
so lna2 + 4ln o + 5D

(9) 1nQ

SO

1deo

If the supply of oranges is price inelastic, fluctuations in output will
affect the price of oranges, but fluctuations in prices will have no effect on
the quantity of oranges supplied in a given crop year. Since the quantity of
oranges demanded is equal to the quantity supplied at the market price, a
price equation to be used for estimation can be obtained by substituting
InQg, in place of InQyq, in (7), and rearrahgingAterms to express Z, as a
function of the level of output of oranges, the price of imported concentrate,
and the time trend as shown in (10) below. Since b; should be negative and
by and b3 should be positive, it was expected that the regression would
result in a negative coefficient for InQg, and in positive coefficients for
lnzojm and for lnT.. '

(10) ‘InZo = ™1 + 1 1nQgy - 2 InZgjp - 3 InT
b, b, b N
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The regression estxmates conformed to expectatlons All estimated
coefficients had the expected signs, and all were statistically significant at
the 95-percent confidence level. or higher as shown in (11) below. The fit of
the equation was fairly good as measured by the R? value of ..869, and the'’
Durbin-Watson statistic of 2.19 indicated that the estimates were largely free
of autocorrelation. The estimated coefficients indicate that a 1.0 percent

(11) InZ ' = 3.772 - .9251nQ  +-.1.5681nZ . + .2911nT + e
o so ojm 3
(2.426)(-2.565) . (5.614) - (2.160)

.869
2.19

o
=
nn

decline .in output would result in a 0.9 percent increase in the price of
oranges and that a l-percent decline in the price of imported concentrate
would result in a 1.6 percent decrease in orange prlces .

It was also poss1b1e to derlve the structural paraneters ‘of the initial
démand equation from this reduced form regression equation, . even though
tests of s1gn1f1cance could not be applied to these parameters. The results
indicated a value for by, the price elasticity of demand of 1.1. This
suggests that the demané by processors for fresh oranges is moderately .
sensitive to small changes}ln price. The coefficient for by of 1.45
suggests that the demand for domestic oranges is even more sensitive to upward
and downward movements in the price of imported concentrate from Brazil.

The results of regressing the acreage variable and the dummy variables
on the production of oranges were not particularly successful. The acreage
variable was statistically significant at the 99-percent confidence level,
but the dummy variable was insignificant. The R? value was only .451 and
the Durbin-Watson statistic of .758 pointed to the presence of positive auto-
correlation. Applications of the Cochrane-Orcutt technique did not improve
the results.

(12) anoj= -5.047 + 1.5781nwO ~ .039D + e,

(-1.726) (3.431) (-.191)

Bw. = :93%
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- It was believed that the demand for imported concentrate from Brazil,

Qo;m’ tends to increase over tlme, and is negatively related to the import
price, Zogm- but is p051t1vely related to the cost of oranges. Regress1ng
the volume of imports ‘on @ time trend, and on the ratio of the 1mport price to
the cost of oranges ‘supported this hypothes1s The coefficients for both
variables had the expected signs, and both were statistically significant at
the 99-percent confidence level. The coefficient of -2.440 for the relative
price variable indicates that the demand for imports is highly sensitive to
changes in the ratios of the prices of these competing products.

(13) anojm= 8.194° -2.4401ln ojm + 1.3261nT + eg
- Z
(10.873) (-3.117) 0 (4.882)
RZ = .797
D.W. = 1.78

Use of econometric results in projections.--Although the prOJectlons in
the first part of this appendlx were not obtained by means of a direct
qplut1on of the estimated equations, the parameters were used in developing
these projections. - For example, with given percentage changes in production
or the Brazilian price from the levels that prevailed in 1983/84, it was
possible to determine the' ultimate percentage changes in the domestic price of
FCOJ, domestic shipments, and imports of concentrate that would result. 1In
all scenarios it was assumed that the demand curve for FCOJ would continue to
shift to the right each year as a result of an annual 2-percent increase in
real d1sposab1e 1ncome '




