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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[AA1921-174 and 175]

SACCHARIN FROM JAPAN AND THE REPUBLIC OF KOREA

Determinations of No Injury or Likelihood Thereof

On September 9, 1977, the United States International Trade Commis-
sion received advice from the Department of the Treasury that saccharin from
Japan and the Republic of Korea (except that produced by Aisan Chemical Co.,
Ltd. of Japan) is being, or is likely to be, sold at less than fair value
within the meaning of the Antidumping Act, 1921, as amended (19 U.S.C. 160(a)).
Accordingly, dn September 23, 1977, the Commission instituted investigations
Nos. AA1921-174 and 175 under section 201(a) of said act to determine whether
an industry in the United States is being or is likely to be injured, or is
prevented from being established, by reason of the importation of such mer;
chandise into the United States.

Notice of the institution of the investigations and of the public

hearing held in connection therewith was published in the Federal Register

on September 28, 1977 (42 F.R. 49849). On October 26, 1977, a hearing was
held in Washington, D.C., at which all interested parties were provided an
opportunity to appear by counsel or in person.

In arriving at its determinations, the Commission gave due consid-

eration to all written submissions from interested parties and information
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adduced at the hearing as well as information provided by the Department
of the Treasury and data obtained by the Commission's staff from question-
naires, personal interviews, and other sources.

On the basis of information developed during the course of its
investigations, the Commission has unanimously determined that an industry
in the United States is not being injured and is not likely to be injured,
and is not prevented from being established, by reason of.the importation
of saccharin from Japan or from the Republic of Korea 1/ that is being,
or is likely to be, sold at less than fair value within the meaning of the

Antidumping Act, 1921, as amended.

1/ Commissioners Moore and Bedell determine in the negative with respect
to both Japan and the Republic of Korea whether less-than-fair-value imports
from those countries are considered separately or collectively.



Statement of Reasons for the Negative Determinations of
Vice Chairman Joseph 0. Parker and Commissioners
George M. Moore, Catherine Bedell, and
Italo H. Ablondi
On September 9, 1977, the United States International Trade Commission
received advice from the Department of the Treasury that saccharin from Japan, with
the exception of saccharin produced by Aisan Chemical Co., Ltd., and saccharin from
the Republic of Korea is being, or is likely to be, sold in the United States at
less than fair value (LTFV) within the meaning of the Antidumping Act, 1921, as
amended (19 U.S.C. 160(a)). Accordingly, on September 23, 1977, the Commission
instituted investigations Nos. AA1921-174 and 175 under section 201(a) of said act
to determine whether an industry in the United States is being or is likely to be
injured, or is prevented from being established, by reason of the importation of
such merchandise into the United States.
In order to find in the affirmative in these investigations, the Commission must
find that two conditions are satisfied. First, it must find that an industry in
the United States is being or is likely to be injured or is prevented from being
established. Second, any injury or likelihood of injury must be by reason of the
importation into the United States of the class or kind of foreign merchandise which
Treasury has determined is being, or is likely to be, sold at LTFV within the mean-

ing of the Antidumping Act, 1921, as amended.

Determination

On the basis of the information obtained in the investigations we determined
that an industry in the United States is not being and is not likely to be injured

and is not prevented from being established 1] by reason of the importation of

1/ Prevention of establishment of an industry is not an issue in these investiga-
tions and will not be discussed further.



saccharin from Japan or the Republic of Korea which is being, or is likely to be,

sold at LTFV. 1/

The imported article and the domestic industry

Soluble sodium saccharin in granular and powder forms, the imported article
which Treasury found to be sold at LTFV, is an artificial, noncaloric, nonnutritive
sweetener, which is manufactured from petroleum based organic chemicals.

In making these determinations we have considered the U.S. industry to consist
of the facilities in the United States devoted to the production of saccharin.
Sherwin-Williams Co. is the only manufacturer of saccharin in the United States.

All of Sherwin-Williams' saccharin is produced at its Cincinnati chemical plant.

LTFV sales from Japan and Korea

Treasury examined sales pf saccharin from Japan and the Republic of Korea
during the June 1, 1976-December 31, 1976 period. g/ Treasury's investigations
revealed that 100 percent of the sales it examined, except for those made by the
Japanese firm Aisan Chemical Co., were made at 1TFy, Treasury found a weighted
margin of approximately 9.4 percent on the LTFV imports from Japan, and 25 percent

on the LTFV imports from the Republic of Korea.

No injury or likelihood thereof

In these cases we have found in the negative because we do not find injury or
likelihood of injury to an industry in the United States. To the contrary, an

examination of such indices of injury as trends in production, shipments, inven-

1/ Commissioner Moore's and Commissioner Bedell's determinations are based on
LTFV imports from Japan or from the Republic of Korea whether considered separately
or collectively.

2/ Treasury's investigation of U.S. imports of saccharin from the Republic of
Korea covered the 6-month period from July 1, 1976, through December 31, 1976. The
investigation of saccharin from Japan covered two separate time periods. Imports
manufactured by Aisan were examined for 7 months, from June 1, 1976, to December 31,
1976, while imports manufactured by Daito were examined for 6 months, from June 1,
1976, to November 30, 1976.



tories, market share, employment, and profits, all clearly show that the domestic
industry prospered during 1974-76 which included the period in which Treasury found
sales at LTFV. Sherwin-Williams' saccharin operations continued to prosper during
January-September 1977.

Domestic shipments of saccharin by Sherwin-Williams increased annually during
1973-76. In January-September 1977 such shipments were at a record high levgl
exceeding those in the comparable period in 1976 by 14 percent.

Sherwin-Williams' share of the U.S. market for saccharin increased by approxi-
mately 20 percent from 1974 to January-September 1977. 1In addition, Sherwin-
Williams' exports of saccharin which were negligible in 1973-75 increased sharply
in 1976 and again during January-September 1977.

The U.S. producer’'s inventories of saccharin declined sharply in 1976 and
again during January-September 1977. Inventories on September 30, 1977, were 55
percent below those reported on December 31, 1975.

The average number of production and related workers and the number of man-
hours workéd in the production of saccharin in the United States increased annually
during 1973-76. Although there was a decline in both of these catégories during
January-September 1977 as compared with the like period in 1976, this decline was
not attributable to a decline in U.S. production of saccharin because Sherwin-
Williams increased its saccharin production by 18 percent in the latter period.

Sherwin-Williams' ratio of net operating profit to net sales of saccharin was
significantly higher than the similar ratio for the U.S. industry producing'indus-
trial chemicals and synthetics in each year of the 1973-76 period and in January-
September 1977. Furthermore, Sherwin-Williams' ratio of net operating profits to
sales on saccharin was considerably higher than the ratio of net operating profits

to sales on all products produced in the Cincinnati chemical piant in which saccharin



was produced. Net operating profits on saccharin in January-September 1977 were
higher than in any full year during 1973-76.

‘ After substantial price increases in 1974 Sherwin-Williams maintained its
prices at 1974 levels until the third quarter of 1977 when prices were increased
again by about 15 percent. During this period Sherwin-Williams increased_its share
" of the U.S. market for saccharin and at the same time maintained a high level of
profitability on its saccharin operations. Thus, it is clear that Shetwin-ﬁilliams
has not suffered any injury within the meaning of the Antidumping Act.

There is aiso no likelihood of injury to the domestic producer. Sherwin-
Williams has éompleted a major expansion of its capacity to produce saccharin and
is now in a position to capitélize on any increase in demand for this prodgct.
Domestic production and shipments are increasing and inventories are declining.
Substantial price increases were made in April 1977 and operating profits are

climbing to record levels.

Conclusion

On‘the tasis of the factors set forth above, we have determined that an
industry in the United States is not béing and is not likely to be injured by
reason of the importation of saccharin from Japan or the Republic of Korea which

the Department of the Treasury has determined is being, or is likely to be, sold

at LTFV.
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Statement of Reasons for the Negative Determinations
of Commissioners Bill Alberger and Daniel Minchew

On September 9, 1977, the United States International Trade
Commission (Commission) received advice from the Department of the
Treasury (Treasury) that saccharin from Japan, with the exception of
saccharin produced by Aisan Chemical Company, Ltd., and saccharin
from the Republic of Korea (Korea) is being, or is likely to be sold
at less than fair value (LTFV) within the meaning of the Antidumping
Act, 1921, as amended (19 U.S.C. 160(a)). Pursuant to this advice,
on September 23, 1977, the Commission instituted investigations Nos.
AA1921-174 and 175 under section 201(a) of said Act to determine
whether an industry in the United States is being or is likely to be
injured, or is prevented from being estab]ished,l/ by reason of the

importation of such merchandise into the United States.

Before the Commission may find in the affirmative in these investi-
gations, it is necessary to find that an industry in the United States
is being or is Tikely to be injured, and the injury or likelihood thereof

must be by reason of LTFV imports.

Determination

On the basis of the information obtained in these investigations, we

determine that an industry in the United States is not being and is not

1/ Prevention of establishment of an industry is not an issue in these
investigations and will not be discussed further.



1ikely to be injured by reason of the importation of saccharin from

Japan or Korea which is being, or is likely to be, sold at LTFV.

The saccharin industry in the United States is not being injured
by reason of LTFV sales of imported saccharin. Specifically, any
injury being experienced by the domestic industry is not "by reason of"
the LTFV imports under consideration. This is true whether the imports

from the two countries are considered separately or cumulatively.

The Imported Article and the Domestic Industry

For the purposes of Treasury's determinations and consideration
by this Commission, "saccharin" means sodium saccharin in soluble

granular or soluble powder form.

The domestic industry consists of only one producer, the Sherwin-
Williams Company of Cleveland, Ohio. Production occurs at the firm's

plant in Cincinnati, Ohio.

The Question of Injury or Likelihood Thereof by Reason of LTFV Sales

Capacity utilization.--While Sherwin-Williams is clearly operating

well below capacity, this is the result of a major expansion decision
made by that company in 1974 during the saccharin shortage after Monsanto
had ceased production. Prior to 1972, Monsanto had supplied over 50 percent

of the U.S. market for saccharin. The expansion decision was based on



assumptions of a significantly expanding market, which has not
materialized. Current capacity is in excess of annual domestic
consumption. One company spokesman even indicated in the hearings
that planned excess capacity existed. Production continues to
increase, as does market share for Sherwin-Williams, and they are

using an increasing percentage of their capacity.

Production and shipments.--Over the past 5 years, Sherwin-Williams

has experienced a general increase in both production and domestic
shipments. Apparently, new export markets are opening, and export
shipments jumped sharply in 1976 and again this year. This would

indicate a healthy operation.

Inventories..- Sherwin-Williams inventories went up sharply in 1975
when demand decreased following the shortage and panic buying of
1974. Inventories have steadily declined since 1975, while production

continues on a generally upward trend.

Employment.--Production and related workers in saccharin operations
increased from 1973 to 1976. There has been a decline this year, but
since production increased sharply in the first nine months of 1977
compared with production in the comparable period in 1976, the employ-
ment cutbacks are attributable to increased efficiency in production and

not to import competition.
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Profit-and-l1oss experience.--While some decline occurred in

profits from 1974 to 1976, the ratio of Sherwin-Williams' net operat-
ing profit to net sales on its saccharin operations has been substan;
tially higher than the return reported by the U.S. industry producing
industrial chemicals and synthetics, and higher than that reported

by Sherwin-Williams on the overall operations of its Cincinnati chemical
plant. Furthermore, Sherwin-Williams' profits in January-September

of 1977 were greater than those reported in any full year in the
1973-76 period. That's a good profit picture. The company's filings
with the Securities and Exchange Commission.and the annual reports
reflect a positive outlook for saccharin, and the data available to the

Commission corroborates that assessment.

Market penetration.--From 1974 through the present, Sherwin-

Williams' share of the U.S. saccharin market has increased significantly
and steadily. This is a critical factor in our decision, as we find it
very difficult to justify a finding of injury under these circumstances,
when the domestic producer is gaining a significantly greater share of

the market. This was occurring even during the LTFV sales period.

Imports from Japan other than those produced by Aisan Chemical
Co. declined by 44 percent from 1974 to 1976. The ratio of such
imports to apparent U.S. consumption dropped steadily from 1974

through the first nine months of 1977.
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Imports from Korea increased as a share of the U.S. market
from 1974 to 1976 and again in the first nine months of 1977.
These were not large increases -- in fact, Sherwin-Williams gained
a larger new share of the market than Korea during the same period.
These increases were in large part attributable to Korean eligibility
for duty-free entry under the Generalized System of Preferences,

effective January 1, 1976.

Combined, the ratio of imports from Japan other than those pro-

duced by Aisan Chemical Co. and Korea declined by approximately 26
percent between 1974 and January-September of 1977.

Price suppression.--An argument has been made by Sherwin-Williams

that a company ought not be forced into plant closings or actual losses
before being found injured in an action under the Antidumping Act of
1921. It ought not to have to go to the brink of disaster before
receiving consideration for relief. We agree. This Commission should
not require that degree of calamity. The lone domestic producer has
contended that prices were suppressed from December of 1974 to April

of 1977 due to price competition from LTFV imports. Meanwhile, costs

of production did increase significantly near the end of 1974, and again
in 1975, but were rather constant in 1976 and in the first nine months of
1977. It might be argued that a decision by Sherwin-Williams to raise
prices when the cost of production kept going up in 1975 would have led to

substantial lost sales and declining market share and some more tangible
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evidence of injury. It is our judgment, however, that a company
experiencing growth in net operating profits from 1974 to 1975 really
didn't need any new price increases. The price increases that have
occurred since 1973, covering 1974 to present, have been significant
ones. In fact, prices of granular saccharin have increased at a
faster rate than costs of production over that same period. The
judgment not to raise prices during 1975 and 1976 was probably a

sound one, particularly while market share continued to increase.

Lost sales.--The Commission staff was able to document only four
lost sales out of 15 which it attempted to verify and which had been
reported to the Commission as lost sales by the petitioner. In several
cases, purchasers indicated they shifted some purchases from Sherwin-
Williams to foreign sourées for a second source of supply but still
increased their purchases from Sherwin-Williams, even to the extent
of increasing the percentage of saccharin they bought from Sherwin-Williams.
At the hearing, in response to questions, representatives of Sherwin-
Williams indicated they had taken sales away from suppliers of Korean
and Japanese saccharin as well. In fact, that must have occurred,
based on the market share data showing Sherwin-Williams improving their

relative position.

Conclusion
It is clear from the above considerations that the U.S. industry

producing saccharin has not suffered any injury by reason of LTFV sales



13

within the meaning of the Act. It is also clear that there is no
Tikelihood of injury to the industry within the meaning of the Act.

The domestic industry is prospering, and 1ikely will continue to do

so. We, therefore, have found in the negative.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Summary

Investigations Nos. AA1921-174 and 175 were instituted on September 23,
1977, by the U.S. International Trade Commission following the receipt of
advice from the Department of the Treasury that saccharin from Japan and the
Republic of Korea is being, or is likely to be, sold in the United States at
less than fair value (LTFV) within the meaning of the Antidumping Act, 1921,
as amended.

The complaint which led to Treasury's determinations of sales at LTFV was
filed by counsel representing the sole U.S. producer of saccharin, Sherwin-
Williams Co. Treasury's investigation of U.S. imports from the Republic of
Korea covered the 6-month period from July 1, 1976, through December 31,

1976. The investigation concerning saccharin from Japan covered two separate
time periods. Imports manufactured by Aisan Chemical Co., Ltd., were examined
for 7 months, from June 1, 1976, to December 31, 1976; imports manufactured by
Daito Chemical Industrial Co. were examined for 6 months, from June 1, 1976,
to November 30, 1976.

In the Korean case, Treasury made price comparisons on saccharin manu-
factured by three companies which supplied over 90 percent of saccharin
imports from Korea. Treasury made comparisons on approximately 71 percent of
the saccharin sold to the United States by these three manufacturers during
the period of its investigation. All of these sales were made at LTFV
prices. The margins ranged from 24 percent to 26 percent, with a weighted
average margin of 25 percent.

In the Japanese case, the Treasury investigation was limited to saccharin
manufactured by Aisan Chemical Co., Ltd., and Daito Chemical Industry Co.
These two companies accounted for over 60 percent of U.S. imports of saccharin
from Japan. Comparisons showed that 100 percent of Aisan's sales were at fair
value. An examination of Daito's sales found margins ranging from 9 to 11
percent. The weighted average margin was 9.4 percent.

Soluble saccharin in granular, and powder forms accounts for approxi-
mately 85 percent of U.S. saccharin consumption. Saccharin is primarily used
in the soft drink and food industries as a noncaloric sweetener. It is also
used in oral hygiene products, pharmaceutical products, and in the nickel
electroplating industry.

Sherwin-Williams Co. of Cleveland, Ohio, has been the sole U.S. producer
of saccharin since 1972. Sherwin-Williams expanded its capacity to produce
saccharin from * * * in 1974 to * * * in 1977. The decision to expand was
influenced by a domestic shortage of saccharin in 1974. Apparent U.S. con-
sumption of saccharin declined from * * * in 1974 to * * * in 1976; amounting
to a drop of approximately * * * percent. Domestic shipments of saccharin by
Sherwin-Williams have increased * * * percent during the period 1974-76.

U.S. imports of saccharin rose significantly from 2.1 million pounds in
1973 to 3.4 million pounds in 1974. 1In 1976, however, imports declined to 2.7
million pounds. During the first 9 months of 1977, imports were 11 percent
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above those entered in the corresponding period of 1976. Imported saccharin's
share of the U.S. market dropped from * * * percent in 1974 to * * * percent
in 1976. During the first three quarters of both 1976 and 1977 it amounted to
* % % percent. .

The net operating profit for Sherwin-Williams' saccharin operations--%* *
* in 1974 was * * * times its level of the previous year. Thereafter, net
operating profits * * * in 1975 and then * * * in 1976. Data for January-
September 1977 indicate that Sherwin-Williams * * * |

Imports from Japan, other than those produced by Aisan, increased from *
* % in 1973 to about * * * in 1974 (the saccharin shortage period)--amounting
to an increase of 40 percent. Thereafter they decreased to * * * in 1976--a
decline of 47 percent. The ratio of LTFV imports from Japan to apparent con-
sumption dropped from * * * percent in 1974 to * * * percent in 1976 and * * *
percent in the first three quarters of 1977. Imports from the Republic of
Korea increased rapidly from 91,000 pounds in 1973 to about 423,000 pounds- in
1974 and 1975 and then increased again to 465,000 pounds in 1976. Imports in
the first three quarters of 1977 already have surpassed total imports for the
full year 1976. The ratio of imports from the Republic of Korea to apparent
consumption increased from * * * percent in 1973 to * * * percent in 1976 and
to * * * percent in the first three quarters of 1977,

During the period of Treasury's examination of LTFV sales, June-November
1976, granular saccharin from Japan sold at from $0.44 to $0.65 less than the
$2.40 per pound charged by Sherwin-Williams. 1In this same period powder sac-
charin from Japan sold at from $0.06 to $0.21 less than the $2.75 per pound
charged by Sherwin-Williams.

Throughout the period of Treasury's examination of Korean LTFV sales,
July-December 1976, Korean granular saccharin was sold for $0.50 to $0.58 less
than domestic saccharin. Korean powder saccharin sold for $0.31 less per
pound than the domestic product.

Four U.S. firms acknowledged to the Commission that during the period in
which Treasury found sales at LTFV they shifted a significant share of their
saccharin purchases from Sherwin-Williams to goods imported from Japan and
Korea.
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Introduction

On September 9, 1977, the United States International Trade Commission
received advice from the Department of the Treasury that saccharin from Japan,
with the exception of saccharin produced by Aisan Chemical Co., Ltd., and
saccharin from the Republic of Korea is being, or is likely to be, sold in the
United States at less than fair value (LTFV) within che meaning of the Anti-
dumping Act, 1921, as amended (19 U.S.C. 160(a)). 1/ 2/ Accordingly, on
September 23, 1977, the Commission instituted investigations Nos. AA1921-174
and 175 under section 201(a) of said act to determine whether an industry in
the United States is being or is likely to be injured, or is prevented from
being established, by reason of the importation of such merchandise into the
United States. By statute, the Commission must render its determination
within 3 months of its receipt of advice from Treasury or, in this case, by
December 9, 1977.

Notice of the institution of the Commission's investigations and of a
public hearing to be held in connection therewith was duly given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and at the Commission's New York office, and by
publishing the notice in the Federal Register of September 28, 1977 (42 F.R.
49849). 3/ 1In accordance with the notice, a public hearing was held on
October 26, 1977.

The complaint which led to Treasury's determination of sales at LTFV was
filed by counsel representing the sole U.S. producer of saccharin, Sherwin-
Williams Co. Treasury's investigation of U.S. imports from the Republic of
Korea covered the 6-month period from July 1, 1976, through December 31,

1976. The investigation concerning saccharin from Japan covered two separate
time periods. Tmports manufactured by Aisan Chemical Co., Ltd., were examined
for 7 months, from June 1, 1976, to December 31, 1976; imports manufactured by
Daito Chemical Industrial Co. were examined for 6 months, from June 1, 1976,
to November 30, 1976. Treasury's notice of investigation was published in the
Federal Register of November 29, 1976 (41 F.R. 52352). A notice of tentative
negative determination for saccharin imported from Japan and a withholding of
appraisement notice for saccharin imports from the Republic of Korea were
published in the Federal Register of June 8, 1977 (42 F.R. 29355). Treasury's
final determination of sales at LTFV from the Republic of Korea and Japan and
its notice of withholding of appraisement for saccharin imports from Japan
were published in the Federal Register of September 14, 1977 (42 F.R. 46091).
4/

1/ A copy of Treasury's letter to the Commission concerning LTFV sales of
saccharin from the Republic of Korea and Japan is presented in app. A.

2/ On December 7, 1977, the Commission received advice from the Department
of the Treasury that saccharin produced in Japan by Taiyo Chemical Industries,
Ltd., is not being, nor is likely to be sold at LTFV. A copy of this letter
is presented in app. F. This advice was received subsequent to the date,
December 6, 1977, on which the Commission made its determinations in
investigations Nos. AA1921-174 and 175.

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

4/ Copies of Treasury's Federal Register notices concerning saccharin from
Japan and the Republic of Korea are presented in app. C.
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Description and Uses

Saccharin is an artificial, noncaloric, nonnutritive sweetener which is
manufactured from petroleum-based organic chemicals. Saccharin, by weight, is
approximately 350 times sweeter than sugar. 1t is available commercially in
four basic forms as follows:

Soluble sodium granular-granular crystals of sodium
salt having the formulation (CgH,s0,NCO) Na« 2H50.

Soluble sodium powder-crystalline powder of sodium
salt having the formulation (C6HAS°2NC°) Na.

Calcium saccharin-a calcium salt having the formulation
2(C¢n,50,NC0) Ca+3.5 Hy0.

Insoluble powder-an acid form of saccharin having
the formulation CgH, SO,NHCO.

Soluble sodium saccharin in granular and powder forms accounts for approxi-
mately 85 percent of U.S. saccharin consumption.

Saccharin is produced by either the Remsen-Fahlberg process or the Maumee
process. Counsel for foreign manufacturers stated at the public hearing that
it is more expensive to produce saccharin by the Maumee process than by the
Remsen-Fahlberg process. 1/ All of the producers in Japan and the Republic of
Korea use the Remsen-Fahlberg process. Sherwin-Williams uses the Maumee pro-
cess. The differences in the saccharin produced by these two processes are
primarily in the amount and types of impurities in the finished product. The
major impurities in sodium saccharin have chemical structures similar to known
carcinogens. Higher levels of these impurities are found in saccharin pro-
duced by the Remsen-Fahlberg process than in saccharin produced by the Maumee
process.

In the Maumee process, phthalic anhydride is reacted with other chemicals
including chlorine, methanol, sulfur, sodium hydroxide, and hydrochloric
acid. The process results in the production of chemicals which can be either
sold as end products or used an intermediates in the production of other
chemicals, including saccharin. As shown in figure 1, * * ¥ % * %  The use
of the Maumee process allows flexibility in the product mix of the chemical
plant.

Figure l.--Maumee process flow chart.

1/ See the transcript of the public hearing, p. 160.
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, The relative value and quantity of each of the aforementioned chemicals
produced in Sherwin-Williams' chemical plant in 1976 are shown in table 1
below.

Table l.--Sherwin-Williams' production of selected chemicals, 1976

Chemical Quantity . Unit value

: Million pounds : Per pound

s e

H* Kk Kmmmmmmmme e e B * % *k * %
L B e e * % % - * %
L2 T et . * k Kk . * %
L B T T * % % * %
KR K e ——— ¢ * % % * *

* % % ¥ %

Source: The Sherwin-Williams Co.

The Remsen-Fahlberg process starts with toluene and chlorosulfonic acid
from which o-toluenesulfonyl chloride and p-toluenesulfonyl chloride are pro-
duced. The p-toluenesulfonyl chloride is removed and the remaining compound
is treated with ammonia to produce o-toluensulfonamide. This is oxidized to
o-sulfamoylbenzoic acid which, when heated, becomes free insoluble saccharin.
The saccharin is then reacted with sodium hydroxide and sodium carbonate to
form sodium saccharin.

Saccharin was introduced to the United States at the beginning of the
20th century. Numerous uses were developed in subsequent years but it was not
until the introduction of saccharin in diet soft drinks in the 1950's that
U.S. consumption increased at a rapid rate. The Calorie Control Council,
Inc., a trade association, estimates that diet soft drinks account for 45
percent of the saccharin consumed in the United States. Table-top sweeteners
such as "Sweet 'N Low" and "Sugar Twin" account for approximately 18 percent;
dietetic foods such as canned fruits, gelatin desserts, and ice cream account
for approximately 14 percent; and cosmetics account for about 10 percent of
consumption. The remainder is used in toothpaste, mouthwash, tobacco, medical
preparations, nickel electroplating and miscellaneous applications. Data
submitted by the Sherwin-Williams Co. concerning its shipments by end use in
1976 were as follows:



: . :Percent of
End uses . Shipments . total
: 1,000 :

: pounds : Percent
K K K e e e : * ok ok * % ok
K K K om et o e e et o 0 2 8 i o o o o : * * Kk . * Kk %
T LR I * % %
K K K e e e e e e e e e o o e . * Kk % . * K %
K K K e e e e e e e e e o e e e e . * k ok . *  *
HE K e e e e e et e e e e o e e o e e o e . * % % * &k %
TOota]l ~-—m e e e e e e m kox % 100.0

U.S. Tariff Treatment

Saccharin is "eo nomine" provided for in item 408.45 of the Tariff Sched-
ules of the United States (TSUS). The column 1 (most-favored-nation) rate of
duty for this item is 1.5 cents per pound plus 9.5 percent ad valorem; the
column 2 rate is 7 cents per pound plus 45 percent ad valorem. The column 1
rate, which has been in effect since January 1, 1972, represents the last of
five staged reductions negotiated under the Kennedy round of trade negotia-
tions pursuant to the General Agreement on Tariffs and Trade.

Valuation of imported saccharin for duty purposes is determined by the
"American selling price'" of domestically produced saccharin. This is the
price at which a like or similar article produced in the United States is
freely sold or, in the absence of sales, offered for sale in the United States
in the ordinary course of trade and in the usual wholesale quantities.

Saccharin is on the list of articles eligible of duty-free entry under
the Generalized System of Preferences (GSP). Effective January 1, 1976,
imports of saccharin from certain beneficiary developing countries, including
the Republic of Korea and the Republic of China, were eligible for duty-free
entry. However, in 1976, 26 percent of saccharin imports from the Republic of
Korea were ineligible for duty-free treatment because they did not conform
with general headnote 3(c)(ii)(A) 1/ of the Tariff Schedules of the United
States. That headnote provides that a beneficiary developing country must
have contributed at least 35 percent of the appraised value of the article at
the time of its entry into the United States. Because they did not meet this
value-added criterion, these shipments were not eligible for duty-free entry
under the GSP.

1/ See app. D.
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Domestic Producer

Sherwin-Williams Co., of Cleveland, Ohio, is currently the only producer
of saccharin in the United States. The only other U.S. firms which have pro-
duced saccharin in the last 12 years are as follows:

Year saccharin production
was stopped

Company

Monsanto Co-—-=-====---==—==———————-— 1972
St. Louis, Mo.

Lakeway Chemical Co———=-——==————m——m- 1971
Muskegon, Mich.

Pillsbury Co------ mmmmmm s 1968
Minneapolis, Minn.

Maumee Chemical Co-——~~=-—=mmecemn=—- 1966
Toledo, Ohio

Monsanto Co. was the first firm to produce saccharin in the United States
and at the time of its exit from the market accounted for over 50 percent of
domestic production. Officials of the company have stated that their decision
to leave the market was based on an analysis of profits. The raw material
input to Monsanto's saccharin production was o-toluenesulfonamide (OTS). This
chemical, which had a limited number of producers, was also used in Monsanto's
nylon, pharmaceutical, and pigment operations. A profitability study showed
that the saccharin operation was not profitable enough to justify the use of a
raw material which could be used in more profitable applications. On the
basis of this analysis, saccharin production was stopped.

The Maumee Chemical Co.'s Cincinnati saccharin plant was bought by
Sherwin-Williams in 1966, and has been operated by Sherwin-Williams since that
date. 1Its present capacity amounts to * * * million pounds annually. There
are no other plants operated by Sherwin-Williams that are now or have been
involved in the manufacture of saccharin. Sherwin-Williams sells directly to
saccharin consuming companies, and does not use distributors. It employs a
nationwide sales organization.

Japanese and Korean Producers
There are six major producers of saccharin in Japan and three in the

Republic of Korea. These companies and their estimated capacities to produce
sacharin are as follows:



Producers 1976 capacity 1/
1,000 pounds
Japanese:
Aisan Chemical Co---------=--=--=ceum- k% %
Daito Chemical Industry Co--—--——v——=- * ok %k
Daiwa Chemical Co———=——=—=—mmemm—e—e———— * k%
Ikuwa Chemical Industry Co-—--====-=—m * k ok
Keihin Kagaku Kogyosho——-—--==-=-==cew-- * k%
Taiyo Chemical Co-----—-==-==-=-—=c——=- * ok k
Total-—-—~———— e m e * k%
Korean:
Choheung Chemical Industries Co-——---- * Kk ok
Jeil Moolsan Co., Inc-—====—=mcecmee——- * % %
Kumbuk Chemical Industries Co~——=—==——-- * k ok
Total—-—=-==mmmr——emm e * ok %

1/ Capacity figures were estimated by the Commission staff based on data
submitted by Sherwin-Williams and counsel for Korean manufacturers.

Importers

Approximately 35 firms currently import saccharin. A number of large
importers are pharmaceutical companies which enter saccharin for their own
consumption. With the exception of these pharmaceutical companies and the
large Japanese trading companies (Mitsubishi International Corp. and Mitsui
and Co.), the importers are primarily small entrepreneurs, usually with no
more than three or four employees. A few of these firms import large
quantities of saccharin. At least two of them (Howard Hall and Co., Cos Cob,
Conn., and Henry Interdoniti Inc., Great Neck, N.Y.) also act as brokers of
saccharin. They buy saccharin from other importers who are unable to find a
market for their imports and resell it. Most of the importers are located in
the greater New York City metropolitan area.

Nature and Extent of Sales at Less Than Fair Value

LTFV sales from Korea

Treasury's investigation of U.S. imports from the Republic of Korea
covered the 6-month period from July 1, 1976, through December 31, 1976. Only
soluble sodium saccharin in granular and powder forms was examined. These two
types of saccharin, as previously stated, account for approximately 85 percent
of U.S. saccharin consumption. The Treasury investigation was limited to
saccharin manufactured by Kumbuk Chemical Industries Co., Ltd.; Choheung
Chemical Industries Co.; and Jeil Moolsan Co., Inc. These three companies,
according to Treasury, accounted for over 90 percent of saccharin imports from
Korea.
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Treasury made comparisons on approximately 71 percent of the saccharin
sold to the United States by the three aforementioned manufacturers during the
period of investigation. The total value of sales examined was $354,890.
Treasury found that 100 percent of those sales were made at LTFV prices. The
margins, as calculated by Treasury, ranged from 24 to 26 percent, with a
weighted average margin for all sales of 25 percent.

In determining LTFV margins, Treasury calculated home-market price (or
fair value) on the basis of the weighted average, packed, delivered price to
wholesale purchasers in the Republic of Korea. Adjustments were made for
transportation, interest expenses, rebates to a distributor, differences in
packing expenses, and differences in the merchandise.

Since all of the merchandise compared was purchased or had been agreed to
be purchased prior to the time of exportation (by the persons by whom, or for
whose account, it was imported), Treasury calculated the purchase price on the
basis of the cost, insurance, freight (c.i.f.) price to U.S. importers with
deductions for ocean freight, marine insurance, shipping charges, banking
charges, and inland freight.

LTFV sales from Japan

The Treasury investigation was limited to saccharin manufactured by Aisan
Chemical Co., Ltd., and Daito Chemical Industrial Co. These two companies,
according to Treasury's investigation, accounted for over 60 percent of U.S.
imports of saccharin from Japan.

The investigation of saccharin from Japan covered two separate time per-
iods. Imports manufactured by Aisan were examined for 7 months, from June 1,
1976, to December 31, 1976, while imports manufactured by Daito were examined
for 6 months, from June 1, 1976, to November 30, 1976.

The Department of the Treasury made a tentative determination on June 8,
1977, that imports of saccharin from Japan were not being sold at LTFV (42
F.R. 29355). However, after completing its investigation, Treasury made a
determination on September 14, 1977, that saccharin from Japan was being sold
at LTFV with the exception of that produced by Aisan.

Treasury made price comparisons on approximately 90 percent of the sac-
charin sold to the United States by the two aforementioned manufacturers dur-
ing the periods of investigation. The total value of sales examined was
$1,370,770 ($1,255,000 for Aisans, $115,770 for Daito).

Treasury found that 100 percent of Aisan's sales were at fair value.
Treasury examined 45 percent of Daito's sales to the United States and found
that 100 percent of such sales were at LTFV, with margins, as calculated by

Treasury, ranging from 9 to 11 percent. The weighted average margin was 9.4
percent.

In determining LTFV margins, Treasury calculated home-market price (or
fair value) on the basis of the free on board (f.o.b.) delivered price to
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wholesale purchasers in Japan. Adjustments were made for inland freight,
discounts (which were taken into consideration in arriving at a weighted aver-
age price), differences in packing, interest, and selling expenses up to the

amount deducted for commissions in the calculation of purchase price, as
appropriate,

Since all merchandise was purchased prior to the time of exportation (by
the persons by whom, or for whose account, it was imported), Treasury calcu-
lated the purchase price on the basis of the c.i.f. packed price to the United
States, or the f.o.b. packed price to the unrelated trading companies, with
deductions for inland freight, ocean freight, insurance, shipping charges,
banking fees, and commissions, as appropriate.

Consideration of Injury or Likelihood Thereof

U.S. consumption, producers' shipments, and exports

Apparent U.S. consumption of saccharin rose from * * * million pounds in
1973 to * * * million pounds. in 1974--amounting to an increase of 29 percent
(table 2). Apparent consumption leveled off at * * * million pounds annually
in 1975 and 1976. Sherwin-Williams' domestic shipments of saccharin rose from
% % * million pounds in 1973 to * * * million pounds in 1976-—-amounting to an
increase of 11 percent.

Table 2.--Saccharin: U.S. producer's domestic shipments, exports, imports for
consumption, and apparent consumption, 1973-76, January-September 1976, and
January-September 1977

u.s. ' : ‘ Ratio of
Period sproducer S:1?.xports:Imports: Apparent ‘imports to
: domestic : : :consumption: .
:shipments : : : ,consumption
1,000 : 1,000 : 1,000 : 1,000 :
pounds :pounds :pounds : pounds : Percent
e ko ok kK ; 2,072 ; * ok * * kK
1974=— = * k k% k% : 3415 : * K K * % *
1975 —— e e ¥ %k k ;% % % . 3 086 : * % k * k%
1976————— e * k % . ok k k : 2,710 : * k * * % *
January-September—-- :
1976———— = e e * k k3 Kk k k : 1,925 : * % %k * k%
| Iy Ay 2 —— * ko koo %k Kk ;2,142 : * ok * %k %

Source: Compiled from official statistics of the U.S. Department of Com-
merce and from data su