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~ USITC FINDS U.S. INDUSTRY
LIKELY TO BE INJURED BY IMPORTS OF METHYL
ALCOHOL FROM CANADA SOLD AT LESS THAN FAIR VALUE

The United States Intérnationa] Trade Commission today reported
to the Secretary of the Treasury its.determiﬁation that a domestic
industry is likely fo be injured as a resuit of sales of methyl
alcohol from Canada in the United States at less than fair value
(LTFV) within the meaning of the Antidumping Act, 1921, as amended.

Chairman Joseph 0. Parker and Commissioners George M. Moore
and Catherine Bedell determined in the affirmative with respectvto
imports from Canada; Vice Chairman Bill Alberger and Commissioner
Paula Stern_di;sented;

Thé Commission's investigation was instituted on April 4, 1979,
after receipt of advice from the Treasury Department that methyl
alcohol f?om Canadavis being, or ié likely to be, sold in the United
States at LTFV. Treasury's investigation was limited to one Canadian
manufacturer, Alberta Gas Chemicals, Ltd. (AGCL), the only Canadian
firm that exports methyl alcohol to the United States. Fair-value
comparisons were made on roughly 72 percent of AGCL's sales of the

subject merchandise during the period of Treasury's investigation.

[ more
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Margins ranging from 9.9 percent to 108.6 percent were found on:]OO
percent of the sales cbmpared, with a weighted average margin of 59.2
percent.

Methyl alcohol is a cp]or]ess, flammable, poisonous liquid used
primarily as a raw material in the manufacture of other chemicals,
particularly fofma]déhyde, and as a general solvent. Eight fjrms
currently produce methyl alcohol within the United Sfates at nine
plant sites, most of which are located in Texas and Louiéiana.
| Canada accounted for 86 percent of all imports of methy]l
alcohol into the United States in 1977 and 71 percent oflimports in
1978. Total imports increased by 15 perceht frqm 418 million pounds
“in 1977 to 479 million pounds in 1978.

Data gathered by the Commission for 1976;78 indicate upward
trends in production, captive use, and 6pen-market*sh1pments. Down-
ward trends are evident in capacity utilization, inventories, the
nuhber-of production and related workers producing methyl alcohol,
and-the profitability of U.S. producers on their methyl alcohol
operations.A Total imports fncreaéed each year, whf]e those from
Canada increased ih 1977 and then decreased in 1978.

The Commission's public report, Methyl Alcohol From Canada

(USITC.Pub1ication‘986), contains the views of the Commissioners
and information developed during the investiqafion (No. AA1921-202).
Copies may be obtainéd by calling (202) 523-5178 or from the Office

of the Secretary, 701 E Street NW., Nashington, D.C. 20436.
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

(AA1921-202)
METHYL ALCOHOL FROM CANADA

Determination

On the basis of the information obtained in the investigation, the Commission
determines (Vice Chairman Alberger and Commissioner Stern dissenting), that an industry
in the United States is likely to be injured by reason of the importation of methyl
alcohol from Canada, which the Department of the Treasury has determined 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)).

Background

On March 29, 1979, the United States International Trade Commission received
advice from the Department of the Treasury thét methyl alcohol from Canada is being,
or is likely to be, sold in the United States at less than fair value within the
meaning of the Antidumping Act. Accordingly, on April 4, 1979, the Commission
instituted investigation No. AA1921-202 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.

Notice of tﬁe institution of the investigation and of the public hearing held

in connection therewith was published in the Federal Register of April 11, 1979

(44 F.R. 21718). The public hearing was held in Washington, D.C., on May 15 and 16,
1979, and all persons who requested the opportunity were permitted to appear in
person or by counsel.

In arfiving at its determination, the Commission gave due consideration to all
written submissions frém interested persons and information adduced at the hearing,
provided by the Department of the Treasury, and obtained’by the Commission's staff

from questionnaires, personal interviews, and other sources.



Statement of Reasons of Chairman Joseph O. Parker and
Commissioners George M. Moore and Catherine Bedell

The Commission instituted this investigation on April 4, 1979,
upon receipt of advice from the Department of the Treasury that methyl
alcohol from Canada is being, or is likely go be, sold in the United States
at less than fair value. This investigation (No. AA1921-202) by the
Commission is conducted pﬁrsuant to section 201(a) of the Antidumping
Act, 1921, as amended, 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 an earlier preliminary investigation, the Commission
had determined that there was a reasonable indication of injury or likelihood
of Injury by reason of the importation of such merchandise, allegedly sold
at less than fair value, which resulted in a full investigation of the
matter.

Determination

On the basis of the information obtained in this investigation, we
have determined that an industry in the United States is likely to be injured
by reason of the importation of methyl alcohol from Canada which Treasury
has determined is being, or is likely to be, sold at LTFV.

The investigation by the Department of the Treasury of the pricing
of methyl alcohol imported from Canada covered the 6-month period from
January 1, 1978, through June 30, 1978. The investigation was limited to
sales by Alberta Gas Chemicals Limited (AGCL), which accounted for virtually
all imports of methyl alcohol from Canada. Fair-value comparisons were
made on appréximately 72 percent of the sales of the subject merchandise,
and dumping margins ranging from 9.9 percent to 108.6 percent were found on
all the sales compared. The weighted average margin of dumping as determined

by the Department of the Treasury was 59.2 percent.



The domestfc industry which is the subject of this investigation
consists of eight firms with nine plants producing methyl alcohol.

They are located principally in Texas and Louisiana. The industry is
capital intensive.and highly competitive.

Prior to 1975, the principal Canadian exporter, AGCL, did not produce
methyl alcohol. The company brought on stream two producing units in
early 1975 and in May 1976, respectively, in Medicine Hat, Alberta. These
production facilities, when combined with those of the other Canadian
producer, had the capacity to produce methyl alcohol in quantities far
exceeding Canadian internal demand. This excess capacity was used to
produce methyl alcohol for export, the majority of which was sold in
U.S. markets at prices which the Department of the Treasury has determined
were at less than fair value.

In July 1976, AGCL obtained approval from the Energy Resources
Conservation Board of Alberta to use natural gas as a raw material in the
production of methyl alcoholAwhich would be produced in two additional
facilities to be constructed at the Medicine Hat, Alberta site. Natural
gas is the principal raw material used in the production of methyl alcohol
and since AGCL has access to natural gas at a price much lower than that
at which it is available in the U.S., AGCL is assured of a low cost
supply of the primary raw material necessary for its expanded production.
Alfhough AGCL has not made a final determination on whether to
proceed with this construction, the outcome of this investigation
conceivably may be a factor in the final decision. If AGCL is
permitted to- continue to sell at LTFV in this market and the additional
capacity under consideration is brought into being, about 700 million pounds
of methyl alcohol will be available for export to the United States.

The additional supply is the equivalent of more than 10 percent of current

U.S. consumption. The U.S. market is a logical market for any increased



Canadian production.

Imports of methyl alcohol from Canada increased from about 70 million
pounds in 1975 to 357 million pounds in 1977. Imports during the first
6 months of 1978 continued at a record pace, but after the filing of the
antidumping petition, imports decreased and the total for the year 1978
was slightly below that fér 1977. The ratio of imports from Canada to
apparent open-market consumption increased from 8 percent in 1976 to 13
percent in 1977, but decreased to about 11 percent in 1978.

Several factors facilitate this penetration of the U.S. market by
LTFV imports from Canada. After the establishment of its producing
facilities, AGCL established a wholly owned subsidiary in the United States
to market its products. This subsidiary has a trained sales staff in place
which is familiar with the U.S. market. In addition, the proximity of
the U,.S. market provides the Canadian producer with good access by railcar
to the major U.S. markets. AGCL also maintains a terminal facility at the
Port of New York to receive ocean-going shipments.

Because methyl alcohol is a fungible product, it is sold principally
on the basis of price. It is clear that without the significant dumping
marginé (in some cases over 100 percent) at which the Department of the
Treasury determined that AGCL sold in the United States, these imports
would not have undersold U.S.-produced methyl alcohol or suppressed
U.S. producers' prices. 'If AGCL has increased capacity and additional
product availability and is able to continue to sell at LTFV to the
U.S. market, the likelihood of increased penetration, price suppression,
and injury to the domestic industry is apparent.

Aggregate data for seven U.S. producers reveal a sharply deteriorating
trend in profitability since 1976. Net operating profit decreased steadily
from $55.6 million in 1976 to $40 million in 1978, and in the first quarter

of 1979, profit declined by 63 percent in comparison with that in the



corresponding period of 1978. The ratio of net operating profit to net
sales also declined, decreasing from 22.2 percent in 1976 to 17.4 percent
in 1977 and 15.2 percent in 1978. The ratio of net operating profit to
net sales was’5.2 perceﬁt in JanuaryQMérch l9f9 compared with 16.6

percent in January-March 1978. This sharp decline in profitability is
the result of rapidly increasing production costs (principally those for
natural gas) without porresponding increases in selling price. These
trends indicate that the domestic industry is increasingly vulnerable

to import competition and that continued sales at less than fair value

'

of expanding supplies from Canada will suppress or depress U.S. producers

prices and will be almost certain to cause injury to the U.S. industry.



STATEMENT OF REASONS OF COMMISSIONERS BILL ALBERGER AND PAULA STERN

On the basis of information obtained in tﬁis investigation, we
determine, pursuant to Section 201 of the Antidumping Act, as amended,
that an industry in the United States is not being or likely to be in-
jured, or prevented from being established by reasoﬁ of the importation
of methyl alcohol from Canada at less than fair value. 1In reaching our
decision that an industry in the Unitéd States is not being injured by
less-than-fair-value imports, we recognize that the domestic industry
producing methyl alcohol may be experiencing some economic difficulty, but
we believe that the industry's present economic problems are not related
to less-than-fair-value sales from Canada. With respect to our decision
that an industry in the United States is not likely to be injured by less-
than-fair-value imports, we are unable to ascertain any factors which would

lead us to find that the likelihood of such injury is "real and imminent."

The Domestic Industry

Methyl alcohol, which is ‘the sixth largest organic chemical commodity
in the United States, is used primarily as a raw material in the manufacture
of other chemicals and as a general solvent. Forty to fifty percent of the
methyl alcohol consumed in the United States is used in the manufacture of
formaldehyde which, in turn, is used extensively in the production of
adhesives used to make plywood and particle board. Over the next several
years, the markgt for methyl alcohol is forecasted to expand as methyl

alcohol is used in a widening range of applications. Of particular
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significance are the potential uses of methyl alcohol as fuel for the
generation of electricity in power plants and as a gasoline extender and
base for synthetic gasoline.™

Prior to 1970, all synthetic methyl alcohol producgd in the United
States was made by a high pressure process that depended heavil& ﬁpon
natural gas. In view of the dramatic escalation in the price of natural
gas, which nearly doubled between 1976 and 1979, domestic producers of
methyl alcohol are now either building new plants which utilize the more
cost-efficient lower-pressure process or converting existing high-pressure
process plants to the low-pressure process. 2/ In 1978, only 50 percent
of domestic production was produced by the low-pressure process, as opposed
to 100 percent of the Canadian imports.

At present, gethyl alcohol is produced in the Uhitéd Stéfes by eigﬁt
large, diversified chemical firms in nine plants.. Six of the domestic
producers are also users of methyl alcohol in the production of derivative.
products.‘é/' Production plants are located in Louisiana, Texas, and

Florida. Four domestic producers are expanding or planning to expand

production capacity in the near future.

1/ On February 24, 1979, the Environmental Production Agency approved
methyl tertiary butyl ether, which contains methyl alcohol, as a gasoline
additive to increase octane levels and to act as an antiknock agent.

2/ Information developed by the Commission indicates that the low-pressure
system is approximately 10 percent more efficient in natural gas usage ‘than the
high-pressure systemn.

3/ Domestic producers consume approximately 55 percent of their total
production of methyl alcohol in the manufacture of derivative products. The
remainder of their production is shipped to unrelated companies. Such trans-
actions are referred to as "open-market shipments'.



LTFV Sales

The Department of Treasury ("Treasury') investigation covered
exports of methyl alcohol from Canada between January 1, 1978 and June
30, 1978. The investigation was limited to.one Canadian manufacturer,
Aiberta Gas Chemicals Limited ('AGCL"), which aééoﬁntéd for virtuall&
all Canadian exports of methzl alcohol to. the United States during the
period under investigationfﬂ Fair value comparisons were made in approxi-
mately 72 percent of AGCL's sales and margins of less-than-fair-value

ranged from 9.9 percent to 108.6 percent, with a weighted average margin

of 59.2 percent.

No Injury By Reason Of LTFV Sales

In order to make an affirmative determination, Section 201 of the
Antidumping Act, as amended, requires the Commission to find that an
industry is being or is likely to be injured and tﬁat such injury is
"by reason of" less-than-fair-value imports.

An analysis of cerpain relevant domestic economic factors, such as
profitability, capacity utilization and employment, indiéates that the
domestic industry may be experiencing some economic difficulty. On the
other hand, analysis of domestic consumption, production, shipments and
inventory levels points to stability and health on the part of the domestic
industry. When all these economic indicators are analyzed in the

context of market penetration, prices and lost sales, it is clear that the

4/ AGCL sells most of its methyl alcohol in the United States through
its subsidiary, Alberta Gas Chemicals, Inc. ("AGCI"). AGCL's remaining
sales are made directly to a domestic producer of methyl alcohol.
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current economic problems confronting the domestic industry are not "by
reason of'" less-than-fair value sales of methyl alcohol from Canada.
While net sales have increased from $250.8 million in 1976
to $263 million in 1978, profits have steadily declined. Net operating
profits decreased 21 percent from $55.6 million in 1976 to $43.9 million
in 1977. 1In 1978, profits decreased another 9 percent to $40 million.
In the first quarter of 1979, profits fell dramatically to $3.6 million
from $11.4 million in the corresponding quarter of 1978, a decrease of
69 percent. However, it appears that this steady decline in profitability
is directly related to rapidly increasing costs of production without
corresponding increases in prices. Domestic producers report that their
average cost of natural gas has risen continuously since 1976 from $.90

to $1.77 per million BTUs in the first quarter of 1979. In 1978, the

cost of natural gas accounted for 55 percent of the cost of production.

According to testimony by a domestic producer, methyl alcohol pro-
duction facilities should not operate below 85 percent of capacity for an
extended period of time. Throughout the entire period under review by the
Commission, aggregate capacity utilization ranged from 76.1 percent in
1978 to 79.3 percent in 1977. While the domestic industry's capacity
utilization has never reached the 85 percent level, it is important to
note that four domestic producers have indicated to the Commission that
they ﬁave begun to expand their production facilities.

Employment has declined steadily from 1976 through 1978 and con-

tinued to decline in the first quarter of 1979. Employment dropped by
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15 percent from 563 in 1976 to 477 in 1978. 1In the first quarter of

1979, employmént dropped another 6 percent to 446 from 476 in the
corresponding period of 1978, On the other hand, it is important to

note that the decline in employment has been péralleled by a steady in-
crease in worker productivity,with a corresponding increase in production.
Output increased from 5.1 thousand pounds per worker-hour in 1976 to

6.3 thousand pounds in 1978 and continued to increase in the first quarter
of 1979.

During the period reviewed by the Commission, domestic apparent consump-—
tion has steadily increased. Total apparent consumption rose from 5.8 |
billion pounds in 1976 to 6.3 billion pounds in 1977 and 6.7 billion
pounds in 1978. Consumption in the first quarter of 1979 increased to
1.8 billion pounds as compared to 1.7 billion pounds in the corresponding
quarter of 1978. Most significant, demand for methyl alcohol is projected
to grow at an annual rate of 6 to 7 percent through 1981.

As domestic consumption has increased, the domestic induétry has been
able to step up its production and shipments and, at the same time, to
reduce inventory levels. Production has risen from 6,120.3 million pounds
in 1976 to 6,353.,9 million pounds in 1978. In addition, production during
the first quarter of 1979 increased to 1,538.9 million pounds from 1,376.7
million pounds in the corresponding quarter of 1978, an increase of approxi-
mately 12 percent. Open market shipments increased steadily from 2,672.1
million pounds in 1976 to 2,848.9 million pounds in 1977 and 2,914.4 million

pounds in 1978. 1In the first quarter of 1979, open market shipments



rose dramatically to 1 billion pounds from 692.3 million pounds in
the correspoﬁding quarter of 1978, a 44 percent increase.

At the same time that production was increasing, domestic producers'
inventories were declining. In 1978, inventories declined by 14 percent to
654 million pounds; inventories declined even further to 461 million
pounds in the first quarter of 1979. The ratio of inventories to produc-
tion fell from 9.9 percent in the first quarter of 1978 to 7.5 percent in
the corresponding quarter of 1979.

Imports of methyl alcohol from Canada have decreased both in
absolute terms and as a percentage of apparent domestic consumption. In
1977, imports from Canada amounted to 358 million pounds. In 1978, which
includes the period covered by the Treasury LTFV investigation, imports
decreased by 5 percent to 339.1 million pounds. The decrease of methyl
alcohol imports is accelerating. In the first quarter of 1979, imports de-
clined to 58.6 million pounds from 86.9 million pounds in the corresponding
quarter of 1978, a decrease of 33 percent. As a percentage of total apparent
domestic consumption, imports from Canada decreased from 5.7 percent in 1977
to 5.1 percent in 1978 and continued to drop in the first quarter of 1979
when compared with the corresponding quarter in 1978.

Price data indicates that AGCI prices were as high or higher, with
few exceptions, than domestic producers' prices throughout the period under
reviéw. Admittedly, AGCL's prices to its direct customer were lower.
However, those prices were established in a long-term contract originally
negotiated in 1973 and renegotiated iﬁ 1975. ©Not only was that contract
entered into prior to Treasury's LTFV investigation, but nearly all of

the imports under the contract are consumed by the customer.
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Finally, information developed in the Commission's investigation
throws into question the two confirmed instances of lost sales to Canadian
imports by reason of lower prices. Of the two firms cited as sources of
sales lost to domestic producers, one firm, a distributor, indicated
that Canadian methyl alcohol was purchased because the firm's regular
domestic supplier failed to meet its customary price discount. The
distributor's own customer was, in turn, being offered lower-priced
methyl alcohol by anéther domestic producer. Therefore, if the distributor
had not purchased the Canadian methyl alcohol it would not have been able
to offer a competitive price to its customer. In the other instance, the
firm cited as a"source of lost sales acknowledged purchasing lower-priced
Canadian methyl alcohol, but stated that on other occasions it has also
bought domestic methyl alcohol in lieu of the Canadian product.when
lower prices were offered. Information developed by the Commission shows
that 15 other domestic firms specifically indicated that the alleged lost
sales to Canadian imports were, in fact, sales lost to other domestic
producers because of lower prices. Price data collected by the Commission
confirms that AGCI generally offered prices for methyl alcohol that were
competitive with those offered by domestic producers. In addition, the
Commission was not able to confirm any instance of loss of revenue by
domestic producers on sales that were made at reduced prices because of

price depression caused by Canadian imports.5/

35/ Three firms indicated that they bought Canadian imports of methyl
alcohol in order to profit from duty drawback privileges. Such privileges
are offered by the U.S. government to encourage exports. As no evidence was
presented to indicate that AGCI offers different prices to firms that do
not intend to collect drawback, we do not consider the issue relevant with
respect to our determination in this investigation.
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In summary, while the domestic industry appears to be in some
economic difficulty, particularly in terms of profitability, the overall
economic picture of the industry is not one of injury within the meaning
of the Antidumping Act. Moreover, in the facekof a declining market pene-
tration, little, if any, relevant price suppression or depression and
no real indication of lost sales attributable to LTFV imports, we have
a case where even if injury did exist, it would not, in the context of
the Antidumping Act, exist by reason of LTFV imports.

No Likelihood of Injury By Reason
Of LTFV Sales ~

An affirmative determination that an industry is likely to be injured
by LTFV imports must, according to the Senate Finance Committee, rest on
"evidence showing that the likelihood is real and imminent and not on

mere supposition, speculation, or conjecture.' 6/ 1In analyzing the body
of Commission precedent, two preconditions for fiﬁding likelihood of
injury, which are consistent with the "real and imminent" standard, emerge:
(1) the industry is -- and will continue to be —-- vulnerable to injury,
and (2) the foreign producers have the capacity and the need to export
significant amounts of goods at less than fair value.

In finding that an industry is. vulnerable to injury, the Commission
has usually noted a slackening of profits, shipments and capacity utiliza-

tion which has coincided with the penetration of less-than-fair-value

imports. In Impression Fabric of Manmade Fiber from Japan, Inv. AA1921-176

(March 1978), the Commission found that gross profits had risen only

6/ S. Rep. No. 93-1298, 93rd Cong., 2d Sess. 180 (1974).
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slightly after declining for several years and that prices were
increasing at a lower rate than for textiles in general; such sluggish-
ness had not yet indicated injury, but it did show that the industry was

sensitive to less-than-fair-value imports. In Elemental Sulfur from

Canada, Inv. AA1921-127 (October 1973), the Commission noted that prices
in a particular region —- in which LTFV imports had been concentrated —-
were somewhat below prices in other regions and predicted that increased

penetration could widen the disparity. In Portland Cement from the

‘Dominican Republic, Inv. AA1921-25 (April 1963), the domestic industry

was operating at significantly less than full capacity and the Commission
concluded that further penetration would decrease production even more.
In all these cases, the Commission detected early signs of.
injury and concluded that further penetration by less—thén—fair—value
imports would lead directly to injury within the meaning of the Antidump-
ing Act.

Once it had been detérﬁined that the industry was vulnerable to
injury, the Commission then assessed whether the foreign producer had --
or would have had -- the capacity to export large amounts of their goods at
LTFV. -In some cases, it was clear that foreign producers already had

"a large unutilized annual productive capacity . . . ." Instant Potato

Granules from Canada, Inv. AA1921-97 (September 1972). In other cases,

foreign producers had been operating at near capacity, but had been unable
to find local markets for the product and were facing mounting stockpiles.

Elemental Sulfur.
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The Commission has also found that even when a foreign industry is
operating at near capacity, expected changes in the marketing patterns
of foreign producers could lead to significant less-~than-fair-value

imports to the United States. For example, in Canned Bartlett Pears,

Inv. AA1921-110 (March 1973), the Commission feared that the expected
imposition éf heavy duties by the European Economic Community would
have encouraged foreign producers to divert exports from that market
to the United States. A recent rise in less-than-fair-value imports,
the Commission warned, was "a precursor of an effort to establish
and develop the United States market as a replacement for the United

Kingdom market." In Printed Vinyl Film from Brazil and Argentina,

Inv. AA1921-117 and 118 (March 1973) and Steel Reinforcing Bars from

Canada, Inv. AA1921-33 (March 1964), the ability of the producer "to
alter production patterns'" and to increase production of the goods in

question constituted a threat to the domestic industry.

In all these cases, the Commission found that the foreign supplier
had the present capacity to increase its shipments to the United States.
In some cases, the supplier already had excess productive capacity; in
others, a decline in home market consumption or in the profitability of
exports to other foreign markets or a buildup of inventories signalled
that the foreign supplier would soon be increasing 1ts exports to the
United States. In short, the Commission found that there was a "real and
imminent" potential for increased importation of the product in question

at less than fair wvalue.
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It is clear that in this case additiona1~exports'to the United
States by AGCL are unlikely in the imminent future. First, AGCL is
producing at virtually 100 percent of capacity and nearly all prbduction
is committed under contractual agreements to éxisting customers. Second,
information supplied to the Commission indicates that AGCL's markets

7/

outside the United States are expanding — and that selling prices in
those markets are higher than corresponding U.S. prices. Finally,
combined inventories of methyl alcohol held by AGCL and AGCI on March 31,
1979, are relatively small and would not significantly increase U.S.
import penetration even if the entire inventory was suddenly diverted
to this country.

AGCL has an expansion plan under consideration that could add two
additional plants to existing facilities. However, even if AGCL decides
to expand its production facilities, information presented to the

Commission clearly indicates that the impact of any such expansion would

not be felt in the U.S. market for at least three years. - If construc-

tion on the new facilities began immediately, AGCL reports that produc-
tion would not commence until 1982. Furthermore, AGCL's expansion plans
are uncertain at present. Financing for the expansion has yet to be
obtained. In addition, AGCL has indicated that it would have to evalu-
ate future Canadian energy policies, the results of the multilateral
trade negotiations and potential new markets for methyl alcohol. We
feel that, in view of all these factors, the length of time before any
additional methyl alcohol could be exported to the United States is

clearly not within the standard of "real and imminent."

7/ This is the result, in part, of reduced availability of oil and
gas products from Iran which are used to produce methyl alcohol.
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In addition'to the factors disclosed above with respect to whether
tﬁe likelihood of injury is "real and imminent" it is significant to
note that in this case market penetration is decreasing rather than
increasing. Moreover, since market penetratien is decreasing and AGCL
is producing at virtually 100 percent capacity, there is little, if any,
likelihood that Canadian imports, whether at less than fair value or
not, could adversely affect prices in an expanding U.S. market.

Finally, reference has been made to the fact that AGCL enjoys the
advantage of long-term supplies of natural gas at costs significantly
lower than available to U.S. producers. There is no doubt that less
expensive natural gas gives AGCL an economic advantage. However, this
situation is a comparative as opposed to an unfair trade advantage and,
therefore, is not an appropriate factor in terms of assessing whether or

not a likelihood of injury exists in this case.

Conclusion

While there are some elements of injury apparent in the domestic
industry, we cannot find a causal connection with LTFV imports from
Canada. Nor can we find any likelihood of injury. However, if LTFV
imports were to increase suddenly, a circumstance we cannot foresee,
we believe that injury, within the meaning of the Antidumping Act,

could result.
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SUMMARY

Investigation No. AA1921-202 was instituted on April 4, 1979, by the
United States International Trade Commission following the receipt of advice
from the Department of the Treasury on March 29, 1979, that methyl alcohol
from Canada 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. Treasury's investigation was limited to one Canadian manufacturer,
Alberta Gas Chemicals, Ltd. (AGCL), the only Canadian firm that exports methyl
alcohol to the United States. Fair-value comparisons were made on roughly 72
percent of AGCL's sales of the subject merchandise during the perind of
Treasury's investigation. Margins were found ranging from 9.9 to 108.6 per-
cent on 100 percent of the sales compared, with a weighted average margin of

59.2 percent.

Methyl alcohol is a colorless, flammable, poisonous liquid used primarily
as a raw material for the manufacture of other chemicals, particularly formal-
dehyde, and as a general solvent. The product is fungible, varying little in
terms of physical and chemical characteristics.

Eight firms currently produce methyl alcohol within the United States at
9 plant sites, most of which are in Texas and Louisiana. Two firms, Du Pont
and Celanese, account for * * * of U.S. capacity. Georgia-Pacific, a U.S.
producer, and Alberta Gas Chemicals, Inc. (AGCI), a wholly owned subsidiary of
AGCL, account for * * % imports from Canada. Canada, in turn, accounted for
over 86 percent of all imports of methyl alcohol into the United States in
1977 and 71 percent of imports in 1978. Total imports increased by 15 percent
from 417 million pounds in 1977 to 478 million pounds in 1978.

Information developed by the Commission indicates that more than one-half
of the methyl alcohol produced in the United States is internally consumed by
domestic producers. Captive consumption is facilitated by intercompany trans-
fer shipments ("swaps"), whereby various participants in the market, including
importers, agree to exchange the product among themselves, on a reciprocal,
no-cost basis. * * %,

Data gathered by the Commission for 1976-78 indicate an upward trend in
the amount of production, captive use, and open-market shipments. Downward
trends are evident in capacity utilization, inventories, the number -of pro-
duction and related workers producing methyl alcohol, and in the profitability
of U.S. producers on their methyl alcohol operations. Total imports increased
each year, while those from Canada increased in 1977 and then decreased in
1978. As a percentage of apparent total consumptlon, imports of methyl alco-
hol from Canada increased from 3.4 percent in 1976 to 5.7 percent in 1977, and
then decreased to 5.1 percent in 1978 and 3.3 percent in January-March 1979.
Imports from Canada as a percentage of apparent "open market" consumption fol-
lowed the same pattern but rose from 8.0 percent in 1976 to 13.0 percent in
1977, before declining to 10.7 percent in 1978 and 5.6 percent in January-
March 1979.

Price data, by types of customers, (producer of methyl alcohol, formalde-
hyde producer, and nonformaldehyde producer) showed that AGCI prices were
higher, with few exceptions, than U.S. producers' prices throughout the period
covered. Prices from AGCL to * * *, however, were considerably lower than
either U.S. producers or AGCI's prlces. Price trends followed, but lagged
behind, general price trends of total industrial commodities and energy.
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INFORMATION OBTAINED IN THE INVESTIGA?ION

Introduction

On March 29, 1979, the United States International Trade Commission
received advice from the Department of the Treasury that methyl alcohol from
Canada 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.
1/ Accordingly, on April 4, 1979, the Commission instituted investigation No.
AA1921-202 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-—in this case by June
29, 1979.

Notice of the institution of the investigation and of the public hearing
to be held in connection therewith was given by posting copies of the notice
in the Office of the Secretary, U.S. International Trade Commission,
Washington, D.C., and at the Commission's office in New York City, and by pub-
lishing the notice in the Federal Register of April 11, 1979 (44 F.R. 21718).
2/ The hearing was held in Washington, D.C., on May 15 and 16, 1979.

The complaint ‘which led to Treasury's determination of LTFV sales was
filed on May 2, 1978, by counsel acting in behalf of E.I. du Pont de Nemours &
Co., Inc. (Du Pont), Wilmington, Del. On June 9, 1978, Treasury advised the
Commission that, in accordance with section 201(c) of the Antidumping Act,
1921, as amended, an antidumping investigation was being initiated with
respect to methyl alcohol from Canada, and that pursuant to section 201(c) of
the act, information developed during Treasury's summary investigation led to
the conclusion that there was substantial doubt whether an industry in the
United States was being, or was likely to be injured, or was prevented from
being established, by reason of the importation of such merchandise into the
United States (notice published in the Federal Register of June 14, 1978
(43 F.R. 25758)). 3/ Accordingly, the Commission, on June 16, 1978, insti-
tuted inquiry AA1921-Inq.-13, under section 201(c)(2) of that act, to
determine whether there was no reasonable indication that an industry in the
United States was being or was likely to be injured, or was prevented from
being established, by reason of the importation of such merchandise into the
United States (notice published in the Federal Register of July 14, 1978 (43
F.R. 30366)). 4/ On July 10, 1978, the Commission notified the Secretary of
the Treasury that, on the basis of its inquiry, it determined that there is a
reasonable indication that an industry in the United States is being or is
likely to be injured, by reason of the importation of methyl alcohol from
Canada allegedly to be sold at LTFV (notice published in the Federal Register

1/ A copy of Treasury's letter to the Commission concerning LTFV sales of
methyl alcohol from Canada is presented in app. A.

2/ A copy of the Commission's Notice of Investigation and Hearing 1is
presented in app. B.

3/ A copy of Treasury's initiation of antidumping investigation is presented
in app. C. ‘

4/ A copy of the Commission notice of investigation and hearing for inquiry
AA1921-Inq.-13 is presented in app. D.
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of July 14, 1978 (43 F.R. 30366)). 1/ Thus, Treasury's investigation of sales
at LTFV was continued. Treasury's notice of withholding of appraisement was
published in the Federal Register of December 19, 1978 (43 F.R. 59196), 2/ and
its determination of sales at LTFV was publlshed in the Federal Reglster of
March 30, 1979 (44 F.R. 19090). 3/

The Commission conducted an inquiry on methyl alcohol from Brazil in
September and October of 1977. In that inquiry (AAl1921-Inq.-7), the
Commission unanimously determined that there was no reasonable indication that
an industry in the United States was being or was likely to be injured, or was
prevented from being established, by reason of the importation of methyl alco-
hol from Brazil, alleged to be sold, or likely to be sold, at LTFV within the
meaning of the Antidumping Act, 1921, as amended. In support of its de-
termination, the Commission cited the extremely small quantity of imports
involved (equivalent to only 0.2 percent of 1976 apparent U.S. consumption of
methyl alcohol and 0.6 percent of 1976 U.S. open-market consumption), the non-
recurring nature of the Brazilian shipment, and the absence of any evidence of
underselling or price depression or suppression (USITC Publication 837
October 1977).

The Product

Description and uses .

Methyl alcohol, also known as methanol, is a colorless, flammable,
poisonous liquid used primarily as a raw material in the manufacture of other
chemicals and as a general solvent. Methyl alcohol was originally known as
wood alcohol because it was made from the destructive distillation of wood and
other vegetable products. Today nearly all methyl alcohol is made synthe-
tically from natural gas. 4/ The physical and chemical properties of the
final product vary little; it normally consists of about 99.98 percent methyl
alcohol with trace amounts of water and other organic chemicals.

1/ A copy of the Commission's determlnatlon in inquiry AAl1921-Inq.-13 1s
presented in app. E.

2/ A copy of Treasury's notice of withholding of appraisement is presented
in app. F.

3/ A copy of Treasury s determination of LTFV sales is presented in app. G.

4/ Methyl alcohol is also produced in small quantltles as a byproduct of
certain chemical reactions, but such methyl alcohol is not as pure as the com-
modity product. Only 0.5 percent of total U.S. production of methyl alcohol
was produced this way in 1975, and this percentage is believed to have
declined in recent years. Firms known to have produced methyl alcohol as a
byproduct are * * %,
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Prior to 1970, all synthetic methyl alcohol produced in the United States
was made by high-pressure processes that depended upon the relatively low
price of natural gas. However, the price of natural gas has risen sub-
stantially in recent years owing to changing political and economic con-
ditions. This rapid price rise has particularly affected the plants in Texas
and Louisiana, where nearly all U.S.-made methyl alcohol is produced.

Several existing U.S. plants and AGCL's two plants are licensed to use
production processes utilizing lower pressures developed by Imperial Chemical
Industries, Ltd. (ICI) of the United Kingdom and Lurgi Mineraloltechnik GmbH
of West Germany. 1/ At present, one existing U.S. plant is being converted to
the low-pressure process, and about half of U.S. production capacity is from
low-pressure facilities. This percentage is expected to increase rapidly in
the near future as certain new plants and converted high~pressure facilities
become operational. 2/

Methyl alcohol is a basic petrochemical. In terms of volume, it is the
sixth largest organic chemical commodity in the United States, with 1978
annual consumption of about 6.7 billion pounds. Its principal use is as a raw
material for downstream industries, such as formaldehyde, which accounts for
40 to 50 percent of methyl alcohol consumption in the United States. Formal-
dehyde-based resins are used extensively as adhesives in the production of
plywood and particle board, important components in the housing industry. 3/
Methyl alcohol is also used in the production of acetic acid, methylamines,
methyl halides, methyl methacrylate, dimethyl terephthalate, and as a general
solvent. In most of its major uses there are no substitutes.

Several potentially large uses for methyl alcohol are being developed in
a wide range of fuel, chemical, and other applications. Particularly impor-
tant among these are its use as a fuel for the generation of electricity in
power plants, as a gasoline extender and base for synthetic gasoline, and in
the direct reduction of iromn ore. Some of these uses may become significant
in the next several years because of the uncertainty of future petroleum sup-
plies. For example, methyl tertiary butyl ether (MTBE), the result of a
chemical reaction between two parts isobutylene and one part methyl alcohol,
was approved as a gasoline additive to increase octane levels and act as an
antiknock agent by the Environmental Protection Agency on February 24, 1979.

1/ At the Commission's hearing, an expert testifying in behalf "of AGCL
stated that ICI and Lurgi technology lowered the cost of producing methyl
alcohol. For discussion, see Tr. 192-193.

2/ For a discussion of high- and low-pressure processes, see app. H.

3/ It has been argued that U.S. demand for methyl alcohol is closely tied to
the level of activity in the U.S. construction industry.
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This new use of ﬁethyl alcohol reportedly could represent a demand for 650
million to 1.3 billion pounds annually. 1/ U.S. consumption of methyl alcohol
by end uses is shown in table 1.

Table 1.--Methyl alcohol: U.S. consumption, by end uses,
1968, 1973, and 1976 1/

(In percent)

End use Po1968 P 1973 Y 1976

Formaldehyde- : hk g whk g ik
Solvents -——— - *kk o *hk o ik
Chloromethaneg-—--- - : *hk 3 *hk 2 *dk
Acetic acid-- - : whk 3 dkk o Jekeke
Methylamines : : kkk o dkk 2 dodkde
Methyl methacrylate-—--- ———2 *kk 3 L 2 Fekk
Dimethyl terephthalate : dkk o dkk o Fekek
Glycol methyl ethers : L2 2 *kk 3 Fkek
Inhibitors for formaldehyde -3 *kk 3 *kk 3 Fkk
Miscellaneous (including fuels)-——--—===wu- : o dokk dekk

Total : 100.0 : ~100.0 : 100.0

1/ Percentages are based on quantities consumed.

Source: COmpiled .from data in the Chemical Economics Handbook, Market
Research Report on Methanol, Stanford Research Institute, August 1977.

U.S. tariff treatment

Methyl alcohol is dutiable under the provisions of items 427.96 and 427.97
of the Tariff Schedules of the United States (TSUS). Item 427.96 applies to
methyl alcohol imported only for use in producing synthetic natural gas (SNG)
or for direct use as a fuel and is free of duty for most-favored nations. All
other methyl alcohol enters under item 427.97 and is subject to a rate of duty
of 7.6 cents per gallon. 2/ The column two statutory rate of duty in both
cases is 18 cents per gallon. The most-favored-nation rates have been in
effect since October 26, 1974, pursuant to Public Law 93-482. Prior to this
date, all methyl alcohol was imported under a single tariff provision at the
rate of 7.6 cents per gallon. Imports of methyl alcohol under item 427.97 are

eligible for duty-free treatment under the Generalized System of Preferences
(Gsp). -

Nature and Extent of Sales at LTFV
Treasury's investigation of U.S. imports of methyl alcohol from Canada

?overed the 6-month period from January 1, 1978, through June 30, 1978. The
investigation was limited to one Canadian manufacturer, Alberta Gas Chemicals,

1/ Journal of Commerce, Apr. 2, 1979.
2/ In 1978 the ad valorem equivalent was 22.0 percent.
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Ltd. (AGCL), which accounted for virtually all the Canadian-made methyl alco-
hol sold for export to the United States. Fair-value comparisons were made on
approximately 72 percent of the sales of the subject merchandise to the United
States by AGCL during the period of investigation.

As a basis for comparison, Treasury used purchase price since U.S. sales
were made to unrelated customers prior to the date of exportation of the mer-
chandise, and home-market price since the subject merchandise was sold in the
home market in sufficient quantities to provide an appropriate basis of com—
parison. AGCL's home-market sales accounted for more than 55 percent of all
sales to markets other than the United States and more than 38 percent of
AGCL's total sales during the period investigated.

The purchase price was calculated on the basis of prices to unrelated
U.S. customers, with deductions for freight, U.S. duty, and sales commissions,
as appropriate. Customers were classified into three groups: co-producers of
methyl alcohol, producers of formaldehyde, and producers of other than for-
maldehyde, since sales to these categories of customers were generally made at
different price levels.

So-called swap transactions, although commonly used in the methyl alcohol
industry, were not included in Treasury's price comparisons. A swap trans-
action involves the delivery of a product by one methyl alcohol producer to
the customer of a second. The second producer agrees to deliver a comparable
amount to a customer of the first producer at an unspecified future date.
Since no payment, as such, is exchanged, Treasury decided that swaps are not
valued in such a way as to permit price comparisons. Swap shipments to U.S.
customers of AGCL and U.S. producers during the period of investigation
accounted for approximately 28 percent of AGCL's total U.S. sales. 1/

Treasury calculated two separate weighted average home-market prices for
fair-value comparison since AGCL sold methyl alcohol to two distinct classes
of purchasers--producers of formaldehyde and producers of other than formalde-
hyde--in Canada. Deductions for freight costs were made. 2/ In making price
comparisons, sales to U.S. companies categorized as co-producers were compared
with sales in the home market to producers of formaldehyde because there were
no co-producer sales made by AGCL in Canada. 3/

1/ Counsel for * * * argued that swaps should have been considered 1in
Treasury's fair-value comparisons. However, customs felt that the lack of
specific pricing information on these transactions was sufficient reason not
to compare them.

2/ A controversial issue arose in Treasury's investigation of sales to one
U.S. purchase * * * which were made pursuant to a long-term contract initially
negotiated in 1973, For discussion of this issue, refer to app. G.

3/ Counsel for AGCL and Georgia Pacific, a U.S. co-producer, argued that
sales to a third-country co-producer should be used as a basis for comparing
prices to U.S. co-producers. For more discussion refer to app. G.
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U.S. purchase prices were found to be lower than the home-market price of
the subject merchandise in all instances. Margins were found ranging from 9.9
to 108.6 percent, and the weighted average margin was 59.2 percent.

In arriving at the weighted average margin, Treasury analyzed price
differences for the two categories of customers shown below.

! Net value ° Potential : Weighted
Type of customer P of sales : uncollectable: average
: :dumping duties: margins
: Dollars : Dollars : Percent
Formaldehyde producers—--—-—————-— : Fkk g *kk g *kk
Nonformaldehyde producers——-——=——-—— *hk 3 *hk 3 Fkw
Total -- — *kk *hk g 59.22

The Domestic Industry

At the present time, methyl alcohol is produced in the United States by 8
large, diversified chemical firms in 9 plants located in Louisiana (3), Texas
(5), and in Pensacola, Fla. (1). 1In 1978, Du Pont and Celanese Chemical Co.
(a division of Celanese Corp.) together accounted for * * * percent of the
total U.S. production of methyl alcohol and of the industry's productive capa-
city. The number of methyl alcohol plants in the United States declined from
11 in 1976 to 9 in 1977 because Rohm & Haas Co., Philadelphia, Pa., ceased
production, 1/ and Du Pont closed its plant in Orange, Tex. However, Du Pont
will begin operating a new low-pressure plant with production capacity of
* % % in Deer Park, Tex., later in 1979. 1In addition, plant expansions and
conversions to low-pressure technology are planned for the Tenneco plant in
Houston, Tex., the Hercofina plant in Plaquemine, La., 2/ and the Borden plant
in Geismar, La. With these conversions, the capacity of low-pressure process
plants in the United States will account for a substantially larger percentage
of total methyl alcohol capacity in the United States. Getty 0il Co. has
begun a preliminary study for a methyl alcohol plant with a possible pro-
duction capacity of 650 million to 990 million pounds per year. According to
an official at Getty, onme of the likely locations of the plant is Delaware
City, Del., where the firm has access to feedstock from its own refinery.

A list of firms that produced methyl alcohol in 1978, and their respec-
tive production capacities are shown in table 2.

1/ * * ¥,

2/ Hercofina, Inc., was formed Sept. 1, 1976, as a joint venture between
Hercules, Inc., and American Petrofina. Hercofina is currently selling its
methyl alcohol producing facility in Plaquemine, La., to International
Minerals & Chemicals Corp. (IMC), and Ashland 0il, Inc. * * * IMC was a
producer of methyl alcohol until 1974, when the firm * * *,
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Table.z.--Mbthyl alcohol: U.S. producers' capacity
and share of total capacity, by firms, 1978

Firm and plant location : Annual : Share of total
: capacity S capaclity
tMillion pounds: Percent
. Celanese Chemical Co : wkk ek
Bishop, Tex _ : ko
Clear Lake, Tex - , : ok g
E.I. du Pont de Nemours & Co., Inc———=——==m=—m=- : dkk g Fekk
Beaumont, Tex : wkk o
Orange, Tex - : wkk
Borden, Inc., Geismar, La,--—=--- H dkk s dekk
Georgia-Pacific Corp., Plaquemine, La-—~-=~==-—~- : La s aad
Monsanto Co., Texas City, Tex - : *kk o dekke
Hercofina, Inc., Plaquemine, La-- - : dad A ok
Tenneco Chemicals, Inc., Houston, Tex-----====-- : dkk o Fedek
Air Products & Chemicals, Inc. H :
Pensacola, Fla : *kk 3 dekk
Total - 3 8,350.3 : 100.0
1] * * =,

2/ No production in 1978.

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

~ Foreign Producers

The United States is the world's largest producer of methyl alcohol,
accounting for about 30 percent of total world production in 1975. In that
year, West Germany and Japan were the second and third largest producers,
accounting for 10 and 9 percent, respectively. Western Europe accounted for
29 percent of the world's total in 1975, while Eastern Europe produced
somewhat less. 1/ The U.S.S.R. reportedly accounted for about 70 percent of
the production in Eastern Europe. 2/

In the past few years, several countries with large sources of natural
gas (e.g. Saudi Arabia, Algeria, and Mexico) have built or are planning to
build large (more than 650 million pounds per year) methyl alcohol plants.
New Zealand is also planning to build a slightly smaller plant in the next few
years. ‘In 1978, Mexico opened a methyl alcohol plant and shipped small
amounts of methyl alcohol to the United States. . Imports from Mexico in
January-March 1979 rose sharply to about 30 million pounds.

T/ Statistical Yearbook 1975, United Nations, New York, N.Y., 1977,
pP. 275-79 and industry estimates.
2/ European Chemical News, Aug. 6, 1976, p. 25.
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The vast majority of methyl alcohol imported into the United States at
the present time, however, is produced in Canada. 1In 1978, Canada accounted
for 71 percent of a total 478 million pounds of methyl alcohol imported into
the United States. Other major sources included Korea (14.4 percent) and the
United Kingdom (8.5 percent). The Canadian industry is composed of two
firms: AGCL, which accounts for approximately * * * percent of the methyl
alcohol produced in Canada, and Celanese Chemical Co., Ltd., a subsidiary of
Celanese Corp., New York, N.Y. Of the two firms, only AGCL exports methyl
alcohol to the United States while, reportedly, Celanese ships principally in
Eastern Canada. In 1978, AGCL produced * * * mjllion pounds of methyl alco-
hol, operating at * * * percent of its capacity. In the same year, 339
million pounds of methyl alcohol (* * * percent of AGCL's total production)
was exported to the ‘United States. The company's plant in Medicine Hat,
Alberta, consists of two producing units brought into operation in early 1975
and May 1976, respectively. Both units are of the low-pressure type. While
officials at AGCL indicated that no decision to expand capacity at Medicine
Hat has been made, * * *,

U.S. Market

In 1978, apparent U.S. consumption of methyl alcohol was 6.7 billion
pounds. This quantity was primarily domestically produced methyl alcohol with
a small amount of imports. Imports of methyl alcohol in 1978 amounted to 478
million pounds. Georgia-Pacific Corp.-——the * * * largest U.S. producer--and
Alberta Gas Chemicals, Inc., (AGCI), a subsidiary of AGCL, account for * * *
imports from Canada.

After producing or importing methyl alcohol, a firm may consume the pro-
duct, ship to another producer, ship to a trading company, or ship to an end
user, U.S, producers internally consume approximately 55 percent of all the
methyl alcohol produced in the United States. A major use of this internal
consumption is in the production of formaldehyde. All current domestic pro-
ducers of methyl alcohol, except * * * algo produce formaldehyde. 1/

Captive consumption is often facilitated by means of intercompany trans-
fer shipments, whereby various participants in the market, including
importers, agree to exchange the product among themselves on a reciprocal
basis. This is a consequence of firms having utilization facilities and/or
customers in diverse locations, so that in many instances it is cheaper in
terms of transportation costs for some companies to supply each other rather
than to supply themselves. These transactions, often called "swaps," occur
frequently in the chemical industry and are possible because methyl alcohol
and certain other chemicals are fungible commodities (i.e., the product of any
one firm does not differ materially from the product made by other firms).
Therefore, a buyer of methyl alcohol will accept any methyl alcohol, whether
produced by the seller or some other firm. * * %,

1/***.
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Consideration of Injury or Likelihood Thereof

The industry, as defined by domestic producers at the Commission's
hearing, consists of those firms that produce methyl alcohol. Domestic pro-
ducers argued, however, that the alleged injury is not limited to the pro-
ducers of methyl alcohol but also extends to producers of derived products
such as formaldehyde. (Tr. 96 and 178).

J.S. production

Total production of methyl alcohol rose from 6.1 billion pounds in 1976
to 6.5 billion pounds in 1977. This 5-percent increase in production occurred
despite the closing of Du Pont's plant in Orange, Tex., and the Rohm & Haas
plant in Deer Park, Tex. Production declined 1.6 percent in 1978 to 6.4 bil-
lion pounds, but increased 12 percent in January-March 1979 to 1.53 billion
pounds compared with 1.37 billion pounds in the corresponding period of 1978.

Allegations were made by AGCL that production outages caused by severe
operating difficulties accounted for a decline in production from late 1978
through early 1979. Counsel for Du Pont responded by stating, that because
AGCL's market penetration has been rapid and because it has displaced signi-
ficant U.S. production from the market place, domestic producers have cur-
tailed production (Tr. 34). As shown below, data submitted to the Commission
indicate that most reported plant outages were planned, rather than unexpected.
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Production figures derived from responses to the Commission's question-
naires are shown in the tabulation baelow. 1/

Million pounds

1976 - 6,120.3
1977-- 6,454.8
1978—————m— e 6,353.9
January-March--
1978— 1,376.7
1979 1,538.9

Utilization of productive facilities

Producers of methyl alcohol operate their facilities 24 hours a -day, 7
days a week. Accordingly, downtime for maintenance and/or catalyst replace-
ment is usually in the form of 2- to 3-week plant closings, which generally
occur once a year. Older plants might experience a longer downtime for main-

tenance (Tr. 92) while some plants operate more than an entire year without
downtime.

As shown in table 3, capacity utilization for U.S. producers of methyl
alcohol increased slightly from 1976 to 1977, then decreased by about 3 per-
centage points to 76.1 percent in 1978. Capacity utilization in January-March
1979 was 75.4 percent, 7 percentage points above the 68.8 percent
reported in the corresponding period of 1978.

Table 3.--Methyl alcohol: U.S. production, producers' practical rated
capacity, 1/ and capacity utilization, .1976-78, January-March 1978, and
January~March 1979 A

January-March-—

Item P19re P 1977 Y 1978 -

' : : : : 1978 o 1979
Production--million pounds—: 6,120.3 : 6,454.8 : 6,353.9 : 1,376.7 :1,538.9
Capacity do--—----: 7,801.7 : 8,142.6 :2/ 8,350.3 : 2,001.7 :2,040.0
Capacity utilization : : T : t

‘ percent--: 78.4 : 79.3 : 76.1 : 68.8 : 75.4

1/ Practical rated capacity is defined as the normal sustained production
that can be achieved ‘on an annual basis, making allowance for anticipated
maintenance and downtime. In 1978, practical rated capacity was 99 percent of
nameplate capacity.

2/ Does not include data for Rohm & Haas Co., which ceased production in
1977 but does include data for Du Pont's Orange, Tex., plant since that plant
is st111 operational, although shut down.

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

1/ Production figures for 196/-78 from the Commission's Synthetic Organic
Chemicals Production and Sales are presented in table I-1, app. I.
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At the Commission's hearing, officials from Celanese explained that
methyl alcohol producing facilities' should not operate below 85 percent of
nameplate capacity for an extended period of time (Tr. 171). * * *

Capacity figures for the total industry in 1978 include Du Pont's facility at
Orange, Tex. Although there has been no production at that facility since
1977, it is in a state of readiness and could become operational if prices
rise to) a level adequate to generate a reasonable level of profit (Tr. 49,
129-130). :

In responses to the Commission's questionnaires, the following firms
reported plans for expanding their production facilities:

* * % * * * %*

U.S. producers' shipments and exports

U.S. producers both consume methyl alcohol internally and sell the pro-
duct on the "open" or "merchant" market. During 1976-78, about 55 percent
of all U.S.-made methyl alcohol was captively consumed. As shown in table 4,
open-market shipments steadily increased from 2.7 billion pounds in 1976 to
2.8 billion pounds in 1977, and 2.9 billion pounds in 1978. A substantial
increase occurred in January-March 1979 when open-market shipments were
1 billion pounds compared with 692 million pounds in the corresponding period
of 1978. Captively used methyl alcohol followed the same general pattern of
steady increases, rising from 3.4 billion pounds in 1976 to 3.5 billion
pounds in 1978. However, in January-March 1979, the amount of captively used
methyl alcohol declined by 18 percent, compared with that consumed in
January-March 1978. As a percentage of total production, captively used
methyl alcohol remained at approximately 55 percent from 1976 through 1978.

Exports declined from 529 million pounds in 1976 to 507 million pounds in
1977. A 54-percent decline to 235 million pounds followed in 1978. Exports
increased from 43 million pounds in January-March 1978 to 76 million pounds 1n
the corresponding period of 1979. 1In 1978, exports were made principally to
Canada, Taiwan, Australia, and the Netherlands. U.S. producers indicated that
the increase in exports is partly the result of the reduced world supplies of

Iranian oil and gas supplies which were used to make methyl alcohol (Tr.
61-62).
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Table 4.--Methyl alcohol: U.S. producers' production, captive use, and open-market
shipments, 1976-78, January-March 1978, and January-March 1979

U.S. producers' open-market

. f . fU S roducers'3 shipments :  Ratio of
Period ;Productlon; ;a;tgve use 1/; Domestic : ; captive use

. : = ¢ shioments 2/:Expoxtts:Tot:al 3/ ,to production

: MiTlion : : Million :Million: Million :

: pounds :Million pounds : pounds tpounds : pounds : Percent
1976--—======m" : 6,120.3 : 3,383.5 ¢ 2,143.3 : 528.8 : 2,672.1 : 55.3
1977 : 6,454.8 : 3,526.1 : 2,341.8 : 507.1 : 2,848.9 : 54.6
1978-——=—==mmm -—: 6,353.9 : 3,542.6 : 2,679.8 : 234.6 : 2,914.4 : 55.8
January-March-- : : s : : :

1978--——=wmem : 1,376.7 : 894.3 : 649.4 : 42.9 : 692.3 : 65.0
1979-————meem ¢ 1,538.9 : 731.9 : 923.8: 76.3 : 1,000.1 : 47.6

1/ Captive use is slightly overstated since some U.S. producers captively consume some
imported methyl alcohol.

2/ Total open-market shipments less exports.

3/ Production less captive use, plus an adjustment for changes in inventory levels.

Source: Compiled from data submitted in response to questionnaires of the U.S. Inter
national Trade Commission, except as noted.
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The unit values of shipments made by U.S. producers and AGCI to U.S.
customers were as shown in table 5.°

Table 5.—Methyl alcohol: U.S. shipments made by U.S. producers and AGCI to
methyl alcohol producers and other customers, 1976-78, January-March 1978,

and January-March 1979
(In cents per pound)

U.S. shipments made by--

Period 3 U.S. producers to-- f AGCI to--
¢ Methyl alcohol : Other U.S. : Methyl alcohol : Other U.S.
¢ producers ¢ customers :  producers ! customers
1976 -—=: 5.05 : 5.78 : kk g Fekek
1977- s 4.54 : 5.70 ¢ *kk Fekk
1978 : 4.77 ¢ 5.90 : Tk g bdadd
January-March--—- : : : :
1978 H 4.76 : 6.01 : fadad Fkk
1979 H 5.12 6.04 1/ : Tk

1/ No sales.

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

. "As previously discussed, transfer shipments or '"swaps" occur frequently
in the methyl alcohol industry. Questionnaire responses show that on a yearly
basis, roughly comparable amounts of methyl alcohol are given and received by
firms engaging in such transactions (table 6).
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Table 6.--Methyl alcohol: Transfer shipments made and received by domestic
producers and Alberta Gas . Chemicals Inc., 1976-78, January-March 1978 and
January-March 1979

(In millions of pounds)

: Transfer shipments 1/ ,
Period : Made by : Received by: Made by ¢ Received by
¢ domestic ¢ domestic : Alberta Gas : Alberta Gas
: producers : producers :Chemicals, Inc.:Chemicals, Inc.
1976 : 1,086.2 : 1,078.4 Wk ~dekk
1977 H 1,026.9 : 1,031.6 : ko adaded
1978 s 984.9 : 1,028.6 : *kk e *ik
January-March-- : H : : ;
1978 : 307.4 : 304.5 @ ko *kk
1979 H 231.7 ¢ 277.1 : *kk 3 *kk

1/ Small quantities were transferred to firms that do not produce methyl
alcohol.

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

Inventories

Table 7 shows that U.S. producers' end-of-period inventories increased
from 677 million pounds in 1976 to 757 million pounds in 1977, while inven-
tories as a percent of production increased from 1l1.1 percent to 11.7 per-
cent. Inventories declined by 14 percent in 1978 to 654 million pounds or
10.3 percent of production. Inventories declined further to 461 million
pounds in January-March 1979 in comparison with 547 million pounds in the cor-
responding period of 1978. The percentage of inventories to production fol-
lowed the same pattern, falling from 9.9 percent in January-March 1978 to 7.5
percent in the corresponding period of 1979.

Inventories of AGCI showed * * *,
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Table 7.--Methyl alcohol: End-of-period inventories held by U.S. producers
and Alberta Gas Chemicals, Inc., 1976-78, January-March 1978, and January-
March 1979

: ' H Alberta Gas
3 U.S. producers'-- : Chemicals, Inc.--
Period s ¢ Ratio of : ¢ Ratio of
¢ Inventories : inventories : Inventories : inventories
: $to production: $ to imports
:1,000 pounds : Percent ¢1,000 pounds : Percent
1976 : 677,104 : 11.1 ¢ dekk o badadd
1977 —— -3 756,935 : 11.7 dekk Fedek
1978 -— : 653,809 : 10.3 : kk 3 *kk
January-March-- : : : H ’
1978 -3 546,984 : 1/ 9.9 : dekk 2/ wkk
1979-=mmmmmmm e e e : 460,696 : 1/ 7.5 ¢ dek ; 2/ ke

17 Based on annualized production.
2/ Based on annualized imports.

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

Note.--Inventories may include methyl alcohol owed to "swap" partners.

U.S. imports

Imports of methyl alcohol from Canada steadily increased from virtually
nothing in 1974 to 358 million pounds in 1977, then decreased by 5 percent in
1978 to 339 million pounds. Total imports as well as imports from Canada
appear to be decreasing in 1979. Imports from Canada declined by 33 perceat,
from 86.9 million pounds in January-March 1978 to 58.6 million pounds in the
corresponding period of 1979. Total imports declined by 10 percent in the
same period. Although no imports from Mexico entered the United States from
1975 through 1977, imports from this country amounted to 18.9 million pounds
in 1978, accounting for 4 percent of total imports in that year. 1/ . Imports
from Mexico increased in the first quarter of 1979. For January-March 1979,
these imports amounted to 30.1 million pounds accounting for 26.1 percent of
total imports in that period. In January-March 1979, the unit value of
imports of methyl alcohol from Mexico was 5.0 cents per pound while the unit
value of imports from Canada was 5.8 cents per pound, as shown in table 8.

1/ Imports from Mexico began entering the United States in September 19/8.
In January-March 1979, 93 percent of imports from Mexico entered duty-free
under provisions of the GSP.
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U.S. imports for consumption, by principal

sources, 1974-78, January-March 1978, and January-March 1979

Table 8.--Methyl alcohol:
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4.8 :
6.63 .1bs./gal.

4,8 ¢

e

3.8
Compiled from official statistics of the U.S. Department of Com-

2.9
Conversion factor:

5.4 ¢
3.5

11.1
10.1

Average-~===-—:
Note,~-Imports were reported in gallons.

Source:

merce,

Other



A-18

U.S. consumption

Data on apparent consumption show an increasing trend from 1976 through
January-March 1978. In table 9, apparent consumption is calculated on the
basis of total U.S. producers' shipments (captive plus open market 1/). Such
total apparent consumption rose from 5.8 billion pounds in 1976 to 6.3 bil-
lion pounds in 1977 and 6.7 billion pounds in 1978. Data for January-March
1979 remained at roughly the same level as the level in the corresponding
period in 1978. Table 10 shows apparent open-market consumption, as
calculated by wusing U.S. producers' open-market shipments. Apparent
open-market consumption is roughly half of apparent total consumption.

. A discussion of projected U.S. consumption of methyl alcohol through 1981
1s presented in appendix J.

U.S. employment

Employment of production and related workers in the production of methyl
alcohol is summarized in table 11. In the methyl alcohol industry, a decline
in production does not ordinarily result in a decline in employment, since
employees are usually retained to operate the production equipment with steam
to keep it ready for use when methyl alcohol production resumes. Basic
changes in employment occur when new plants are opened or when old plants are
closed or converted to new methods of producing methyl alcohol.

As table 11 indicates, employment declined steadily from 1976 through
1978 and continued to decline in January-March 1979. Employment dropped by 15
percent from 563 in 1976 to 477 in 1978. January-March 1979 data show a
6-percent decline to 446 from 476 in the corresponding period of 1978.
Person-hours worked followed the same declining trend, while the average
workweek remained fairly constant throughout the period. Despite declines in
employment over the period covered, there were steady increases in worker
productivity. Output increased from 5.1 thousand pounds per person-hour in
1976 to 6.3 thousand pounds in 1978. A further increase was achieved in
January-March 1979.

1/ To avoid double counting, the method used to derive open market shipments
was to subtract captive consumption from domestic production and adjust for
inventory changes.



Table 9.--Methyl alcohol: U.S. producers' captive use, open-market shipments, imports for consumption,
exports of domestic merchandlse, and apparent total consumption 1976-78, January-March 1978, and
January-March 1979

u.s. :Producers’ Ratio of imports

Period :produ?ers': open— : Imports :Exports: Apzz::?t : to consumption
¢ captive ¢ market : From :From all: Total : :consum tion: From :From all: T tal
s use t:shipments : Canada : others : H : P tCanada : others :
¢ Million : Million <:Million :Million :Million:Million: Million : :
¢ pounds : pounds : pounds : pounds :pounds :pounds : pounds s:Percent:Percent :Percent
1976-———————— -—: 3,383.5: 2,672.1 : 195.1 : 89.0 : 284.1 : 528.8 : 5,810.9 : 3.4 ¢ 1.5 ¢ 4.9
1977 === ¢ 3,526.1 : 2,848.9 : 357.7 : 59.8 : 417.5 : 507.1 : 6,285.4 : 5.7 ¢ 0.9 : 6.6
1978 ¢ 3,542.6 ¢ 2,914.4 : 339.1 : 139.4 : 478.5 : 234.6 : 6,700.9 : 5.1 ¢ 2.1 : 7.1
January-March—- : H _ : : : : : s : : :
1978—=—===mm—: 894.3 : 692.3 : 86.9 : 41.4-: 128.3 ¢ 42.9 : 6 0 : 5.2 : 2.5 : 7.7
1979——--—-=—-=: 731.9 ¢+ 1,000.1 : 58.6 : 57.0 : 115.6 : 76.3 : y771.3 ¢ 3.3 : 3.2 : 6.5

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission and from official statistics from the U.S. Department of Commerce.

Table 10.--Methyl alcohol: U.S. producers' open-market shipments, imports for consumption, exports of
domestic merchandise, and apparent open-market consumption, 1976-78, January-March 1978, and January-March
1979 )

Producers' : Ratio of imports

: open- : Imports : ; Apparent to consumption
Period ‘ : : ' ‘Exports open-market’

¢ market : From :From all: Total '@ - :consumption: From :From a11.T tal

:shipments : Canada : others @ : : :Canada : others :

¢t Million :Million :Million :Million:Million: Million : :

¢ pounds : pounds : pounds :pounds :pounds : pounds tPercent:Percent :Percent
1976 —: 2,672.1 : 195.1 : 89.0 : 284.1 : 528.8 : 2,427.4 : 8.0 : 3.7 : 11.7
1977 : 2,848.9 : 357.7 : 59.8 : 417.5 : 507.1 : 2,759.3 :+ 13.0 : 2.2 : 15.1
1978 —: 2,914.4 : 339.1 : 139.4 : 478.5 : 234.6 : 3,158.3 ¢+ 10.7 : 4.4 ¢ 15.2
Januar y-March-- .o : : : : : : .8 :
~ 1978 -2 692.3 : 86.9 : 41.4 : 128.3 : 42.9 : 777.7 ¢ 11.2 : 5.3 : 16.5

1979 : 1,000.1 : 58.6 : 57.0 : 115.6 : 76.3 : 1,039.4 : 5.6 : 5.5 @ 11.1

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission and official statistics from the U.S. Department of Commerce.

61-V



A-20

Table 11.--Methyl alcohol: Average monthly employment of production and
related workers and person-hours. worked, average workweek and output per
person-hour 1976-78, January-March 1978, and January-March 1979

*Produc ti ¢ Person-hours I {
Period *and thgg:d: work?d by & Average : Outz:t
" workers ‘Production and : workweek: p o
: trelated workers: , person-hour
: s : : 1,000
: : t Hours : pounds
1976-———mmm e — 563 : 1,208,796 : 41.29 : 5.063
1977 - : 501 : 1,081,724 : 41.52 : 5.967
1978————m e : 477 : 1,015,620 : 40.95 : 6.256
January-March-- : : : :
1978-—~ - 476 : 255,987 + 41,37 : 5.378
1979 : 446 : 243,381 ¢+ 41.98 : 6.326

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

Financial performance of domestic producers

Usable financial data were received from seven U.S. producers that
together accounted for * * * percent of total methyl alcohol production in
1978. As shown in table 12, aggregated data for these firms reveal an overall
deterioriating trend in profitability since 1976.

Net sales increased steadily from $250.8 million in 1976 to $252.8
million in 1977, and $263 million in 1978. In January-March 1979, however,
sales declined slightly (1 percent) to $67.9 million from $68.9 million in the
corresponding period of 1978. Net operating profits decreased steadily
throughout the same period, starting at $55.6 million in 1976, dropping 21
percent to $43.9 million in 1977, and falling an additional 9 percent to $40
million in 1978. 1/ A dramatic decline in profits was shown in January-March
1979 when profits amounted to $3.6 million, down 69 percent from the cor-
responding period of 1978 when profits amounted to $11.4 million. The ratio
of net operating profit to net sales declined from 22.2 percent in 1976 to
17 .4 percent in 1977 and fell again to 15.2 percent in 1978. The ratio of net
operating profits to net sales showed a substantial decline of 69 percent from
16.6 percent in January-March 1978 to 5.2 percent in the corresponding period
of 1979. 2/

1/ Net operating profit is defined as net sales less cost of goods sold and
administrative and selling expenses.

2/ According to 1978 data in the Federal Trade Commission's Quarterly
Financial Report, the ratio of net operating profits to net sales for all
manufacturing was 8 percent, while the ratio for industrial chemicals and syn-
thetics was 10 percent. At the Commission's hearing, an official of Celanese
pointed out that "the chemical industry is characterized as a high capital
industry. As such, (it) operates at relatively large profit margins as a per—
cent of sales to get a return on investment that would be adequate. Because
of its large commitment and requirements of capital, the chemical industry
needs a higher percent of sales margin" (Tr. 173).




Table 12.--Financial experience of 7 U.S. producers of methyl alcohol 1/ on their methyl alcohol operations,
1976~78, January-March 1978, and January-March 1979

f f f f f Net f Net assets f Ratio of--
: . Cost of | Gross  Administrative. .o - - : - —— - - -
Period : Net ! goods ‘profit or’ and selling .opergthg. : T Net Operating.Net opgratxng. Net opgratxng tNet op?ratlng
: sales : : tprofit or: Book :Replacement:0Original : . : profit to : profit to : profit to
sold loss expenses profit to .

H : : : : loss ¢ value : cost ¢ cost ! net sales ° book ¢ replacement : original

: : : : : : : : : :  value 2/ : cost 2/ :  cost 2/

¢ 1,000 : 1,000 : 1,000 : ¢ 1,000 : 1,000 1,000 : 1,000 : : : :

: dollars : dollars : dollars :1,000 dollars : dollars : dollars : dollars : dollars : Percent : Percent : Percent : Percent
1976-==~—— : 250,752 ¢ 184,390 : 66,362 : 10,780 : 55,582 : 157,763 : 523,891 : 265,027 : 22.2 35.2 : 10.6 : 21.0
1977-—----- : 252,835 : 198,901 : 53,934 : 10,035 : 43,899 : 157,375 : 581,724 : 296,271 : 17.4 : 27.9 : 7.5 : 14.8
1978~~--—-- : 263,004 : 211,673 : 51,331 : 11,298 : 40,033 : 141,209 : 646,400 : 300,409 : 15.2 : 28.4 : 6.2 : 13.3
Jan.~-Mar-- : : : H e H : : H : : :

1978---—- : 68,894 : 54,733 : 14,161 : 2,734 @ 11,427 : 155,589 : 645,243 : 303,501 : 16.6 : 29.4 : 7.1 15.1
1979--~—- : 67,899 : 61,236 : 6,663 : 3,107 : 3,556 : 144,588 : 665,802 : 304,854 : 5.2 @ 9.8 : 2.1 : 4.7

1/ Accounted for * * * percent of total methyl alcohol production in 1978.
2/ Net operating profit annualized for January-March 1978 and January-March 1979.

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

1¢-Vv
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Table 12 also presents data on the value of net assets employed in the
production of methyl alcohol and the ratio of net operating profits to such
assets, The return on assets generally followed the same trends as did the
return on sales. Net asset data indicate that production facilities for these
seven firms have been depreciated by about 50 percent in 1978 (book value of
$141 million compared with original cost of $300 million) and that the
replacement cost of the facilities would be about $646 million.

The decline in profitability for methyl alcohol producers is the result
of rapidly increasing costs without corresponding increases in prices. For
example, the ratio of cost of goods sold to net sales rose from 73.5 percent
in 1976 to 78.7 percent in 1977, 80.5 percent in 1978, and 90.2 percent in
January-March 1979. An analysis of the major cost components (table 13) shows
that raw materials (primarily natural gas) account for the bulk of the
increase, while labor and plant depreciation declined slightly in their
contribution to total costs. As planned additional investments are made in
new production facilities, the amount of annual depreciation will increase,
causing further increases in costs.,

Table 13.--Components of 7 U.S. producers' cost of goods sold, 1976-78,
January-March 1978, and January-March 1979

Cost of goods sold Ratio of--

. B : B Raw H : s 4t
Period . . . . . . Labor  Depreclation
Total | RaV * Labor 'Depreciation'materlals'to cost ° to cost
tmaterial : : to cost : :
of goods’ of goods

: : : : : :of goods : :

¢ 1,000 : 1,000 : 1,000 : 1,000 :

: dollars : dollars :dollars: dollars : Percent :Percent : Percent
1976-==—— ¢ 184,390 : 99,503 : 6,221 : 29,688 : 54.0 : 3.4 : 16.1
1977-—=~—- : 198,901 : 104,846 : 5,825 : 23,466 : 52.7 2.9 : 11.8
1978-~=~—:"211,673 : 116,680 : 5,769 : 22,712 : 55.1 ¢ 2.7 ¢ 10.7
Jan.-Mar—-: : H : : s :

1978~-~-: 54,733 ¢+ 27,507 : 1,407 : 5,195 50.3 : 2.6 3 9.5
1979----:- 61,263 : 37,789 : 1,594 : 4,665 : 61.7 : 2.6 : 7.6

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

International Trade Commission.
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The price of natural gas is the principal factor affecting raw material
costs and is so critical to the economical production of methyl alcohol that
the location of natural gas fields strongly influences decisions concerning
plant locations. U.S. producers report that their average costs for natural
gas rose continuously since 1976 as shown below: ‘

Weighted
average cost
of natural gas
(per million BTU's)

1976 - $0.90
1977-- 1.05
1978- -— 1.15
January-March——
1978 1.12
1979 1.77

* % %, As existing natural gas purchase contracts expire, purchasers will

likely experience further cost increases. For example, the intrastate natural
gas prices for renegotiated or amended contracts in Louisiana and Texas in
September 1978 (most recent data) were $2.00 and $1.97 per 1,000 cubic

feet, 1/ respectively. 2/

Additional data on each producer's cost of natural gas, along with
selected financial data for each firm, are presented in table I-2.

1/ Roughly equivalent to L million BTU 's-
2/ Monthly Energy Review, U.S. Department of Energy, March 1979, pp. 92-94.
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Congideration of the Causal Relationship Between
LTFV Imports and the Alleged Injury

Market penetration of imports from Canada

If apparent consumption is calculated on the basis of both captive use
and U.S. producers' open-market shipments (table 9), imports of methyl alcohol
from Canada increased as a percentage of consumption from 3.4 percent in 1976
to 5.7 percent in 1977, then dropped to 5.1 percent in 1978. Such imports
dropped again in January-March 1979 compared with imports in the corresponding
period in 1978. As the trend in open-market consumption is similar to and
about one-half of that of total market consumption, the ratio of Canadian
imports to consumption increased from 8.0 percent in 1976 to 13.0 percent in
1977, then dropped to 10.7 percent in 1978. There was a further substantial
decline in January-March 1979 compared with the ratio in the corresponding
period of 1978 (table 10).

Prices 1/

U.S. producers, AGCL, and AGCI were asked to report prices (f.o.b. pro-
ducing plant or f.o.b. point of entry, net of all discounts and allowances)
and quantities of methyl alcohol shipped to their two principal U.S. cus- -
tomers, by months, from January 1976 to March 1979. On the basis of these
data, a weighted average price per pound, for each producer, by months, for
each of three categories of buyers was calculated. The three categories of
buyers are (1) methyl alcohol producers, (2) formaldehyde producers, and
(3) nonformaldehyde producers.

In addition to the weighted average price for each producer, an average
price for all U.S. producers was also constructed. The price data are shown

in tables 14-16, and plotted in figures 1-3. The following observations can
be made:

Sales prices to producers of methyl alcohol (table 14 and fig. 1).—The
only U.S. producers that had frequent sales to co-producers of methyl alcohol
during January 1976-March 1979 were * * %, % % % reported a few sales from
time to time that were apparently made when co-producers needed temporary
supplies to make up for plant outages or production shortfalls. The prices
- shown for AGCL reflect the long-term contractual price negotiated with * * *
(see additional information on this contract in app. K).

This long-term contract, which accounted for * * * percent of AGCL's
total exports to the United States in 1978, resulted in AGCL selling to * * *
at * * * cents per pound throughout most of the period from July 1976 to
1979. * * *, This price was lower than U.S. producers' prices by as much as
* % % percent, a margin of underselling more than accounted for by the dumping

margins, which ranged from 9.9 percent to 108.6 percent and averaged 59.2
- percent.

AGCI's reported prices were significantly higher than all U.S. producers'
average sales prices through * * * when they dropped sharply to a level equal

1/ See additional information on the pricing policies of AGCL/AGCI in app. K.



Alberta

Alberta

. A-25

Weighted average prices of U.S. producers, AGCI, and AGCL to
(In cents per pound)

1 U.S. buyers classified as methyl alcohol producers, by months, January 1976-March 1979

Table 14.--Methyl alcohol:
principa
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'Figure l.~-Weighted average prices of U.S.-made and imported methyl alcohol to principal U.S.
buyers classified as methyl alcohol producers, by months, January 1976-March 1979

Cents
per pound
7.08¢
+ —+ ALL U.5.PRODUCERS
* Rk ALBERTR BRS INC.
* ko ALBRERTA GRS LTD.
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B B 6
1976 187 1578 1913

Source: Compiled from data submitted in response to questionnaires of the U.S. International
Trade Commission.
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to or slightly lower than U.S. producers' prices., This sharp drop by AGCI is
the result of * * %, '

Sales prices to formaldehyde producers (table 15 and fig. 2).—While the
market segment of methyl alcohol sales to methyl alcohol producers was domi-
nated by * * * the market segment of sales to formaldehyde producers consisted
of all seven reporting U.S. producers and AGCI. AGCI's weighted average
prices in this market were lower than all U.S. producers' average prices for:
most of 1976 and January-June 1977. Starting in * * *, AGCI's average prices
moved upward and were generally higher than all U.S. producers' average prices
for the rest of the period. Taken individually, AGCI's prices were generally
lower than those of * * *, and higher than those of * * *, As shown in fig.
2, AGCI's prices were more stable over the whole period than all U.S. pro—
ducers' prices, which fluctuated widely over the 3-year time span.

Sales prices to nonformaldehyde producers (table 16 and fig. 3).-—AGCI's
average selling prices in this market segment were higher than all U.S. pro-
ducers' average prices over the whole period of analysis. Also, AGCI's prices
were higher than all U.S. producers' prices taken individually, except in very
few instances. As shown in figure 3, the monthly movements in prices of U.S.
producers and AGCI were generally in the same direction, although changes in
AGCI's prices were greater than those for U.S. producers.

Long-run behavior of methyl alcohol prices.--Figure 4 shows the long-run
price behavior of methyl alcohol compared with price indexes of total
industrigl commodities and energy. The indexes shown in Figure 4 are
presented in table I-3. Since about 1967, the graph shows that prices for
methyl alcohol have dropped well below the other prices presented. The sharp
drop during 1969-73 was due to * * *, ‘

Du Pont reported an increase in the firm's list price of methyl alcohol
on June 1, 1979, to open-market customers, and on July 1, 1979, to the firm's
contract customers. Du Pont will increase its f.o.b. gulf coast bulk price by
* % * cents per pound and its terminal bulk price by * * * cents per pound.
Du Pont indicated, however, that the firm has no knowledge of whether this
price increase will hold. Tenneco and Celanese already reported similar price
increases to be effective June 1, 1979, and July 1, 1979, respectively. Legal
counsel for AGCL/AGCI indicated that AGC prices * * *,

Lost sales

During January 1976-March 1979, three of the eight domestic producers

* % % cited specific lost sales to certain customers who allegedly purchased
methyl alcohol imported from AGCL, and losses of revenue on sales that were
made at reduced prices because of price depression caused by imports from
AGCL. These domestic producers cited 38 lost sales to 32 different firms
amounting to 952.7 million pounds and lost revenue to eight firms amounting to
$1.1 million in cases where sales by U.S. producers were made at reduced
prices. 1/ '

1/ No instances were confirmed of losses of revenue on sales that were made
at reduced prices because of price depression caused by imports from AGCL.
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Weighted average prices of U.S. producers and AGCI to prin-
(In cents per pound)

cipal U.S. buyers classified as formaldehyde producers, January 1976-March 1979

Table 15.--Methyl alcohol
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Figure 2.--Weighted average'prices'of U.S.~made and imported methyi alcohol to ﬁrincipal U.s.
buyers classified as formaldehyde producers, by months, January 1976-March 1979,
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Weighted average prices of U.S. producers, and AGCI
(Cents per pound)

to principal U.S. buyers classified as nonformaldehyde producers, January 1976-March

1979

Table 16.--Methyl alcohol:
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Figure 3.-—Weighted'average priceé of U.S.-made and imported methyl alcohol to principal U.S.
buyers classified as non-formaldehyde producers, by months, January 1976-March 1979
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One large domestic producer, *¥ % % offered the following remarks in
its response to the Commission's questionnaires.

There were instances in the period under review where
U.S. co-producers or U.S. distributors of LTFV Canadian
methanol sold methanol 1in the United States at 1low
prices. While these low prices were made possible by the
LTFV sales of AGCL, such low prices were not always attri-
buted by a buyer to quotes or sales of AGCL material.
These low prices tended to spread and, in fact, became
widespread and common in the marketplace. When that
occurred, the origin of the low prices became obscured.

Moreover, we believe that some U.S. producers faced
with this situation not only met these low prices but also
quoted new prices in an effort to gain back sales lost to
Canadian imports. Thus, where * * * lost sales and reve-
nues to other producers of U.S. methanol these losses, in
significant part, can be attributed to Canadian imports.

In the Commission's efforts to verify these lost sales, all 32 firms were
contacted., Ten firms verified that methyl alcohol from Canada was chosen over
the domestic product. Of the remaining 22 firms, 20 indicated that no domes-
tic sales were lost by reason of Canadian imports, one was uncertain as to
whether or not a domestic sale was lost by reason of the subject imports, and
one refused to supply the Commission with any informatiom. 1/

The principal reasons for purchase provided by the 10 firms that verified
that methyl alcohol from Canada was chosen in lieu of the domestic product
were--alternate source of supply, 4 firms; duty drawback privileges, 3 firms;
long~term source of supply, 1 firm; and lower price, 2 firms. A brief dis-
cussion of each of the categories follows.

Four firms indicated that having alternate sources of supply was the
major factor in purchasing Canadian imports of methyl alcohol. It was
reported that, in 1974, methyl alcohol from domestic producers was not always
. available, and a diversification of supply sources became necessary. These
four firms further stated that they were also supplied by domestic sources.
Price was not a consideration since the imported product was not lower than
U.S.-made methyl alcohol.

Three firms indicated that they bought Canadian imports of methyl alcohol
to fill a portion of the firms' total requirements in order to take advantage
of duty drawback privileges. These firms indicated that they gained a rebate

1/ Of the 20 firms that indicated that no domestic sales were lost by reason
of Canadian imports, 15 specifically reported that the alleged lost sales were
made to other domestic.producers.
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of about 1 cent per pound on their export sales of derivative methanol
products. This price advantage was not met by domestic producers.

One firm indicated that it purchased Canadian-made methyl alcohol because
it needed a long-term source of the product. This firm entered into a con-
tractual agreement with AGCI to insure itself of a steady supply at a rela-
tively stable price.

Two firms verified that methyl alcohol from Canada was chosen over the
domestic product by reason of lower prices. One firm (a distributor) indi-
cated that Canadian-made methyl alcohol was purchased because the regular
domestic supplier * * * failed to meet its usual price discount. The distri-
butor's own customer was in turn being offered lower priced methyl alcohol by
a domestic producer. The distributor further indicated that without
purchasing imported Canadian methyl alcohol, it would not have been able to
retain its own customer that was being offered lower priced U.S.-made methyl
alcohol from another domestic producer. The other firm * * %, a domestic
producer, indicated that it had, in fact, purchased on many occasions methyl
alcohol from Canada over the domestic product for a variety of reasons.
Reasons given were availability of the product, geographic proximity to * * *
formaldehyde-producing facilities, and, sometimes, the overriding factor was
lower price. * * * added, however, that sometimes the U.S.-made methyl alco-
hol was bought in lieu of the Canadian product because of lower prices.

Other possible causes of injury

Respondents to the petition argued at the Commission's hearing that a
major reason for any injury alleged to have been suffered by the domestic
industry is the inefficiency of operating the large number of high-pressure
production systems used by the domestic industry in producing methyl alcohol.

In the Commission's investigation, the question of efficiency of high
versus low-pressure processes was addressed by examining the amount of energy
used to produce 1 pound of methyl alcohol by each process. In the tabulation
below, low-pressure processes appear to be about 10 percent more efficient in
natural gas usage than high-pressure processes.

(In thousands of BTU's per pound of methyl alcohol)

Period . High-pressure plants | Low-pressure plants
1976———== -m e : 21.78 : 18.71
1977 ---———=m e e : 21.25 : 20.02
1978-———=—=——vmmmmm o mmm e : 20.92 : 19.88
January-March-- : :
1978-———=--—mmm e : 21.96 : 20.37
1979~-=-==--==m—mmm e : 22.10 : 19.75

Note.--Excludes Monsanto, Borden, and Rohm & Waas.
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As shown below, during January 1976-March 1979, the share of total
production of methyl alcohol that was produced by high-pressure processes has
decreased steadily.

(In percent)
Percentage of total methyl alcohol production

Period ; produc?d in—-
: High-pressure plants | Low-pressure plants

1976------ e —— e : 56.9 : 43.1
1977 ~-—-mmmrm e m e e : 50.1 ¢ 49.9
1978mmmmm e e : 50.1 : 49.9
January-March~- : :

1978--~—===~mmmm oo : 53.8 : 46 .2

1979---~-==~=emmm : 43.0 : 57.0

Note.—-Excludes Monsanto, Borden, and Rohm & Haas.

Conversely, methyl alcohol produced by the low-pressure process has
increased and will account for a much higher percentage of total production in
the future. Borden, Hercofina, and Tenneco are converting or will convert
their methyl-alcohol-producing facilities from the high-pressure to the
low-pressure process. In addition, Du Pont's Deer Park facility, scheduled to
begin operation at the end of 1979, will also be of the low-pressure type.
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APPENDIX A

TREASURY'S LETTER TO THE COMMISSION CONCERNING
LTFV SALES FROM CANADA
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THE GENERAL COUNSEL OF THE TREASURY POCKET
WASHKINGTON. D.C. 20220 $e o BUMEER

M
O lamve

- MAR 231979 HEGCh....

Gilice of the
Secrelon
etl. Trade Commissicn

Dear ‘Mr. Chairman:

In accordance with section 20l1(a) of the
Antidumping Act, 1921, as amended, you are hereby
advised that methyl alcohol from Canada is being,
or is likely to be, sold at less than fair value
within the meaning of the Act. The public notice
announcing Treasury's determination is enclosed.

The U.S. Customs Service will make available
to the Commission as promptly as possible the file
relative to this determination. Some of the data
contained in the file is regarded by Treasury to be
of a confidential nature. It is therefore reguested
that the Commission consider all the enclosed infor-
mation to be for official use of the ITC only, not
to be disclosed to others without prior clearance
from the Treasury Department.

Sincerely yours,
—

Ty -
/ /‘, 9 K4
b= v 4
- “ s s y -
Y ZV[Z, - [f :{-"/QLC-{/.”-’\

fobtlert H. Mundheim

K4

The Honorable
Joseph O. Parker
Chairman

U.S. International Trade Commission
Washington, D.C. 20436

Enclosure
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APPENDIX B

FEDERAL REGISTER NOTICE OF THE
COMMISSION'S INVESTIGATION AND HEARING
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21718 rddlc&klu'uuhiwms@u.mim

Methyl Alcohal From Canada; Notice-
of Investigation and Hearing .-

Having received advice from the
Department of the Treasury om Marclk'
29, 1979, that methyl alcohof from
Canada iz being, ar is likely ta be, soM
at less than fair value, the United States
International Trade Commission, on
April 4, 1979, instituted investigation N&
AA1921-202 under section 201(a) of the
Antidumping Act, 1921, as amended (19
U.S.C. 160{a}), to determine whether an’
industry in the United States i being or
is likely to be infored, or is prevented
from being established, by reason of the
importation of such merchandfse inte -
the United States. Methyt alcehol, alse
knownr as methanol, is provided for i
items 427.9608 and 427.9700 of the Tariff
Schedules of the United Sh!et
Annotated.

Hearing. A public hearing i
connection with the investigation will be
held ot Pueesday, May 15, 1979, i the
Commigsion’s Hearing Room, U.S.
Internatfonal Trade Commission
Building, 701 E Street NW., Washington,
D.C. 20436, beginning at 10 a.m., e.dl.
Requests to appeer at the public hearing
should be filed with the Secretary to the
Commission, in writing; not later them
noon, Wednesday, May 9, 1979. - "

By order of the Commission.

Issued: April 5, 1999,

Secretary.
[AA 19212029 L
[FR Doc. 7-11202 Flied ¢-B-7R @B ax]’ =~ ° -
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[4810-22] :
Office of the Secretary

METHYL ALCOHOL FROM CANADA
Antidumping Proceeding
AGENCY: U.S. Treasury Department.

ACTION: Initiation of Antidumping
Investigation.

SUMMARY: This notice is to advise
the public that a petition in proper
form has been received and an anti-
dumping investigation is being initiat-
ed for the purpose of determining
whether imports of methyl alcohol
from Canada are being, or are likely to
be, sold at less than fair value within
the meaning of the Antidumping Act,
1921, as amended. However, as there is
substantial doubt that imports of the
subject merchandise alleged to be at
less than fair value are the cause of
present, or likely future, injury to an
industry in the United States, the case
is being referred to the U.S. Interna-
tional Trade Commission for prelimi.

nary injury consideration pursuant bov

Section 201(c) of the Act.
EFFECTIVE DATE: June 14, 1978.

FOR FURTHER INFORMATION
CONTACT:

Vincent Kane or Michael E. Craw-
ford, Operations Officers, U.S. Cus-
toms Service, Office of Operations,
Duty Assessment Division, Technical
Branch, 1301 Constitution Avenue
NW., Washington, D.C. 20229, tele-
phone 202-566-5492.

SUPPLEMENTARY INFORMATION:
On May 2, 1978, information was re-
ceived in proper form pursuant to sec-
tions 153.26 and 153.27, Customs Reg-
ulations'(19 CFR 153.26, 153.27), from
E. 1. du Pont de Nemours & Co., Indi-

cating a possibility that methyl alco- -

hol from Canada is being, or is likely

to be, sold at less than fair value

within the meaning of the Antidump-
ing Act, 1921, as amended (19 U.S.C.
160 et seq.).

The margins of dumping dileged,
based on a comparison of sales to the
U.S. with prices in the home market,
range from aproximately 12 to 100
percent.,

There is evidence on record concern-
ing injury or likelihood of injury from:
the alleged less than fair value im-
ports. This evidence also indicates that
although petitioner’s domesti¢ produc-
tion, sales, and share of the domestic
market for noncaptive uses of metha-
nol (so-called ‘“‘merchant-market
sales”) declined in 1977 compared to
1976, the other domestic producers of
the product experienced increases in
each of these categories during the
same period. Evidence on hand also in-
dicates that while profitability on mer-
chant-market sales for the entire in-
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dustry producing methyl alcohol has -
declined, that decline may, in part, be
attributable to rapidly increased costs
of production. Furthermore, in deter-
mining whether profitability has been
adversely affected, it appears inappro-
priate to éonsider merchant-market
sales separately from total production
and use or sale, particularly as the
share of domestic production account-
ed for by captive consumption of U.S8.
producers has increased substantially
in recent years. In 1977, 73 percent of
U.8. production was used by domestie-
producers for further processing.
Moreover, domestic prices for metha-
nol appear to have increased sharply
over the past five years, including the
periods in which Canadian sales oc-
curred. In that connection, in deter-
mining pursuant to section 201(cX2) of
the Antidumping Act as recently as
October 1977 that there was no rea-
sonable indication of injury from im-
ports of methyl alcohol from Brazil,
Chairman Minchew of the U.S. Inter- -
national Trade Commission noted that
“U.S. purchasers. of open-market
methyl alcohol have had to rely on im-
ports to meet part of their raw materi-
al requirement.” 42 FR 55950 (October
20, 1977).

Therefore, it has been concluded
that there is substantial doubt of
injury, or likelihood of injury, to an-
industry in the United states as a,
result of imports of such merchan: ’
from Cangada. Accordingly, the US.
ternational Trade Commission is being
advised of such doubt pursuant to sec-
tion 201(cX2) of the Act.

Having conducted a summary inves-
tigation as required by section 153.29
of the Customs Regulations (19 CFR
153.29) and having determined as a
result thereof that there are grounds
for so doing, the U.87 Customs Service
is instituting an inquiry to verify the
information submitted and to obtain
the facts necessary to enable the Sec-
retary of the Treasury to reach a dew
termination as to the fact or likeli-
hood of sales at less than fair value.
Should the International Trade Com-
mission, within 30 days of receipt of
the advice cited in the preceding para-
graph, advise the Secretary that there
is no reasonable indication that an in-
dustry in the United States is being, or
is likely to be, injured by reason of the
importation of such merchandise into
the United States, the Department
will publish promptly in the FEDERAL
REGISTER & notice terminating the in-
vestigation. Otherwise the investiga-
tion will continue to conclusion.

This notice is published pursuant to
section 153.30 of the Customs Regula-
tions (19 CFR 153.30).

RoBeERT H. MUNDHEIM,
General Counsel
of the Treasury.
JUNE 8, 1978,
(FR Doc. 78-16428 Piled 6-13-78; 8:45 am]
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{7020-02]
- (AA1921-Ing48) |

" INTERNATIONAL TRADE -
T . . COMMISSION .
. METHYL ALCOHOL FROM CANADA
“The United Btates International

1078, that, during the course of deter-

tion 201(c) of the Antidumping Act,
1921, as amended (19 USB.C. 160(c)),

United States. Therefore, the Commis-
“udon on June 18, 1978, instituted inqui-
ry AA1921-Inq.-13, under section
201(cX2) of that act, to determine

!
%
|

tion is being initiated with respect to

Trade Commission Bullding, 701 E
Btreet, NW., Washington, D.C. All par-
. tes will be given an opportunity to be
present, to produce evidence, and to be
‘heard at such hearing. Requests to
_appear at the puhlic hearing should be
. received in writing in the office of the
: Secretary te the Commission not later
than noon Wednesday, June 21, 1978.
* ‘Written statements. Interested par- -
ties may submit statements in writing
In leu of, and in addition to, appear-
ance at the public hearing. A signed
original and nineteen true copies of
such statements should be submitted.
“T'o be assured of their being given due
_consideration by the .Commission,
..such’ statements should be received
not later -than Thursday, June 32
1078, . “eoo Tl et
"+ By erder of the Commission, .
? Igsued: June 20,1978. -
T Rwwera R. MASOR,

[

s

A R Secretary.
g PR Doc. 78-17480 Filed 6-21-78; 9:44 am]

i -
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[7020-02) .
INTERNATIONAL TRADE
COMMISSION.
[AA1921-Inq.-13]
METHYL ALCOHOL FROM CANADA

Commission Determines “A Reasonable
Indication of Injury™

JoLy 10, 1978,
On June 9, 1978, the U.S. Interna-
tional Trade Commission received
advice from the Department of the
Treasury that, in accordance with sec-

tion 201(cX1) of the Antidumping Act *

of 1921, as amended, an antidumping
investigation was being initiated with
respect to methyl alcohol from
Canada, and that, pursuant to section
201(cX2) of the act, information deve]-
oped during Treasury’s preliminary ih-
vestigation led to the conclusion that
there is substantial doubt that an in-
dustry in the United States is being or
is likely to be injured by reason of the
importation of such methyl alcohal
into the United States from Canada.

Accordingly, the Commission, on June .

16, 1978, instituted inquiry AA1921-
Inq.-13 under section 201(c)(2) of the
act to determine whether there is no
reasonable indication that 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.

A public hearing was held on June
26, 1978, in Washington, D.C. Public
notice of both the institution of the
inquiry and of the hearing was duly
given by posting copies of the notice at
the Secretary’s Office in the Commis-
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sion In Washington, D.C.,, and at the
Commission’s office in New York City,
and by publishing the original notice
in the FeperaL REGISTER on June 22,
1978 (43 FR 26800).

The Treasury instituted its investi-
gation after receiving a properly filed
complaint on May 2, 1878, from the B
L du Pont de Nemours & Co., Inc,
Wilmington, . Del. The Treasury’s
notice of its antidumping proceeding
was published in the FenEraL REGISTER
of June 14, 1978 (43 FR 25758).

On the basis of information devel-
oped during the course of this inquiry
the Commission determines that there
is a reasonable indication that an in-
dustry in the United States is being or
is likely to be injured, by reason of the
importation of methyl alcohol into the
United States from Canada allegedly
sold at less than fair value as indicated
by the Department of the Treasury.?

VIEWS oF CHAIRMAN JOSEPH O. PARKER
. Axn ComMMISSIONERS GEORGE M.
MooRE AxD CATHERINE BEDELL

On June 9, 1978, the United States
International Trade Commission re-
ceived advice from the Department of
the Treasury that, during the course

" of a preliminary investigation with re-

spect to methyl alcohol from Canada,
Treasury had concluded from the in-
formation available to it “that there is
substantial doubt that an industry in
the United States is being or is likely
to be injured by reason of the importa-
tion of this merchandise into the
United States.” On June 18, 1978, the
Commission instituted inquiry No.
AA1921-Inq.-13 under section 201(cX2)
of the Antidumping Act, 1921, as
amended, to determine whether there
is no reasonable indication that an in-
dustry 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.

1Vice Chairman Bill Alberger and Com-
missioners George M. Moore and Catherine
Bedell determine that, on the basis of infor-
mation developed during the course of this
inquiry, there is a reasonable indication
that an industry in the United States i»
being or is likely to be injured by reason of
the importation of methyi alcohol from
Canada sallegedly sold at less than fair value
as indicated by the Department of the
Treasury. Chairman Joseph O. Parker, con-
curring in this determination, does not de-
termine that there is no reasonable indica-
tion that an industry in the United States is
being or is likely to be injured by reason of
the importation of methyl alcohol from

Canada allegedly sold at less than fair

value, as indicated by the Department of
the Treasury. Commissioners Italo H. Ab-
londi and Daniel Minchew determine that
there is a reasonable indication that an in-
dustry in the United States is likely to be in-
jured by reason of the importation of
methyl alcohol from Canada allegedly sold
at less than fair value as indicated by the
department of the Treasury.

Determination

On the basis of information devel-
oped during the course of this inquiry,
we do not determine that there is no
reasonable indication that an industry
iIn the United States is being or is
likely to be injured, or is prevented
from being established,* by reason of
the importation of methy! alcohol into
the United States from Canada alleg-
edly sold at less than fair value
(LTFV) as indicated by the Depart-
ment of the Treasury.

Discussion .

Domestic production of methyl alco-
hol decreased from 1973 to 1975 and
then increased in 1976 and 1977. In
1977, however, domestic production
was lower than in 1973 and 1974. In
January through April 1978, produc-

_tion fell T percent below that of the

corresponding period of the previous
year. Throughout this period, domes-
tic producers’ shipments were about
equally divided between captive con-
sumption and open-market consump-
tion. Two firms have ceased produc-
tion since 1975, and one has indicated
curtailment of plans to expand capac-
ity.

Capacity utilization has decreased.
In 1997, capacity utilization was 11
percent lower than in 1974. In January
through April 1978, capacity utiliza-
tion was 71.3 percent, compared with
77.6 percent in January-April 1977. Be-
tween 19768 and the first 4 months of
1978, the average monthly employ-
ment of production and related work-
ers in the manufacture of methyl alco-
hol decreased from 501 to 394.

Although domestic consumption of
methy alcohol has increased in recent
years, domestic producers’ inventories
of methyl alcohol have continued to
increase. In 1974, domestic producers’
inventories of methyl alcohol as a
share of shipments were 8 percent. In
1977, the share was 20 percent, and
data for the first 4 months of 1978 in-
dicate that this trend of increasing in-
ventories has continued.

Data on the financial performance
of U.8. producers of methyl alcohol
show a deteriorating trend in their
methyl alcohol operations since 1974.
The aggregate ratio of net operating
profit to net sales has declined from 38
percent in 1974 to 17.2 percent in the
first 4 months of 1978. Two producers
indicated losses for both 1977 and Jan-
uary through April 1978. Domestic
producers’ average production costs
per unit are increasing faster than the
average value per pound of methyl al-
cohol shipped. On two different occa-
sions within the past 2 years, com-
plainant DuPont has announced price
increases which it could not sustain.

*Prevention of establishment of an indus-
try in this inquirey is not in question and
will not be discussed further in these views.
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Since 1976, the average vahie per

pound of shipments from ATerta Gas-

Chemicals, Ltd., the only Canadfan ex-
porter, has been consistently lower -
than the corresponding value for U.S.
producers’ shipments by a significant
margin, given the-quantities shipped
(357.7 million pounds) and the duty
imposed on methyl alcohol (1.1 cents
per pound). The difference between
the value of the Canadian product and
the U.S. product can be completely ao-
counted for by the alleged LTFV
margin of 1.8 cents per pound.

Imports of methyl alcohol from
Canada have increased from virtually
zero in 1974 to 5.5 percent of total ap-
parent U.S. consumption in 1977 or ap-
proximately 11 percent of 1977 U.S.
open-market consumption. Imports in
the first 4 months of 1978 increased by
more than 50 percent over the corre-
sponding period of 1977. Since 1978,
imports from Canada have accounted
for 26 percent of the increase in U.S.
open-market consumption and 16 per-
cent of the increase in total consump-
tion.

Three domestic producers provided
the Commission with information of

sales allegedly lost as a result of im--

ports sold at LTFV. While some of
these claims were difficult to verify be-
cause of transfer shipping, the Com-
mission’s investigation indicates that a
significant volume of sales may have
been lost to Canadian imports. Alberta
Gas Chemicals, Ltd.,, has announced
plans to construct two additional
plants for the production of methyl al-
cohol by 1983. The United States is a
major market for methyl alechol pro-
duced by Alberta Gas Chemicals, 1.td.,
accounting for a substantial percent-
age of its production in 1977.

Conclusion

" On the basis of the information es-
tablished by this 30-day inquiry, we do
Bot determine that there is no reason-

_ shie indication that an industry tn the

United States is being or is likely to be

injured by reason of imports alleged to
be sold at LTFV.

STATEMENT OF REASONS OF VIC
CHAIRMAN BILL ALBERGER

Statutory criteria of section 201(cX2)

If the Secretary of the Treasury con-
cludes, during a preliminary investiga-
tion under the Antidumping Act, 1921,
a8 amended, that there is substantial
doubt regarding possible injury to an
Industry-in the United States, he shall
forward to the U.S. International
Trade Commission (Commission) his
reasons for such doubt. Within 30 days
of receipt of the Secretary’s reasons,
the Commission shall determine
Whether there is no reasonable indica-
tion that an Industry in the United
Sates is. being or is likely to be in-
jured, or is prevented from being es-
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tablished,® by reason of the importe-
tion of merchandise allegedly sold in
the United States-at less than fair

¢ value (LTFV). This inquiry, instituted-
on June 16, 1878, concerns methyl ai-

cohol from Canada.
Determination

On the basis of Infermation devel-
aoped during the course of this inquiry,.
I determine that there is a reasonabie
indication that an industry in the
United States is being or is likely to be
injured by reason of the tmportation
of methyl alcohol Into the United
States from Canada allegedly sold at
less than fair value as indicated by the
Department of the Treasury (Treas-
ury:h

Information regurding alleged mar-
gins of LTFV zales ’

Treasury advised the Commission
that the petitioner alleged margins of
LTFV sales of 48% of the U.S. market
m or 32% of t.he home market

v oa -

A Reaaonable!ndicatwn of Injury

Imports from Canada.—Since 1974,
tmports from Canada have incressed
from virtually nothing to 358 million
pounds in 1977, up to 5.5 percent of
total US8. consumption. The inerease
in imports appears to be continuing in
1978. Since about half of U.S. con-
sumpticn is captive (by domestic pro-
ducers themselves), imports from
Canada amounted to 11 percent of
open-market consumption in 1977.

U.S. production.—1973 was the high-
est level of production in the past 5
years. Domestic production declined
slightly-in 1674, sharply in 1975, and
recovered in both 1976 and 1977, but
was stil] slightly below the 1973 and
1974 levels in 1977. Domestie produc-
tiom during the first 4 months of 1978
‘was below that of the corresponding
period of 1977.

Utilization aof productive capacity.—
In 1974, capacity utilization was 90
percent. It dropped sharply to 65 per-
cent in 1978 before climbing back to 78
percent in 1977. Figures for the first 4
months of 1978 show a decline back to
71 percent, from the 78 percent experi-
enced during the first 4 ‘months of
1977.

Employment.—The data avallable to
us shows a decline in the average
monthly number of production and re-
lated workers engaged in the produc-
tion of methy! alcohol from 501 in
1978 to 394 in the first 4 months of
1978.

Profitability.—Aggregate data for
domestic producers show generally in-
creasing net sales and net operating
profits from methy} alcohol since

Prevention of extablishment of am indas-
try in this inquiry is not in question and wiR2
not be discussed further in theg: velws,
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1974. However, the ratie of net operat-
ing profits to net sales has declined-
from 38 percent in 1974 to 17.2 percent
in the first 4 months of 1978. Two of
the eight producers show losses for
1877 and eariy 1978..

Inventories.—Since 1974 year-end”
inventories of methyl alcohol have in-
creased steadily as a percentage of
shipments.

hﬁm—&n@e 1978, the average
value per pound for the major import-
er’s shipments has remained below the
corresponding value for U.S. produc-
ers’ shipments by a margin which-
could be completely accounted for by
the alleged LTPY margin of 1.8 cents
per pound. 8ince August of 1977, the:
major importer's weighted average
price to its four principal cusitomers
hes alsp been lower than U.S. produc-
ers. This appears to be due to the
major importer’s price on shipments
to one U.S. producer which receives
co-producers’ prices. No comparable
price data was received from any U8S:
producers, since none of their four
principal customers were other US..
producers. The average unit value of
methyl alcohol shipped by the major
importer to trading companies and
end users wes higher than that of US.
producers in both 1976 and 1977, but
was lower than that of U.S8. producers
during the first 4 months of 1978. The
average value per pound shipped by
U’S. producers increased between 1976
and 1977, and increased further during
January-April 1978. However, average
unit production costs have increased
at a faster rate, indicating the possibil-
ity of price suppression.

Lost Sales.—The staff was able to
verify one scurce to which US. pro-
ducers claim to have lost sales. This
source has purchased large quantities
of Canadian methyl a.lcohol in recent
months. \

Conelusion -

In 30 day inquiries, the Commission:
need only find a reasonable indication
of injury. Data on domestic produe-
tion and capacity utilization shows no
clear trends. Inventories are growing,
profitability and employment seem to
be declining, and imports from Canada
are increasing. Our data on prices is
somewhat confusing, as we appear to-
be comparing apples and oranges at
one point. The possibility of price sup-
pression is clearly present, and we do
have one verified lost sale.

While all factors do not point in the
same direction, on balance I believe
there is a “, . . reasonable indication
that an industry in the United States
is being or is likely to be injured ...
by reason of the importation of
methyl alcohol into the United States
from Canada”.

I Treosury fimds enles o8 L‘T‘W fm
this investigation, the Commission will
be called upon to determine whether
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this industry is indeed being injured
by reason of such LTFV sales. In this
opinion, I am certainly not prejudging
that case. In fact, it will be importent
to this Commissioner to get better
data on several factors, particularly
prices.

STATEMERT OF REASONS OP
ConMMISSIONER ITALO H. ABLOMDI ¢

On June 9, 1978, the United States

International Trade Commission re-

ceived advice from the Department of
the Treasury that during the course of

o preliminary investigation with re-’

spect to methyl alcohol from Canada,
Treasury had concluded from the in-
formatfon available to it “that there is
substantial doubt that an industry in
the United States is being or is likely
to be injured by reason of the importa-

tion of this merchandise into the-

United States.” Acting upon this
advice, the Commission, on June 16,
1978, instituted inquiry No. AA1931-
Inqg.-13, under section 201(eX2) of the

Antidumping Act, 1921, as amended, to'

determine whether there is no reason-
able indication that an industry in the
United States is being or Is likely to be

injured, or i3 prevented from being es--

tablished, by reason of the importa-
tion of suck merchandise into the
United States.

Determination

On the basis of information devel
oped during the course of this inquiry,
1 determine that there is a reasonable
indication that an industry in the
United States is likely to be injured, *
by reason of the importation of
methyl alcohol into the United States
from Canads allegedly sold at less
than fair value as indicated by the De-
partment of the Treasury.

Discussion

The legislative intent in the enact- .

ment of section 201(c)2) of the Anti-

dumping Act, 1921, as amended, is “to -

eliminate unnecessary and. costly in-

vestigations which are an administra- -

tive burden and an impediment to
trade.” ¢ This intent is effectuated
wheri the Commission determines,

pursuant to section 201(cX2), that

“there is no reasonable indication that
a domestic industry is being or is likely
to be injured” by reason of the subject
imports, thereby eliminating an un-

necessary, costly, and burdensome in- .

vestigation by Treasury. The informa-
tion obtained in this inquiry requires a

‘Commissioner Daniel Minchew concurs
i the result.

sPrevention of establishmnent of an in-
dustry in this inquiry is not in question and
will not be discussed further in these views.

¢See S. Rept. No. 93-1298, 93d Cong., 2d
sess. p. 171, of the Committee on Pinance of
the U.S. Senate, which accompanied HR.
10710, the bill! which became the Trade Act
of 1974.
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finding that there is & reasomable indi-
cation that an industry in the United

States i3 likely to be injured by reason
of the importation of methyl alcohol

creased imports in the future. Based
on these facts we find there is a rea-
sonable indication that the domestic

into the United States from Canada mmethyl alcohol industry is likely to be

allegedly sold at less than fair value as
indicated by- the Department of the
Treasury. .

The antidumping complaint filed

with Treasury by du Pont alleges that
because of the importation of methyl

alcohol from Canada at less than fair

value (LTFV), the complainant (du
Pont) and other domestic producers
are being injured by reason of lost
sales and price suppression.

Market penetration by imports from
Canada

Imports of Canadian methyl alcohol.”

comprise the bulk of U.S. imports.?
The Canadian industry is composed of
two firms, Alberta Gas Chemicals,
Ltd., which accounts for approximate-
ly 85 percent of the methyl alcohol
produced in Canada, and Celanese
Chemical Co:, Ltd. Only Alberta Gas
exports methyl alcohol to the United
States. In 1977, Alberta exported a
very large proportion of its annual
production to the United States. Im-

. ports from Canada have increased .

from virtually zero in 1974 to 358 mi)-
lion pounds in 1977.* This represents
almost 10.9 percent of open-market ap-
parent consumption. In addition,
during the period from January to
April 1978, there has been an increase
of nearly 10 percent in imports over
the corresponding period in 1977. This
continuous pattern of growth and in-
creased market penetration reveals
the likelihocd of injury to the domes-
tic industry. -

The plans to expand the Alberta
Gas operation offer further evidence
of likely injury to the domestic indus-
try. Alberta Gas has plans to substan-
tially increase its capacity in stages
during the next 4 years. The present
pattern of rapidly increasing exports
to the United States coupled with the
vast planned expansfon of the Alberta
Gas opersation, with its probable addi-
tiopal Increase in exports to the
United States presents the likelihood
of serious injury to the U.8. industry.*

Unlike the situation in the investiga-
tion of methyl alcohol from Braxil,
there is present a continuous pattern

of increasing imports currently affect- .

ing 11 percent of the open market,

with the likelihood of greater in- .

'Canadian-produced methy! alcohol ac-
counted for 88 percent of the total U.S. im-
ports of methyl alcohol in 1877.

*As a percentage of total consumption,
imports from Canada have increased from
vh;tv%any 0in th74 tgu.';.S percent in 1977.

e are not convinced by the argument
advanced in the Alberta brief that the in-
creased output from the expanded oper-
ation will be exported primarily to the Pa-
cific rim countries, and hence does not rep-
resent a threat to the domestic industry.

injured. . :
By order of the Commission:
’ KenwerH R. MASON,
Secretary.
Jury 11, 1978, -
[FR Doc. 78-19409 Filed 7-13-78; 8:45 am)

-
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METHYL ALCOHOL PROM CANADA
Antidumping; Withholding of Appraisement
Notice

AGENCY: United Sut.eu 'rreaxury De-
partment.

ACTION: Withholding of Appraise-

ment.

SUMMARY: This notice is to adviie
the public that there are reasonable
grounds to believe or suspect that
there are sales of methyl aleohol
(methanol) from Canada to the United
States at less than fair valuwe within
the meaning of the Antidumping Act,
1921. Sales at less than fair value gen-
erally -occur when the priee of mer-
chandise sold for exportation to the
United States is less than the priee of
such or similar merchandise sold in
the home market or to third countries.
Appraisement for the purpose of de-
termining the proper duties applicable

-to entries of this merchandise will be

suspended for six months. Interested
persons are invited te comment on this
actien:not later than January 18, 1979.

EFFECTIVE DATE: December 19,
1978.

FOR FURTHER IN?ORMA'I‘ION
CONTACT:

Mr. Edward F. Haley, Operations Of-
ficer, Duty Assessment Division,
United States Customs Service, 1301
Constitution Avenue, NW, Washing-
ton, D.C. 20229, telephone (202) 566-
5492,

SUPPLEMENTARY INFORMATION:
On May 2, 1978, information was re-
eceived Im proper form pursuant to
$§ 153.28 and 163.27, Customs Regula-

tions (19 CFR 153.28 and 153.27), from
counsel acting on behalf of E. L du
Pont de Nemours & Company alleging
that methyl alcohol from Canada is
being, or is likely to be, sold at less
than falr value within the meaning of
the Antidumping Act, 1921, as amend-
ed (19 U.S.C 160 et seq.) (referred to in
this notice as “the Act™).

On the basis of this information and

- subsequent preliminary investigation
. by the Customs Service, an ‘“Anti-

dumping Proceeding Notice” was pub-
lished in the Feperar REGISTER of
June 14, 1978 (43 FR 25758).

Methyl aleohol, commonly called
methanol, is classifiable under item
numbers 427.9600 and 427.9700 of the
Tariff Schedules of the United States
Annotated.

TERTATIVE DETERMINATION OF SALES AT
Lxss THAN FAIR VALUE

On the basis of information devel-
oped in the Customs investigation and
for the reasons noted below, pursuant
to section 201(b) of the Act (19 US.C.
160(b)), I hereby determine that there .
are reasonable grounds to believe or
suspect. that the purchase price of
methyl alcohol from Canada is less, or
likely to be less, than the fair value,
and thereby the foreign market value,
of such or similar merchandise.

STATEMENT OF REASONS ON WHICH THIS
DETERMINATION IS BASED

The'reasons and bases for the above
tentative determination are as follows:
a. Scope of the Investigation. It ap-

" pears that virtually all imports of

methano! from Canada were manufac-
tured by Alberta Gas Chemicals, Lim-
ited (hereinafter referred to as
AGCL). Therefore, the investigation
has been limited to this manufacturer.

b. Basis of Comparison. For the pur-
pose of this tentative determination,
the proper basis of comparison ap-
pears to be between purchase price
and the adjusted home market price
of such or similar merchandise. Pur-
chase price, as defined in section 203
of the Act (19 U.S.C. 162), was used
since U.S. sales compared were made
to unrelated customers. Home market
price, as defined in § 153.2 of the Cus-
toms Regulations, was used for fair
value comparison purposes since such
or similar merchandise was sold in the
home market in sufficient quantities
to provide an appropriate basis of com-
parison.

In accordance with §153.31(b), Cus-
toms Regulations (19 CFR 153.31(b)),
pricing information was obtained con-
cerning sales to the United States and

. in the home market during the 6-

month period January 1, 1978 through
June 30, 1978.

c. Purchase Price. For the purposes
of this tentative determination, the

" purchase price has been calculated
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based on prices t¢ unrelated U.S. cus-

tomers with deductions fer freight,
U.S. duty, and ssales ‘commission,
where appropriate. For the purpose of
making fair value comparisons custom-
ers were classified in two groups: Pro-
ducers of formaldehryde and producers
of other than formaldehyde, since
sales to producers of formaldehyde are
generally made at a different price
level than sales to other classes of cus-
tomers.

Ia calculating purchase price, so
_called “swap” transactions, which
appear to be common in the methanol
industry to.reduce freight expenses,
have not been considered. A swap
transactioan invelves the. delivery of
the product by ane methanol producer
to the customer of a second, while the

second producer agrees at an undeter--

mined future time to deliver a compa-

rable amount to a customer of the-

first. No payment is exchanged. Swap
shipments between AGCL and United
States producers during the period of
investigation invalved about 8 milliom

gallo