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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

. [AA1921-183]
September 13, 1978
SORBATES FROM JAPAN

Determination of No Injury

On the basis of its investigation, the Commission has unanimously
determined (Commissioners Ablondi and Minchew not parficipating) that an
industry in the United States is not being and is not likely to be injured,
and is not prevented from being established, by reason of the importation
of sorbates from Japan that are being, or are likely to be, sold at less than
fair value within the meaning of the Antidumping Act, 1921, as'amended.,

On June 13, 1978, the United States International Trade Commission
received advice from the Department of the Treasury (Treasury) that sorbates
from Japan are being, or are likely to be, sold at less than fair value (LTFV)
within the meaning of the Antidumping Act, 1921, as amended (19 U.S.C; 160(a)).
Treasury excluded from its LTFV determination sorbates produced
by Chisso Corp. and Daicel, Ltd. on the basis of no margins and discontinued
the investigation with respect.to Ueno Fine Chemical Industries, Ltd. on the
basis of minimal margins in relation to total sales. On June 16,

1978, the Commission instituted investigation No. AA1921-183 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 veason of the importation of such merchandise into the United States.
Notice of the institution of the investigation and of the public hear-

ing held in connection therewith was published in the Federal Register of

June 23, 1978 (43 F.R. 27252). On August 1, 1978, a hearing was held in
Washington, D.C., at which all persons who requested the opportunity were

permitted to appear in person or by counsel.
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In arriving at its determination, the Commission gave due consideration
to written submissions from interested parties and information adduced at
the hearing as well as information obtained by the Commigsion's staff from

questionnaires, personal interviews, and other sources.



Views of Chairman Joseph O. Parker
and Commissioners :Bill Alberger, George M. Moore,
and Catherine Bedell

In order for a Commissioner to make an affirmative determination in
an investigation under the Antidumping Act, 1921, as amended (19 U.S.C.
160(a)) it is necessary to find that an industry in the United States is
being or is likely to be injured, or is prevented from being established,
and the injury or likelihood thereof, or the prevention of establishment

must be by reason of imports at less than fair value (LTFV).

Determination

-On the basis of information obtained in this investigatioﬁ,vnadeterv
mine that an industry in the United States is not being and is not likely
to be injured, and is not prevented from being established, by reason of
the importation of sorbates from Japan which are being or are likely to be

sold at LTFV as determined by the Department of the Treasury (Treasury).

The Imported Article and the Domestic Industry

Sorbates -- sorbic acid and potassium sorbate -- are free-flowing
powders or granules which are used commercially as food preservatives. In
this investigation we consider the relevant domestic industry to consist
of the facilities in the United States used in the production of sorbates.
Monsanto Co., which operates a sorbate production facility in Chocolate

Bayou, Texas, is the sole U.S. producer of food grade sorbates.



LTFV_Sales

Treasury investigated the sales of four Japanese producers, which
account for nearly all of thé sorbate imports from Japan, during the
period from March 1, 1977 through August 31, 1977. A weighted average
LTFV margin of 5.6 percent was foﬁnd on the U.S. sales of Nippon Synthetic
Chemical Industry Co., Ltd. (Nippon). No margins were found for two pro-
ducers and the margin on another firm was so minimal in relation to its
sales that Treasury discontinued its antidumping investigation of sorbates
produced by that firm.

The Question of Ihjury or Likelihood, or Prevention of Establishment
by Reason of LTFV Sales

U.S. imports =- From 1970 until June 1977 there was no domestic

production of sorbates. During this period consumption was entirely
supplied by imports from Japan and Germany. Although total Japanese
exports of sorbates to the United States increased from 1974 to 1977,
Nippon's share of those exports dropped by nearly 30 percent during the
same time frame. At the same time Nippon's share of the U.S. market for
sorbatés was declining, its exports to the petitioner, Monsanto Co.
(Monsanto), were increasing. During the period of Treasury's investi-
gation, 63 percent of all the LTFV imports from Japan were entered for
Monsanto's account.

Production and shipments -- Monsanto began production at its sorbate

facility in June, 1977. After a small output in éhe April-June 1977 period,
production jumped sharply in each succeeding quarter through April-June 1978.
Shipments followed a similar pattern with domestically produced sorbates
being relatively limited in 1977, but growing significantly both in actual
terms and as a portion of U.S;'consumption through thg second quarter of

1978.



Capacity utilization —- Monsanto's plant at Chocolate Bayou, Texas,
p 4

is the largest sorbates facility in the world. The decision to build a
plant of such capacity was based on projections by the company's market
researchers that demand in th@ United States would increase rapidly
between 1978 and 1985. Monsanto clearly understood that its additiomal
capacity could not be absorbed by the current'market, and that it would be
necessary to operate its facility at levels significantly below full
capacity until the increased demand for sorbates materialized. Capacity
utilization in January-June 1978 was in excess of the company's own
projections. |

.Inventories -- Inventories for both ﬁonsanto and U.S. importers of
sorbates have increased from 1975 through June, 1978. This increase appears
to be attributable in paft to tﬁe building of stocks to supply an expanding
market. An estimated additional 4 million pounds of sorbates a year will
be required for use in bacon beginning in 1979. The recentvgrowth in
Monsanto's inventorSr is compounded by the fact that the company has con-
tinued to import significant quantities of sorbates.

Consumption -- Wifh the exception of the recessionary year of 1975,
U.S. consumption showed a steady growth from 1974 through 1977 and continuing
into 1978. |

Profits -- When Monsanto determined it would establish a sorbates
production facility, its internal marketing.reports forecast a period of
several years before the facility would return significant profits. In the

little more than a year the facility has operated, substantial losses have



been experienced. These 1oéses which were in part attributable to start-up
expenses are diminishing as Monsanto continues to lower igs cost per pound
to produce sorbates.

Prices -~ While there has been some price depression, the evidence
does not point to LTFV sales as a cause. In fact, since Monsanto began
production, it has been the lowest priced supplier of sorbates in the U.S.
market. Therefore, it appearé Monsanto, as a new entrant in the industry,
set its prices at a level to gain market share and establish itself as a
major sorbates supplier.

Lost sales -—— The Commission was unable to verify that any of the instances
citéd by Monsanto where it either lost sales or was forced to lower it;
price to make a sale were attributable to sales by Nippon. On the contrary,
the Commission did findvcases where Nippon and a U.S. importer lost signifi-
cant saleé,due to Monsanto's low prices.

Summary -- Monsanto did not begin production of sorbates until June,
1977. From that starting poin; to the present its production and shipments
have made strong gains, taking an ever increasing share of the U.S. market.
While capacity utilization is not high, it is ahead of Monsanto's own projec-
tions for this point in the life of its sorbétes operation. Losses have been
incurred, due largely fo high start-up costs, but the financial picture
should improve as Monsanto's costs of producti?n go down and its market share
continues to grow. Based on these factors we conclude that there is no injury

to the domestic sorbates industry.
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With respect to the iééue of the likelihood df injury, we have concluded
such likelihood does not exist. Production, shipments, capacity utilization,
and consumption afe following definite upward trends and employment has main-
tained a steady level since Monsanto entered the market as a producer of
sorbates. Overall imports and inventories are up. In the case of imports,
however, the one Japanese company selling at LTFV prices has reduced its
imports sharply. With regard to inventories, they are up for both importers
and Monsanto in response to a continuing increase in demand. Monsanto did
not turn a profit in the first year of its sorbates operation, but as we
stated earlier, a good deal of the loss was incurred by start-up costs.

With its increasing market share, a better financial performance appears go
be in the offing for the domestic producer. These factors clearly do not
indicate the likelihood ofAinjury.

The issue of prevention of establishment of an industry by reason of
LTFV imports has been raised by the petitioner;l/Clearly, the domestic pro-
ducer has been able to obtain a significant market share in the little over
a year it has produced sorbates domestically. As the apparent price leader,
it is gaining market share and is running ahead of its own projections for
success in this industry. The technology for Monsanto's sorbates plant came
from the only Japanese firm found to be making LTFV sales, a major percentage
of which were made to Monmsanto. It is clear that Monsanto has been aided by
Nippon, and they also benefited from the LTFV sales. Monsanto is certainly
not being prevented from establishing a domestic sorbates industry by

reason of LTFV sales from Japan.

1/ Commissioner George M. Moore notes that the criteria for an affirmative
determination based on the prevention of the establishment of an industry in the
United States (see Regenerative Blower/Pumps from West Germany, Investigation
No. AA1921-140, USITC Publication 676, (1974), p. 10) have not been satisfied in
this investigation, in that the evidence does not support the contention that
LTFV sales have frustrated or forestalled the development of a stable and viable
U.S. industry.
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SUMMARY

On June 16, 1978, the United States International Trade Commission
(Commission) instituted investigation No. AA1921-183 following receipt of
advice from the Department of the Treasury (Treasury) that sorbates from Japan
are being, or are likely to be, sold in the United States at less than fair
value (LTFV) within the meaning of the Antidumping Act, 1921, as amended. The
Commission must 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 this merchandise into the United States.

Sorbates--sorbic acid and potassium sorbate-—are free-flowing powders or
granules used commercially as fungistatic agents in foods. They are regarded
as very safe for human consumption and superior in many respects to other
widely used food preservatives.

Treasury's investigation of U.S. imports of sorbates from Japan covered
the 6-month period extending from March 1, 1977, through August 31, 1977.
This investigation covered four Japanese concerns--Chisso Corp. (Chisso),
Daicel Ltd. (Daicel), Nippon Synthetic Chemical Industry Co., Ltd. (Nippon),
and Ueno Fine Chemical Co., Ltd. (Ueno)--which together accounted for
virtually all imported sorbates from Japan. On June 12, 1978, Treasury
announced weighted average LTFV margin of 5.6 percent on all sales compared of
sorbates produced by Nippon. No margins were found with respect to any sales
by Chisso and Daicel. Treasury determined that Ueno's weighted average margin
was minimal in relation to total volume of sales and, as a consequence,
discountinued the antidumping investigation of sorbates produced by Ueno.
This left Nippon as the only remaining Japanese respondent in the investi-
gation.

"Monsanto Co. (Monsanto), the complainant before Treasury, is the only
producer of sorbates in the United States. The sorbate production process
utilized by Monsanto is highly complex, utilizing, under license from Nippon,
the most modern technology available.

In its petition to Treasury Monsanto stated that Japanese sales of
sorbates at LTFV prevent Monsanto from establishing a sorbate industry in the
United States. Today, after operating its sorbate production facility for
about 13 months, Monsanto contends that its original petition was correct, and
that the infant U.S. industry is not viable and will have to close down if
dumping is continued. Thus, in effect, Monsanto contends that sales at LTFV
prevent a domestic industry from being established.

Imports acccounted for all U.S. sorbate consumption between 1970 when
Union Carbide Corp. discontinued sorbate production in the United States and
June 1977 when Monsanto commenced production. According to official U.S.
Department of Commerce data, U.S. imports of sorbates increased from 6.2
million pounds in 1975 to 8.4 million in 1977. Japan's share of the import
market increased from 82 to 99 percent during this period. Nippon's share of
Japanese sorbate exports to the United States averaged * * * percent during
1975-77. Monsanto purchased about * * * percent of Nippon's exports toAEPe
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United States during this period, including 63 percent of the exports by
Nippon found by Treasury to have been sold at LTFV during the period of the
Treasury investigation.

Six U.S. importers accounted for over 90 percent of all sorbates imported
into the United States during 1975-77 and January-June 1978. Nippon exported
primarily to * * *,

At the request of the Commission, Monsanto submitted a listing of * * *
instances in which it had to reduce its price or lose sales in 1977 and 1978
because of imports from Japan. When contacted by the the Commission, however,
purchasers did not verify that any of these instances was attributable to
sales of sorbates produced by Nippon. Importers, however, have supplied the
Commission with documentary evidence that they lost large customers to
Monsanto because of pricing competition.

A-2
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INFORMAT;ON OBRAINED IN THE INVESTIGATION
Introduction

On June 13, 1978, the United States International Trade Commission
received advice from the Department of the Treasury that sorbates from Japan
with the exception of merchandise produced by Chisso Corp., Daicel, Ltd, and
Ueno Fine Chemical Industries, Ltd., are being, or are likely to be, sold in
the United States at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921, as amended (19 U.S.C. 160 (a)). 1/ Accordingly, on
June 16, 1978, the Commission instituted investigation No. AA1921-183 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 September 13,
1978.

Notice of the institution of the investigation and of a public hearing
was given by posting copies of the notice at 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 publishing the notice in the Federal Register
of June 23, 1978 (43 F.R. 27252). 2/ The public hearing was held in
Washington, D.C., on August 1, 1978.

The complaint which led to Treasury's determination of sales at LTFV was
filed by counsel representing Monsanto Co. (Monsanto). Treasury's notice of
investigation was published in the Federal Register of August 23, 1977 (42
F.R. 42423). A notice of tentative determination of sales at LTFV and notice
of withholding of appraisement were published in the Federal Register of
March 2, 1978 (43 F.R. 8681). Treasury's final determination of sales at LTFV
was published in the Federal Register of June 16, 1978 (43 F.R. 26175). 3/

On July 12, 1978, Monsanto informed Treasury of its "desire to contest"
Treasury's final determination. On the same day the Commission received a
letter from counsel representing Monsanto requesting that the Commission

suspend investigation No. AA1921-183 pending the outcome of its appeal. This
request was denied on July 24, 1978.

On July 28, 1978, counsel for Monsanto filed an action in the U.S.
District Court for the District of Columbia, (Monsanto Company v. United
States of America, et al. (Civil Action No. 78-1392)) seeking to enjoin the

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

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

3/ Copies of Treasury's Federal Register notices on sorbates are presented
in app. C.

A-3
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Commission from continuing investigation No. AA1921-183. Monsanto's request
for a temporary restraining order was denied on July 28, 1978; and its request
for a preliminary injunction was denied on August 7, 1978.

Description and Uses

Sorbates--sorbic acid (CH3CH=CHCH“COOH) and potassium sorbate (CHj3
CH=CHCH=COOK)~~are free-flowing powders or granules. Sorbates are used
commercially as fungistatic agents in foods. They inhibit the growth of most
fungi and a few of the bacteria associated with food spoilage.

Foods in which sorbates have been demonstrated to have commercially
effective activity include baked goods, cheese, confectionery (cake frostings
and icings), chocolate coatings; dried fruits, fish products, fruit batters,
fruit juices and fresh fruit salads, jellies (artificially sweetened), marga-
rines, nonalcoholic beverages, pastry fillings, pet foods, pickled foods,
poultry, prepared salads, salad dressing, sauces, sausage casings, dry
sausage, Syrups, and wines. In addltlon, the U.S. Department of Agriculture
will require the use of sorbates, in combination with nitrite, in bacon
beglnnlng May 1979, unless tests show that this chemical combination is not
sufficiently effective in protecting consumers against botulism poisoning.

The toxicity of sorbates is extremely low. Sorbates are on the list that
specifies products '"generally recognized as safe" (GRAS) issued by the U.S.
Food And Drug Administration (FDA). Sorbic acid and potassium sorbate have
been cleared for use and approved as food preservatives by the FDA.

Sorbates are generally more effective than other commercially used
chemical food preservatives, such as benzoates and propionates, and, as a
consequence, lesser amounts are required. In addition, sorbates, unlike ben-
zoates and propionates, can be used in most bland foods with no effect on
taste. Like benzoates and propionates; sorbates require an acidic pH for
effectiveness, but function at higher pH values than either benzoates or
propionates. The concentration of sorbic acid used in foods varies from about
0.02 percent to about 0.3 percent by weight of the food.

Sorbates are sold in four grades as follows:

1. Dust free sorbic acid

2. Powder sorbic acid

3. Granular potassium sorbate
4. Powder potassium sorbate

The acid forms provide a greater antimicrobial potency; the potassium salts
offer greater water solubility. When the potassium salt form is used, the
potency on an equivalent weight basis to the acid is 74 percent.

Sorbates can be applied to foods in a variety of methods. The five most
common are: direct addition into the product, dipping, spraying, dusting, or

A-4
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incorporation into the wrappihg. The choice of application is often based on
the ease with which the preservative can be added to the existing processing
or packaging process.

U.S. Tariff Treatment

Sorbic acid is dutiable under the provisions of item 425.87 of the Tariff
Schedules of the United States iTSUS). The column 1 (most-favored-nation)
rate of duty is 6 percent ad valorem, and has been in effect since 1972 when
the final stage of the concessions granted in the Kennedy round of trade nego-
tiations became effective. Potassium sorbate is dutiable under the provisions
of item 426.84 of the TSUS. The column 1 rate of duty is 4 percent ad valo-
rem, and also has been in effect since 1972. The column 2 rate of duty is 25
percent ad valorem for both sorbic acid and potassium sorbate.

Title V of the Trade Act of 1974 authorizes the establishment of a
Generalized System of Preferences (GSP) for eligible articles imported from
designated beneficiary developing countries. The President has designated
both sorbic acid and potassium sorbate as eligible for duty-free treatment.
under the provisions of GSP, but countries eligible for GSP treatment
currently possess little or no capacity to produce sorbates.

Natufe and Extent of Sales at LTFV

Treasury's investigation of U.S. imports of sorbates from Japan covered
the 6-month period extending from March 1, 1977 through August 31, 1977. This
investigation covered four Japanese concerns--Chisso Corp. (Chisso), Daicel,
Ltd. (Daicel), Nippon Synthetic Chemical Industry Co., Ltd. (Nippon), and Ueno
Fine Chemical Industry Co., Ltd. (Ueno)--which together accounted for
virtually all sorbates imported from Japan. On June 12, 1978, Treasury
announced the weighted average LTFV margins for the four manufacturers as
follows:

Percent
Chisso 0
Daicel 0
Nippon 5.6
Ueno 0.2

The weighted average LTFV margin on all sales Treasury compared was 1.14 per-—
cent. Sales of sorbates by the four Japanese producers during the period of
Treasury's investigation are shown in table 1:

A-5
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Table 1.--Sorbates: Sales by 4 Japanese manufacturers,
Mar. 1, 1977-Aug. 31, 1977

¢t Net ¢ Net tPercent : tPercent : tWeighted
Fi : value : value : of :Sales at:of sales: Range of : average
irm . .

: of : of sales : sales : margin : at ¢ margin ¢ mar-

: sales : compared :compared: : margin @ : gin 1/
Chisso——--; k% ; Fekk ; Fekk ; Fkk ; 0 ; 0 : 0
Daicel----: *hE g *kk 3 L ek s 0 : 0 : 0
Nippon----: k% g L Tk 3 *%% ¢ 57.8 :4 -14.8 : 5.6
Ueno~—---- : *hk g *hk g *kk g *%% 3 13.08 :1.10- 1.42 : .16

Total-:5,336,963:4,788,912 ¢ 89.73 :661,002 : 13.80 :1.10-14.8 : 1.14

1/ Based on all sales compared.

Source: Derived from confidential files of the U.S. Department of the
Treasury.

No margins were found with respect to any sales by Chisso and Daicel.
Treasury determined that Ueno's weighted average margin of 0.16 percent was
minimal in relation to its total volume of sales. In addition, formal
assurances have been received by Treasury that Ueno would make no further

sales at LFTV. As a consequence, Treasury has discontinued the antidumping
investigation of sorbates produced by Ueno.

Treasury's analysis of price information received from Nippon resulted in
a weighted average margin of 5.6 percent on all sales investigated. Nippon is

the only Japanese producer of sorbates left as a respondent in this investi-
gation.

Domestic Producers

Monsanto, the complainant before Treasury, is the only producer of Food
Grade sorbates in the United States. Monsanto's headquarters is located in
St. Louis, Mo., and its sorbate facility is in Chocolate Bayou, Texas. The
Chocolate Bayou sorbate facility, which came on stream in June 1977, has a

yearly capacity of 10 million pounds or .5 million pounds more than estimated
U.S. consumption of sorbates in 1977.

Union Carbide Corp. produced sorbates in the United States until 1970
when, according to company officials, it discontinued production because
* % ¥ , According to data submitted by Union Carbide in response to the
Commission's "Synthetic Organic Chemical Production and Sales Questionnaires,"
the unit value of sorbates produced by Union Carbide fell from * % % a pound
in 1965 to * * * a pound in 1970.

A-6
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Besides Monsanto, there are two other small producers of sorbates in the
United States which together account for less than * * * percent of total
U.S.consumption. One manufacturer, Dederich Corp., located in Hubertus, Wis.,
began last year to produce potassium sorbate by * * *, This potassium
sorbate, which amounts to about * * * percent of total U.S. sorbate consump=
tion, is sold to * * *, The other small sorbate manufacturer, Atomergic
Chemetals Corp. (Atomergic) located in Plainview, N.Y., produces about * * *
pounds a year of very highly refined sorbic acid for use as a chemical
reagent. This sorbic acid is purer than Food Grade sorbic acid and is not
competitive with the sorbic acid produced by Monsanto or imported from Japan.
Atomergic has been producing this specialty sorbic acid since 1976.

In its petition to Treasury requesting an antidumping investigationm,
Monsanto stated that Japanese sales of sorbates at LTFV prevent Monsanto from
establishing a sorbate industry in the United States. Today, after operating
its Chocolate Bayou sorbate facility for about 13 months, Monsanto contends
that its petition was correct, and that the infant U.S. industry is not viable
and will have to close down if dumping is continued. Thus, in effect,

Monsanto contends that sales at LTFV prevent a domestic industry from being
established.

Monsanto's Chocolate Bayou facility is comprised of numerous production
units for the manufacture of seven chemicals. One separate unit of the
Chocolate Bayou plant is devoted solely to the production of sorbates. The
sorbate production process utilized by Monsanto is highly complex, utilizing,
under license from Nippon (the Japanese producer found by Treasury to be
selling at LFIV), the most modern technology available. * * *, The sorbate
fac11%ty covers the approximate area of a square block and is even more )
complicated than its Nippon prototype because of its scaled-up character, high

degree 9f autqmation, and the stricter U.S. environmental and safety
regulations with which it must comply.

According to Monsanto engineers, the sophisticated engineering of the
sorbate production process requires that the sorbate facility operate at least
at * * % percent capacity; the facility is most efficient, however, at * * ¥
percent capacity from both an economic and from an engineering point of view.
If the sorbate facility is not used in the production of sorbates, according
to Monsanto officials, it could not be used efficiently for the production of
any other chemical. In the event of termination of production, the equipment
could only be sold for scrap at 3 to 5 percent of its original value.

Monsanto's process for sorbate production is essentially identical to
that employed by Nippon. Over 25 chemicals are used; 250 pounds of chemicals
produce %00 pounds of sorbate with no usable byproducts. The production
process is ba§ed on the reaction of ketene with crotonaldehyde to form a poly=
ester which, in turn, is hydrolyzed to crude sorbic acid. The crude acid is
purified by carbon treatment and crystallization to produce sorbic acid which
is then dried and packaged for sale. A major part of the crude sorbic acid,
however, 1s neutralized with potassium hydroxide to form potassium sorbate.
This salt is purified, crystallized, and converted to granules or powder for

A-7
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sale. Figure 1 illustrates the basic manufacturing process utilized by
Monsanto.

Wigure 1 .—-Sorbates: Basic manufacturing process used by Monsanto.

evanrs oA BAGIC PROCESS USED AT MONSANTO'S NEV/ PLANT S s on

Purification,
e et e ey POlyMEFIC “Crude” Packaging Sorbic Acid
i i FCC Grade
Sorbo-Lactone ) | Sorbic Acid
Reactor - Hydrolysis
Intermediate l
ztene ' Purification, Potassium
""K‘("}‘"-J Neutralization r-mL-I-{'-(igg-r—‘-a Sorhate,
Crotonaldehyde Packaging  FCC Grade
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. e sttt |3 B Rl B T SR SXCRY N PN
TR R " . AT L T N i ! R TSR
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Source: Edod'Engineering, Aéiil 1977,

The principal raw materials used in sorbate production are ketene and
crotonaldehyde. Monsanto has recently developed a new, highly economical
process to produce acetic acid, the base from which ketene is derived. Acetic
ac%d is available to the Chocolate Bayou facility from Monsanto's production
unit at Texas City. The petrochemicals which are used as a base in acetic
acid production are obtained domestically. Crotonaldehyde is obtained under a
contractual arrangement with * * %,

Unlike Monsanto, all Japanese producers are totally dependent upon

imported petroleum as a base for their acetic acid. Nippon and Daicel,
however, have been granted licenses by Monsanto to use Monsanto's new acetic
acid production technology.

Monsanto sells sorbates to one rebrander, * * *, five distributors, and

direct consumers. Figure 2 illustrates the channels of distribution used by
Monsanto.

Foreign Producers
There are 5 major foreign producers of sorbates, as follows:

Chisso
Daicel
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Nippon
Ueno
Hoechst Corp.

Chisso, Daicel, Nippon, and Ueno are large Japanese chemical concerns which
were respondents in Treasury's investigation. The Hoechst Corp. is a West
German firm which produces sorbates in West Germany primarily for sale in the
European market. Monsanto advised the Commission that * * * contemplated
establishing a sorbate facility in the United States after Union Carbide
ceased producing sorbates in 1970. * * %, according to this source, dropped
these plans in 1974, * * *,

U.S. Importers

The six largest U.S. importers of sorbates are as follows:

The six importers account for over 90 percent of all sorbates imported into
the United States during 1975 through June 1978. According to Treasury files,
the Japanese producers of sorbates sold primarily to the following U.S.
sorbate importers during Treasury's investigation, from March through August
1977: '

The antidumping investigation resulted in the termination of the long-
standing trade relationship between Nippon and its licensee, Monsanto. Nippon
ceased to export sorbates to Monsanto in October 1977. After Treasury
announced in March 1978 the withholding of appraisement, Nippon ceased all
sorbate exports to the United States. * * *,

Consideration of Injury, Likelihood of Injury, or
Prevention of Establishment

Monsanto's market projections

As a part of its response to the Commission's questionnaires, Monsantd
submitted five of its studies of the sorbate market. Figures 3, 4, 5, and 6
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are excerpted from Monsanto's January 1978 market study. These figures pre-
sent Monsanto's estimates of world capacity and demand, estimates of new U.S.
markets, estimates of total U.S. markets, and estimates of Monsanto's ship-
ments for 1975 through 1985. * * *, It now appears that an additional 4
million pounds of sorbates a year will be required for use in bacon by
mid-1979.

Monsanto believes that the following competitive advantages should enable
it to become a viable and profitable sorbate producer in the United States:
Its large size and up-to-date technology enable it to produce sorbates at
great savings. Its location in the center of the world's largest sorbate
market will enable Monsanto to provide its customers with rapid service, and
timely technological assistance, and be responsive to changes in market
demands.

U.S. consumption

U.S. consumption of sorbates increased from an estimated 7.6 million
pounds in 1974 to 9.6 million pounds in 1977. Consumption in January-June
1978 was approximately 6 million pounds. Year-by-year consumption estimates
are shown in the following tabulation:

Period U.S. consumption
(1,000 pounds)

LN 7,626
1975-- ——- 5,912
1976 8,277
1977 9,559
1978 (January-June)=-~-——— 5,956

The year 1975 was the only one in which U.S. sorbate consumption failed to
grow rapidly. According to * * * and * * ¥, 1975 was a year of worldwide
shortages and relatively high prices, which may have led to some diversion to
other markets of sorbates normally shipped to the United

States. It was also a recession year in the U.S. economy, which may have
produced some softening of the U.S. demand for sorbates.

Imports accounted for all U.S. sorbate consumption between 1970, when
Union Carbide discontinued sorbate production in the United States, and June
1977, when Monsanto commenced production. According to official U.S.
Department of Commerce statistics, U.S. imports of sorbates increased from 6.2

A-10
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million pounds in 1975 to 8.4 million pounds in 1977. Table 2 shows U.S.

imports of sorbates by type and by principal source.

* * * * %
Inventories
H
* * * %* *

Inventories of other U.S. importers of sorbates also increased in this
period rising from approximately * * * million pounds in December 1975 to
* * * million in June 1978. In response to the Commission's questionnaire,

* % % reports that its inventory increased from 53,000 pounds in June 1977 to

1.2 million pounds in June 1978 because * * *, Another importer, * * %,
attributes its increase in inventories from 128,000 pounds in June 1977 to

259,000 pounds in June 1978 to poor sales results.

Table 4.--Sorbates: Inventories held by Monsanto and other major importers
as of Dec. 31, 1974-77, June 30, 1977, and June 30, 1978

(In thousands of pounds)

: As of Dec. 31-- : Juﬁz gg__

I tem (] . . . 3 . .
S 1974 D 1975 D 1976 D 1977 D 1977 [ 1978

Monsanto: : : : : : .
Imported- : 1/ *kk g *Fxk o *kk g *kE g *kk
U.S.-produced : 2/ 2/ : 2/ *hk g Tk g Tk
Total : 1/ *dk g *hk g *hk *kk 3 ik
Other major importers—---—-~----- : *k%k 3 *F% g *hE L whE g 1/ Fhek

Total, Monsanto and other : : : : s
major importers——~--—————-- 1/ : 1,958 : 2,499 : 2,117 ¢ 1/ : 3,735

1/ Not available.
2/ No U.S. production.

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

U.S. International Trade Commission.
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Table 2.--Sorbates:
sources, 1973-77, January-June 1977, and January-June 1978

A-12

U.S. imports for consumption, by types and by principal

: : . . 3 . Jan.-June--
Type and source o1973 D 1974 7 1975 . 1976 . 1977 -
oo 1977 D 1978
. Quantity (1,000 pounds)
Sorbic acid: : : : : : : :
Japan : 1,604 : 2,507 : 2,310 : 3,118 : 3,338 : 1,830 : 2,863
West Germany—————==———- : 605 ¢ 1,007 : 653 : 336 : 42 : 42 42
All other : 1: 4 2 37 0 : 0 : 0 : 5
Total s 2,210 ¢ 3,519 : 3,000 : 3,454 : 3,380 : 1,872 : 2,911
Potassium sorbate: : : : : : :
Japan : 1/ s+ 1/ '+ 2,791 : 4,670 : 5,018 : 3,037 : 1,422
West Germany : 1/« 1/ 433 : 162 : 34 11 : 122
All other : 1/ 1/ 13 : 13 6 : 0 : 15
Total : 1/« 1/ '+ 3,237 : 4,845 : 5,059 : 3,048 : 1,560
Total, sorbic acid and : : : : : :
potassium sorbate: : : : : H :
Japan ¢ 1y ¢ 1 ¢ 5,101 : 7,788 : 8,356 : 4,867 : 4,286
West Germany : 1/ ¢ I/ : 1,086 : 498 : 76 : 53 : 165
All other : 1/ : 1/ : 49 13 : 6 0 : 20
Total : 1/ : 1/ : 6,237 + 8,299 : 8,439 : 4,921 : 4,411
. Value (1,000 dollars)
Sorbic acid: : : : : : : :
Japan s 1,456 ¢ 3,147 : 3,344 : 4,322 : 4,799 : 2,596 : 4,185
West Germany-=--—====--- at 524 : 1,354 : 967 : 459 60 : 60 : 62
All other : 1: 7 : 44 ¢ 0 : 0 : 0 : 7
Total s 1,981 : 4,508 : 4,356 : 4,782 : 4,860 : 2,656 : 4,254
Potassium sorbate: : : : : : : .
Japan : 1/ :+ 1/ s 3,978 : 6,387 : 7,227 : 4,281 : 2,122
West Germany SV A VA 627 : 216 : 4b 3 15 : 184
All other VA S VA 21 18 : 9 : 0 : 22
Total : 1/ 1/ : 4,626 : 6,621 : 7,280 : 4,296 : 2,328
Total, sorbic acid and s : : : : : :
potassium sorbate: : : : : : :
Japan : 1/ : 1/ : 7,322 : 10,709 : 12,027 : 6,877 + 6,306
West Germany : I/ ¢ 1/ :+ 1,59 : 675 104 : 75 ¢ 246
All other : I/ o« T/ 65 : 18 : 9 : 0 : 30
Total : 1/ : 1/ : 8,982 : 11,140 : 12,140 : 6,593 : 6,582
f Unit value (per pound) 2/
Sorbic acid: : : : s ! : H :
Japan : $0.91 : $1.26 : $1.45 : $1.39 : $l.44 ¢ $1.42 3 $1.46
West Germany----=--==--- : .87 : 1.34: 1.48 ¢ 1,37 : 1.43: 1.43: 1.45
All other : 1.41 : 1.68 @ 1.21 : -3 -3 -2 1.49
Average : .90 : 1.28 : 1.45 ¢ 1.38 : 1.44 : 1.42 : 1.46
Potassium sorbate: : : : : : e :
Japan : 1/ : 1/ : 1.42 ¢ 1.37 @ 1.44 ¢ 1.41 : 1.50
West Germany : 1/ ¢ 1/ ¢ 1.45: 1,33 : 1.29 ¢ 1.34 : 1.49
All other : 1/ o+ I/ i 1.64 : 1,37 : 1,43 : - 1.50
Average T 1/ 1/ :  1.43 : 1.37 : 1.4 ¢ 1.41 : 1.49
1/ Not available. A-12

zy Calculated from the unrounded figures.

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

Note.--Because of rounding, figures may not add to the totals shown.
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Consideration of the Causal Relationship between LTFV Imports
and Alleged Injury or Prevention of Establishment

Market penetration of imports from Nippon and imports by
Monsanto from Nippon

Monsanto began to import Sorbates in 1972. It imported between * * *
percent and * * * percent of Nippon's exports to the United States between
1975 and 1977. Table 7 and figure 7 show Japanese exports of sorbates to the
United States and third countries, and Nippon's exports to the United States
and to Monsanto for the years 1973 through 1977.

* % %, Because of the withholding of appraisement ordered by Treasury,
Nippon discontinued exports to the United States in February 1978.

Pricing

The average unit value of U.S. shipments of sorbates increased from $1.44
a pound in 1974 to $1.76 a pound in 1975, a year of shortages. Unit values
declined to $1.66 a pound in 1976 and increased to $1.69 a pound in 1977 .
The average unit value declined $0.13 a pound from January-June 1978, when
compared with the average price in the corresponding period in 1977.
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Table 7.--Sorbates: Total Japanese exports to the United States and to third coun-—

tries, and Nippon's exports to the United States and to Monsanto, 1973-77
Ttem Po1973 ¢ o1974 P o1975 P 1976 P 1977
Japanese exports: : : : : :
To United States 1,000 pounds—-: 4,250 : 5,408 : 5,031 : 7,738 : 7,560
To third countries do : 3,494 ¢ 4,727 ¢ 4,323 : 5,262 : 7,943
Total - do=-==—- ¢ 7,745 ¢ 10,135 ¢+ 9,354 : 13,001 : 15,503
Nippon's exports: : : : : :
To United States 1,000 pounds—-: *hk g L xRk g *kdk 3 *kk
To Monsanto do : Kk 3 *kk g &% g Tk g Fokek
Nippon's share of Japanese exports to : : : : H
United States percent--: *kk 3 *%% 3 *kk g kg Yook
Exports to Monsanto as a percent of-- : : : : :
Total Japanese exports to United : : : H :
States-- = -percent—--: F*kd 3 *hk whk g kg Fekw
Total Nippon exports to United : : : : :
States -do . Kkdk 3 Xkk g Fkk s dkd o sk
Source: Derived from data submitted by counsel for Nippon.
Note.~-Because of rounding, figures may not add to the totals show.
* * * * * *
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Table 9.--Sorbates: Average unit value of U.S. shipments of U.S.-produced
and imported sorbates, by. importers and U.S. producer, 1974-77, January-

June 1977, and January-June 1978

( Per pound
. . : : }  Jan.-June
Importer/producer . 1974 ; 1975 | 1976 . 1977 . -
. ) i : 11977 © 1978
Bentley T kkk 3 k% 3 kkk 3 kkk g hwk Fedek
Gillies T Fhk 3 kkEk o Kkk g wkk p kk% ;. hkk
American Hoechst s kEk s Kk g kkk g kkk g kkk Sekk
Kanematsu -y kkk o kkk 3 kkk s Fkk o kk% kX
Mitsui ¢ kkk 3 kkk 3 kkk g kkk 3 kEkk g kK
Monsanto-- - kkk 3 kkk 3 kkk 3 kkk 3 kkk *kk
Tanabe s kkk 3 kkk 3 kkk s kkk g kkk Sedek
Toyomenka : KEkk s kkk 3 kkk g kkk g kR Fedede
Transchemic- T kkk s kEkk 2 kkk 2 kkk 2 kR% o Fedek
Universal s kkk s REkE s khk 3 kkk 3 KRkE *kk
Average, all shippers 281,44 381,76 :$1.66 :$1.69 :$1.75 & $1.62

T/ Not available.

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

Purchasers of sorbates; both distributors and consumers, reported in
response to Commission questionnaires that both the offered selling price and
the quality are the primary considerations in selecting a supplier. Other
factors, such as availability, desire to have more than one source, and speed
of delivery are of secondary importance as shown in the following tabulation:

Average rating

Criteria (1 = high; 8 = low)
Price 1.3
Quality 1.5
Availability 3.2
Desire to have more than one
source -——= 4.0
Speed of delivery 4.2
Historical source ———— 6.2
Technical assistance 6.4
"Buy American" policy 6.4 A-15
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Lost sales

Monsanto supplied the Commission with information concerning * * *
instances in which it had to lower its price or it lost sales in 1977 and 1978
because of imports from Japan. On inquiry by the Commission, purchasers did
not verify that any of these instances where Monsanto reduced its price or
lost sales was attributable to sales of sorbates produced by Nippon.

* % * has supplied the Commission with documentary evidence that it has

lost two customers whose accounts totaled over 1.3 million pounds of sorbates
a year to Monmsanto. * * %,

In his testimony at the hearing counsel for Nippon stated that in
mid-1977 Kraft Foods informed representatives of Nippon that it had decided to
purchase sorbates from Monsanto. Kraft Foods was Nippon's largest single
customer besides Monsanto.
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APPENDIX A

TREASURY DEPARTMENT'S LETTER TO THE COMMISSION
ADVISING THE COMMISSION OF ITS DETERMINATION
OF LTFV SALES FROM JAPAN



rHrrrNttALcﬂvm,m OF FTHE 1152 2'RY
v, X r{fnom 1Y 43, 20270
- P iEn
JUN 12 1978 |
v e 2(%.
: i | ! " \
Dcar Mr. Chairman: : . 18 JUN ‘3‘Ph 0“_‘.
In accordance with Section 201(a) of th Antlddmp1ng yhj
~ Act, 1921, as amended, you are hercby advis §i 1t‘sgrbate$ Qm it
from Japan are being, or are likely to be, t ' 1ess

than fair value within the meaning of the Act,

This determination excludes sorbates produced by
Chisso Puzp. and Daicel, Ltd. on the basis of no margins
and discontinues’ the investigation with respect to Ueno
Fiine Chemical Industries, Ltd. on the basis of minimal
wicgins in celation Lo total sales.

For purposes of this investigation, the term "sorbates"
neans both sorbic acid and potassium sorbate, which are
classified under item numbers 425.8720 and 426.8420 of the

Tariff SQhedules of the United States, Annotated (TSUSA).

. The U.S. Customs Service is maklng the files relative-
to this determination available to the International Trade
Comwmission under separale cover. These files are for the
Cummnission's use in connection with its investigation as
o whether an industry in the United States is being, or
is likely to be, injured by reason of the importation of
this werchandise into the United States. Since soime of
the data in these files is rcegarded by the Treasury to be
of a confidential nature, it is requested that Lhe Commission
consider all information therein contained for the use of.
the Commission only, and not to be disclosed to others
without prior clearance with the Treasury Department.

iy yours,
| //é‘;‘/ ey S
Robert H. Mundhaeim
. e e — e ST 1
The Honorable ' [Pfﬂr
Paniel Minchew i NULoR
Chaivian, U.S. International
Trade Commission
Jashinglon, D.C. 20436
o220 .
CANT e
<. 7
!"\ 1 :" ,1,
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APPENDIX B

U.S. INTERNATIONAL TRADE COMMISSION NOTICE
CONCERNING INVESTIGATION NO. AA1921-183,
SORBATES FROM JAPAN
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Federal Register
June 23, 1978

(43 F.R. 27252)

[7020-021 _
{AA1921-183)

SORBATES FROM JAPAN

: Investigution and Hearing

Having received advice from the De-
partment of the Treasury on June 13,
1978, that sorbates from Japan, with
the exception of that merchandise
produced by Chisso Corp., Daicel, Ltd.,
and Ueno Fine Chemical Industries,
Ltd., are being, or are likely to be, sold
at less than fair value, the United
States International Trade Cominmis-
sion, on June 16, 1978, instituted inves-
tization No. AA1921-183 under section
201(a) of the Antidumping Act, 1921,
as amended (19 U.S.C. 160(a)), to de-
teimine whether an industry in the
United States is being or is likely to be
injured, or is prevented frcm bheing es-
tablished, by reason of the importa-
tion of such merchandise intn the
United Sietes. For the purpose of its
determination concerning sales at less
than fair value, the Treasury Depart-
ment defined “sorbates” as scrbic acid
and potassium sorbate, wlich ace clas-
sified under item numbers 425.8720
and 426.8420, respéctively, of the
Tariff Schedules of the United States,
Annotated.

Hearing. A public hearing in connec-
tion with the investization will be held
in Washington, D.C. beginning at
10:00 a.m,, e.d.t,, on Tuesday, August
1, 1978. All persons shall have the
richt to appear by counsel or in
person, to present evidence, and to be
heard. Requests: to appcar at the
public hearing, or to intervene under
the provisicns of section 201:d) of the
Antidumping Act, 1921, shail ke filed
with the Secretary of the Cdrnmission,
in writing, not later than noon, Thurs-
day, July 27, 1978,

Issued: June 20, 1978.
By order of the Commission.

KENNETH R. Mason,
Secretary.

{FR Doc. 78-17481 Filod 6-22-78; 8:45 am}
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APPENDIX C

TREASURY DEPARTMENT NOTICES
ON SORBATES FROM JAPAN
AS PUBLISHED IN THE FEDERAL REGISTER
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Federal Register
August 23, 1977
(42 F.R. 42423)

L A-22

i

those alleged sales at less than fair value
have prevented the petitioner from pric-
ing its merchandise at 8 level sufficient
to realize an adequate return on its in-
vestment. - . ‘ .

" Having conducted a :ummary investi-

Fagatxon as required by §153.29 of the.

_Customs Regulations (19 CFR 153.29) -

- and having determined that there are

-grounds for doing so, the United States

Customs Service 1s instituting an inquiry

- to yerify the information submitted and

Office of the Secretary
SORBATES FROM JAPAN
- Antidumping Proceeding

AGENCY: United States Treasury De-
partment. e

ACTION: Initiation of Antidumping In-
vestigation. . . '

SUMMARY: This notice is to advise
, the public that a retition in proper form
has been received and an antidumping
investigation is being initiated for the
purpose of determining whether or not
imports of sorbates (sorbic acid and po-
" tassium sorbate) from Japan are being,
“or are likely to be, sold at less than fair

‘value within the meaning of the Anti~- - -

dumping Act of 1921, as amended. Sales
at less than fair value generally occur

when the prices of merchandise sold for- '

exportation to the United States are
less thz_m the prices in the home market.

EFFECTIVE DATE: August 23, 1977.

FOR FURTHER INFORMATION CON-
TACT: :

Edward F. Haley, Duty Assessment Di-
vision, Technical Branch, 1301 Consti-
tution Avenue NW., Washington, D.C.
20229 (202-566-5492) .

SUPPLEMENTARY INFORMATION:
On July 18, information was received
in proper form pursuant to § 153.26 and .
§ 153.27, Customs Regulations (19 CFR
153.26 and 153.27), from counsel acting

|

on behalf of the Monsanto Company, &

domestic producer of the subject merch-

andise, indicating a possibility that sor- !

bates from Japan are being, or are likely
to be, sold at less than fair value within

the meaning of the Antidumping Act, P

t

1]
b
P
i

1921, as amended (19 U.8.C. 160 et seq.). '

For purposes of this notice, the term
“sorbates” means sorbic acid and potas-
. sfum sorbate, which are classified under
item numbers 425.8720 and 426.8420, re-
spectively, of the Tar#ff Schedulcs of the
United States, Annotated. .

There is evidence on record concern-

ing injury to, or likelihood of injury to, or

prevention of establishment of an indus- °

try in the United States. This evidence .
indicates that imports of sorbates from

Japan have increased their share of the

United States market In recent. years as -
a result of possible sales at less than fair |
.vajue, Furthermore, it 'appears " that

.

A

to obtain the facts necessary to enable
the Secretary of the Treasury to reach

.~ a determination as to the fact or likeli~
, hood of sales at less than falr value.

A summary of information from all
sources Is as follows: - -

The information received tends to in-
dicate that the prices of merchandise
sold for exportation to the United States
are less than the prices for home con=
sumption. S

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

ROBERT H. MUNDHEIM,
General Counse; of the Treasury. °

Avugusr 17, 19717,

[FR Doc.77-24331 Filed 8-22-77;8:45 am]
Federal Register .,
March 2, 1978

(43 F.R. 8681)

‘ [4810-22)

Office cf the Secretary -
SORMATES FROM JAPAN

Anti:luriping Notice of Withholding of Arpral-

sement and Tentolive Exclusion from Invasti-
galtion o

AGENCY: U.S, Treasury Departmerit.

ACTION: Withhelding of Apprhise.
ment and Tentative Exclusion from
Investigation,

SUMMARY: This notice is to advise
the public that there are reasonable
grounds to believe or suspect that

there are sales of sorbic acid and po- .

tassium sorbate—collectively referred
to as “sorbates”—form Japan to the

.~ United States at less than fair value :
. within the meaning of the Antidump- .
" ing Act, 1921, with the exception of :

s

that produced by Chisso Corp. and :
Daicel, Ltd. Sales at less than fair '

¥

value generally ocour when the pons
of merchandise sold for exportagion to
the Unlted States is less than the pricy .
of such or similar merchandlse sokd At
the home market or to third countsies, |
Appraizer .ent for the purpose of de-
termining the proper duties applicablp.:
to entries of this merchandise wili ba '
suspended’ for 6 months, except exe
tries of that merchandise preduced by |
Chisso and. Daicel. Interested persons

are invitedgp comment on this action :
not later than April 3, 1978. Ko

EFFECTIVE DATE: March 2, 1978.

FOR FURTHER INFORMATION |
CONTACT:

Edward F. Haley, Duty Assessment
" Division, U.S. Customs Service, 1801}
Constitution Avenue NW., Washing- |
ton, D.C. 20229, 202-566-5492, . - ¢

SUPPLEMENTARY INFORMATION: |
On July 18, 1977, information was re- '
ceived in proper férm pursuant to;
§§ 153.26 and 153.27, Customs Regula-
tions (19 CFR 153.26 and 153.27), {rom:
counsel acting on behalf of the Man-

.santo _Co,, St. Louis, Mo., indicating,
that sorbic acid and potassium sorbate

from Japan are being, or are likely to
be, sold at less than fair value within
the meaning of the Antidumping Act.
1921, as amended (19 U.S:C. 160 et
seq.) (referred to in this notice as “the
Act”). On the basis of this information
and subsequent preliminary Investiga-
tion by the Customs Service, an “Anti-
‘dumping Proceeding Notice” was pub-
lished in the FEDERAL REGISTER _gt_
August 23, 1977 (42 FR 42423-4). . .
For purposes of this notice, the term
“sorbates” includes both sorbic acid
and potassium sorbate. Sorbates are
chemical compounds in white powder
form used as anti-microbial food pre-:
servatives, and classifiable under item/
numbers 425.8720 (sorbic acld) and
426.8420 (potassium sorbate) of the
Tariff Schedules of the United States;
Annotated. P

TENTATIVE DPTERMINATION OF SALES AT
Lrss THaN FAIR VALUE Lot

On the basls of information: devel-,
oped in Customs investization and for
thie reasons rioted below, pursuant to
section 201(b) of the Act (19 U.S.C.
160(b)), I herceby determine that there
are reasonalle grounds to believe or
suspect that the purchase price of sor-
bates from Japan, except that pro-
duced by Chisso Corp. and Dalcel,"
Ltd., is less than the falr value, and
thereby the foreign market value, of
such or similar merchandise. i 1

STATEMENT oF REASONS ON WHicH THIS

- F Dmmnma;xox Is BASED | v

The reasons and bases for the above.

tentative determination arems follgws:|
o

TRt




(a) Scope of the inveshgatxon. Four manu-
" facturers—Ueno Fine Chemical Industries,
Ltd.; Nippon Synthetic Chemical Industry
Co., Ltd.; Chisso Corp.; and Daicel, Ltd.—ac-
‘ counted for virtually all of the sorbates :
- from Japan which were sold for export to '
_the United States during the period of in-
vestigation (approximately 4 millicn pounds
valued at about $5.5 million). Therefore, the -
investigation was limited to these i‘ourmm
ufacturers.

(b) Basis of comparison. For the purpose
of this tentative determination, the proper
basis of comparison appears to be between
purchase price and the adjusted home
market price of such or shnllar merchan-
dise. Purchase price, as defined in section -
203 of the Act (19 U.S.C. 162), was used

- since all export sales by the four companies
. appear to have been made to non-related
. customers in the United States. Home
 market prices, as defined in section 153.3,
’ Customs Regulations (19 CFR 153.2(b)),
were used for fair value purposes since such
or similar merchandise appears to have
been sold in the home market in sufficient
_ quantities to provide a basis for comparison.
In accordance with scction 153.31(b), Cus-
toms Regulations (19 CFR 153.31(b)), pric-
4ng information was obtalned concerning
_export_and appropriate home market sales
" of sorbates during the period M&rch~4uzust
L 1977, § I

(¢c) Purchase price. For the purposes of
this tentative determination, since all of the
merchandise was purchased or agreed to be
purchased, prior to the time of exportation,
by the person by whom or for whose ac-

{ count the merchandise was imported, within
, the meaning of section 203 of the Act, pur-
chase price has been calculated on the basis
of the c.Lf. price to a single U.S. customer in
one instance and the price to trading com--
panies for export to the United States in

x
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other instances. Deductions have been made -

for Japanese inland freight, export charges,
ocean freight, and marine lnsura.nce, where
. applicable.
* (d) Home market price. For the purposes
.of this tentative determination, home

“market prices have been calculated on the

basis of the weighted-average price or the
preponderant price during the pericd of -
vestigation to distributors. Deductions were
made for inland f{relzht and handling
charges, where applicable. Adjustments
were made for direct advertising, sclling ex-
penses and commissions, rebates, differ-

- ences In packing and credit costs, technical
and servicing costs, and the cost of returned
products, as appropriate.

(e) Result of fair value comparisons. Using
the above criteria, preliminary analysls sug-
gests that in certain instances the purchase
price probably will be lower than the home
market price of such or similar merchan-
dise. Comparisons were made on approxi-
m#ately 86 percent of the sorbates sold for
exportation to the United States during the
period of Investigation. Margins were tenta-
tively found on sales made by Nippon and
Ueno. With respect to Nippon, the margins

ranged from 0.2 to 20.2 perccnt and the
weighted-average margin was 7.0 percent on
¥ AGENCY: United States Treasury De-

- and the weighted-average margin was 1.7 .. , ’
ACTION: Determination of sales at :

.+ those sales compared. With respect to Ueno,
" the margins ranged from 1.4 to 4.0 percent

- percent on those sales compared. No mar-
’ xins were found with respect to any sales by
” Chisso or Daicel, of which 87 percent and
100 percent of total 1 sales, respectively, were
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examined during the investigatory period.
Accordingly, Customs officers are being

* - directed to withhold appralsement of sor-
bates from Japan, except that produced by .

‘Chisso and Dalcel, in accordance with sec-

. tion 153.48, Customs Reguiations (19 CFR,

153.48),

In accordance with §§153.40(a) and
153.40(b) Customs Regulations (19
CFR 153.40(a), 153.40(b)), Interested
persons may present written views or
arguments, or request in writing that

" the Secretary of the Treasury afford
an opportunity to present oral views.

Any written request that the Secre-

. tary of the Treasury afford an oppor-
tunity to present oral views should be
addressed to the Commissioner of Cus-
toms, 1301 Constitution Avenue NW.,,

' Washington, D.C. 20229, in time to be
'received by his office not later than

* March 13, 1978. Such requests must be :
accompanied by a statement outlining .

" the issues to be discussed. .
~ 'Any written views or arguments
should likewise be addressed to the
Commissioner of Customs in time to
be received by his office not later than
April 3, 1978. -

. This notice, which is published pur-
suant to §153.35(b), Customs Regula-

- tions (19 CFR 153.35(b)), shall become

- effective March 2, 1978. It shall cease .

to be effective at the expiration of six

months from the date of this publica-

tion, unle_ss previously revoked.

: ROBERT H. MUNDHEIM,
General Counsel of the Treasury.

FEBRUARY 24 1978,

" LFR Doc. 78-5474 Filed 3-1-78; 8:45 am]
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Federal Register

June 16, 1978
(43 F.R. 26175)

[4810-22] - ,
Office of the Secrotary
. SORBATES FROM JAPAN

" Antidumping Determinction cf Sales of less
"t Than Fair Value; Exclusion From and Final
Discontinuance of Investigatisn

: partment. - . v

less than falr-value; exclusion from
ataind final discontinuance of investiga.-
on. T

SUMMARY: This notice is to advi:
. the public that an antidumping Inve
tigation has resulted in a determin:
- tion that certain imports of sorbic aci
and potassium sorbate—collectively r
- ferred to as “sorbates”—from rJapa
are being sold at less than fair valu
This case is being referred . to.{th
“United States International“ Trad
Commission for a determinatio
whether the sales made at less tha
fair value have caused or are likely t
cause injury to an industry in th
United States. &,

EFFECTIVE DATE: June 186, 1978.

FOR FURTHER INFORMATIO]
CONTACT:

Richard Rimlinger, U.S. Custom

;1. Service, Office of Operations, Dut

~.-Assessment ° Division, Technlics
Branch, 1301 Constitution Avenu
NwW., Washington. D.C. 20229, tele
""phone 202-566-5492. - e TER

' SUPPLEMENTARY INFORMATIOI\
On July 18, 1971, information was re
celved in proper form pursuant to sec
tions 153.26 and 153.27, Customs Reg
ulations (19 CFR 153.26 and 153.27;
from counsel acting on behalf of th
‘Monsanto Co., St. Louis, Mo., indlcat
ing that sorbic acid and potassium sor
bate from Japan are being, or| ar
likely to be, sold at less than fair valu
within the meaning of the Antidump
ing Act, 1921, as amended (19 U,S.C
160 et seq.) (referred to in this notict
as “the Act”). On the basis of this in
formation and subsequent preliminar)
‘Investigation by the Customs Service
an “Antidumping Proceeding Notice
was published in the FEDERAL Rwﬁ?ﬂ
of August 23, 1977 (42 FR 42423-4).
A EWithholding of - Appralsemen
Notice and Tentative Exclusiog roxr

Antidumping Investigation” wao pub-

- lished In the FeperaL Rmrsm -of

March 2, 1978 (43 FR 8581).

For purposes of this notice, the term
“sorbates” Includes both sorble acid
and potassium sorbate. Sorbates * ‘are
chemical compounds in white powder
form used as anti-microbial food pre-

" servatlves, and classifiable under item

numbers 425.8720 (sorbic acid) and
426.8420 (potassium sorbate) of ‘the
Tariff Schedules of the Umtéd States.
Anpotated, ) §

Ds.'mm\umnon OF SALES AT Lx-:ss me
FAIR VALUE . F 0

" On the basis of information devel-

- oped In Customs’ investigation and for

the reasons noted below, pursuant to
section 201(b) of the Act (19 U.S.C.
160(b)), I hereby determine that sor-
bates from Japan, except that pro-
duced by._Chisso. Dadicel, 1td.,
and Uero~Rine~ cal Industries,

" Ltd., aré being, or are likely to be, sold
at less than the fair value of sucb, or
vysimilar merchandise. In the case' of



sorbates produced by Chisso and

Dalcel, I hereby exclude such mer-

chandise from this determlnation. In
the case of such merchandise pro-
duced Ly Ueno, I hercby discontinue
the antidumping investigation.

STATEMENT OF REASONS ON WHICH THIS
' DETERMINATION IS BASED

The reasons and bascs for the above
determination arc as follows:

a. Scope of the Investigaiion. I'our
manufacturers—Ueno Fine Chemical
Industries, Ltd., Nippon Synthetic
Chemical Industcy Co., Ltd., Chisso
Corp.; and Daicel, Ltd.—accounted for
virtually all of the sorbates from
Japan which were sold for export to
the United States during the period of

investigation (approximately 4 million ;

pounds valued at about $5.5 million), |
. market sales and sales for export to
. the United States and were also made

Therefore, the investigation was limit-
ed to thcse four manufacturers.

b. Basis of Comparison. For the pur-
pose of considering whether the mer-
chandise in question is being, or is
likely to be, sold at less than fair value
within the neaning of the Act, the
proper bacis of comnarison Is between
purchase price and the adjusted home
market price of such or similar mer-
chandise.

Purchase price, as defined {n scction
203 of the Act (19 U.3.C. 162), was
used since all export sales by the four

companies were made to non-related :

customers in the United States, Heme
market price, as defined in section

merchandise was scld in the lome’
market in sufficient quantities to pro-
vide a basis for comparison. .

* In accordance with scetion 153.31(b),
Customs Regulations . (19 CFR
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freight and handling charges, where
applicable. Adjustments were made for
direct advertising, selling expenses and
commissions, rebates, technical and
servicing costs, the cost of returned

“products, after sale inventory costs .

and differences in packing, credit and

inspection costs, as appropriate.

Adjustments for direct advertising, .

selling expenses and commissions, re-
bates, technical and scrvicing costs,

_the cost of returned products and

after ‘sale inventory costs werc based
on actual costs incurred in the home
market and were directly related to

the sales under consideration, in ac-

cordance with section 153.10, Customs

Regulations (19 CFR 153.10).

Adjustments for packing, credit and

f Inspection costs relate to the differ-

ence in those costs between home

in accordance with section 153.10, Cus-

. toms Regulations (19 CFR 153.10).

Certain claims made by the Japa-

nese manufacturers for adjustments to
the home market price were not al-
lowed. Ueno made claims for a prora-
tion of salesmen’s salaries allegedly in-

- curred on behalf of home market dis-

tributors and for cost savings attribut-
able to differences in quantities sold in
the two markets. Concerning sales-
men’s salaries, it has been Treasury’s
practice not to allow expenses which

" are overhead in nature and vhich
¢ " would have been Incurred regardless
153.2, Customs Regulations (19 CFR
153.2), was used since such or similar .

153.31(b)), pricing information was ob-"

tained concerning export and appro-

priate home maiket tules of sorbdtes
dmhxg the period March-August 1977,

c. Purchase Price. For the purposes
-of th‘ls determination, since all of the
merchandise was purchased or agreed

to be purchased, prior to the time of i

exportation, by the perscn by whom
or for whose account the merchandise

e <

was imported, within the meaning of -
section 203 of the Act, purchase price

-has been calculated on the basis of the
c.i.f. price to a single U.S. customer in
one instance and the price to trading
companies for export to the United
States In other instances. Deductions
have been made for Japanese inland
freight, export charges, ocean freight,

of whether there had been sales of the
merchandise under consideraticn. Fur-
thermore, Ueno did not adcquately
substantiate ils allocation of those cal-
aries to particular sales of sorbates.
With respect to Ueno’s claima for cost

_savings attributable to differences in

quantities sold, Ueno failed to ade-
quately docunient its claim; moreover,

Ueno's prices in the home market did

not appear to vary in relation to dif- -

ferences in quantities, as contemplated
by section 153.9, Customs Regulations
(19 CFR 153.9). Ueno also contended
that the home market price should
have been calculated on the basis of
weighted average over the entire six-
month period investigated, instead of
monthly weighted averages, on, the
grounds that certain expenses'deéuct,-
ed from the home market price by
Customs were deducted only in the
months such expenses were paid. Ueno
argues such expenses were actually in-

. curred on a continuous basis through-.

marine Insurance, and U.S. inland :

freight, where applicable.

d. Home Market Frice. For the pur-
pose of this determination, the home
market price has been calculated on

or the preponderant price during the °

perlod of investigation to distributors.
Deductions_ were _made for inland

 more,
' home market prices for as limited a
period as possible is preferred in order

the basis of the weighted-average price bo pvold distortlons in comparlsons.

out the six-month period. However,
the information supplied by Ueno does
not support its argument and further-
the use of welghted-average

with individual export prices. .
Chisso, Dalcel and Nippon all made
claims for an adjustment for a diffcr-

.ence in “level of trade” based upon dif-

ferences in quantities sold in the two
markets, However, the information
provided by those companies does not
establish that prices in the home

- market varied as a result of differ-

ences in quantities. The companies’
selling prices in the home market did
not, to any extent, follow the pricing
schedule purported to be followed on
sales to the United States under which
a8 “premiumn” was allegedly charged

"for shipments smaller than standard.

Accordingly, that claim -was
lowed.

e. Result of Fair Value Coinparisons.
Using the above criteria, the purchase
price was found to be lower than the
home market price of such or similar

not al-

~ merchandise in certain instances,

Comparisons were made on approxi-
mately 90 percent of the sorbates sold
for exporation to the United States

. during the period of investigation.

Margins were found on sales made by

" Nippon and Ueno. With respect to

S

. meaning of the Act.

Nippon, the margins ranged from 4.0
to 14.8 percent on 58 percent of the
sales compared, with the weighted-
average margin being 5.6 percent,
based on all sales compared. With re-
spect to Ueno, margins ranged from
1.1 to 1.4 percent on 13 percent of the
sales compared, with the weighted-
average margin, based on all sales
compared, being 0.2 percent. No mar-
gins were found with respect to any
sales by Chisso or Dalcel, of which 87
percent and 100 percent of total sales,
respectively, were examined during
the investigatory period. Sales by
Chisso aiad Dalcel have therefore been
excluded frcm the determination of
sales at less than fair value. -
In the case of Ueno, the welghted-
average margin is considered to be
mininial in relation to the total
volume of sales. In addition, formal as-
surances have been received from that
produter that it would make no future
sales at less than fair value within the
"The Sccretary has provided an op-
portunity to known intercstcd persons

" to present written and oral views pur-

suant to § 153.40, Customs Regulations

- uas CFRR 153.40), -

The U.S. International Trade Com-
missica is being advised of this deter-
minaticn. co

The order to withhold appraisement
on the subject merchandise from
Japan, cited above and published in
the FroeraL RreGISTFR on March 2,
1978 (43 FR 8081), is hereby terminat-
ed with respact to Ueno Fine Chemical
Industries, Ltd., effective upon publi-
cation of this notice. A
. This determination is being pub-

- lished pursuant to section 20 ,(‘d)_égf

the Act (19 U.S.C. 160(d)). * _ | ¢ % .
‘Dated: June 12, 1978, A-24 -1

ROBERT H. MUNDHEIM,
General Counsel of the Treasury..

(IR Dot. 7816748 Filed 6-15-18; 8:45 am]







