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Good morning. For the record, this is Chuck Anderson from Capital Trade. This 

is my fourth time testifying before the Commission on citric acid, and I can say 

with a great deal of confidence that not much has changed in the industry and 

market, except the countries from which dumped and subsidized merchandise are 

being imported. 

Let me start by summarizing what others have already said about the subject of this 

investigation. Citric acid is the poster child for a commodity good. As is evident 

from Slide 1, where the font size represents relative significance, for the most part, 

citric is sold in one grade, in one form, and in two types of packing. Once a 

producer's citric acid has received food grade certifications, the product can be 

purchased for virtually every end use, by almost every U.S. customer. As the 

Commission found in the recent sunset case involving citric acid from Canada and 

China, there is no branding, or product differentiation strategy that might give one 

citric acid producer a non-price edge over its competitors. The product is storable 

for multiple years, and can be shipped in bulk across oceans and continents fairly 

cheaply. Thus, the only way to sell citric acid in an oversupplied market is to 

lower price. 
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Turning to the supply aspects of conditions of competition. Slides 2 through 4 are 

aerial photos of the citric plants of the three U.S. producers. First (Slide 2) is 

ADM in Southport, North Carolina. The next photo (Slide 3) shows the Cargill 

plant in Eddyville Iowa, which includes a corn processing plants, which produces 

dextrose, and the citric acid production facility, as well as some other downstream 

plants. Slide 4 is the Tate & Lyle plant in Dayton, Ohio. As these photos would 

suggest, a modern citric acid plant is a major capital investment. Today, a 

greenfield plant in the United States would cost well in excess of $100 million. 

Not only does it cost a lot of money set up a citric plant, these plants are also 

extremely difficult to operate. Citric is produced through a highly finicky bio-

fermentation process. Each producer has its own in-house bred organism that is 

designed to achieve optimum yields in its own plant using its particular type of 

substrate. Environmental conditions in fermentation - temperature, pressure, pH, 

sterility - must be strictly controlled. It takes a lot of know-how to run a citric 

acid plant at consistently high yields. For these reasons, outside of China, there are 

very few citric acid producers worldwide. 

Citric acid is made in a continuous process of fermentation, extraction, 

purification, and packing. The plants are designed to operate only one way: 24/7. 

In fact, shutting down a plant results in substantial losses. Not only do you lose all 

of the citric work in process, it is also expensive to re-start production. Al l of the 
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holding tanks and lines have to be flushed and sterilized. And it takes a while to 

bring back an idled plant fully on-line. 

With respect to demand, there are two principal channels of distribution. Citric 

producers sell a majority of their output directly to end users, but they also sell 

product to specialty and general food and industrial products distributors. As I 

will explain in a moment, however, these two channels are linked in a number of 

ways. 

Another important element of demand is that the U.S. market is dominated by a 

few large purchasers: the major soft drinks manufacturers, detergent producers, 

general food companies, and large multinational general chemical distributors. Al l 

of these customers purchase on contract, which typically extend one year or more. 

Usually, these major contracts are all under negotiation simultaneously, in the fall 

and early winter, for the following year's shipments. These contracts (hopefully) 

fix prices, but quantities, while specified, in practice are not fixed. 

Al l of these purchasers are extremely sophisticated and know well the dynamics of 

the domestic and global citric markets. Some of them purchase citric from 

producers of subject imports in other markets. I f not, they certainly are well aware 

of citric export prices to other markets, as well as the current state of the spot 

market in the United States. Moreover, major U.S. producers also will make some 
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spot market purchases, so they are well aware of subject import availability and 

prices. 

Contract sales to distributors are also connected to the spot market, through the 

mechanism of manufacturer price supports. That is, i f a U.S. distributor that is a 

contract customer of a U.S. producer finds itself competing with imports in the 

resale market, the U.S. contract customer may request special price concessions 

from the U.S. producer in order to win the sale from the ultimate end user. This is 

how fixed price contracts become unfixed. So, in a number of different ways, the 

spot and contract markets are linked. 

Demand for citric in the United States has basically been flat for several years. As 

is shown in Slide 5, the biggest component of demand is beverages. Soft drinks 

consumption, as Slide 6 illustrates, has been declining for a number of years now, 

as the population ages and as consumers turn more towards bottled water and other 

alternative drinks. While high oil prices in mid to late 2000s led to a small spike in 

demand for citric used in fracking, with crude now selling at under $50 per barrel, 

this market has cooled in the past few years. The lack of growing market 

opportunities leave U.S. producers especially vulnerable to injury from dumped 

and subsidized imports. 



Globally, the market clearly is oversupplied. According to the definitive CEH 

study, in 2015, China alone represented over 60 percent of total citric acid 

production capacity; but only 11 percent of global consumption. With few large 

buyers and few large sellers, and plants that must operate 24/7 to survive, this 

overcapacity shifts pricing power decidedly in favor of the buyers. 

The last point I would like to make with respect to demand is that it is fairly 

inelastic. As the Commission has found in past cases, citric acid constitutes a very 

small percentage of the total cost of the finished products in which it is used. 

Moreover, citric has no close substitutes. Consequently, the only way to increase 

total demand is to lower prices significantly. 

With those conditions of competition in mind, let's now turn to the role of subject 

imports. Citric acid from Thailand, Colombia and Belgium has been coming in in 

increasing volumes over the past three years. Having started from virtually 

nothing after the imposition of orders on Canada and China, imports from subject 

countries now account for almost a quarter of U.S. consumption. As is clear from 

Slide 7, price has been the driving factor for these substantial gains in import 

volumes and market share. Thailand has become a platform for Chinese citric 

producers, who have been unable to re-enter the U.S. market with their Chinese 

product at fairly traded prices. Two of the Thai plants - Sunshine Biotech and 

COFCO Thailand - were started by, and are presumably still owned by, COFCO, 
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formerly BBCA, the giant state-owned agro-processing conglomerate and one of 

the largest citric acid producers in China. COFCO have refused to cooperate with 

the U.S. Department of Commerce's initial antidumping investigation, and has 

been shut out of the U.S. market by virtue of high, adverse facts available AD and 

countervailing duties. We believe that Chinese money is also behind the third Thai 

export-oriented plant, Niran. In fact, the core of the Niran production facility in 

Rayong, Thailand, was the old DSM Wuxi citric acid plant, which was 

disassembled and shipped to Thailand. Since allegedly starting production in 

2011, this plant has been shut down over extended periods, and may have been 

used as a front for Chinese producer evasion of U.S. antidumping duties. 

Chinese excess capacity is also a factor in the increasing volumes coming from 

Colombia and Belgium. As is shown in Slide 8, Chinese producers have exported 

large quantities to these two countries, thereby spoiling these markets for the local 

producers. As a result, Sucroal and Citrique Beige have been opportunistically 

seeking volume in the United States. Sucroal, in particular, began to lower prices 

and ramp up exports dramatically after its relationship with Tate & Lyle expired. 

Of course, as is usually the case with over-supplied commodities, the surge in 

imports has depressed U.S. prices, and shifted volume from U.S. producers to 

subject imports. The graph now in front of you (Slide 9) shows the relationship of 

U.S. producer operating profits and subject import volume. As you can see, there 



is a clear inverse relationship between the two. Imports from Thailand, Colombia 

and Belgium started coming in not long after orders against China and Canada 

were imposed. And as imports from Thailand, Colombia, and Belgium have 

increased, U.S profits have declined. 

The injury being felt by the U.S. industry is both price-based and volume-based. 

Average U.S. prices have declined dramatically in the POL Large contract 

customers have repeatedly invoked the lower import prices in their attempts to 

jawbone down prices of the U.S. producers. As is evident from the U.S. 

producers' questionnaire responses, U.S. AUVs for citric acid have fallen faster the 

cost of goods sold, resulting in price suppression and a classic price/cost squeeze. 

With respect to volume, the U.S. producers have shown some declines, 

notwithstanding the fact that plants must run 24/7. As documented in the petition, 

U.S. producers have also experienced lost sales.. Given, as is shown in Slide 10, 

their dependency on exports, i f left unchecked, producers in Thailand, Colombia, 

and Belgium will continue to use the United States - the world's largest import 

market - as their dumping ground. 

Finally, a few words about impact. Adverse price effects and adverse volume 

effects have translated into the following indicia of injury: 

• A decline in U.S. commercial shipments and sales 
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• A major drop in average U.S. prices. 

• A serious deterioration in operating profits, 

• An increase in the ratios of COGS to Sales Revenues 

No non-subject import factor can explain these declines. The U.S. producers have 

been operating at near full capacity during the POL U.S. demand, while soft, 

remained well above total U.S. production. The market share of non-subject 

imports during this period has remained stable. The three U.S. producers are 

competing for the same large contracts, and under similar market conditions, that 

prevailed prior to the POI, yet their operating performance has deteriorated 

significantly. In short, this is a textbook causation case. The data clearly shows 

that subject imports have been a material cause of declining U.S. prices and 

volumes, and reduction in operating profits. 

Thank you. I wil l now turn it over to Steve Jones. 
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