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April 8, 2019

Office of the Secretary

U.S. International Trade Commission
500 E Street SW

Washington, D.C. 20436
Investigation No. 332-565

RE: SOCMA Testimony for Hearing on the American Manufacturing Competitiveness
Act: Effects of Temporary Duty Suspensions and Reductions on the U.S. Economy

Dear U.S. International Trade Commission:
Thank you for the opportunity to testify this morning on the American Manufacturing
Competitiveness Act: Effects of Temporary Duty Suspensions and Reductions on the U.S.

Economy.

My name is Matthew Moedritzer and I manage legal and government relations for the Society of
Chemical Manufacturers & Affiliates (SOCMA).

SOCMA is the only U.S.-based trade association solely dedicated to the specialty and fine
chemical industry. SOCMA members play an indispensable role in the global chemical supply
chain, providing specialty chemicals to companies in markets ranging from aerospace and
electronics to pharmaceuticals and agriculture.
Our three goals this morning are to
1. Emphasize the significant benefits of the MTB to the specialty chemical industry;
2. Provide an example case study that will hopefully shed light unto why temporary
relief and need to time the perennial MTB petition window is less than optimal for

innovative sectors like specialty chemical manufacturing; and

3. Facilitate permanent duty suspensions and reductions via a “Duty-Free Chemicals
Appendix” to the U.S. Harmonized Tariff Schedule.
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1. Benefits of Temporary Duty Suspensions and Reductions to the Specialty Chemical
Industry

SOCMA supports the American Manufacturing Competitiveness Act (AMCA) and
Miscellaneous Tariff Bills (MTB), which allow manufacturers to petition for the removal of
tariffs on essential goods not domestically available. U.S. specialty chemical manufacturing is a
value-added industry in which domestic manufacturers must import chemicals they then use to
manufacture and innovate new chemicals. To reiterate Mr. Brzytwa’s point, chemicals make up
56% of total savings from MTB — roughly $556 million. Quite often, these sources of products
covered by MTB also offer similar finished products into the market and so SOCMA members
are forced to compete with their intermediate suppliers in the domestic market as well as export
markets, especially NAFTA where neither it nor the USMCA allows for duty drawback. Any
level of tariff collected in such an instance places U.S.-based production at a sever disadvantage.
Elimination of such duties, therefore, is critical for the specialty chemical industry.

Nation Ford, for example, as Mrs. DiDomenico explained, perfectly demonstrates why the MTB
and the Commission’s work is so important for domestic manufacturers and for the performance
of technologies that improve societal well-being.

2. SOCMA Member Case Study

In 2014, a company moved production from Europe to the U.S. to better supply the local
manufacturing base through a tolling arrangement. Because of the expansion of the U.S market,
the company in 2017 decided to invest in their own domestic capability in support of the
anticipated boom in new Polyolefin Resin plants in the U.S, which the company supplies with
UV stabilizers. This decision was approved after the last window for MTB submissions in 2016,
not allowing this manufacturer to benefit from tariff relief for a critical ingredient of their new
product. This has the impact of capping the investment size in U.S. production. Had the company
been able to avail itself of the MTB, it would strengthen the ability to invest in additional
capacity in the U.S. by improving return on investment, as well as creating jobs and growth in
the community and increased revenues to the government through taxation.

In essence, the existing temporary duty suspension process, while extremely helpful, is not
always predictable and more importantly, also caps the maximum level of savings for an
individual product at $500,000/year. The process suggested below seeks to eliminate both of
these issues. And, while I will not read the proposed legislative language this morning (for
purposes of time management), I will briefly describe the proposal. In any event, this language
can be found in the pre-hearing submission, as well on pages 4-6 of document before you today.

Which brings me to our final section...
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3. Enable permanent duty suspensions and reductions by modifying the name of the
“Intermediate Chemicals for Dyes Appendix” to the “Duty-Free Chemicals
Appendix”.

The duty suspension process presents great opportunities for enhanced competitiveness. The key
to permanent relief, is targeting products that the U.S. economy needs to prosper, while at the
same time not diluting the U.S. Trade Representative’s (USTR) leverage in the international
forum.

Since most 6- and 8-digit tariff lines are basket categories, permanent duty suspension cannot be
made through the tariff schedules themselves as doing so would adversely affect too many other
U.S. interests contained in the tariff lines. Thus, the below language seeks to enable permanent
reductions and suspensions for appropriate products through vehicles that already exist.

When the Uruguay Round Trade Agreement was finalized, President Clinton sent a message to
Congress dated September 27, 1994 that contained the details of the Agreement. Included in this
document were two major new annexes to the U.S. tariff schedules — the Pharmaceutical
Appendix and the Dyes Intermediate Appendix. The Pharmaceutical Appendix for example, has
been vitally important for the health of the Pharmaceutical industry, which includes an
international process to update the appendix every three years.

By modifying name of the “Intermediate Chemicals for Dyes Appendix” to the “Duty-Free
Chemicals Appendix” (and allowing for regular updates in a manner that satisfies the letter and
spirit of the AMCA’’s transparent and rigorous vetting process), the goal of qualifying specific
and significant amounts of MTB-eligible products for permanent duty suspensions is in sight.
Competitors in the European Union, for example, have had a similar program in place for
decades and so such upgrades would put U.S. producers on a level playing field.

We realize there are many considerations to be made in enabling the goal and this
aforementioned process is by no means the only means to that end. We hope to assist the
Commission in preparation of their report as mandated by Section 4 of the AMCA and hope to
advance the dialogue as to how industry can assist in equipping American manufacturers with
the best tools available to globally compete while not supplanting or replacing any domestically
available product lines.

I welcome your questions and if unable to sufficiently clarify or answer, I thank you for your
patience in allowing me to take questions back to some of the well-informed individuals that

assisted me in the development this proposal, and follow up in a post-hearing submission.

Thank you again for your consideration, and thank you also for your thorough and underlying
analysis of the MTB process throughout past decades.

Respectfully submitted,

/S/ Matthew Moedritzer, Esq.
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Manager, Legal and Government Relations

Society of Chemical Manufacturers & Affiliates (SOCMA)
1400 Crystal Drive, Suite 630

Arlington, VA 22202

Draft Legislative Language for Proposed Duty-Free Chemicals Appendix

Section 1. Short Title.
This Act may be cited as
Sec. 2. Findings.
Congress makes the following findings:

The Intermediate Chemicals for Dyes Appendix to the Harmonized Tariff Schedule was
added to the Tariff of the United States in 1994.

The purpose of such appendix was to improve the competitiveness of producers of such
in the United States.

It was recognized in 1994 that such producers were endangered by foreign competition.

It is now recognized that such appendix needs to be updated to reflect current
circumstances. Now it is proposed to expand this appendix to include all chemicals.

Sec. 3. Update to Chemicals Appendix.

Notwithstanding any other provision of law, within 30 days of the date of enactment of this
Act, the United States Commission on International Trade shall add an “L” to the Special
Rate of Duty Column for each line item in the Harmonized Tariff Schedule in Chapters 28
through 39.

Sec. 4. Procedure for Future Updates of Duty-Free Chemicals Appendix.

(a) In general.—For the purpose of keeping the Duty-Free Chemicals Appendix current, any

domestic consumer of an eligible chemical may petition the United States International Trade
Commission to include new eligible chemicals in the appendix. Such a petition may be filed

annually in the month of February and shall include an affidavit that such eligible chemical is
not available from a domestic producer.

(b) Review by Commission.—The Commission shall use its best efforts to certify within 180

days after receipt of a petition that an eligible chemical or functional equivalent is not
available from any domestic producer. Ifiit is certified that no domestic producer of an
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eligible chemical exists, the Commission shall include such chemical on the list of additions
in the report described in paragraph (c).

(c) Congressional Review.—

(1) Commission report to Congress. Before a certification described in paragraph (b) can
take effect, the Commission shall submit to each House of the Congress a report
containing—

(1) a list of eligible chemicals to be included in the Duty-Free Chemicals Appendix;
(i1) a concise general statement regarding the list of eligible chemicals; and

(ii1) any relevant findings regarding the Commission’s certification that an eligible
chemical is not domestically produced.

(2) Review by Congress.

(1) The Congress shall have the later of 60 session days in the Senate or 60 legislative
days in the House to review a report of the Commission. During such period
Congress may enact a joint resolution of disapproval of the inclusion of any eligible
chemical in the Duty-Free Chemicals Appendix. If such joint resolution is vetoed by
the President, the Congress shall have an additional 30 session or legislative days
within which to attempt to override any such veto.

(i1) If the Congress does not enact a resolution of disapproval during the applicable
period, the eligible chemical or chemicals shall be added to the Duty-Free Chemicals
Appendix at the next regularly planned update to the Harmonized Tariff Schedule.

(d) Petition for removal.—Any domestic producer of an eligible chemical listed in the Duty-Free
Chemicals Appendix shall have the right to petition the Commission to have such chemical
removed from the appendix. Any such petition may be presented at any time during the year and
shall be based on evidence of domestic production of a like or equivalent chemical and be
supported by an affidavit. The Commission shall have 180 days to investigate any such petition.
If during that period the Commission determines that a domestic producer exists, the
Commission shall remove such eligible chemical from the appendix at the next regularly planned
update of the Harmonized Tariff Schedule.

Sec. 5. Definitions.
For purposes of this act—
(1) the term “eligible chemical” means a product listed in Chapters 28 through 39 of the

Harmonized Tariff Schedule that is to be chemically modified or processed by any means
in the United States.
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(2) the term “domestic producer” means any company chemically reacting or processing
materials in the United States by any means classified Chapters 28 through 39.
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