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MINISTRY OF COMMERCE

NOTIFICATION

New Delhi, the 31»t January, 1995.

Preliminary Findings.

Subject : Anti-dumping investigation concerning the import
of 3,4,5, Tcimethoxy Benzaldehyde (TMBA) originating from
the People's Republic of China—preliminary findings.

N J . 9/10/94—TPt)/ADD B. The Government of India-
Hiving regard to theCu3tom» Tariff Act, 1975 a* amended In
1982 and the Customs Tariff (Identification, Assessment and
collection of Duty or Additional duty on dumped articles
and for determination of injury) Rules, 1985.

C. Procedure.—(i) Whereas the Designaied Authority,
under ths above Rules, rtceived in March 1994 a petition
from M/s. Alpha Drug India Ltd., SCO 18, Sector 26, Chandi-
garh, which accounts for a majority of indigenous production of
3,4,5 (Trimsthoxy Ban/aldehyde hereinafter referred to as
TMBA) in India, alleging dumping of TMBA by the People's
Republic of China ;

(H) Winriasthe Da îgOftted Authority issued aPublic noticft
dated 11-08-1994 published in the Gazette of India, initiating
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anti durnping proceedings concerning Imports of TMBA
fallng under heading 291 2-49 of Schedule I of Indian Custom*
Tdriiff Act 1975 and No. 2912-49-04 under Indian Trade classi-
fication (Based on Harmonised Commodity Description and
Coding System) originating from the People's Republic of
China-

(Hi) Whereas the Designated Authority officially Informed
the exporters and importers known to be concerned, the re-
presentatives of the exporting country and the complainant
ab^ut the said initiation and gave them an opportunity to
make their views known in writing and to request an oral htar-
ing, latest by 30th September 1994. The last date for respond-
ing to tho T-iistioniiiTe was unilaterally extended upto 15th
October 1994;

('v) Whereas the Designated Authority futfressrdthe quest-
lorn-Ire to :litil r?lovantinformationfromthef-.llownig;xpcr-
ters :

1. M's. C'ima National Chemicals, China
1 M' I . l:'jlig S'lJ-nlcalsImpartandExportCorporatiOD,

China.

3. M'i. Z liia CiinggingInternational for Economic &
Tech. corporation China

4. M'«. O ii'igtong Heyang Foreign, Trade Economic Djv-
elopmjnt Corporation China

5. M/s.Sin-Clism.Chlna :

(v) Whereas the Embassy of the Peoples Republic of China
In New Delhi was 1U0 informed about the Initiation of investi-
gation and WES requested to advise the exportere/prcducers
from People's Republic of China to respond to the questionn-
aire by 30th Septsrnbir, 1994. The exporters ncithtcr respond-
ed nor attended tha piblic hearing held on 30thOctober, 1994;

(vi) Whereas tho qjeitbnnaire was also sent to th* folio,
wins importers of TMBA :

1. M/s. Pharmaceuticals Products of India Ltd., Bombay,
2. M/s. Auro Labs Pvt. Ltd. Bombay.
3. M/s. Suchim Laboratories, Ahmcdabad.
4. M/s. Shaba Chemicals Ltd., Ratlam.
5. M/s. Bombay Drugs & Pharrnas Ltd., Thane.
6. M/s. Apurva Commercial Ltd., Calcutta.
7. M/s. Burroughs Wellcome (India) Ltd., BOmbey.
8. M/s. Pragati Pharmaceuticals Pvt. Ltd., Nainital.
9. M/s. German Remedies Ltd., Bombay.
10. M/s. Cosmic Drugs & Chemicals Pvt. Ltd., Baroda.
11. M/s. Hi-Tech., Ratlam.
12. M/». Pan India Drugs Sc, Chemicals Ltd., Indore.
13. M/s. Zora Pharma Ltd., Ahmedabad.
14. M/s. Sol Pharmaceuticals Ltd., Hyderabad.
15. M/s. Orlssa Organics Ltd., Orissa.
16. M/s. Smruthi Organics Pvt. Ltd., Solapur.
17. M/s. West Bengal Pharma & Phytochemlcals Deve-

lopment Corp. Ltd., Calcutta.
18. M/s. IPCA Labs Ltd. Bombay.
19. M/s. Cororaandcl Pharma Ltd,, Medak,

(vii) Whereas an opportunity was also given to exporters,
importers and petitioners to express their views in a public
hearing held on 30th Oct. 1994. The said Public hearing was

attended by the representatives of the petitioner domestic industry
and the following importers :

(a) M'*- Z->ra Pharma Limited, Ahmedabad.
(b) M/s.The Pharmaceuticals Products of India Ltd., Bombay.
<c) M/s. Burroughs Welcome (I) Ltd., Bombay.
(d) M/s. Bombay Drugs & Pharma Ltd., Bombay.
(e) M/s. Shaba Chemicals Ltd., Ratlam.

2, Tho petitioner highlighted the following points during the
hearing :

(a) That no representative of the exporter/exporting country
I.e. People's Republic of Chimft was prescntat the hearing, nor
did they respond r to the questionnaire and the Designated
authority should go by tho facts/ftgurw supplied by the peti*
tioner ;

(b) That the export price of TMBA originating from the
P;:>pta'st3yjbHcof China was continuously falling and was
also bolow their normal value ;

(c) That there has been steep Increase to the quantum of
imports from China in spite of decrease in total imports of
TMBA In India ;

(d) That Imports from China had caused material Injury to
tbelndianproducerinthatthelndianproducer had been com-
p^ll*4 to reduce their price below fair selling price and hence
were suffering substantial losses ;

3. The view expressed by the Importers and useti at tho
public hearing as contained in their written submissions sent
after the hearing were briefly as follows :

(a) The TMBA was imported for manufacture of Trime-
fioidra (hereinaftercalled TMP) and India had emerged asa
major producer and TWIC;* if TM"1, rnini t ion of anti-
dumping duty will affect adversely the exports of TMP caus-
ing problem to the user industry/consumers;

(b) That TMBA Is manufactured infour different ways; i.e.
through O illic Acid. Paracresol, Vanillin, and Tara Powder
routes. TMBA minufactured by the petitioner was from Gallic
acid whereas China produces it from synthetic Paracresol routo
The latter Is cheaper and hence the prices are no t comparable.

(c) Devaluation of Chinese currency has led to higheT
realisation of local currency leading to price reductions.

(d) Price of the major raw material Gallic Acid had fallen
resulting In reduction In prices by the petitioner.

(e) The petitioner is the only producer of TMBA (the others
produce for capitlve consumption) who Is supplying TMBA
to other manufcturer of TMP, and hence imposition of anti
dumping duty would result In monopoly status to tho petiti-
oner. Further, the petitioner Co. was not producing enough
TMBA to mset the growing domestic demand,

(f) Tho d3m:stlc capacity of TMBA is not sufficient.

(g) Incnase Inthe pricesof TMBA would resultln Increase
In the prices of the lifo saving bulk drug (TMP) would affect
the poor.

(h) That Instead of levying an anti-dumping duty, tho duty
on Import of Gallic acid should be reduced from 25% to
15%or25%toO%

(i) That the TMBA imported from China hat a purity of
96-98% as against 99% of other* and hence the prices cannot
be compared.

D. Findings of the Designated Authoilty 4. The Desig-
nated Authority (D.A.), having considered the arguments
and counterarguments highlighted above as well as having
persued the relevant records, found that:

(a) Though tho product TMBA may be manufactured by
using different law materials the product being Imported from
the People's Republic of China and that produced In India are
'liko products' within the meaning of Anti Dumping rules;
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(b) Nb -suppo*ting evidence was made available about
the cost of TMBA manufactured through Paracresal route
being cheaper than TMBA manufactured through Gallic
Acid route. OB the contrary, ono of the companies that
attended the Public hearing and the petitioners have provid ed
evidence to theeffect that tho Paracresol route is not cheaper,

(c) TMP is under Drug Price Control Order, and tho price
of TMP is fixed keeping in view normal prices of TMBA and
conversion costs. Any increase In the prices of TMBA,
which is only one of the raw matorials for TMP is therefore
unlikely to have major impact on the the prices of TMP;

(d) The Contention that the petitioner is the only producer
is not true as there are other organisations also who are pio-
ducing tho same but are using tho same for captive consump-
tion in viow of the low priced imports from China. Instead
of monopoly situation, anti dumping measures would rather
remove unfair practices and establish fair competition in the
Indian market by encouraging tho other domestic producers
to increase production.

(e) There in sufficient capacity within and outside thecountrj
to meet Indian demand, and imposition of anti dumping
measures is unlikely to affect the supply position rin Indian
markets.

(0 While it may be true that the prices of Gallic Acid
have fallen, the petitioner is still suffering losses and is not
able to recover its cost of production and earn a reasonable
return. While arriving at tho normal value and the amount
of Anti Dumping duty required to remove the injury, this
aspect of reduction in prlcesof Gallic Acid has been taken Into
consideration.

(g) While it may be true that devaluation of Chinese curr-
ency led to price reduction by the exporters in the People's
Republic of China, it has not been specifically disputed by
any exporter that the goods are being exported much bolow
their, normal value, and this has resulted in material injury
to Indian industry. Rather the importers and/or users had
agreed that the Indian industry was forced to sell its product
below its fair selling prices.

(h) Imposition of antl dumping measures on imports of
TMBA Is unlikely to have substantial adverse effects on India'*
exports of TMP, as TMBA is only one of the "raw material
and primarily the anti dumping measures are aimed to remo ve
unfair practices.

(i) The jurisdiction of the Designated Authority is restrict-
ed to determining the existence of dumping, injury and casual
relationship between dumping the injury and to recommend
measures to remove such'injury. The question of recommend-
ing reduced duty on Gallic Acid is outside the purview of the
Designated Authority.

(j) The purity does not appear to be tho deciding factor
whereas price was.

(k) The product 'TMBA' is not differentiated on the baslt
of punty in the market and hence the argument that TMBA
from the People's Republic of China wa» of 96-98 V purirv
whereas from others it is 99 % is not relevant. °

5. The Designated Authority sought and verified informa
tion deemed necessary for the purpose of the 'preliminaiy
determination.To this end <an investigation was carried out
at.the premises of M/s. Alpha Drug India Ltd. The investl
gation covered the period from lit April 1993 to 31st Marah
1 5f?*T*

6. In the absence of any response from the exporters,
the Designated Authority has made the preliminary
findings on the basis of the information available to
it as per Rule 14 supra. -

E. Product under consideration, like product
and Indian Industry (a) Product under consideration
and like product 7. The product covered by the
investigation is 3, 4, 5 Trimethoxy Benzendehide fall-
ing under heading 2912-49 of Schedule I of Indian
Customs Tariff Act, 1975 and no. 2912.49.04 under
Indian Trade Classification (Based on Harmonised
Commodity Description and coding system).

8. The product is manufactured out of Gallic
Acid, Dimethyl Sulphate, Caustic Soda, Sulphuric
Acid, Thionyl Chloride, Toluene, PDC, etc.TMBA
manufactured through two different routes, i.e.
Gallic Acid and Paracresol routes is alike in 'all
respect. By and large TMBA exported from Peoples
Republic of China is alike in all respects to the
TMBA produced and marketed in India.

F. Indian Industry 9. The petition has been
filed for and on behalf ofM/s Alpha Drug India Ltd.,
SCO 18 Sector 26, Chandigarh, having their works
at Village Lalru, District Patiala: 140501 .The petitioner
accounts for a majority of TMBA production in India
and hence constitute domestic industry in accordance
with Rule 2(c) of the Customs Tariff (Identification,
Assessment and Collection of Duty or Additional
Duty on Dumped Articles and for Determination of
Injury) Rules, 1985. In IndiaTMBA is manufactured
mainly by M/s Alpha Drug India Limited, though
some other companies also manufacture TMBA
mainly for captive consumption. As they are also
importers of TMBA, they do not qualify as domestic
industry.

G. Normal Value 10. The petitioner has not
furnished information on domestic prices of TMBA
in China nor have they furnished comparable price
of the product when exported to any other third
country, as China is a non market economy. The
petitioner has also not furnished details of cost of
production in China pleading non-availability of
information. None of the exporters furnished factual
information in response to the questionnaire sent to
them. As details of cost of production in China are
also not available and as none of the exporters have
furnished information in response to the questionnaire
sent to them, normal value has been determined on
the basis of the cost of production of TMBA in India
treating India is]a surrogate country. This is iu kpeeing
with interpretations and practices in other countries
like USA, EEC, Australia etc. when dealing with
non-Market Economy countries and the GATT
code on Anti-dumping and best information available.
The normal value has been determined at the ex-
factory level.
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H. Export Price 11. The export price has also
been determined on the basis of the weighted average
price reported by the importers for the purpose of
Custom clearances, as compiled by DGCIS Calcutta
which has been found to be reliable. The export price
has also been correlated with the data submitted by
the importers who have responded to the question-
naire. The CIF export price has been ^adjusted for
insurance and freight for working out the F.O.B-
price.

I. Comparison 12. For the purpose of a fair
comparison between the normal value and export
price and in accordance with Section 9(A)(2) of the
Customs Tariff Act and Rule 14 supra, the Authority
took into account the best available information with
it in the absence of any response from the exporters
in Peoples Republic of China, who were given
ample opportunity to make available the relevant
information from their end. The average export
price obtained during the period of investigation
has been compared with Normal price.

J. Dumping Margin 13. The Normal value (at
ex-factory level) determined as explained above has
been compared with the average FOB price for the
period of investigation. The Designated Authority
has found a dumping margin of 39.5 % of the average
CIF value of the imports.

K. Injury 14. Under Rule 18 supra, when a
finding of injury is arrived at, "such finding shall
involve an examination of facts which the Designated
Authority cpnsiders relevant under the circumstances
including the volume of dumped imports and their
effect on prices in the domestic market for like
products and the consequent impact of such imports
on domestic producers of such products". In consi-
dering the effect of the dumped imports o;i prices,
it is considered necessary to examine whether there
has been a significant price undercutting by the
dumped imports as compared with the price of an
identical product in India, or whether the effect of
such imports is otherwise to depress prices to a
significant degree or prevent price increases^which
otherwise would have occurred, to a significant degree.

15. For the examination of the impact on the
industy in Tndia, the'Designated Authority considered
such indices having a bearing on the state of industry
as production trend, capacity utilisation, sales, stock,
profitability and net sales realisation.

L. Volume and Market Share of Dumped Import
16. Imports from People's Republic of China have
steeply increased from 92 MT in 1992-93 to 156
MT in 1993-94 though total imports of TMBA in
India has reduced from 325 MT to 238 MT during the
corresponding period. Thus, against reduction in

total imports by over 26 % in 1993-94 compared to
the previous year, the imports from China has in-
creased by more than 69%. This has resulted in
sharp increase in market share of import of TMBA
from China from 28% (92-93) to about 66% (93-94).
The average CIF price of imports from ,jthe Prpples
Republic of China declined by 2 % front* ,jRa« i62QIi86
per kg. in 1992-93 to 496.39 per k& in 1993-9̂ 4-

M. Production Trend and Capacity Utilisation ••:
17. Production of the petitioner companyi1-has
increased from 107 MT (1992-93) to 161 MT in
1993-94 (includes 36 MT producd for captive}
consumption). The capacity utilisation; has increased
from 54% to 80% during corresponding period.

N. Sales Trend 18. Sales have increased in
from 73.4 MT in 1992-93 to 119.4 MT in 1993-94.

O. Price Trend 19. The Indian industry was
able to realise Rs. 1492.10 per kg. on an average
on its sales in 1992-93. In 1993-94, the average price
fell gradually to Rs. s.1048 per kg., a fall of about
29% which is directly attributable to the fall in
prices of TMBA imported from the People's Repub-
lic of China.

P. Stock Trend 20. The petitioner was having a
stock of 35.03 MT as on 31-3-93 which increased to
43 MT in June 93. However, the same has redudeed
to 35.95 MT as on 31-3-94 because of sales due to
reduction in selling prices by the petitioner.

Q. Profitability Trend 21. The petitioner suffered
losses to the tune of Rs. 120.27 lakhs in 92-93 which
increased considerably to Rs. 240.51 lakhs in 1993-94
despite increase in production and sale, and decrease
in cost of major raw-material.

22, The domestic industry had to reduce its
selling prices substantially to by and large match
its prices with the landed prices of imported TMBA
price from Peoples Republic of China resulting in
huge losses.

R. Injury 23. The quantum of imports from
Peoples Republic of China have increased substan-
tially and the export prices have gone down. Though
factors such as production & sales of the petitioner
company showed some improvement in the latter part
of the investigation period, the Designated Authority
found that selling price was the most important factor
to the customers in determining their source of
supply. The improvements in production, sales etc.
were a direct consequence of the lowering of the
selling prices by the domestic industry so as to
match the same with the imported prices. The
domestic producer has been prevented from selling
at a price level which could cover its cost of produc-

tion and allow reasonable profit.
224 Gl/95—2
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24. The Designated Authority is, thus, Jed to
the conclusion that the dumped imports have caused
material injury to the domestic producers.

S. .Causal Link 25. In determining whether
material injury to Indian industry was if au^ed. by $£
tttipipadjmpcrttSt the Authority took into account the
folidtfing facts : , , ,

(i) TheirtlfKittsoFihtprdclutthas ineteefled steeply
inc i t e $f Jlqtfease in total quantum of imports of
TMBA in Jn$a. , . , .

(4i) There was steejfr decrease" in import price of
HUSA frprp People's Republic of China leading to
spttft iri importi ..... ^ , . . . . „,..,,, . ,. ,

(iii) Ptitt tiflderfcuiting1 by Chinese exporters below
normal value forced the domestic industry to reduce
its selling pricer to a level below its cost of production
to market its product.

T, Jndjan Industry.s Interesf 26. (a) The purpose
of anti3 dumping dutie^ is jnr general Jo , eliminate
dumping whjch is causing injury to the Indian; industry
and .to reestablish the situation of open and fair com-
petjbtton on the Indian market which is in the general
interest of the country.

(b) The Aujthprity recognised thatithe imposition
of w# 4l*mP«Hf dutiflis. fnight (afffot the ;pfiee .levels
of, the-p5p4uct^.man»fi»ctu^ ô V o£ ;TM;BA aqd
exporte^,a,nd;cofi^(|uf.ntj3r xnight, hav^ sp^e î ffoeijee
on relativje^^npf^tiVeBess,^ thfiif.jjjjod.ucts.jn the
export market. However, fair competition on the
JEndltwunafkWm#\4<Stbitfddutfcfl AjUbeAntltdijmping
facafiurea-pdrticulMli'if the.lev^ of the anti dumping
duty Is Hmited to thframdtmt nocbssary to r*dre«« the
injury. On the contrary, the romoval of the unfair
advantages gained by dumping practices is designed to
prevent the decline of the Indian industry and thus
to help maintain the availability of the widest
choice to the consumers.

(c) tn view of the fact that the Indian industry has
been forced into the unhealthy situation cause4 by
the dumped imports, the Authority considers that in
thA absence of intervention, tht disappearance of

Indian industry ; is quite possible. This could lead
to rgdivHi*>ft;9f{t^e-«^ice of suppliers which is not
it) th* iatertst of usc«.

U. Interest of other parties : 27. (a) Arguments
have been raised that the imposition of anti dumping
measures would result in'tess competition, higher
prices for consumers of TMBA and may harm India's
exports. -

4 (b) î<5e aidvailt/ges bastd on, linf^jr p;^et Ces
a;* urijtistifiaole aiia inay ifl th<S lonl^r, tkm ? e

harmful eyeri ô the interest bf cons^me,rs when Jhey
htiVe jhe effeci oh Weakening competitors a,nd pro-
fiidtiflg thftir disappeafarice. In this case, for the

consumers of Trimethoprim (TMP), the imposition
of anti-dumping measures will not result in substantial
higher prices since TMBA is only one-of the raw
materials which had to be processed before reaching
the consumer and that the prices of TMP are fixed
tojrpPCO taking into account the normal value of
TMBA.

,, V, Fjp^gs i ^8 (aXTfh.e Authority accordingly
haŝ  co^e^ to the ccjncjlusiqnthat :,

(i) Exporters from People's Republic of China
have sold TMBA in India below normal value:

I- • . ; i •
tiv$), the Indian industry has surfered material

into*; ,
(iii) that the imports caused materal injuTy to

Indian industry;
(b) The Authority considers that the imposition

of anti-dumping measures in the present case will
reestablish fair competition by eliminatng (the inju-
rious effects of dumping practices;

(c) The Authority considers it necessary to
impose a provisional anti, dumping duty- in order to
remove the material injury to the domestic iridusuy.
The export price, normal value and the margin of
dumping iathus-case were determined by the Designa-
ted Authority as :

J^prjn|l Jfefte
Exports Pri«* ,
Margin bfDuriiping

USD/Kg.

25.03
15.56
9.47

,(d) The Designated Authority considered whether
a duty lower than the dumping margin would be
enough to remove the injury. The acvelage landed
price of the Chinhse imports was compared with the
fair selling price of TMBA produced during the
period of investigation. This difference was less than
the dumping margin and accordingly the Des^rated
Authority considers ,tha,t an anti dumping duty of
Rs. 2?7/- (pet kgt fee imposed-on imports of TMBA
originating in the People's Republic of China falling
under Code No. 291249.04 of the Custom Tariff.

(e) Tbjs duty would ,̂ also Jb* applicable te new
or any otner exporter from People's Republic of
China who are not parties to the present proceedings.

(f) The parties/exporters concerned may make
known their views and apply to be heard orally by
fhq Authority within one month of the publication
of this finding.

J. fc. BAGCHl, Designated Authority
and

Addl. Secy.
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