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 1 Section 202(q) of the North American Free Trade Agreement Implementation Act (the Act) authorizes the President,
subject to the consultation and layover requirements of section 103 of the Act, to proclaim such modifications to the rules of
origin as are necessary to implement an agreement with one or more of the NAFTA countries pursuant to paragraph 2 of
section 7 of Annex 300-B of the Agreement.  One of the requirements set out in section 103 of the Act is that the President
obtain advice from the United States International Trade Commission. 
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INTRODUCTION
Following receipt of a request on October 20, 2004, from the United States Trade Representative

(USTR) under authority delegated by the President and pursuant to section 103 of the North American
Free Trade Agreement (NAFTA) Implementation Act (19 U.S.C. 3313),1 the U.S. International Trade
Commission (Commission) instituted investigation No. NAFTA-103-9, Certain Sanitary Articles of Tri-Lobal
Rayon Staple Fibers:  Effect of Modifications of NAFTA Rules of Origin for Goods of Canada and Mexico. 
As noted in the USTR’s request letter, U.S. negotiators reached agreement in principle with
representatives of the Governments of Canada and of Mexico concerning proposed modifications to the
NAFTA rules of origin for sanitary towels or tampons of tri-lobal rayon staple fibers.  The proposed
changes to these rules of origin, if implemented, would apply to U.S. imports from and exports to Canada
and Mexico to determine if they qualify for duty-free entry under the agreement.    

As requested by the USTR, the Commission is providing advice on the probable effect of the proposed
modification to the NAFTA rules of origin for the subject sanitary articles on U.S. trade under the NAFTA,
on total U.S. trade, and on affected domestic producers.  The Commission did not hold a public hearing in
connection with this investigation but invited written submissions from the public.  Because the
Commission did not receive any written submissions from the public, the data and analysis presented
herein draw on information collected by the Commission from publicly available sources and telephone
interviews with industry representatives.  In preparing its advice, the Commission first determined whether
the rule modification would liberalize or restrict NAFTA eligibility for the affected articles as compared with
the current rules.  The Commission then conducted qualitative analysis to assess the effects the change to
the rules of origin might have, if implemented, on trade and production for the subject product.  The
Commission’s qualitative assessment is based on the best available information, including available data
and information on trade and production, information pertaining to the market conditions for the subject
products (e.g., industry structure, production, product uses, and trade flows), information obtained from
interested parties, including producers of the affected articles, and the Commission’s own expertise.

A summary of the Commission’s advice is presented in table 1.  The remainder of the report contains the
advice and related information for the proposed rule change on certain sanitary articles of tri-lobal rayon
staple fibers.  Appendix A contains the request letter from the USTR, and appendix B contains the
Commission's notice of institution of the investigation and request for public comments.
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Table 1
Certain sanitary articles of tri-lobal rayon staple fibers: Summary of advice concerning modification to the NAFTA rules of origin for goods of the United
States, Canada, and Mexico

HTS No. Existing rule1 Proposed rule Probable effect advice Nature of modification and effect explanation

5601 A change to headings 5601
through 5609 from any other
chapter, except from headings
5106 through 5113, 5204
through 5212, 5307 through
5308 or 5310 through 5311, or
chapters 54 through 55.

A change to sanitary towels or
tampons of subheading 5601.10
from tri-lobal rayon staple fiber
(38 mm, 3.3 decitex) of
subheading 5504.10 or any
other chapter, except from
headings 5106 through 5113,
5204 through 5212, 5307
through 5308, or 5310 through
5311, or chapters 54 through 55;
or

A change to any other good of
heading 5601 from any other
chapter, except from headings
5106 through 5113, 5204
through 5212, 5307 through
5308 or 5310 through 5311, or
chapter 54 through 55.

U.S. total trade:
  Imports:  Increase 
  Exports:  Increase

U.S. trade under NAFTA:
  Imports:  Increase 
  Exports:  Increase 

U.S. production:  Increase

Modification:  The proposed rule change is
liberalizing because it would allow sanitary
tampons and towels to be made from tri-lobal
rayon staple fibers formed outside North
America and still be an originating good for
NAFTA purposes.

Effect:  The proposed rule change would likely
have a positive effect on U.S. industry and its
workers.  It would enable the U.S. industry
making the subject sanitary articles to use non-
North American inputs and have the articles
still considered to be originating goods for
NAFTA purposes.  There would be no effect
on U.S. fiber producers, because there is no
known domestic production of tri-lobal rayon
staple fibers.   

1 The current NAFTA rules of origin applicable to U.S. imports of goods of Canada and Mexico were taken from general note 12 of the 2004 HTS.  General note 12
reflects the rules of origin as specified in Annex 401 of the NAFTA.  The proposed rule would, if incorporated in general note 12, have slight, non-substantive
modifications and formatting.



 1 The current NAFTA rule of origin for the subject sanitary articles requires that all non-originating inputs be classified in
chapters other than chapters 54 through 55 (except for yarns and fabrics classified under headings 5106 through 5113, 5204
through 5212, 5307 through 5308, or 5310 through 5311).  As such, sanitary articles of tri-lobal rayon staple fibers made with
non-originating fibers cannot meet the rule of origin, as the staple fibers are provided for in HTS chapter 55 and are not
produced in North America.  See table 1 for the current and proposed language of the rule of origin for the subject product.
 2 See the USTR letter of request to the Commission in appendix A of this report.
 3 See CITA notice published in the Federal Register of May 28, 2004 (69 F.R. 30633).
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U.S. International Trade Commission Inv. No. NAFTA-103-9
Product Certain sanitary articles of tri-lobal rayon staple fibers

Requesting Party Procter & Gamble Company, Cincinnati, OH

Commission Contact Kimberlie Freund (202-708-5402; kimberlie.freund@usitc.gov)

Introduction

The Commission's advice in this report relates to a proposed modification of the NAFTA rule of origin for
sanitary towels or tampons classified in subheading 5601.10.20 of the Harmonized Tariff Schedule of the
United States (HTS) to allow them to be made from certain non-originating tri-lobal rayon staple fibers of
HTS subheading 5504.10.1  In his request letter, the USTR states that the proposed modification is the result
of a determination that producers in North America are not able to produce the fibers in commercial
quantities in a timely manner.2  Under the current rules in the NAFTA, the sanitary articles must be made
from fibers formed in North America to be “originating” and qualify for NAFTA preferences.  The proposed
change in the NAFTA rule of origin would apply to goods of all three NAFTA parties and would permit the
sanitary articles to be made from fibers formed outside North America (“non-originating” fibers) and still be
considered an originating good and qualify for NAFTA preferences. 

The proposed modification to the NAFTA rules of origin for the subject sanitary articles is in response to a
petition received by the Committee for the Implementation of Textile Agreements (CITA) from Procter &
Gamble Company (P&G) on May 18, 2004.3  P&G alleged that the tri-lobal rayon staple fibers cannot be
supplied by the North American industry in commercial quantities in a timely manner and requested that the
NAFTA rule of origin for the subject sanitary articles classified in HTS subheading 5601.10.20 be modified to
allow the use of non-originating fibers. 

Description of the subject product

The subject sanitary articles are classified in HTS subheading 5601.10.20, which provides for sanitary
towels and tampons, diapers and diaper liners for babies and similar sanitary articles, of wadding, of textile
fibers other than cotton.  The 2004 U.S. normal trade relations (NTR) rate of duty on U.S. imports of the
sanitary articles is 6.3 percent ad valorem.  Canada and Mexico maintain most-favored-nation (MFN) duty
rates of 12 percent ad valorem and 13 percent ad valorem, respectively.  The tri-lobal rayon staple fibers
used to make the sanitary articles are a subset of the fibers classified in HTS subheading 5504.10, which
covers viscose rayon staple fibers, not carded, combed or otherwise processed for spinning.  The 2004 NTR

Certain Sanitary Articles of Tri-lobal Rayon
Staple Fibers:  Effect of Modifications of
NAFTA Rules of Origin for Goods of Canada
and Mexico



 4 Michael Gartner, Associate Director, Finance, North American Feminine Care Business, P&G, telephone interview by
Commission staff, Oct. 27, 2004, and R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May
18, 2004, available on the website of the U.S. Department of Commerce, Office of Textiles and Apparel, at
http://www.otexa.ita.doc.gov/.
 5 The term “tri-lobal” refers to the shape of the fiber at the cross-section of the fiber.  The staple length is 38 mm and the
decitex of the fiber refers to the size of the fiber measured  in grams per 1,000 meter lengths.   
 6 Acordis is a multinational company based in the Netherlands and manufactures manmade fibers and specialty materials for
textile, industrial, medical, and hygiene applications.  Information on Acordis is from its website atwww.acordis.ch and
"Hoover's Online" at http://www.hoovers.com.
 7 R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May 18, 2004.
 8 Michael Gartner, Associate Director, Finance, North American Feminine Care Business, P&G, telephone interview by
Commission staff, Oct. 27, 2004.  According to an Acordis news release, Acordis shut its Alabama plant in April 2001 (found
at http://www.acordis.com/ retrieved Oct. 28, 2004).
 9 R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May 18, 2004, available at
http://www.otexa.ita.doc.gov/, retrieved Oct. 18, 2004.
 10 Frank Horn, President, Fiber Economics Bureau, Atlanta, GA, telephone interview by Commission staff, Oct. 27, 2004.
 11 Tom Montgomery, Liberty Fibers Corporation, telephone interview by Commission staff, Nov. 5, 2004.
 12 R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May 18, 2004.
 13 ***
 14 R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May 18, 2004.
 15 Tom Montgomery, Liberty Fibers Corporation, telephone interview by Commission staff, Nov. 5, 2004, and Michael
Gartner, Associate Director, Finance, North American Feminine Care Business, P&G, telephone interview by Commission
staff, Nov. 10, 2004.  The U.S. Food and Drug Administration (FDA) regulates the safety and effectiveness of tampons,
including the materials and design.  See FDA, “Tampons and Toxic Shock Syndrome,” and “Tampons and Asbestos, Dioxin,
& Toxic Shock Syndrome,” both found at http://www.fda.gov, retrieved Nov. 5, 2004.
 16 R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May 18, 2004.
 17 Michael Gartner, Associate Director, Finance, North American Feminine Care Business, P&G, telephone interview by
Commission staff, Oct. 27, 2004.
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rate of duty on U.S. imports of the fibers is 4.3 percent ad valorem.  The 2004 MFN rates for these rayon
staple fibers are free for imports into Canada, and from free to 10 percent ad valorem for imports into
Mexico.  Viscose rayon is an artificial manmade fiber produced from cellulose materials such as wood pulp. 

P&G indicated that it uses the tri-lobal rayon staple fibers in the production of tampons, ***.4  Specifically, the
fibers are patented tri-lobal rayon staple fibers that measure 38 mm and 3.3 decitex5 and are made in
Germany by Acordis6 under the “Galaxy” brand-name.7  P&G indicated that Acordis had produced these
fibers at its plant in Alabama, but that it closed the plant a few years ago and now produces them in
Germany.8  According to P&G, the patented tri-lobal rayon staple fiber “was engineered specifically for
absorption performance.”9  

Discussion of U.S. trade and industry and market conditions for the subject product

The only known North American producer of rayon staple fibers is Liberty Fibers Corporation, Lowland, TN.10 
Liberty Fibers stated that it does not produce the tri-lobal rayon staple fibers used in the subject sanitary
articles.  ***11  P&G stated that Liberty Fibers may not produce the tri-lobal rayon staple fibers because the
fibers are patented by Acordis.12  ***13  In its petition, P&G stated that “the tri-lobal fiber absorbs 20% more
on a unit basis than the rayon produced by Liberty.”14  In addition, changing the composition of fibers used in
tampons is a major decision, requiring clinical trials and FDA approval.15  

P&G indicated that it produces sanitary tampons from tri-lobal rayon staple fibers at its plant in Auburn, ME,
and that about 700 employees are involved in the production of such tampons.16  ***17  In its petition, P&G



 18 R. Scott Miller, Director, Government Relations, P&G, written submission to CITA, May 18, 2004.
 19 ***, telephone interview by Commission staff, Oct. 27, 2004.
 20 ***, telephone interview by Commission staff, Nov. 4, 2004.
 21 ***, telephone interview by Commission staff, Nov. 10, 2004.
 22 ***, telephone interviews by Commission staff, Nov. 16 and 22, 2004.
 23 ***, telephone interviews by Commission staff Dec. 2 and 3, 2004.
 24 Ellen Wuagneux, “Scent-sational San Pro Strategies,” Nonwovens Industry, Nov. 2004, p. 44.  Similar data for sanitary
towels are not available.
 25 The Commission’s advice is based on information currently available to the Commission.
 26 ***
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stated that if the proposed rule change is adopted, it would “be in a position to expand production in the
United States and potentially add production in Canada of these products.”18  ***19 

Commission staff contacted other manufacturers of the subject sanitary articles, including Playtex Products,
Inc., Kimberly-Clark Corp., and Johnson & Johnson, Inc.  ***20  ***21  ***22  ***23

A trade source reported that the U.S. market for tampons (both domestic and imported) is growing and
currently totals an estimated $586 million a year.24  Data on the share of the U.S. tampon market accounted
for by the subject articles are not available.  Based on U.S. market and trade data, the Commission
estimates that U.S. production accounts for most U.S. consumption of tampons.  Imports and exports of
sanitary towels and tampons made with the tri-lobal rayon staple fibers are not available because the articles
are grouped with other sanitary articles (such as diapers) as well as with all sanitary articles made of other
fibers.  Total U.S. imports of all sanitary articles classified in HTS subheading 5601.10.20 were $44 million in
2003 and they were down 19 percent in January-September 2004, compared with the corresponding period
of 2003.  Canada accounted for 99 percent of the total in 2003, but 77 percent in 2004, when its shipments
declined by 37 percent from the corresponding 2003 period.  In 2004, the United States began to import
articles under HTS subheading 5601.10.20 from Hungary and the United Kingdom, which together
accounted for 21 percent of total U.S. imports.  U.S. imports from Israel also increased; Israel accounted for
2 percent of the U.S. import market in 2004.  U.S. exports of all types of sanitary articles classified in
Schedule B No. 5601.10.0000 totaled $26 million in 2003, of which about 75 percent went to Canada.  In
January-September 2004, U.S. exports to Canada increased by 28 percent from the corresponding period in
2003.

Views of interested parties

The Commission did not receive any written submissions.

Probable effect of the proposed action on U.S. trade under the NAFTA, total U.S. trade, and on
domestic producers of the affected product25

The Commission’s analysis indicates that the proposed modification to the NAFTA rules of origin for the
subject sanitary articles of tri-lobal rayon staple fibers would have no adverse effect on U.S. fiber producers,
because there is no known North American production of the tri-lobal rayon staple fibers.  In addition, ***. 
The proposed rule change would benefit the domestic industry making the subject sanitary articles by
enabling it to use non-NAFTA fibers and have the finished sanitary articles still be considered originating
goods for NAFTA purposes.26  As such, the proposed rule of origin change would likely spur U.S. trade in
the finished sanitary articles under the NAFTA as well as total U.S. trade in such goods, because Canada (a
NAFTA signatory) is the largest U.S. trading partner for the subject sanitary articles and the domestic market
for the subject articles is growing.  The extent to which U.S. imports and exports of the finished sanitary
articles increase would depend on the extent to which the rule change spurs new production of the subject
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articles in Canada and/or the United States.  It is expected that part of the increase in U.S. imports of the
subject sanitary articles from Canada would displace some U.S. imports of the subject sanitary articles from
non-NAFTA countries.  U.S. consumers would likely benefit from any additional duty savings on U.S. imports
of the subject sanitary articles from Canada.



















NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.













NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.











NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.











NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.

















NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.











NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.













NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.







NATIONAL TEXTILE ASSOCIATION

Commercial Availability Request Under the North American Free Trade
Agreement (NAFTA) for Textile Articles of HTS Chapter 54, Chapter 55, and

Chapter 56, All the Forgoing Containing Rayon Fiber.




















	NAFTA-103-9.pdf
	JOY.pdf
	
	
	
	
	
	
	
	





