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UNITED STATES INTERNATIONAL TRADE. COMMISSION
Washington, DC '

Investigation No. 731-TA-371 (Final)

FABRIC AND EXPANDED NEOPRENE LAMINATE FROM TAIWAN

Determination

On the basis of fhe record 1/ developed in the subject iﬁvestigétion, the
Commission determines, pqééuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. 1673d(b)), that an industry in the United States is not materi&lly
injured or threatened with material injury, anq the eséablishment.of an
industry in the United States is not materially retardéd, by reason of imports
from Taiwan of fabric and expanded neoprene laminate, provided for in items
355.81, 355.82, 359.50, and 359.60 of the Tariff Schedules of the United
States, that have been found by the Department of Commerce to be sold in fhe

United States at less than fair value (LTFV).

Background

The Commission instituted this investigation effective May 14, 1987, -;f
following a preliminary determination by the Department of Commerce that
imports of Fabricléﬁd expanded neoprené léminate from Taiwan weré:being sold
at LTFV within the meaning of section 731 of'the Act (19 U.S.C. 1673). Notice
of the institution of the Commission's investigation and of the public héariﬁg
to be held in connection therewith was given by posting copiés of‘the notice

in the Office of the'Secretary, U.S. International Trade Commission,’

Washington, DC, and by publishing the notice in the Federal Register of
June 10, 1987 (52 F.R. 22010). The hearing was held in wQshington, DC, on
October 6, 1987, and all persons who requested the opportunity were permitted

to appear in person or by counsel.

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR 207.2(i)).
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'VIEWS OF THE COMMISSION

We determine that an industry in the United States is not materially
injured or threatened with material injury by reéason of imports of fabriec and
expanded neoprene laminate (FENIL) from Taiwan that have been sold at less than

1 2/ The condition of the domestic industry has

fair value (LTFV).
improved significantly over the period of investigation and we find that it is
not now experiéncing material injdpy. Assuming that the industry were
injured, there is no causal nexus between the condition 6f the industry and
the LTFV imports. 1In éarticulaf; the imports héve not caused either
significant adverse volume effects or significaﬁt price suppressing or
depressing effects. Finally, we find no threat of injury because the producer
in Taiwan is operating at a high level‘of capacity, h#s a high and consistent

level of captive consumption and has substantial commitments to third-country

markets.

Like Product and Doﬁestic Industry
As a threshold matter, the Commission must identify the domestic industry
against which to assess ‘the impact of the unfairly traded imports. Section

771(4)(A) of the Tariff Act of 1930 defines‘"domestic‘industvy" as "the

1/ . Material retardation of the establishment of an industry in the United
States is not.an issue in this investigation and will not be discussed further.

2/ Chairman Liebeler and Vice Chajirman Brunsdale do not concur with the
views on causation expressed in this opinion and, accordingly, do not concur
in the summary of reasons for the determination of no causal nexus in the
test. See Additional Views of Chairman Liebeler, infra, and Additional Views
of Vice Chairman Brunsdale, infra.



domestic producers as a whole of 'a like product, or those producers whose
collective output of the lixe product constitutes a major portion of the total
domestic production of that product." 3/ "LikeAproduct," in turn, is

defined as "a producg which is liké, or in the abgence of like, most similar

in characteristics and uses with, the article subject to an investigation

47 S/

The imported article that is the subject of this investigation is fabric

and expanded neoprene laminate (FENL). &/ In several prior investigations
3/ 19 U.S.C. § 1677(4)(A).

4/ 19 u.s.C. s 1677(10).

5/ In making the like product determination and in comparing that product

to the ‘appropriate imported product, the Commission examines (i) physical
characteristics and uses, (ii) interchangeability, (iii) channels of
distribution, (iv) common manufacturing facilities and production employees,
and (v) customer or producer perceptions. See, e.g., Nitrile Rubber from
Japah, Inv. No. 731-TA-384 (Preliminary), USITC Pub. 2027 at 4 (Qct. 1987);
Certain Bimetallie Cylinders from Japan, Inv. No. 731-TA-383 (Preliminary),
USITC Pub. 2017 at 5 (Sept. 1987); Certain Copier Toner from Japan, Inv. No.
731-TA-373 (Prelimidary), USITC Pub. 1960 (July 1987). The like product
determination is essentially factual and is made on case-by-case basis. Minor
variations in products are insufficient cause to find separate like products.
S. Rep. No. 249, 96th Cong., lst Sess. 90-91 (1979); Fabric and Expanded
Neoprene Laminate from Taiwan, Inv. No. 731-TA-371 (Preliminary), USITC Pub.
1944 at 4 (Feb. 1987). See, e.g£., Color Picture Tubes from Canada, Japan, the
Republic of Korea, and Singapore, Invs. Nos. 731-TA-367 through 370
(Preliminary), USITC Pub. 1937 at 4 (Jan. 1987).

6/ The article subject to investigation is determined by the Department of
Commerce (Commerce). Commerce has determined that “[t]he product covered by
this investigation is fabric and expanded neoprene laminate, as provided for
in items 355.8100, 355.8210, 355.8220, 359.5000 and 359.6000 of the Tariff
Schedules of the United States Annotated (TSUSA).  This material is used
primarily in the manufacture of wet suits and similar products for the scuba
diving and recreational markets.” 52 Fed. Reg. 37193 (Oct. S, 1987),
reprinted in Report of the Commission (Report) at Appendix B, at A-44.
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the Commission, having exéminéd-the Tike ﬁroduct’iséue‘exteﬁsiVely, =
determinéd‘that all doﬁestic FENLég(petitioner*Rubétex' FENLs denominated"
~c—231-n, R-1400-N, R-6000-N;’ R-131-ﬁ,_ and 008, and Kirkhill Rubber Co.'s FENLs
denominated LM300, 55000, OSASQ,:and SE500) ate encompassed within the scope
of the like product. The Commissioﬁ.réjected argumeﬁts that certain domestic
FENLs, principally G-231-N, should be éxcluded‘from‘the scope -of the like
proﬁuét; 8/ | |

In this.inveétigation, petitioner urged-the'Commigsién to adhere to the
earlier définition of ﬁhe like producﬁ.,gl Shei Chung Hsin Industrial
Company, Ltd. (Sheido), the producer and eprrter in Taiwaﬁ; arguéd‘howévér
that oniy petitioner'é 008'gréde FENL is the like product because only the 008
is in'direct competition with the four grades of FENL from raiwan: 22/ we

- find Sheico's arguments unpersuasive.

-1/ Fabrjic and Expanded Neoprene Laminate from Taiwan, Inv..No. 731-TA-371
(Preliminary), USITC Pub. 1944 at 4-8 (Feb. 1987) (FENL from Taiwan
(Preliminary)); Fabric and Expanded Neoprene Laminate from Japan, Inv. No.
731-TA-206 (Final), USITC Pub. 1721 at 3-8 (July 1985) (FENL from Japan

. (Final)); Fabric and Exparided Neoprene Laminate from Japaﬁ,‘Inv No. -

© ~731-TA-206 (Preliminary), USITC .Pub. 1608 at 4-8 (Nov 198&) (FENL from Japan

' '(Prel1m1nary))

8/ : FENL'from Taiwan- (Preliminaéy) at 7-8. Commissioner Rohr determined
that pet:tloner 8 G-231-N was not encompassed wifhln the ]ike product Id. at
8, . 23. g

9/  Transcript of the Hearing (Tr.) at 57.:

10/ Sheico posthearing Brief at 1-3. Sheico asserts  that Rubatex' other’
principal products (R-1400-N and the R-131-N) are comparable to products of
the other U.S. manufacturer, Kirkhill, but not to the FENL from Taiwan and
that G-231-N is of so much higher quallty than all other 'FENLs that it does
not compete w1th then. Sheico prehear1ng Brief at 5 6 ' :



As noted in prior invéstigations, all grades of FENL have essentially the

same éhemical compositién and the same general physical éharactéristics, even
- though their technical‘specifications vary. Moreover, eﬁéh grade of FENIL may
be used forieach FENL aﬁplicatioq, although one grade may ﬁé preferred over
another for a particular.end'ﬁsei 11/ Each domestic producer manufactures
its varioﬁs éradés of FENL.on thé same production lines. 12/

Although Rubatex.608'is perceived as the most direct competitor of the
sﬁbject-iﬁports, purchg#ecs also perceive Rubatex R;1400¥N, R-131-N, and
G-231-N as subs£itu£able for the imports. 13/ 'SOmevpurchésers‘répdrt'
substiﬁuting émong scurces and éradeé of FEﬁL and, of those, some do not.
disélose their éourceé to their customers; 14/ |

| Aécordingly,'wé reject the argument that only petitioner's 008 is the

like product and adhere Ep the definitions of like product and domestic

' /
industry we adopted in FENL from Taiwan (Preliminary), supra. 13

11/  FENL from Japan (Final) at §S.

12/ G-231-N differs from the other domestic FENLs in its manufacture because
it is expanded by being infused with nitrogen gas at high pressure':dthet than
being chemically blown. Otherwise, it is manufactured on the ‘sane production

lines using the same workers, plant, and machinery. FENL from Japan (Final),

supra, at 5. - See FENL from Taiwan (Preliminacy), sugra,‘at A-2, n. 4.

13/ Report At A-24-25.  See also EC-K-428 at 1 (Nov. 3, 1987). Although
G-231-N is preferred for the professional and serious amateur diving market,
the data do not suggest that the subject imports cannot be used for these
applications. There is direct substitutability of the subject imports and
G-231-N in sports medicine applications. EC-K-428, supra, at 1.

14/ Report at A-25.
15/ Commissioner Rohr again determines that G-231-N is not encompassed

within the scope of the like product for the reasons he expressed in FENL from
Taiwan (Preliminary), supra, at 8, n. 23,
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1/
Condition of the domestic industry. 16717

In evaluating the condition of the domestic indﬁstry, we considered,
among other factors, U.S. production, capacity utilization, domestic

shipments, inventories, employment, and financial performance over the entire

18/ 19/
period of investigation. — ~—

. 20/ .
Starting from a base of weak performance in 1984, 20 the domestic
industry experienced significant improvement in a number of indicators through

the first half of 1987. El/ Domestic productive capacity was unchanged

16/ As the domestic industcry consists of only two firms, most of the data
regarding the economic performance and condition of the industry are
confidential and may be discussed only in general terms.

17/ Commissioner Rohr notes that, as he did not include G-231-N within the
scope of the like product, in considering the condition of the domestic
industry and the question of causation, the industry he considered did not
include G-231-N. ' '

18/ See 19 U.S.C. § 1677(7)(C)(iii).

19/ The data obtained in this investigation cover calendar years 1984, 1985,
and 1986 and partial years January-June 1986, and January-June 1987. The
financial data cover accounting years 1984, 1985, and 1986 and the interim
accounting periods ending June 30, 1986, and June 30, 1987. Report at Table' 8.

20/ In FENL from Japan (Final), supra, at, the Commission noted that almost
all of the economic indicators of the condition of the domestic industry .
declined for the period 1982 through March 1985.

21/. Relying on the improvements in the condition of the domestic industry
during the most recent periods, Sheico argued that "the current U.S. industry
is healthy and cannot be said to be suffering 'material injury[,]'" suggesting
that the Commission make a negative determination on this basis alone.- Sheico
prehearing brief at 2. See American Spring Wire Corp. v. United States, 590
F.Supp. 1273 (CIT 1984), aff'd sub nom. Armco Inc. v. United States, 750 F.2d4
249 (Fed. Cir. 1985). ' Nevertheless, injury must be determined on a

' . (Footnote continued on next page)




throughout the period of investigation. Domestic production and capacity
utilization generally declined from 1984 to 1985, but rose in 1986 to levels
greater than the 1984 levels. Domestic shipments also fell in 1985, but
recovered partially in 1986. All three indicators showed significant
s , 22/ 23/
jimprovement in January-June 1987 compared to January-June 1986. — ~—
The divergence between production and shipments during 1986 was due to
petitioner's decision to stop selling FENL seconds, thus increasing its
/

. . 24 . ' .
inventories of seconds. ™ That increase in inventories slowed

substantially in interim 1987.

(Footnote continued from previous page)

case-by-case basis and, although the data generally reveal improvements for
interim year 1987, the most recent trends in economic indicators atre not
necessarily dispositive. See Certain:Welded Carbon Steel Pipes and Tubes from
the Philippines and Singapore, Invs. Nos. 731-TA-293, 294, and 296 (Final),
USITC Pub. 1907 at 9 (Nov. 1986). In this case, while greater weight is given
to the more recent developments in the industry, we have examined the
industry's performance over the entire period of investigation.

Aside from the usual reasons for examining the industry over the entire
period of investigation, several specific factors militate in favor of doing
so here. First, we know from FENL from Japan (Final), supra, that the
industry suffered substantial declines through 1984, most of which persisted
into 1985, so that an examination of the entire period of investigation here
gives us a more complete context in which to examine the magnitude of the
recent improvements. Second, the data for January-June 1986 (when annualized)
show substantially poorer performance than the annual data for 1985 and 1986.
Thus, reliance on these data alone would appear to exaggerate the actual
jimprovement in the condition of the domestic industry.

22/ Report at Tables 1 through 4.
23/ Commissioner Rohr notes that the same trends are apparent for the
industry excluding G-231-N. See JId. at Tables 2 and 4.

24/ FENL from Taiwan (Preliminary), supra, at 9. Seconds consist of sheets
of FENL characterized by such imperfections as wrinkles, fabric stains or
color bleeding, variations in thickness. The imperfection reduces the usable
area of the sheet. Sheets of seconds commanded proportionally lower prices in
the market. See FENL from Taiwan (Preliminary) at 6.
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Employment data show declines through 1986; with.some'overal1~rebound‘

during the first six months of 19873“22/ ‘Those declines . must 'be viewed,

however, in the context of the productivity increese over the period of
investigation. Output per man hour increased substantially from 1984 through

1986, reflecting the fact that 1986 production, which was greater than 1984
production, was accomplished by a significantly smaller mork force wofking a

-

significantly smaller number of hours. 26/ The same is true when
January-June 1987 1s compared with January—June 1986 Thus,'the decllnes in

employment data stem predomtnantly, if not exclusively, from improved

producttve eff1c1ency of the domestxc producers

The 1mprovement in fhe 1ndustry s cond1txon is most apparent in the

financial data. 21/ Net sales dec]1ned from 1984 to 1985 part:ally

rebounded 1n 1986, snd then 1ncreased sxgnlf1cantly from January—June 1986 to

toyT

January—June 1987 Operattng income increased substant1ally in 1986 from the

:

1984--85 1evels and rose sharply again in the first six months of 1987 Cash

-+

flow also 1mproved substantlally in 1986 and the flrst half of 1987, as dida

operating income as a percentage of net sales. 28/
In sum, the performance of this 1ndustry has 1mproved substantially over

the course of this 1nvest13at10n and we conclude that the 1ndustry ‘is not

i

25/ Report at Table 7.

26/ Id. at Tables 2 and 7.

27/“ The Commission received usable flnanclal data only fcom Rubatex Corp..
We note that Rubatex FENL operatlons are’ far larger than K1rkhall s FENL
operations. Id. at A-12. ‘

28/ 1d.
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experiencing.material injury. 32/' Assnming'arguendo that material injury
exists, we next consider whether such injury is by reason of the subject

_imports.

No material injury by reagson of the LTFV imports 30/

In determining whether there is material injury "by reason of" the LTFV
imports under-investigation,-the Commission con91ders, among other factors,
the volume offimports subject tn investigation, the effect of these imports on
prices in the United states for the like product, and the impact of such
imports on the relevant domestic industry él/

The volume of imports_(measured in thouénnds of squane ftet). stactingv
from a low baée in 1984,'grewvnharnl§ in 1985 and again in 1586 before
declining .over fifty percent from January-June 1986 to January-June |
1987. 32/ As a percentage of apparent domestic consumption, fhe volume of

imports (again measured in thousands of square feet) rose sharply from 1984 to

1986, before,declintng by half from January—June 1986 to Januacy—June

29/ We are Aware that some of this improvement may have been due to the
issuance of an antidumping order against imports from Japan in 1985. See 50
Fed. Reg. 29466 (July 19, 1985).

30/ Becauseﬁthére~is only one expdrteé of FENL from Taiwan and a 1iﬁ1ted
_number of importers, the data concerning the effect or lack of effect of the
imports on the domestic industry may be discussed only in general terms.

31/ 19 U.S.C. § 1677(7)(B).
32/ Report at.Table 10. The Commission's preliminary investigation was
instituted on March 15, 1987. Given the lead times for the placing of orders
and the time required for shipment from Taiwan, it is extremely unlikely that
the pendency of this investigation had more than a minimal impact, if any
impact at all, on the volume of imports during January-June 1987.
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1987. 33/,

However, the‘1986'import data are skewed by'a substantial volume of
seconds. 34/ The usable area of the secbnds was substantially less than the
usable area of first quality material, so that measures of absolute atrea of
imported FENI. overstate the real impact of the imports; Since the pricés of
secondé reflect the reduced usable area per sheet, tﬁe mofe appropriate
approach is to consider the imports on a valﬁe basis.” When so considered, the
imports increased sharply from 1984 to 1985, but then increased more slowly
from 1985 to 1986, before falling in the first half of 1987. 33/

Imports from Taiwan, as a percentage of appatént ddmestic consdmption on
a value basis, increased substantially from 1984 to 1985, then increased
slightly from 1985 to 1986. From January-June 1986 to January-June 1987, the
percentage declined to the level of 1985. 36/ For all periods the import
penétration'by value remained low. Further, notwithstandingvthe fluctuations -
in the volume of.such'imports} the condition of the domestic industry -
continued to improve.: -

The same lack of “impact is apparent when prices are considered. The

Commission requesiedtquartefiy pricing data for four common thicknesses of

33/ 1d. at Table 13.

34/ See footnote 24, supra. We further note that the relatively 1argé
volume of seconds produced by Sheico and sold in the United States was related
to the start up of new production facilities in Taiwan. Tr. at 77-79.

35/ Report at Table 11.

36/ Id. at Table 13.
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FENL. Domestic prices were generally above those of the imports. With one
exception, prices for each of the four thicknesses increésed throughout the
period of investigation. 31/ Some of those price increases occurred at
times of increasing volumes of imports from Taiwan. 1In addition to absolute
changes in price, rising price levels are important because, when compared to
costs in this industry,, they reflect increasing profitability. Moreover, the
record does not support any inference of price suppression or price
depression. There were no allegations of lost revenues by the domestic
industry. Finally, although there were some substantial allegations of lost
sales by the domestic industry, virtually none of the allegations were
confirmed and even where sales were actually 1ost, the volume of those lost
sales was quite small.

The lack of price impact is reinforced by the fact that sourcing
decisions are based in part on factors other than price. Although several
considerations equally favor the domestic and the imported product, the
domestic product appearshto have enjoyed a substantial edge in quality over
the period of investigation. As we know from our past investigations and as
confirmed.by the record to this investigation, purchasers of FE&L blace a
relatively high premium on quality and are particularly concerned with four
kinds of defects -- delamination, color inconsistency, variation in thickness,

and color fading and running. 38/ Discussions with purchasers by Commission

1/ Report at Table 14.

38/ Report at A-28.
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staff indicate that the Taiwan produceb has had quality problems, although the
quality of its product has beenlimprqving.-ég/
Accordingly, the record does not reveal any.significant effects of the

subject imports on the domestic;ipdustqy‘and we find that there is no material

injury by reason of the LTFV imports from Taiwan.

No thfeat.of material iﬁjur§ By feaébn'o%'thé LTFV iﬁpdrts

Ihvaetefminiﬁg whether tﬂefe is a threat of material injury by reason of
the subject imports; the Commission is direéted £o gonsiaer, igggg’glig, any -
existing unused foreign capacity or inéreasg in foreign productive capacity
likely to resulf in a éigﬁificant increase in exports to tﬁé United States,
any rapid increase in U.S. market penetratioﬁ and the iikelihobd that such
pénetration Gilliiﬁcreaéetté an.iﬁjur16ﬁs.1ével, tﬁe probabiiity thatvimpofts
will entér‘the Uhitedisfaieé:ét~bfi§es thét'ﬁiii'hédé'a debpeséing'or
supéréséing effecé on doﬁestid'pficeé, any substantial iﬁcreéséwin iﬁVeﬁtbriés
in the Unitédfététes,.ahd the éoteﬁﬁia!Ifor.product—éhifting;‘ﬁgl - L7
finding of threat of material injury must bé.based on "evidence that the

threat of material injury is real and that actual injury is imminent,” and

such a determination may not be based on "mere conjecture or

39/ . Report at A-28. FQr:somevappLiCations,'Taiwgn duaiipy,is‘gtill viewed
as inferior. o . . , - B - .

40/ 19 U.S.C. § 1677(7)(F)(i).

41/ Potent1a1 for product—shtfting is not an issue in this investigation
because there are no products subject to 1nvestigatlon or.to final orders that
use production facilities that can be shifted to the product1on of FENL

Report at A-18.
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e . A2/
supposition.” —
The data the Commission received in this investigation reveal that Sheico

. increased its capacity from 1984 to 1986, 43/ However, throughout the

period of investigatiou, Sheico's capacity utiiization was very high.
Although exports to_the United States incteased (except for the decline in
January-June 1987); Sheiee's ceptive cpnsumptiOn and sales te thicd-country
markets increased atlan:equal or 3reater‘rate. ﬁﬂ( Sheico hasvetated that
it will not'beusignificantly'ehanging.its productive capacity in
Taiwan. a3/ In addition, availeble'infermatiou suggests that Sheico will
not decrease its exports to third—country.markets in order to increase exports
to the United States. ié/‘

.In fact, the recent.decline in exports to the United Statee is likely to
continue. 1In the first place, Shetco is pr:marxly a manufacturer of wetsuits

47/

and wetsuit components and uses 1ts own FENL productxon for this. — Thts

appears to be its preferred line of busmness It has only a small 1nventory

42/ 19 U.s.C. § 1677(7)(F)(ii). See also S. Rep. No. 249, 96th Cong., 1lst
Sess. 88-89 (1979).

3/ Report at Table 10.

44/ Id. Sheico has provided the Commission with copies of purchase orders
substantiating a significant portion of the third country sales.

45/ Report at A-19.

&

6/ Report at A-19-20;-Sheico posthearing brief at 8.

47/ Report at A-19; Tr. at 65, 71-72, 80.
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of FENL, of which only a paftfis available for export. 48/ Second, Go
Sport, Sheico;s sistér'company in the United States, has purchased land and is
_in the process of cdnstrucging facilities in South Carolina for the production
of FENL and wetsuits. It expects FENL to'begiq production there in
1989. 52( Thﬁs, an increase in import peneﬁration, much less an increase to
injufiouéblévels, is uniikély.' |
Nor do we believe that future imports will be priced at levels that would
have significant'adverse_effécts on the prices of the like product. Prices of
imports from Taiwan did no£ significantly affect U.S. prices for the like
product during the period of investigation and there is nohevidence that they
will do so in the foreseeable future.
Finally, thé ratio of importer stogks to shipments has declined
substantially sincé 1985. 20/
Accordingly, we determine that thefe is no threat of material ﬁnjury to

the domestic industry by reason of legs-than-fair-value imports of fabrip and

expanded neoprene laminate from Taiwan.

48/ 'Report at A¥19; Sheico posthearing brief at 8.
49/ Report at A-20; Tr. at 81-82.
50/ Id. at A-19.
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(Public Version)
ADDITIONAL VIEWS OF CHAIRMAN LIEBELER

Fabric and Expanded Neoprene Laminate
.. from Taiwan
Inv. No. 731-TA-371 (Final)

I join my.collegues in determining that an industry
in the United States is not materially injured or
threatened with material injury, by reason of imports of
fabric and expanded neoprene laminate (FENL) from Taiwan

that the Department of Commerce has determined to be sold

. 1
at less than fair value (LTFV).

I concur with the majority in‘their definition of the
like product and the domestic industry, and with their
discussion of the condition of the domestic indﬁstry, and
their analysis of threat of material injury.' I offer

these additional views on causation of material'injuryf

Material Injury by Reason of Imports

In order for a domestic industry to prevail in a

final investigation, the Commission must determine that

1 ,
Since there exists a domestic industry producing FENL,
material retardation was not an issue in this
investigation and will not be discussed further.
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the dumped imports cause or threaten to cause material
injury to the domestic industry producing the like
product. The Commission must determine whether the
domestic industry producing the like product is materially
injured or is threatened with material injury, and whether
any injury or threat thereof is by reason of the dumped
imports. Only if the Commission finds a reasonable
indication of both injury and causation, will it make an

affirmative determination in the investigation.

Before analyzing the data, however, the first
question is whether the statute islclear or whether one
must resort to the legislative history in order to‘
interpret the relevant sections of the import relief law.
In general, the accepted rule of statutéry constructibn is
that a statute, clear and unambiguous on its face, need
not and cannot be interpreted using secondary sources.

Only statutes that are of doubtfui meaning are subject to

2
such statutory interpretation.

The statutory language used for both parts of the

analysis is ambiguous. “”Material injury” is defined as

2

C. Sands, Sutherland Statutofy Construction § 45.02
(4th ed., 1985.).
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"harm which is not inconsequential, immaterial, .or

unimportant.” As for the causation test, ”by reason

of” lends itselfvto’no easy interpretation, and has been
the subject of much debate by'past and present
commissioners. Clearlyh,well-informed persons may differ
as to the'interpretation of theicausation and material
injury sections of titie VII. 'Therefore; the legislative

history becomes helpful in interpreting title VII.

The ambiguity arises in part because,it is.clearlthat
the presence in the United States'of'additional foreign
supply will always make the domestic industry worse off.
Any time a foreign- producer exports products to the United

States, the increase in supply, ceterls parlbus, must

result in a lower pr1ce of the product than would
otherw1se prevail. If a downward effect on prlce,A
accompanied‘by a Department of Commerce dumpihg fihdihg
and a Commission findiug that financial indicators Were
down were all that were‘required for au‘affirﬁative
determlnatlon, there would be no need to 1nqu1re further

into causatlon.

3
19 U.S.C. § 1977(7) (A) (1980).
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But the legislative history shows that the mere
presence of LTFV imports is not sufficient to establish
causation. 1In the legislative history to the Trade
- Agreements Acts of 1979, Congress stated: -

'(Tlhe ITC will consider -information which

indicates that harm is caused by factors other
' ' 4

than the less-than-fair-value imports.
The Finance Committee emphasized the need for an
exhaustive causation analysis, stating, ”“the Commission
must satisfy itself that, in light of all the information
presented, there is a sufficient causal link between the

, - 5
less-than-fair-value imports and the requisite injury.”

The Senate Finahce Committee aékhowledged that the
causation analféis_would not be easy: “The determinatipn
of the ITC with respect to causation, is under current
law, and will be, under section 735, comp;gx‘and'
difficult, and ié a mafter for the judgment of the

6
ITC.” Since the domestic industry is no doubt worse

4

Report on the Trade Agreements Act of 1979, 'S. Rep. No.
249, 96th Cong. 1lst Sess. 75 (1979).



21

6ff by the presence of any imports (whether LTFV or fairly

traded) and Congress has directed that this is not enough

upon which- to base an affirmafiVe determination, the
 Commission muétidelve further to find what condition

Congress has attempted to remedy.

In the legislative history to the 1974 Act, the Senate

.. Finance Committee stated: . =

This Act is not a ’protectionist’ statute
designed to bar or restrict U.S. imports; rather,
it is a statute designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

7
United States industry.

Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm

results therefrom:

[T]he Antidumping Act does not proscribe
transactions which involve selling an imported
product at a price which is not lower than that
needed to make the product competitive in the
U.S. market, even though the price of the
imported product is lower than its home market
8 : '
price.

! 7 B " ’ . ’ .
' Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 24
'Sess. 179. . _

8
Id.
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This ”complex and difficult” judgment by the
Commission is éided greatly by the use of economic and
financial analysis. One of the most important assumptions
of traditional microeconomic theory is that firms attempt

.
to maximize profits. Congress was obviously familiar
with the economist’s tools: ”[I]mporters as prudent
businessmen dealing fairly would be interested in
maximizing profits by selling<at prices as high as the

10
U.S. market would bear.”

An asserfion of unfair priée discriminatiqn should be
accompanied by a factual record that can support such a
conclusion. In accord with economic theory and the
legislative history, foreign firms should be presumed to
behave rationally. .Therefore; if the factualisetting in
which the unfair imports occur does not support any gain
to be had by unfair price discrimination,'it is reasonable
to conclude that any injury or threat of ihjury to the

domestic industry is not ”by reason of” such imports.

9

See, e.g., P. Samuelson & W. Nordhaus, Economics 42-45
(12th ed. 1985); W. Nicholson, Intermediate Microeconomics
and Its Application 7 (3d ed. 1983).

10
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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In many cases unfair prlce dlscrlmlnatlon by a
»cqmpetltor would be~1rrat10nal. In.general, 1t is not
rationél to chaf§e~a pfidevbelowtthat necéésary'to ééll
one’s produét. lIn certain'circumstances,fa firm may try
tp'capture‘a sufficient'market share to be able to raise
its price in the future. To move from a pbsition.where
the firm has no mafket power to a position Qhe;e the firm
has such power, the firm may lowér i£s'pricé below that
which is necessarf to meet.competitioh;A It“ié»this
condition which CongreSs must have meant when .it Chérged.
us ”to discourage.and.éreQent foreign'suppliers from using
unfair pfice discrimination:practices to the detriment of

11
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a

framework for examlnlng what factual settlng would merlt

an afflrmatlve finding under the law 1nterpreted 1n 11ght
12
of the c1ted leglslatlve history.

11 : : . _
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179. . .

12 , o
Inv. No. 731-TA-196 (Final), USITC Pub. 1707, at 11-19
(1985) (Additional Viéws of Vice Chairman Liebeler).
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The stronger the evidence of the following
. . the more likely that an affirmative
determination will be made:" (1) large and
increasing market share, (2) high dumping
margins, (3) homogeneous products, .(4)’
declining prices and (5) barriers to entry
to other foreign producers (low elasticity
13
of supply of other .imports).:

The statute requires the Commission to examine the volume
of imports, the effect of imports on prices, and the

-

14
general impact of imports on domestic producers. The,

legislative history provides some guidance for applying
thése critéria. The : factors incorporate both the
statutory criteria and the guidance provided by the
legislative history. Each of these factors is evaluated-

below.

Causation analysis

Examining import.penetration is important because
unfair price discrimination has as its goal, and cannot
take place in the absence of, market power. The market

penetration of imports under investigation on a value

basis increased from ---- in 1984 to ---- in 1986, but
13

Id. at 1s6.
14

19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp. 1985).
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fell to ---- in interim 1987, compared with ---- in

15

interim 1986. Although import penetration increased

- from 1984 t011985 the incréase slowed in 1986 and declined

in interim‘1987 to the level of 1985. The market share is

very low and consistent with a negatiVe determination.

The second factor is a high margin of dumping. The

higher the mérgin,~ce£eris paribus, the more likely it is

that the proéuct is being sold below the competitive price
and the more likely it is-that the domestic producers will
be adverselyréffected.- The Commerce Deparfment determined
that the weighted average 'dumping margin is 0.8%.: This
margin is very low and is consistent with a négative'

determination.

The third factor is the homogeneity of the products.

The more homogeneous the products, the greater will be the

P

Staff Report at A-23, Table 13. Quantity based
penetration increased ‘from ---- in 1984 to ---- in 1986 ,
but fell to =---- in interim 1987 compared to ---- in

interim 1986. Quantity based penetration overstates
penetration because it includes seconds for which one
sheet may be only 50% usable. This problem is eliminated
in quality based data because seconds are priced to
compensate for unusable portions. I note that using
quantity-based penetration data would not have changed my-
determination in this investigation. Import penetration
data are confidential and may not be cited in this opinion.
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effect of any unfair practice on domestic producers.
The domestic and the imported product differ in quality,
appearanée, and number of available grades; all factors
upon which purchasers of FENL base their.selection. A
majority of purchasers familiar with domestic and
Taiwanese FENL judge domestic FENL of equal or higher
quality. In addition, the domestic industry offers
several grades of FENL, while the’Taiwanese offer only
one. On the other hand, a majority of purchasers have
stated that the Taiwanese have the edge inlCOlor |
selection, and that this was a major‘féctor in choosing

16
the imported product over the domestic product.

There are important differences between domestic and

Taiwanese FENL.

As to the fourth factor, evidence of declining

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain
market share. The Commission asked U.S. producers and
importers to provide the quantity and f.o.b. selling

prices for their largest sale of each of four sizes of

16 .
Report at A-26-28.
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fabric and expanded neoprene laminate, by quarters.A U.S.

N : S ‘ ’ ‘ i 17 . . . :
prices rose slightly from 1984-1987. This factor is

consistent with a negative determination.

The fifth factor is-fofeign édpply eiaéticity"
(barriers to entry). If there is low foreign elasticity
of supply (or barriers to entry) it is more likely that a
producer can gain market power. During the period of the
investigation, Japan Qas the’majéf ékﬁorter of FENL to the
.U.S. From 1984-86 impd:ts, ﬁeasure& in quantity; from
Taiwan ihéfeaéed,'but sfili reﬁained‘welilbéloﬁ thé:level'
of exports from Japan. .Japan accounted fér ﬁore than half

of apparent U.S. consumptibn from‘1984¥86,vwhether

measured in quantity or in value terms; while Taiwanese

FENL accounted for only between ---- and ---—-

measured in quantity terms, and ~--------- measured in
- .18 .

value terms. Since imports from Japan account for

such a large portion of total imports, I conclude that

barriers to entry are low.

17 _
Report at A-36, Table 14.

Report at A-21, Table 11. This data is confidential
~and may not be cited in this opinion.
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I have'exaﬁined all five factors in reaching my
determination. Evidence on homogeneity is mixed. Market
- share, the dumping margin; barriers to entry and prices'

support a negatiVe’determination.

Conclusion

Therefore, I conclude that an 1ndustry in the Unlted
States is not materially 1njured or threatened with

material 1njury by reason of dumped 1mports of FENL from

Taiwan.
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ADDITIONAL VIEWS OF VICE CHAIRMAN ANNE E. BRUNSDALE

Fabric and Expanded Neoprene Laminate from Taiwan
Investigation 731-TA-371 (Final)

1

November 12, 1987

I joip wity mywcolleagues in the unamimous determination
that a domestic indpst;y is not materially injured or threatened
with material injury by reason of dumped imports of fabric and
expanded neoprene ;aminate (FENL) from Taiwan. I also concur
with my colleagues on the issues of domestic like product,
domest;c,industry,_condition of. the domasﬁic industry, and threat

1 .
of material injury. I offer these additional views to explain

my reasoning on the" issue of causation.
My analysis of the information on record in this case leads
me to conclude that dumped imports of FENL from Taiwan did not

have an appreciable effect on the domestic industry during the

: period of investigation. In particular, I find that the dumped

imports did not significantly suppress or depress prices of the

‘domestic like product. Nor did they significantly reduce the

volume of domestic indﬁstry shipments. As a consequence, the

1 .
See Views of the Commission, supra.
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sales revenue lost by the domestic industry as a result of dumped
imports is also very small.

To determine the maximum possible ‘adverse effects on
domestic prices and volumes in this case, I considered first the
absolute and relative amounts of the subject imports. While the
precise data are confidential, it is possible to discuss the
maximum possible magnitudes of the price suppression/price
depression and domestig volume effects in general terms. The

quantity of dumped fENL importsvincreased nearly ten-fold from

1984 to 1986 [**************k*****ii****************************
2 . .
kkkkkhhhhhhhn] The market penetration of dumped imports on a

quantity basis behaved similarly [ e e e o o e ke o ke e ok e ok e e ok ok o ek ok

o 3
****i*********************************************]. The

greatest adverse impact of the subject imports on the domestic
industry would have occurred in 1986 because it was then that the

Taiwanese import penetration was highest. [#*&kkkdkddkhhhhhhhhhik

4
*********************************************]

In order to assess these maximal effects it is important to

have information about the price sensitivity of domestiq-demand

1

2 . .
Report at A-21 (Table 11).

3
Id. at A-23 (Table 13).

4



31

and the price sensitivity of domestic supply. Evidence
prepared by the Office of Econémics'indicates that domestic
demand is inelastic and domestic supply is highly elastic.6
The figure reportéd for the demand elasticity of FENL is between
-0.2 and -1.0.7"Thus, if.the average price of FENL declines by
10 percent, other things remaining the same,.quantity demanded
would increase between 2 and 10 percent. The figure réported for
supply elasticity is at least 5.'8 Thus,‘if the average
domestic price obtained by U.S. producers_incréases by 1 percent,
other things remaining the same, quantity supplied by domesfic
firms would ‘increase by at least 5 pefcent. on the other hang,
if domestic shipments increase by 5Apefcént, the domestic supply
price would inérease by ﬁo more than 1 percent. B

'To assess the maximum possible adVerSe'VOlume effect on the

domestic ihdustry caused by the dumped imports, I make two

5 : ) .
For my views on the importance of elasticities in causation
analysis see Certain Welded Carbon Steel Pipes and Tubes from
Taiwan, Inv. 731-TA-349 (Final), USITC Pub. 1994 (July 1987) at
55-63 (Additional Views of Vice Chairman Brunsdale).

6 A

Memorandum from the Office of Economics, EC-K-428 (November

3, 1987) ("Economics Memo"). The evidence on elasticity numbers
was prepared by the Office of Economics and incorporates
comments and evaluations offered by parties in this case.

7
Id. at 3.

Id.
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assumptions. First, I assume that the total volume of these
imports replaces an equél volume of domestic shipments. This
assumption is clearly very favorable to the domestic
industry.9 Second, I assume that the fota; size of the market
was little affected by the lower price of the dumped FENL so that
the dumped fENL completely supplanted domestic FENL on a
one-for-one basis. This latter\assumption is not unreasonable
given that the overall demand for FENL in the U.S. market is
inelastic.

Under these assumptions, the volume effect in 1986, the year

when the imports were greatest, would have caused a contraction

in domestic industry shipments of roughly 20 percent. [*%&kkkk*

K g de ok de g ke K de de ke e ok ke Kk de ke K K de ok ok ko ke d Kk de ke ok de de ke ek ke kK d g Tk ke ke ok gk de ek ok ke ke ok ke ok ok k
khhkhhhkhhkhhhhhkhkhhhhhdkhhhkhkhkhhkhhkhkhkdkhkhkhkhkkhkhhkhkdhhkhkdkhdkdkddikhhhkkhkik

******************************************************] A
contraction of this size is not inconsequential, but, as
explained below, it is far too large to be a realistic conclusion

in this case. However, even if we were to accept this

9

Note that this line of analysis implicitly assumes that (1)

no other foreign supplier is adversely affected by dumped
imports, (2) FENL is a highly fungible product, and (3) the
price advantage enjoyed by dumped imports as a result of
dumping was so large that the entire volume of FENL imports
from Taiwan can be attributed to dumping. I will take up these
matters below. '
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approximate magnitude for the relative volume effect, the extent
of pfice suppression/price depression is relatively small. Its
maximum extent is.equal to the percentage decrease in the
dbmesfic supply price as result of the decline in domestic
-shipments caused by dumped imports. Since domestic shipments
wefe at most about 20 percent lower. and since the supply
elasticity is greater than 5, price suppression/price depression
would be, at most, 4 percent (that is, 20 percent divided by 5).
."[****************************************************************
;k******************************'k**f**********}k************
*******f********;*******************] I do not find this.
relative magnitude for the domestic price effect caused by dumped
imports to be significant, particularly in light of the health
and improving'coqdition of the domestic industry.lo

A realistic assessment of the degree to which the dumped
importq reduced shipments is much, much smaller than 20 perceht.'
There are three reasons why this is so.

First, heretofore, I have ignored the fact that there is

another player in the domestic market. Once again the exact data

10 L : .
See Views of the Commission, supra.
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11
are confidential. But we can say that, throughout the period
of investigation, Japan was not only an important supplier of

FENL but was also the largest source of FENL in the U.S. market.

[*********************************************************

kkkkkkkkkkkkkkk ] When Taiwan dumps in the domestic market it

takes away bﬁsiness from Japanese.suppliers as well as from
domestic suppliérsL Therefore; ﬁhe contraction in domestic
shipments resulting from Taiwanese'dumping would have been
substantially less than 20 percent.

Second, I have also ignored the fact that domestic and
Taiwanese FENL are not perfect'substitﬁtes, that is, not highly
fungible products. In this caée the Taiwan producer supplies
only one grade of FENL whilé ﬁhe,domestic industry supplies
several g'rades.13 Moreover, the Quality o§4the.Taiwanese

. product is at the low end of the spectrunm. 4Thus,'it-is not

reasonable to assume, as I did abbve, that the Taiwanese product

11 ‘ :
Report at A-23 (Table 13).

1d.
13 3
Id. at A-24-25.

14 : .
The Office of Economics has estimated that the degree of
substitutability =-- the elasticity of substitution -- bétween
Taiwanese FENL and domestic FENL is greater than 4. The higher
the elasticity of substitution the closer the two products are
to being highly fungible. Economics Memo at 1.
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would displace the domestic,like product on a one-for-one basis,
The appropriate rate of displacement is less, very:likely much
~ less, than one-for-one. As a consequence, the adverse volume
effect of dumped imports would have been conéiderably smaller
than 20 percent.

Flnally, to this point I have assumed that the price
.advantage galned by Taiwanese 1mports as a result of dumping was
so large that the entire amount of Taiwanese 1mports can be
attributed to the'unfair act. However, theAfinaltdumping margin
in this case is only 0.80 percent.15 Even if the full dumping
margin were passed through to.the price of Taiwanesé FENL, that
price in the U.S market would be 1owered by less than 1
percent.lé Given the‘quallty dlfferences between Taiwanese and
domestic FEﬁL, it is not very likely that this Very small price
advantage would have an appreciable effect on the domestic
industry or on the volume of imports'that enter the U.S. market

‘from Taiwan.

15
Report at A-2,

16

For a discussion of the role of the dumping margin in
assessing harm to a domestic industry, see Memorandum from the
office of Economics, EC-J-010 (January 7, 1986), at 29-31. For
a discussion of the propriety of the Commlssion's consideration
of this factor, see Hyundai Pipe Co., Ltd., et. al. v. U.S.
International Trade Commission, et. al., slip op. 87-18 (CIT
February 23, 1987). :
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For the foregoing reasons, I determine that dumped imports
of FENL from Taiwan are not a cause of material injury to the

domestic industry.



A-1
INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On May 14, 1987, the U.S. Department of Commerce published in the Federal
Register (52 F.R. 18258) its preliminary determination that there is a
reasonable basis to believe or suspect that fabric and expanded neoprene
laminate 1/ from Taiwan is being, or is likely to be, sold in the United
States at less than fair value (LTFV) within the meaning of the Tariff Act of
1930. Accordingly, effective May 14, 1987, the U.S. International Trade
Commission instituted investigation No. 731-TA-371 (Final) under section
735(b) of the act (19 U.S.C. § 1673d(b)) to determine whether an industry in
the United States is materially injured, or is threatened with material
injury, or the establishment of an industry in the United States is materially
retarded, by reason of such imports from Taiwan.

Notice of the institution of the Commission’s final investigation and of
a public hearing to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of June 10, 1987 (52 F.R. 22010). 2/ The Commission’s hearing was
held in Washington, DC, on October 6, 1987. 3/

The statutory deadline for reporting the Commission’s final injury
determination to Commerce is November 12, 1987. The briefing and vote were
held on November 6, 1987.

Background

‘On December 23, 1986, petitions were filed with the Commission and
Commerce by Rubatex Corp. (Rubatex), Bedford, VA, alleging that LTFV imports
of fabric and expanded neoprene laminate from Taiwan are being sold in the
United States and that an industry in the United States 1is materially injured
and threatened with material injury by reason of such imports. Accordingly,
effective December 23, 1986, the Commission instituted antidumping
investigation No. 731-TA-371 (Preliminary) under section 733(a) of the Tariff
Act of 1930 (19 U.S.C. § 1673b(a)) to determine whether there was a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry is
materially retarded, by reason of such imports. On February 5, 1987, the

1/ The products covered by its determination are described by Commerce as
materials used primarily in the manufacture of wet suits and similar products
for the scuba diving and recreational markets, currently reported for
statistical purposes in the Tariff Schedules of the United States Annotated
(TSUSA) under items 355.8100, 355.8210, 355.8220, 359.5000, and 359.6000.

2/ Copies of the Commission’s Federal Register notices are presented in app. A;
copies of Commerce’s Federal Register notices are presented in app. B. On
June 5, 1987, Commerce published in the Federal Register (52 F.R. 21339),

a notice extending its final LTFV determination in this investigation from
July 22, 1987, to Sept. 28, 1987. Consequently, on July 1, 1987, the
Commission published in the Federal Register (52 F.R. 24537) a notice of
revised schedule, which conformed to Commerce’s schedule.

3/ A calendar of witnesses who appeared at the Commission’s hearing is
presented in app. C. |
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Commission notified Commerce of its affirmative determination 1/ with respect
to its preliminary investigation. As a result, Commerce continued its
investigation on alleged LTFV sales of fabric and expanded neoprene laminate
from Taiwan.

Previous Investigation

Fabric and expanded neoprene laminate has been the subject of one other
statutory investigation conducted by the Commission, also instituted in
response to a petition filed by Rubatex. 1In July 1985 the Commission
determined 2/ that an industry in the United States was materially injured by
reason of LTFV imports of fabric and expanded neoprene laminate from Japan
(investigation No. 731-TA-206 (Final); USITC Publication 1721, July 1985). 3/

Nature and Extent of the LTFV Sales

Commerce made its final determination with respect to the LTFV imports on
September 28, 1987. In order to determine whether sales of the subject
merchandise from Taiwan were made in the United States at LTFV, Commerce
compared the U.S. price with the foreign-market value for the company under
investigation 4/ using data provided in questionnaire responses. SHEICO had
insufficient home-market sales of fabric and expanded neoprene laminate;
therefore, Commerce calculated the foreign-market value based on prices to
unrelated purchasers in a third country (Australia). The weighted-average
LTFV margin was 0.80 percent. 5/ Commerce has directed the U.S. Customs

1/ Commissioners Eckes, Lodwick, and Rohr determined that there is a
reasonable indication that an industry is materially injured or threatened
with material injury. Vice Chairman Brunsdale determined that there 1is a
reasonable indication that an industry is threatened with material injury.
Chairman Liebeler made a negative determination.

2/ Commissioners Eckes, Lodwick, and Rohr determined that an industry was
materially injured. . Chairwoman Stern and Vice Chairman Liebeler dissented.

3/ In its original determination Commerce found LTFV margins only with respect
to one of the four firms it Investigated--Yamamoto Corp. Three other firms
had either no margins or had de minimis margins. On Sept. 28, 1987, Commerce
published in the Federal Register (F.R. 36295) the final results of its
administrative review of the antidumping duty order concerning imports from
Japan. The review included two manufacturers/exporters of the subject
merchandise to the United States and covered the period Mar. 15, 1985, through
June 30, 1986. As a result of its review, Commerce found a LTFV margin of
3.09 percent ad valorem with respect to imports from Yamamoto but a de minimis
margin (0.29 percent) with respect to Heiwa Rubber Industries (which was not
included in Commerce’s original LTFV determination).

4/ Commerce made comparisons on approximately 97 percent of the sales by Shei
Chung Hsin Industrial Co. Ltd. (SHEICO) of fabric and expanded neoprene
laminate to the United States during July 1 through Dec. 31, 1986. SHEICO
accounted for over 70 percent of all sales of this merchandise from Taiwan.
Commerce’s final determination, as published in the Federal Register (52 F.R.
37193) of Oct. 5, 1987, is presented in app. B.

5/ Total sales by SHEICO to the United States during the period examined by
Commerce were * * %, 6 of which * * %, or about * * % percent, were found to
have LTFV margins. LTFV margins ranged from * % * percent to * * * percent.
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.Service to suspend liquidation of all imports of the subject merchandise
entered, or withdrawn from warehouse for consumption on or after May 14, 1987.

The Product

Description and uses

The product subject to the petitioner’s complaint--fabric and expanded
neoprene laminate--consists of sheets of expanded rubber, 1/ usually neoprene
or a blend predominantly of neoprene, 2/ to which a textile fabric, usually of
nylon or nylon and spandex, 3/ has been laminated on one or both sides. This
product is used primarily in the manufacture of wet suits worn by participants
in diving, surfing, water skiing, and other types of water-related activities,
“both recreational and professional. About 80 percent of the suits sold in the

~United States are used for above-water activities, such as surfing, wind

. surfing, water skiing, and sailing; the remainder are used for below-water
activities, such as snorkeling, scuba diving, and deep diving. Other
recreational articles made from this product include such items as kayak
cockpit covers, weight-reducing belts, handlebar grips for bicycles, ski
masks, wet suit hoods, boots, and gloves. Relatively small quantities are
used for sports medicine items (e.g., knee braces), bottle and can holders,
eyeglass cases, .table mats, and miscellaneous novelty products.

The manufacture of fabric and expanded neoprene laminate begins with the
production of expanded neoprene and ends with the lamination of this material
to the fabric. U.S. producers purchase the fabric; SHEICO, the Taiwan
producer, manufactures it, although the company does import some nylon from
Japan. To produce expanded neoprene, raw neoprene polymer is heated and mixed
with carbon black, calcium carbonate, naphthitic mineral oil, and other
ingredients; cooled and remixed with ”blowing agents” (i.e., chemicals that,
when activated, decompose into bubbles of nitrogen gas, forming the closed
cells of the finished rubber); extruded into continuous sheets about 45 inches
in width; and reheated in ovens, which activates the blowing agents. 4/ The
continuous sheets are then cut into lengths of about 50 feet. After allowing
the sheets to cool and stabilize for about 2 weeks (since the gas-forming

1/ Expanded rubber, according to the American Society for Testing & Materials
(”Standard Specifications for Flexible Cellular Materials, Sponge or Expanded
Rubber,” Annual Book of ASTM Standards, ASTM D 1056-78, pp. 1-14), is a type
of rubber having closed (unconnected) cells (pockets) of gas dispersed
throughout the rubber mass, in contrast to sponge rubber, which has open
(connected) cells dispersed throughout the mass.

2/ Neoprene is a synthetic rubber made by the polymerization of chloroprene
and characterized by superior resistance to decomposition by oils, oxygen,
ozone, and many other substances.

3/ Nylon and spandex are synthetic (petroleum-based) fibers noted for strength
and stretchability (elongation and recovery).

4/ Another method for forming closed cells in the rubber is to combine the
neoprene mixture with nitrogen gas under pressure. The petitioner, which uses
this method for some of its production, claims that the cells produced thereby
are more regularly sized and consistently distributed than those produced by
the regular method.
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actions of the blowing agents continue after cooling), the sheets are split
into thicknesses ranging from about 1/32 inch (or about 0.8 mm) to about 3/8
inch (or about 9 mm). To produce the laminate, sheets of expanded neoprene
are coated with an adhesive, joined to the fabric, and vulcanized. The other
side of each sheet may have fabric applied in the same manner. After
lamination, the sheets are either rolled and shipped as such or cut into
smaller lengths of from 7 to 10 feet.

In addition to having differing thicknesses and being laminated on one or
both sides, fabric and expanded neoprene laminate is differentiated by
variations in the fabric (including color, type of weave (plush, terry, etc.),
and weight (thickness of yarn)), grade of expanded neoprene, and overall
grade. Prices vary accordingly. The availability of various fabric colors
and color combinations is important, since most wet suits are purchased by
individuals for sport and recreation purposes. Both the U.S.- and Taiwan-
produced products are available in a number of fabric combinations and colors.
The petitioner offers four grades of expanded neoprene; another U.S. producer,
two; and the Taiwan producer, one. The grade of expanded neoprene is largely
a function of the recipes followed for its manufacture and the size and
distribution of its cells. It is measured with much the same criteria as is
overall grade. Overall grade is a function not only of the expanded neoprene,
but also of the type of fabric used for the laminate. It is measured in terms
of such things as softness (compression deflection), stretchability (tensile
stress), density, water absorption, temperature insulation, resistance to tear
(tensile strength), and durability (resistance to abrasion, cuts, and
deterioration under continual use). Softness and stretchability, related to
the comfort in donning, wearing, and disrobing from a wet suit, are factors
that are particularly important to the consumer. Large buyers of wet suits,
such as the U.S. Navy, publish specifications for both fabric and expanded
neoprene, in addition to the combined lamindte. All buyers of fabric and
expanded neoprene laminate expect it to meet certain minimum standards.
Seconds--sheets with known defects--are sometimes sold at discount prices. 1/
Secondary material produced by the petitioner accounts for a small share of
its total production and, for the most part, it is consumed at its plant in
the manufacture of other products, such as soles for shoes and boots. 2/
Secondary material produced in Taiwan, listed as having either 50 percent or
70 percent usable surface, accounted for * * * percent of SHEICO’s exports to
the United States in 1986.

There are no known products that may substitute for fabric and expanded
neoprene laminate as a wet suit material.

U.S. tariff treatment

Imports of fabric and expanded neoprene laminate are classified in
items 355.81, 355.82, 359.50, or 359.60 of the TSUS, depending on their

1/ Common defects include tears or irregularities in the fabric, uneven
thickness in the expanded neoprene, and/or warps or poor adhesion in the
laminate.

2/ Second quality material accounted for * * % percent of total shipments by
Rubatex in 1984, * * * percent in 1985, * * % percent in 1986, and * * *
percent in January-June 1987.
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composition. 1/ If the product weighs over 44 ounces per square foot and
contains 50 percent or less, by weight, of textile fibers, 2/ it is classified
in TSUS item 359.50. All other products, pursuant to headnote 2(c), part 4C
of schedule 3, are classified in either TSUS item 355.81 (if over 70 percent
by weight of rubber or plastics) or TSUS item 355.82 (if 70 percent or less by
weight of rubber or plastics). TSUS items 355.81, 355.82, and 359.50 include
many fabrics other than those covered by this investigation.

5 The column 1 (most-favored-nation) rates of duty for TSUS items 355.81,
355.82 . and 359.50, applicable to imports from Taiwan, are 4.2 percent ad
valorem, 8.5 percent ad valorem, and 3 cents per pound plus 18 percent ad
valorem, respectively. 3/ The column 1 duty rates for TSUS items 355.81 and
355.82 represent the last in a series of duty reductions granted in the Tokyo
Round of the Multilateral Trade Negotiations. The column 1 rate of duty for
TSUS item 359.50 will be reduced to 16 percent ad valorem on January 1, 1988.

U.S. Producers

In addition to Rubatex, which produces fabric and expanded neoprene
laminate at a single plant in Bedford, VA, 4/ one other firm manufactures
fabric and expanded neoprene laminate in the United States: Kirkhill Rubber
Co., at a single plant in Brea, CA. 5/ Rubatex, a wholly-owned subsidiary of
Great American Industries, Binghamton, NY, accounted for * * * percent of U.S.
production in 1986. Both Rubatex and Kirkhill are medium-sized corporations,
and both manufacture several types of rubber products other than fabric and
expanded neoprene laminate, many at the same plant and with some of the same
equipment and labor. The subject product accounts for less than * * * percent
of Rubatex’s sales and less than * * % percent of Kirkhill’s sales.

1/ The petitioner included TSUS item 359.60 in its petition, but it is doubtful
that the subject fabric and expanded neoprene laminate would be imported under
this tariff item since it provides for laminated fabrics of other than manmade
fibers.

2/ For the purpose of the tariff schedules, in determining the component
fibers of chief value in coated, filled, or laminated fabrics and articles
wholly or in part thereof, the coating or filling or the nontextile lamination
substances shall be disregarded in the absence of context to the contrary in
tariff items, superior headings, or headnotes.

'3/ The rates of duty 1in col. 1 are most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(d) of the TSUS. The
People’s Republic of China, Hungary, Poland, Romania, and Yugoslavia are the
only Communist countries eligible for MFN treatment. However, MFN rates would
not apply if preferential tariff treatment is sought and granted to products
of developing countries. under the Generalized System of Preferences (GSP) or
the Caribbean Basin Economic Recovery Act (CBERA), or to products of Israel or
of least developed developing countries (LDDC’s) as provided under the special
rates of duty column.. Taiwan is ineligible for GSP treatment (duty-free entry)
under TSUS item 355.81 as a result of competitive need limits; articles in the
other tariff items are not designated as eligible for GSP treatment.

4/ Rubatex has shipping warehouses in Atlanta, .GA; St. Louis, MO; Houston, TX;
Denver, CO; Los Angeles, CA; and Kent, WA.

5/ Kirkhill is in support of the petition.
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U.S. Importers

The largest importer of fabric and expanded neoprene laminate from Taiwan
is an affiliate of SHEICO, Go Sport, Inc., located in Spartanburg, SC. * * %,
a trading company * * %, purchased small quantities from Taiwan beginning in
1986 for resale, and two firms that produce wet suits, * * %, also began the
importation of fabric and expanded neoprene laminate from Taiwan in 1986. A
third U.S. producer of wet suits, % % %, began importing the subject
merchandise from Taiwan during January-June 1987. * ¥ * imports fabric and
expanded neoprene laminate only when it receives an order from its client,

* * *k,

The U.S. Market

Channels of distribution

Nearly all fabric and expanded neoprene laminate sold in the United
States by U.S. producers 1is sold to unrelated product fabricators, mainly
wet-sult manufacturers located on the east, west, and gulf coasts. In 1986,
the proportion of fabric and expanded neoprene laminate sold by U.S. producers
to wet-suit manufacturers was about % % * percent of total sales. About ¥ * *
percent of that sold in the United States by SHEICO 1is sold to its
wholly-owned subsidiary, Go Sport Inc., * * ¥, Most of the remaining * * *
percent of SHEICO’s exports to the United States are sold to * * % trading
companies and product fabricators on the west coast.

U.S. consumption

Demand for fabric and expanded neoprene laminate is derived principally
from the demand for articles used in water sports, such as wet suits, surf
suits, and related aquatic apparel, and to a lesser extent from the demand for
such diverse articles as knee braces used in sports medicine, insulators for
beverage containers, and bicycle handle-bar grips. Apparent U.S. consumption
dropped by 12.8 percent from * * * in 1984 to * * * in 1985, then rose to
* % % in 1986, 3.4 percent below consumption in 1984. The market share
supplied by U.S. producers dropped annually, from * % * percent in 1984 to
* % % percent in 1986, a decline of 5.5 percentage points (table 1). 1/

Consideration of Alleged Material Injury

Two firms accounted for all known U.S. production of fabric and expanded
neoprene laminate during the period January 1, 1984, to June 30, 1987. Both
firms supplied data in response to Commission questionnaires. A summary of
that data is presented in table 2 and discussion of the data follows.

1/ On the basis of value, the market share lost by U.S. producers from 1984 to
1986 was 10.0 percentage points.
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Table 1 ) ‘ _ .
Fabric and expandéed neoprene laminate:- U:S. producers’ shipments; imports for
consumption, and apparent consumption, 1984-86, January -June 1986, and
.January -June 1987 :

Ratio to consumption

Producers’ _ Apparent Producers’
Period o . _shipments Imports consumption shipments Imports
"Quantity (1,000 square feet) Percent
1984, .0 unuiirannns ek dedede - Yedeke Yoik dedee
1985. ..., ... .. i, | dekok Yekeke Wirk Yokve Kok
1986............ PR Wkl dedek ek ¥ dedcke
January-June-- : o A
1986.....cvvnevnnnnnn | dedeke ek dekke " dedeke detck
1987......ciiiiinnn edeke hdadad edaded dekeke sekek
Value (1,000 dollars) 1/ . Percent’
1984. 0 u e, et —— — dedese Seded
1985. . iiviiinnnlinnnn. Jedde doicke dedok sedede el
1986. ... cvtiiiinannns ik dekeke Jedek ik dekk
January-June- - ' o ’
1986......... Cer e " dekcke ' Jrirk ek dedrde dedeke
1987..........+v... PR ST dedeke dedek dedede ke

1/ L#ndéd, dufy-paid vaiue at the port of 1mportationi

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission, from confidential data reported in the
U.S. Customs Service’s Net Import File, and from official statistics of the
U.S. Department of Commerce.
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Table 2
Fabric and expanded neoprene laminate: Summary of overall experience of U.s.
producers, 1984-86, January-June 1986, and January-June 1987

January-June- -

Item = 1984 1985 1986 1986 1987
Production...... .1,000 sq. ft.. ik dokke edeke ke ik
Capacity.......... e e do.... k¥ dokek ok olek Yedrk
Capacity utilization....percent.. Wik ok el ok ok
Domestic shipments.1,000 sq. ft.. k¥ edek ek ik Jekoke
Inventories....... PSPPI do.... ok Yolk ~ doink delok Jedek
Employment:
Production workers.....number.. sk ke Feick L eicle
Hours worked...... 1,000 hours.. ik " ek ik badad ] badadad
Average hourly wage............ badod ] dedke R Jelrk solrke
Average hourly total ,
compensation........... .00 Jedkok - ek ik ek ik
Financial experience: 1/ ‘ . ,
Net sales....... 1,000 dollars.. ik ik ik ek Sk
Cost of goods sold....... do...., ok badaled ek Fedoke Jedek
Net profit............. c.do.... Wk ik ek Sedeke Yk
Ratio to net sales:
Cost of goods sold..percent.. badald deleke Yok ik dekke
Net profit............. do.. Jedeke deeke ki Jedede ik
Cash flow....... 1,000 dollars deick Yekek ik dedede Jekede
*

1/ Data are for Rubatex only.__* *

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

U.S. capacity, production, and capacity utilization

The capacity of the two U.S. producers to manufacture fabric and expanded
neoprene laminate remained unchanged at slightly more than * * % during
1984-86 (table 3). 1/ Producers vere asked if their firms are scheduled to
add, expand, curtail, or close production facilities and to indicate the
amount that would be added or subtracted from the present capacity Rubatex
responded that * % %, Kirkhill responded that * % ¥,

1/ The equipment at Rubatex used to manufacture expanded neoprene, up to the
point at which it 1is split into different thicknesses, is also used to

. manufacture other rubber products. Expanded neoprene, or at least that used
in the production of fabric and expanded neoprene, accounts for about * * *
percent of the equipment’s time.
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Table 3 ]
Fabric and expanded neoprene laminate: U.S. capacity, production, and capacity
utilization, by firms, 1984-86, January-June 1986, and January-June 1987

) January-June--
Item and firm 1984 1985 1986 1986 1987

1,000 square feet

Capacity: 1/

Rubatex.........ooiiivennenenes dedede Fedoke Jeieke Jkk Jekcke
Rirkhill........... .. ciiiviven deicke Jeicde deicdke Yoot Fedek
Total........ .ot iirenennnns delede hdadad dedeke dokek dedcke
Production:
Rubatex........ccveviinevecanns dedede etk Jedede Yedede Sk
Rirkhill.........cciiiiiinenens Yeick eicde Jeicke Yotk Jedce
Total.......ocitivenasnnonans Jedete Jedcde ik Jedcke Jedede

Ratio, production to capacity (percent)

Capacity utilization:

Rubatex........cioiverennnnnans Jodeke Yedeke ik Yedede dedcke
Kirkhill.........cciitienns hidadad hadadad *dke ke Yok
Average............ e e rieke ik edeke Fedek dedede

1/ Capacity based on operating the firm’s facilities 120 hours per week, 52
weeks per year. . :

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

Aggregate U.S. production of fabric and expanded neoprene laminate
declined by 6.4 percent from * * * in 1984 to * % % in 1985, then rose by 9.5
percent to % % % in 1986. Production totaled * * * during January-June 1987,
46.3 percent more than the * * ¥ produced during January-June 1986, * » *,
Kirkhill could not supply data for its production by grades, but such data
were provided by Rubatex and are presented in table 4. 1/

In the aggregate, capacity utilization increased irregularly from * * *
‘percent in 1984 to * * * percent in 1986 and to * * * percent in January-June
1987. * % %,

1/ Producers, importers, and purchasers were asked to identify which grades
they view as close substitutes. Rubatex G-231-N, the most dense, resilient,
and durable grade, had no close substitutes in several major water-sports
applications. Rubatex R-1400-N and R-131-N were found broadly comparable
with Kirkhill 1LM-300 and S-400. Rubatex 008 and the imported merchandise from
Taiwan, the two softest materials, were found comparable in use and perceived
as direct competitors by market participants.
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Table 4
Fabric and expanded neoprene laminate: U.S. production by Rubatex, 1/ by
grades, 1984-86, January-June 1986, and January-June 1987

(In thousands of square feet)
: January-June--

Grade 1984 1985 1986 1986 1987
G-231-N.. ... ieorennenonsnses Jokde Jedeke dedede deicde Jedede
R-1400-N.......cooveeenvns RN Jelede ik Fedede Jeiede Yk
R-131-N.....i it ivoeennensonnnns Jeick Sk Yedede dedcke dedede
008.......ii ittt srerstonnannas Jedek Jedeke ke i deicic

Total.....covvevennens PN Fedeke Yedeke Kick riek Fedede

1/ Kirkhill could not supply production data by grade.

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

U.S. producers’ domestic shipments

U.S. producers’ domestic shipments declined by 17.0 percent from * * % in
1984 to * * * in 1986 (table 5). Shipments in January-June 1987 totaled * * *,
an increase of 47.3 percent from shipments of * * % in January-June 1986.

The Commission requested the U.S. producers to provide separate data on
their shipments of first-quality and second-quality 1/ fabric and expanded
neoprene laminate. * ¥ %,

Inventories

From 1984 to 1986, U.S. producers’ end-of-period inventories increased
from * * %, or * * * percent of total shipments, to * * *, or * % * percent of
total shipments (table 6). The net result for both producers combined was a
73.8 percent increase in inventories and a 32.1 percentage-point increase in
the ratio of inventories to shipments.’

Employment and wages

The average number of production workers employed in the manufacture of
fabric and expanded neoprene laminate declined by 13.1 percent from * * * in
1984 to * * * in 1986 (table 7). Total hours worked by production workers
also declined, dropping by 12.7 percent from * * * hours in 1984 to * * *
hours in 1986, but output per hour increased by 17.5 percent from 1984 to
1986. Hourly wages and total hourly compensation both rose by 6.6 percent
from 1984 to 1986. * % *.

1/ For purposes of this report, second quality is defined as fabric and
expanded neoprene laminate that was reduced in price because of defects.
Defects include blemishes, discolorations, wrinkles, or irregular thickness or
size, which reduces the usability of the sheet below normal levels.
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Table 5 :

Fabric and expanded neoprene laminate: U.S. producers’ domestic shipments of
first-quality and second-quality material, 1/ by firms, 1984-86, January-June
1986, and January-June 1987

January-June--

Item and firm - R 1984 1985 1986 1986 1987

1,000 square feet

Rubatex:: :
First quality..... e e
Second quality.......... PN

. .Subtotal.......cithiirian i
Kirkhill:

First quality..................

Second quality.................

HHEE S
LRSS
HEEE SR
HEEE SRS

Subtotal............. PPN

HEEERETE

Value (1,000 dollars)

Rubatex: . . _ _ o
First quality.........co0vuu .
Second quality.................

Subtotal....... e PIRTR
Kirkhill:
First quality..................
Second quality...... P

SRS

Subtotal.........civievvennn L

1 |4it Yt
REEEE T
WEERE T
TRHEE Y

i

Average unit value (per square foot)

Rubatex: , :
First quality..................
Second quality......... Y

Average........ EEEE ceeneenn
Kirkhill:

First quality................. .

Second quality......... e

Average..........i0vuuenn N

(I
R g
(NI
RHEER
(RHEEN

Grand average ............... o

1/ Second quality is fabric and expanded neoprene laminate that was reduced in
price because of defects..

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 6

Fabric and expanded neoprene laminate: U.S. producers’ end-of-period
inventories and shipments, by firms, 1984-86, January-June 1986, and
January-June 1987 -

January-June- -

Firm 1984 1985 1986 1986 1987

Inventories (1,000 square feet)

Rubatex...........iiteevenrennaas Yk ededke bk Jokk Sokek
Kirkhill........... c e et e e Ldadad Sedede hadadad bedadad badadad
D e 1 [ ik ik Jedek el Radadad
Shipments (1,000 square feet)
Rubatex............ cheeees e B Jedede doiok ik dedok ik
Kirkhill................ I badidad dedek dokk badadad badedad
Total............ e fadadd hodadad badaded Radadod ks
Ratio, inventories to shipments (percent)
RubatexX.........vivievunronenn e dedeke dokrke Wik 1/ ok 1/ deokk
Kirkhill........ e ok ol dik 1/ dokk 1/ dokk
Average........ e aie et Fedek Fokeke dhkk 1/ ek 1/ Aok

1/ On the basis of annualized shipments.
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

U.S. producers were asked to report any reductions in the number of
production and related workers if such reductions involved at least 5 percent
of the work force or 50 workers. ' Both firms reported such layoffs. * % %,

Financial experience of U.S. producers

The dominant producer, Rubatex Corp., furnished usable income-and-loss
data on its operations producing fabric and expanded neoprene laminate and on
its overall establishment operations. The other U.S. producer, Kirkhill
Rubber Co., with approximately * * * percent of U.S. producers’ sales in 1986,
did not provide cost data for the product under investigation * * *,
Kirkhill’s sales of fabric and expanded neoprene laminate averaged * * *
percent of its overall establishment sales during 1984-86.

Operations producing fabric and expanded neoprene laminate.--As a
percentage of Rubatex’s overall sales during the period 1984-86, fabric and
expanded neoprene laminate represented * * * percent. Rubatex’s net sales of
the subject product declined from * * * in 1984 to * ¥ * in 1985, or by * * *
percent, and then recovered by * * * percent to * * % in 1986 (table 8).
Operating income improved from * * % in 1984 to * * % in 1985 and * * * in
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Table 7

Fabric and expanded neoprene laminate: Number of production and related
workers, hours worked by such workers, wages and total compensation paid, and
output per hour, by firms, 1984-86, January-June 1986, and January-June 1987

January-June- -

Item 1984 1985 1986 1986 1987
Number
Production workers: )
RUDBLEX. . ottt vivinenennnennnnnn | ek ik ik ook ¥k
Kirkhill................ fee e fadalad fadalad Jedeke bakalad Fekede
Total.......oiieiiiinnreneees bakadod fakadad Yedke akadad adakad
1,000 hours
Hours worked:
Rubatex. ... ... v envneennnnennns Yook ik ik *¥k ik
Kirkhill..............c.coevu..n fadidad badidad adakad sedke Yedeke
Total..........iiiiiivnnennn fadaded badadad hodidad Jekk ok
Dollars
Hourly wages: .
RubatexX.......coiieevnvnnennnns ik ik ik dokek ik
Kirkhill............... ... ..., fadaded lek kel dokk Sk
Average....... ... oneon fakadid fadadad badadad kil Fedede
Total hourly compensation:
Rubatex..........coviivivnnnnn dekode edeke Jeirde ke dekede
Kirkhill............ ... ... ... Jokeke Rdadad Radakad btk Jedeke
Average......... ..ot Yedede kv Jedede Jedce Fedede
. Square feet
Output per hour: _
Rubatex.........c.oviiennennnnn Jedese Joleke Jekede deicde Fedede
Kirkhill.............c.conn.. fadatad badadad Fedeke Jedede Fkede
Average............ ... e ik ik Fedeke ik ke

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

1986. The improved profitability, as indicated by a Rubatex official, 1/
resulted from increased sales of higher graded products, which have greater
profit margins than the lower graded products that are directly affected by
the imported products. The operating margin was * * % percent in 1984, and
operating margins of * * * percent and * * * percent were experienced in 1985
and 1986, respectively. 2/ -

Data for the interim period ended June 30, 1987, show continued improve-
ment over the comparable period in 1986. Sales increased from * * % in 1986
to * * * in 1987, or by * * * percent; operating income rose from * * * to
* % *; and operating income margins rose from * * % percent to * * * percent.

1/ Mr. Milton Tsoleas, Controller.
2/ An analysis of Rubatex’s fabric and expanded neoprene laminate gross profit
variance and gross profit by grade are presented in app. D.
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Table 8 :
Income-and-loss experience of Rubatex on its operations producing fabric and
expanded neoprene laminate, accounting years 1984-86 and interim periods ended
June 30, 1986, and June 30, 1987

Interim period
ended June 30--

Item 1984 1985 1986 1986 1987
Net sales....... 1,000 dollars.. W% dokek ik sedcke ik
Cost of goods sold....... do.... %k badadad hodadad Jedede Jedede
Gross profit............. do.... %k bk ekke Feicke Jedeke
General, selling, and

administrative

eXpenses............ ..do..., Wik fdaded Jedeke dedede deick
Operating income or

@ K. Y-7-3 1 ..do.... ¥k . Fedek ik Jedeke deick
Interest expense......... do.. dokke Jrick dedeke Yok Yedede
Other income or (expense),

net........... 1,000 dollars.. Wk dekk ek deiede dekeve
Net income before income

taxes......... 1,000 dollars.. %% Jedeke edek Fedete Jedede
Depreciation and

amortization expense...do.... ¥¥%¥ Yeicte Yedee dedeke dokke
Cash flow................ do...., ¥k Yook ik Jedede sk
Ratio to net sales of--

Cost of goods sold..percent.. ¥¥¥ deick Jokok doirk Fedrde

Gross profit............ do... ‘% dedede dekek Kedede dedede

General, selling, and admin-
istrative expenses

percent., Yok Yok Fricie Jriek sdeke
Operating income or
(lOoSS) .. v vvvenvaennns do.... ik ek Joedcde e Sedeke
Net income before income
taxes......co0u000 percent. ., ik Fedede Aokok ook Fedede
1/ * % *,

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

~ Overall establishment operations.--In addition to fabric and expanded
neoprene laminate, Rubatex manufactures related rubber and vinyl products such
as joint fillers, insulation in rolls and sheets made from reclaimed products,
and extruded products used primarily for insulation in window and door
applications. Overall, net sales were at the same level in 1984 and 1985 at
% % % then improved by * * % percent to * * * in 1986. Operating income fell
from * * * in 1984 to * * * in 1985, or by * * * percent, then rose by * % %
percent to * * % in 1986. The operating income margins during 1984-86 were
%* % % percent, * % ¥ percent, and ¥ * * percent, respectively (table 9).
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Table 9

Income-and- loss experience of Rubatex on its overall operations producing

. fabric and expanded neoprene laminate, accounting years 1984-86 'and interim
periods ended June 30, 1986, and June 30, 1987

Interim period
_ended June 30--

Item : L | 1984 1985 . 1986 . 1986 1987

Net sales....... 1,000 dollars.. ¥ ke , Wik Yok ke
Cost of goods sold....... do.... -dok baladad habead badadad bakadad
Gross profit............. do.... ek deick Fricke ke delcde
- General, selling, and

administrative o

eXPEeNSeS.....oveveeennn do.... ik deokeke | Yok baadod ke
Operating income......... do.... Wik badadad ek fadadad ik
Interest expense......... do.... ‘d¥k Jedek Jeirk badadd ook
Other income or (expense), .

net........... 1,000 dollars.. ¥k deieke ke deirde dedek
Net income before income

taxes......... 1,000 dollars.. ¥ hidadad badadad Fedede Jokek

Depreciation and, L
amortization expense...do.... .

velck deicke dedee deicke dedeke
Ratio to net sales of-- : o
Cost of goods sold..percent.. ¥k ik Yedcke edeke ik
Gross profit............ do... ik ke ik - Wk Fick
General, selling, and admin-
istrative expenses
percent.. ¥k ik ik dedck Yokl
Operating income....... do.... ek Jedede Jedede Jodeke ke
Net income before income ‘ L .
taxes............. percent.. ik dedeke ek dedeie ik

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

Data for the interim period ended June 30, 1987, show significant
improvement from the corresponding period in 1986. Sales increased from * * *
to * * % and operating income rose from ¥ * % to * * ¥, The operating income
margins were ¥ * * percent in interim 1986 and * * * percent in interim 1987.
Profitability data for fabric and expanded neoprene laminate and all other
Rubatex products are shown. below



Item
Net sales:
Fabric and expanded neoprene
laminate....... 1,000 dollars..
Other......ccivvveeneennns do

Operating income or (loss):
Fabric and expanded neoprene

laminate ...... 1,000 dollars..
Other........ e do...
Operating income or (loss)
margin:
Fabric and expanded neoprene
laminate............ .percent..
Other.............. FPUPETRY . T TN
1/ % % %
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Interim period
ended June 30--

1984 1985 1986 1986 1987
Jodede Jekek Jedkek Jk Yedeke
Jodok el dedede Jedeke dedee
Jeick ok dedcke Jedk dedok
Jeirk Yedee Jeirke Jodeke Jodok
dedede i Jedek deick Joek
Jedede dedek Jedeke ke Yekok

Value of piopercy, plant, and equipment.--kubﬁtex's'investment in

productive facilities employed in the manufacture of all products of its
establishment and fabric and expanded neoprene laminate is shown in the .
following tabulation (in thousands of dollars): 1/

All establishment productsf

1984.........0ite e et e

Fabric and expanded neoprene laminate:

1984, ......covivinn et

Value of property, plant,
and equipment

Original " Book
~value _value
ik *h% .
Yok k2 s 4
Yokke Yoick
ki ki
N ik
siede ek,

Capital expenditures and,research and development expenses.--Rubatex

reported no capital expenditures for buildings, machinery, or equipment used

in the production of fabric and expanded neoprene laminate.

Rubatex did,

however, report capital expenditures for facilities and equipﬁent used in the
production of all establishment products, as shown in the following tabulation

(in thousands of dollars): 1/

1/ Data were not furnished for the interim periods ended June 30, 1986, and

June 30, 1987.
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Capital expenditures

All gstéblishment products:

1984, ... i e i e i e Fkok
S - . O Yodeke
1986. ... iv i iine ittt Feiek

Rubatex reported research and development expenses on fabric and expanded
neoprene laminate as shown in the tabulation belpw (in thousands of dollars):

Research and development

Period ’ expenses
1984, .. ittt e e i e e dedek
B8 . Fekeke
1986. ... ittt i e i i e el
Interim period ended June 30, 1986.. ¥k
ke

Interim period ended June 30, 1987..

Capital and investment.--U.S. producers were asked to describe any actual
or potential negative effects of imports of the subject product from Taiwan on
their firm’s growth, Investment, and ability to raise capital. Their replies
are in appendix E. * % &,

Consideration of Alleged Threat of Material Injury

Section 771(7)(F) (1) 6f the Tariff Act of 1930 (19 U.S.C. § 1677(7)(F)(1i))
provides that--

In determining whether an industry in the United States is
threatened with material injury by reason of imports (or sales for
importation) of any merchandise, the Commission shall comsider,
among other relevant factors 1/-- :

1/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(il)) provides that
"Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of mere conjecture
or supposition.”
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(I) If a subsidy is involved, such information as may be
presented to it by the administering authority as to the
nature of the subsidy (particularly as to whether the
subsidy is an export subsidy inconsistent with the
Agreement),

(II) any increase in production capacity or existing
unused capacity in the exporting country likely to result
in a significant Increase in imports of the merchandise to
the United States,

(III) any rapid increase in United States market
penetration and the likelihood that the penetration will
increase to an injurious level,

(IV) the probability that imports of the merchandise will
enter the United States at prices that will have a
depressing or suppressing effect on domestic prices of the-
merchandise,

(V) any substantial increase in inventories of the
merchandise in the United States;

(VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is
‘actually being imported at the time) will be the cause of
actual injury, and

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign .
manufacturers, which can be used to produce products
subject to investigation(s) under section 701 or 731 or to
final orders under section 736, are also used to produce
the merchandise under investigation.

The available information on the Taiwan producers’ operations (items (II)
and (VI) above) is presented in a subsequent section entitled ”Capacity of
foreign producers to generate exports,” and information on the volume, U.S.
market penetration, and pricing of -imports of the subject merchandise (items
(III) and (IV) above) is presented in the section entitled “Consideration of
the Causal Relationship Between the LTFV Imports and the Alleged Material
Injury.” The potential for "product-shifting (item VIII) is not an issue in
this investigation since there are no known products subject to investigation
or to final orders that use production facilities that can be shifted to
produce fabric and expanded neoprene laminate. The available information on
U.S. inventories of the subject products (item (V)) follows.



U.S. importers’ inventories

Yearend inventories of imports from Taiwan held by Go Sport 1/ increased
annually from * * % in 1984 to * * * in 1986. The ratio of inventories to
. shipments increased from * * * percent in 1984 to * % % percent in 1985, then
dropped to * * * percent in 1986, as presented in the following tabulation:

Ratio of
- inventories
Period Inventories Shipments to shipments
e 1,000 sq. ft.----- Percent
1984, .......cvvv i, ek Jeick Fedede
1985. ... iiiiiienn., deieke dedede Fodek
1986......ccciiiiinnn Fekede dokek Fedek
January-June--
1986.........000 . ko Jedede Yedeke
1987. . ...cnn... e etk edede Hedek

1/ Based on annualized shipments.

Capacity of foreiggﬁproducers to generate exports

Trade data provided by counsel for SHEICO 2/ show that the firm’s capacity
to produce fabric and expanded neoprene laminate increased annually from % * ¥
in 1984 to * * * in 1986 (table 10). Capacity in January-June 1987 was
reportedly the same as in January-June 1986 and, according to the data
submitted, no changes in capacity are expected through June 1988. Production
increased annually from % % % in 1984 to * * * in 1986; capacity utilization
increased from * * * percent in 1984 to * % % percent in 1985, then dropped to
* % % percent in 1986

SHEICO manufactures wet suits in Taiwan, and for this production the firm
captively consumes about 50 percent of the fabric and expanded neoprene
laminate it produces. 3/ Home-market sales by SHEICO, which began in 1985,
were small, increasing from * * * in 1985 to * * * in 1986. 4/ Exports to the
United States increased annually, from * % % in 1984 to * * * in 1986.

Exports to the United States 'in January-June 1987 were * % *, representing a
decline of 49.9 percent from the * ¥ * exported in January-June 1986. Counsel
states that exports to the United States by SHEICO will continue to decline

1/ * % %, as stated previously, only imports the subject merchandise after

receiving an-order. * * * had no inventories; * * *,

2/ According to Commerce, SHEICO accounts for 70 percent of the fabric and

expanded neoprene laminate exported from Taiwan.

3/ Posthearing brief on behalf of SHEICO, p. 6; complete data with respect to

inventories of fabric and expanded neoprene laminate held in Taiwan by SHEICO

were not provided, but SHEICO currently has an inventory of 29,863 sheets

(806,000 square feet), only part of which is available for export, Posthearing

brief, p. 8.

4/ Commerce found. that SHEICO had insufficient home-market sales to make price

comparisons, so the foreign-market value in Commerce’s determination was based
" on SHEICO’s prices to unrelated purchasers in Australia.
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Table 10

Fabric and expanded neoprene laminate: Capacity, production, captive
consumption, home-market sales, and exports by SHEICO, 1984-86, January-June
1986, and January-June 1987

January-June--

ITtem 1984 1985 1986 1986 1987
Capacity.......... 1,000 sq. ft.. &% dedek Feiok dedeke Fedeke
Production................ do.... ok badadad fadaded fadadad fadadad
Capacity utilization...percent.. ¥ Jedeke ik wdek ik
Captive consumption
1,000 sq. ft.. ok Jedeke dekoke ik dekrk
Home-market sales......... do.... Yo% ik ok Kkk Jedede
Exports to:
United States...1,000 sq. ft.. x ik deirk ik Fekeke
Australia..... et do.... ¥k Jeoiede ik Jekk badad d
Canada.................. do ik Jedek ik Jokrk Yiek
Others........... oo, do fodaded Jokok baduded dekke dek
Total.......ioviivvennnennns ke Fedek ek dekede Iedede
Exports to the United States
as a share of:
Production........... percent.. nkk adad ] Jedek ke ek
Total exports........... do... Fekk badadld Fekeke deick adadad

Source: Compiled from data supplied by counsel for SHEICO.

because its subsidiary, Go Sport, has purchased 18 acres in South Carolina and
intends to manufacture fabric and expanded neoprene laminate in the United
States by 1989. 1/ Australia and Canada are SHEICO'’s other principal markets
for fabric and expanded neoprene laminate. As a share of production, exports
to the United States by SHEICO declined annually from * % * percent in 1984 to
% % % percent in 1986. As a share of total exports, those to the United
States also declined annually, from * * % percent in 1984 to * * * percent in
1986.

Consideration of the Causal Relationship Between the
LTFV Imports and the Alleged Material Injury

U.S. imports

In recent periods, Japan and Taiwan have been the only countries known to
have exported the subject product to.the United States in significant
quantities. g/ From 1984 to 1986, total estimated U.S. imports of fabric and
expanded neoprene laminate rose irregularly, from * % *, valued at * * %, to
* % % valued at * ¥ ¥, an increase of 5.2 percent in terms of quantity.
Imports from Taiwan increased nearly ten-fold in this period, from * * *, or
* % % percent of imports, to * * %, or * * ¥ percent of Imports. As shown in
table 11, the unit value of fabric and expanded neoprene laminate from Taiwan

1/ SHEICO's posthearing brief, p. 8.
2/ According to industry sources, small quantities of fabric and expanded
neoprene laminate were imported from the Republic of Korea in 1986.



A-21

Table 11 :
-Fabric and expanded neoprene laminate: U.S. imports, by sources, 1984-86,
January-June 1986, and January-June 1987

January-June--

Source 1984 1985 1986 1986 1987

Quantity (1,000 sq. ft.)

Japan..... e et e e Yokk Fekk ik ek ik
Taiwan......... e e ik dedek dodok ] Jodok
Total.......civivienenveonsnss b kol ik ik ek *ededke
Value (1,000 dollars) 1/
B3+ & ¢ Y e Sk el Fodede Jedcde
Taiwan.........c0ivenenrnanenns fadidal fadidad badadad Fekek dedeke
Total........coiiiiininrnnens dekke Yeiede bokadad Fdcke Jedoke
Average unit value (per sq. ft.)
JaPAN. . . vttt i i c e ik dedeke ik ek Kieke
Taiwan.........coiiiiiiveiineens Fekek badadad akadad dedeke edeke
Average.........cciiveiiianen ek ik Jedeke bz rdeke

1/ Landed, duty-paid value at port of importation.

Source: Imports from Taiwan compiled from data submitted by counsel for
SHEICO; imports from Japan in 1984 compiled from data submitted in response to

- questionnaires of the U.S. International Trade Commission; imports from Japan .
in 1985, 1986, and 1987 are estimates based on confidential data in the U.S.
Customs Service’s Net Import File and on official statistics of the U.S.
Department of Commerce.

_ dropped markedly in 1986, primarily as a result of the sale of a substantial
volume of secondary material, none of which was sold in 1984-85 or January-
. June 1987. 1/

At the Commission’s hearing, counsel for the petitioners stated 2/ that
"Our experience in the marketplace shows -that the Japanese presence has been
substantially reduced and it has been supplanted and exceeded by the
Taiwanese.” In response to that statement, the staff has reexamined the
methodology it used in estimating imports from Japan (using data for 1984
submitted by importers during the Commission’s previous investigation

1/ SHEICO contends (in its postheafiﬁg brief, p. 7) that its sales of
second-quality material were a one-shot deal. Because SHEICO is a new
producer of neoprene, some of its earlier production runs had minor quality

. .problems. Accordingly, it had a supply of seconds to sell. Go Sport sold

seconds in early 1986 to a single customer, and is now in litigation with that
customer. Go Sport has no present plans to sell seconds in the U.S. market .
2/ Transcript, p. 4.
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concerning imports from Japan, with estimates made for subsequent periods
using information from Custom’s Net Import File) and recomputed the numbers,
and has no significant revisions to the import statistics presented in the
prehearing report. 1/

U.S. importers’ shipments

Domestic shipments of fabric and expanded neoprene laminate from Taiwan
by Go Sport, the major importer, increased annually from * * % in 1984 to
* % % in 1986. Shipments in January-June 1987 totaled * * *, representing a
decline of * * * percent from shipments of * * * in January-June 1986. As
shown in table 12, second-quality material accounted for a large share (¥ ¥* %
percent) of total sales by Go Sport in 1986. Go Sport reported no shipments
of second quality material in 1984, 1985, or in January-June 1987. All
shipments by * * %, 6 the only other importer that did not manufacture wet
suits, were of first quality material. 2/

U.S. market penetration

U.S. market penetration by imports from all sources increased annually
from * * * percent in 1984 to * * % percent in 1986. Imports from Taiwan also
increased their market share, rising from * * % percent of U.S. consumption in
1984 to * * * percent in 1986. Market penetration by the imports from Taiwan
dropped to an estimated * * * percent in January-June 1987, compared with an
estimated * * * percent in January-June 1986 (table 13). 3/

1/ Petitioner’s assumption in making the above statement (i.e, that after
dumping duties were imposed on imports of fabricated and expanded neoprene
laminate from Japan, imports of such merchandise from that source were
replaced in their entirety by imports from Taiwan) ignores the fact that only
1 or 2 of the Japanese producers (out of 5 or 6 investigated by Commerce) are
subject to antidumping duties, the others having been found to have either no
or de minimis LTFV margins. Moreover, petitioner based its assumption on
three major wet suit accounts that were cited in the lost sales section of its
questionnaire and which, in the aggregate, reportedly accounted for $10 '
million in annual purchases of fabric and expanded neoprene laminate.

However, respondent SHEICO testified that its worldwide sales were far less
than this amount (transcript, pp. 97-98). All 3 of these firms returned
purchaser’s questionnaires, and the lost-sales allegations concerning each are
discussed in the "Lost sales” section of the report. Purchases of imports by
each firm during the period covered by the Commission’s investigation, by
country of origin, are shown in app. F. -

2/ * % %, which began importation of the subject merchandise in 1986, had
shipments of * % % in 1986, * * * in January-June 1986, and * * * in
January-June 1987.

3/ The ratio of imports from Taiwan to U.S. production increased annually from
% % % percent in 1984 to * * * percent in 1985, and to * * * percent in 1986.
For January-June 1987, the ratio was * % % percent, down from * * % percent in
the year-earlier period.



A-23

Table 12 :

Fabric and expanded neoprene laminate: Domestic shipments of first- and
second-quality imports from Taiwan by Go Sport, 1984-86, January-June 1986,
and January-June 1987

January-June- -

Item 1984 1985 1986 1986 1987

Quantity (1,000 sq. ft.)
First quality.................. Fedeke Fedeke ke Felcde Fekeke
Second quality................. fakaded Yedede hadalad fakadad ok
Total..........coviiviinenns fadilad Feik: bakadad bakadud Jokok
Value (1,000 dollars)
First quality.................. ik dedede Fedede Fdek ke
Second quality.......... J ok fadaded *iek bodadad fakidal
Total..... et i et fadadad deicke ik dodee Fokk
Average unit value (per square foot)
First quality............... N il ik ik ik L
Second quality................. ¥&¥ Jelede badadad Fedeke Sk
Average.........voirncesnn ik ek Fohde dokk Kok

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

Table 13
Fabric and expanded neoprene laminate: Apparent U.S. consumption and ratio of
imports to consumption, 1984-86, January-June 1986, and January-June 1987.

Apparent
U.S. : Ratio (percent) of imports to consumption--
Period ] consumption For Taiwan For Japan Total
Quantity (1,000 sq. ft.)
1984. .. ..:........ dedeke ik ok dedede
1985....... .00 n Yelede Fdede devdek ek
1986............. Jeicke ik dodede dick
January-June- -
1986........... Yok ik ik ik
1987........... Yok Yedede Jodcde Frkede
Value (1,000 dollars) 1/
1984.......000 00 Sdde ik Sedeke Jodeke
1985.......00.00 dedoke dedede Yok ks
1986............. Yedeke Jriede Yekek *dede
January-June--
1986........... Jedese etk sk Jokke
1987........... kke . Yekeke *ieke Yk

1/ Landed, duty-paid value at the port of importation.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission, from confidential data reported in the
U.S. Customs Service’s Net Import File, and from official statistics of the
U.S. Department of Commerce.
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Prices

Market demand.--The demand for final products in the water-sports and
sports-medicine industries is the primary determinant of the demand for fabric
and expanded neoprene laminate. The water-sports industry consumes
approximately 90 percent of domestic and imported Taiwan fabric and expanded
neoprene laminate in the manufacture of wet suits, surf suits, and related
aquatic apparel. The sports-medicine industry accounts for approximately 8
percent of total demand in the manufacture of knee braces, knee and elbow
pads, and similar products. The residual is divided among miscellaneous
products, including bicycle handlebar grips and insulators for beverage
containers.

Evidence from the water-sports industry, the largest end user of fabric
and expanded neoprene laminate, suggests that demand has been growing during
the period of this investigation. The Diving Equipment Manufacturers
Assoclation (DEMA) estimates a yearly compounded industry growth rate of 12
percent between 1984 and 1986. A recent DEMA survey suggests a growth rate in
the l6-percent range for 1987. Conversations with producers of surface water-
sports apparel indicate that their portion of the market is also expanding. 1/

Competition among firms.--Purchasers, importers, and producers agree
that fabric and expanded neoprene laminates are differentiated products.
Consequently, price is only one factor purchasers consider when choosing a
supplier. Other significant factors include: (1) technical specifications,
(2) quality, (3) physical appearance, and (4) service. Depending on the needs
of the purchaser, these attributes may be of equal or greater importance than
price.

Technical comparison of domestic and Taiwan fabric and expanded neoprene
laminate.--Three complementary methods were used to compare different grades
of domestic and Taiwan fabric and expanded neoprene laminate. First,
producers and importers were asked to supply the following technical
specifications for each grade of neoprene in their product line: average
density, average modulus at 100-percent elongation (softness), average
ultimate elongation in percentage increases (stretchability), average
compression-deflection (resiliency), average ozone deterioration (durability),
and average percentage of closed cells (water resistance). Second, producers,
importers, and purchasers were asked to specify the major end use(s) of each
particular grade of fabric and expanded neoprene laminate. Third, producers,
importers, and purchasers were asked to identify which grades of fabric and
expanded neoprene laminate they view as close substitutes.

The three methods of grade comparison reached similar conclusions.
Rubatex G-231-N, the most dense, resilient, and durable product, had no close
substitutes in several major water-sports applications. Rubatex R-1400-N and
R-131-N were found broadly comparable to Kirkhill IM300 and S-400. Rubatex
008 and the imported Taiwan fabric and expanded neoprene laminate, the two
softest materials, were found comparable in use and perceived as direct
competitors by market participants.

1/ Rubatex sells approximately * * * percent of its material to the surface-
sports market and * * * percent to the below-surface market. * * %,
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Whereas Rubatex 008 is the closest substitute to the Taiwan material,
Rubatex R-1400-N and R-131-N are also substitutes. Evidence of their
substitutability is found in the end uses of the materials. Rubatex supplies
approximately * * * percent of the 'R’ series material to wet-suit
manufacturers, the primary market for Taiwan fabric and expanded neoprene
laminate. Further, purchasers report substituting between sources and grades
of fabric and expanded neoprene laminate in the manufacture of wet-suits.
Many of these purchasers do not identify their sources of material to wet suit
purchasers; so they can freely substitute between suppliers. Consequently,
the Rubatex 'R’ series can be considered similar to the Taiwan product,
although less similar than 008.

Price trends and comparisons.--Domestic and imported fabric and expanded
neoprene laminate is priced according to neoprene grade, neoprene thickness,
type of fabric surface, and customer discount agreements. In general, the
price increases with the density of the grade, as a consequence of increased
costs in the production process. Price also increases with thickness, since a
greater amount of raw materials are embodied in the product. Fabric costs are
another element that affect price. Prices increase when lightweight nylon
fabric is replaced with nylon plush, lycra, or striped lycra. Customer
agreements and discounts for volume purchases and prompt payment can lower
prices by several percentage points. Finally, firms offer discounts for

damaged material or ”seconds.”

The Commission requested that U.S. producers and importers provide the
quantity and f.o.b. selling price of their largest quarterly sale for each
grade of fabric and expanded neoprene laminate in four thicknesses:

Thickness 1: oyver 1/16 inch thru 3/32 inch
Thickness 2: over 3/32 inch thru 1/8 inch
Thickness .3: over 1/8 inch thru 3/16 inch
Thickness 4: over 3/16 inch thru 1/4 inch

Respondents were instructed to classify each sale as first- or second-quality
fabric and expanded neoprene laminate, indicate whether volume or prompt- '
payment discounts were applicable, and list the type of fabric associated with
the sale. Information on fabric was collected by both questionnaire and
telephone interviews. Firms were requested to supply information for the
period beginning January 1984 and ending June 1987. Domestic firms responding
to the questionnaire accounted for * * * percent of producer shipments.
Importer questionnaires were received from firms supplying over * * * percent
of imported Taiwan fabric and expanded neoprene laminate. Thirteen of 35
purchasers responded.

Prices for comparable grades of domestic and Taiwan two-sided standard
nylon fabric and expanded neoprene laminate are presented in table 14. The
U.S. prices are for products that accounted for * * ¥* percent of total U.S.
producets' shipments in 1986 and * * * percent of total U.S. producers’
shipments in the first half of 1987. The Taiwan prices are for products that
represent * * * percent of Taiwan shipments. The table lists prices for four
thicknesses of first- and second-quality material. In all but two instances,
the domestic product was more expensive than the imported good. The relative
price of first-quality Taiwan fabric and expanded neoprene laminate was
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Table 14 .
Fabric and expanded neoprene laminate: U.S. producers’ and importers’ f.o.b.
selling prices for first- and second-quality two-sided standard nylon fabric and -
expanded neoprene laminate, by thicknesses 1 through 4 and by quarters, July
1984-June 1987

(Dollars per square foot)

Thickness 1 Thickness 2 Thickness 3 Thickness 4
U.S. Taiwan U.S. Taiwan U.S. Taiwan U.Ss. Taiwan
Period price price price price price price price price

First quality

1984: .
July-Sept... #*¥k ik ke dekede Fedede dedeke Fedede Aedede
Oct.-Dec.... ¥k Fedeke sekede Kedede Sedede Jeicke Fedede Jekeke
1985:
Jan.-Mar.... ¥k ek Sedede Yk Yedede Jedcde Jedede ik
Apr.-June... %*¥¥ ik Fkck ik Fedeke ke | ek Jeick
July-Sept... ¥*¥&%k *ick dokeke ke deiek Fedek Jedede dekde
Oct.-Dec.... ¥k Fedek Jedede Sedede ek Jedede ek ik
1986:
Jan.-Mar.... ¥%¥k Fedede dokede Fedcde ik Sdrle Yedede dedrke
Apr.-June... ¥¥&% Sedede Sk dekele dokek Jeick ek el
July-Sept... ¥¥k Fedck Jekede Hedeke dedok Jekede dedeic dfeke
Oct.-Dec.... ¥*¥k Fedede Jedede dedeke dedrke Yedevde el Yedeke
1987:
Jan.-Mar.... %% Sefede Sedede dedeke Jokeke Jdeicde ekeke ek
Apr.-June... ¥*¥*¥ ik deick Feicke ook edeke Fedek Kk
Second quality
1986:
Jan.-Mar.... %% Fekke ek dedeke Yedoke Joksk ik Fedede
Apr.-June..,. ¥¥¥ ek Jedede dedede ek Fedeke Fedede Jeick
July-Sept... %*¥% Jodck sedeke ik dedcde decte Yok dedete
Oct.-Dec.... %%k Jedede ek Jodede ke ek ik Kefede

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

between * * % and * * * percent of the domestic product price. The largest
differentials occur in the two cases in which the price of domestic and Taiwan
second-quality fabric and expanded neoprene laminate can be compared.

In general, the price of domestic fabric and expanded neoprene laminate
remained relatively stable throughout the period covered by the investigation.
Taiwan fabric and expanded neoprene laminate prices showed greater variance
but fell, on average, after the third quarter of 1985. The price ratio
between second- and first-quality Taiwan fabric and expanded neoprene laminate
also showed large fluctuations, varying between * * % and * % * percent.

Quality.--End users of fabric and expanded neoprene laminate consider
quality a major determinant in selecting their supplier. Of the 13 purchasers
responding to questionnaires or telephone interviews, 12 ranked quality as the
first or second factor. Four defects affect the quality of fabric and
expanded neoprene laminate, given similar grade, thickness, and fabric: (1)
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variance in thickness of the neoprene sheets, (2) delamination of fabric from
neoprene, (3) Inconsistency of fabric colors within and across lots, and (4)
fading and running of fabric colors. 1In each case, either production costs

. Increase for purchasers or the value of their final product decreases.
Purchasers also fear that low-quality fabric and expanded neoprene laminate
will damage their reputation. This consideration is particularly important in
the water-sports industry, where name brands compete.

Both domestic producers and importers sell second-quality fabric and
expanded neoprene laminate. By definition, second-quality fabric and expanded
neoprene laminate is sold at a discount. For domestic and foreign producers,
the term ”second-quality” generally implies that some portion of the sheet or
roll is unuseable. ”Seconds” can be caused by holes or pits in the neoprene;
holes, rips or wrinkles in the fabric; adhesive bleed-thru on fabric; and
short sheets.

- Purchasers were asked by questionnaire and telephone to make quality
comparisons between domestic and Taiwan fabric and expanded neoprene
laminate. The responses from firms in the sports-medicine industry that were
familiar with both the domestic and foreign product were relatively uniform:
domestic fabric and expanded neoprene laminate was preferred to imports from
Taiwan. "Reasons cited include durability, lack of odor, and stiffness.
However, their comparisons were generally conducted between Taiwan fabric and
expanded neoprene laminate and Rubatex G-231-N or R-1400. Consequently, the
distinctions appear to be due to differences in the grade of fabric and
expanded neoprene laminate rather than quality.

Respondents in the water-sports industry were asked to directly compare
the quality of Rubatex 008 and Taiwan fabric and expanded neoprene laminate.
Several generalizations can be made, although some ambiguity remains. First,
all purchasers familiar with domestic and Taiwan fabric and expanded neoprene
laminate stated that domestic neoprene is of equal or higher quality than the
import. Second, four purchasers noted that the quality of the imported Taiwan
product has been improving. Third, the quality of domestic fabric and
expanded neoprene laminate relative to Taiwan fabric and expanded neoprene
laminate is considered higher by diving-suit manufacturers than by surface
suit manufacturers. Specifically, five diving-suit manufacturers claim that
the cell structure of Taiwan neoprene collapses more quickly than the domestic
product when placed under stress. This quality flaw first appears on the
knees and elbows of sport-diving wet suits. '

Several quality complaints were common to both domestic producers and
importers. Three purchasers indicated that the fabric on imported fabric and
expanded neoprene laminate runs and that the color consistency within lots was
poor. However, one purchaser made similar complaints against domestic
producers.

Appearance of fabric.--The color, brightness, and hand of the fabric used
in fabric and expanded neoprene laminate is of major importance to a large
segment of end users. In fashion-oriented markets such as surf suits, ski
suits, and swim suits, fabric appearance ranks equal or near price and quality
considerations. Consequently, producers and importers of domestic fabric and
expanded neoprene laminate offer a wide range of fabrics, colors, and
patterns. However, differences between available fabrics and colors serve to
differentiate their products.
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Rubatex, the petitioner, offers seven different types of fabrics:
lightweight nylon, bright nylon, heavyweight nylon, plush nylon, terry nylon,
lycra, and unbroken loop nylon. SHEICO, the Taiwan producer, offers four
types of fabrics: standard (lightweight) nylon, shiny (Japanese) nylon, plush
nylon, and lycra. Domestic and Taiwan lightweight nylon are similar, although
the domestic material stretches slightly more and has a looser weave.
Consequently, the domestic fabric appears less bright vhen laminated to black
neoprene. There is, also, a difference between the brightness of domestic
bright nylon and the Taiwan shiny (Japanese) nylon. Domestic manufacturers
are unable to profitably obtain this fabric from Japan because of high import
duties.

Purchasers responding to questionnaires or interviewed by telephone
stated that importers of Taiwan fabric and expanded neoprene laminate offered
an equal or wider variety of fashionable colors than the domestic producers.
However, several purchasers also stated that domestic producers have recently
improved their selection. Rubatex, as of June 1987, offered 25 solid colors
and 1 camouflage pattern in lightweight nylon. SHEICO offered 34 solid colors
(including 5 florescent colors) and 2 camouflage patterns in a similar
material. 1/ The importer also had an advantage in special orders: custom
colors were free on orders over * * * sheets, but Rubatex required orders of
over * * % sheets. Whereas purchasers stated that SHEICO had an edge in color
selection, others felt Rubatex had caught up in the solid colors. However,
the importer still has an advantage in patterns and stripes. Several large
purchasers and direct importers stated that color selection, including stripes
and patterns, was a major factor in choosing the imported product over the
domestically produced good. Several purchasers of domestic fabric and
expanded neoprene laminate indicated that the superiority of the imported
colors did not compensate for the lower quality of the neoprene.

Service.--The level of service offered in the fabric and expanded
neoprene laminate industry depends upon delivery time, response time to
special requests, general avallability of service, and firm reliability.
Purchasers generally ranked service below price, quality, and fabric
appearance as a determinant in selecting a supplier. Delivery time is
particularly important to purchasers with strict deadlines and seasonal demand
peaks. Reliability plays an important role for similar reasons.

The Commission received purchaser complaints directed at both importer
and domestic-producer service. Most of the complaints involved delays in
specific deliveries and increases in the average length of delivery time.
These complaints were distributed equally among users of the domestic and
foreign product. Several purchasers indicated that visits by domestic sales
representatives were less frequent than those of the importer and foreign
producer.

Lost sales

The Commission received three lost-sales allegations from the petitioner,
Rubatex. The alleged lost sales, occurring during January 1985, totaled * * *
and were valued at * * %, Kirkhill, Inc., the other domestic producer,
registered no specific claims. * * ¥, ’

1/ Most of the fabric and expanded neoprene purchased consists of six to eight
different colors.
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Rubatex alleged that it lost sales of * * * of fabric and expanded
neoprene laminate, valued at * * %, to * * %, of ¥ * ¥ % % % verified that
small purchases, approximately * * %, were made from Taiwan. Purchases were
discontinued because of the poor cell structure of the neoprene -and the.
tendency for fabric delamination. He also cited problems with shipping. The
last purchase occurred in * * *,

In a second allegation, Rubatex claimed sales were lost to * * ¥ totaling
* % % of fabric and expanded neoprene laminate valued at * % %,k % % %
supplied purchasing records for the period covered by this investigation. The
records indicate that * * * began purchasing fabric and expanded neoprene
laminate directly from Taiwan in * * *, with purchases totaling * * * in 1986
and * * * through the first half of 1987 The records also indicate that
purchases of Taiwan fabric and expanded neoprene laminate were at the expense
of Japanese manufacturers. Conversations with * % %, revealed three principle
reasons for purchasing from Taiwan: price fabric (especially color), and
service. * % %,

In the final allegation, Rubatex claimed lost sales of * * ¥, valued at
_* % % to * ¥ *, Information garnered from the purchaser. questionnaire and
confirmed in a telephone conversation with * * % showed one small purchase in
* % %, totaling * * %, with a value of * * *, % % * noted that the quality of
Taivan fabric and expanded neoprene laminate has improved substantially over
the last 3 years but, nonetheless, his firm does not plan to increase
purchases from Taiwan. * * * has increased its purchases from Rubatex this
year because of the rising Japanese yen

Exchange rates

Between January 1984 and May 1987, the nominal value of the United States
dollar depreciated 21.6 percent against the New Taiwan dollar (table 15).
After adjusting for relative deflation, the real depreciation was 11.7 percent.
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Table 15

Nominal-exchange-rate equivalents of the New Taiwan dollar in U.S. dollars,
real-exchange-rate equivalents, and producer price indices in Taiwan and the
United States, 2/ indexed by quarters, January 1984-May 1987

(January-March 1984=100.0)

Taiwan
: Producer Nominal- Real-
U.S. producer price exchange- exchange-
Period price index index rate index rate index 3/
C T eeeeaa- US dollars/NT§-------

1984: o

Jan.-Mar........ 100.0 100.0 100.0 100.0

Apr.-June....... 100.7 100.6 101.0 100.9

July-Sept....... 100.4 99.9 '102.4 101.9

Oct.-Dec........ 100.2 99.3 102.0 101.2
1985:

Jan.-Mar........ 100.0 98.4 102.1 100.5

Apr.-June....... 100.1 97.7 100.9 98.4

July-Sept...... T 99.4 97.0 99.6 97.2

Oct.-Dec........ 100.0 96.4 - 100.4 96.8
1986: _ '

Jan.-Mar........ : 98.5 - 95.6 102.3 99.2

Apr.-Juné....... 96.6 " 94.5 104.6 102.3

July-Sept....... 96.2 93.3 107.3 104.1

Oct.-Dec........ 96.5 92.9 110.6 106.4
1987:

Jan.-Mar........ 97.7 92.0 114.9 108.2

Apr.-May........ 99.0 90.9 121.6 111.7

1/ Exchange rates expressed in U.S. ‘dollars per unit of foreign currency.

2/ Producer price indices are based on end-of-period quarterly indices
presented on line 63 of the International Financial Statistics.

3/ The indexed real exchange rate represents the nominal exchange rate
adjusted for relative inflation rates as measured by the Producer Price Index
in the United States and Taiwan. Producer prices in the United States
decreased 1.0 percent during the interval January 1984-May 1987, compared with
a 9.l-percent decrease in Taiwan prices for the same period

Sources: International Monetary Fund, International Financial Statistics;
Central Bank of China, Financial Statistics.
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Federal Register / Vol. 52, Na. 111 / Wednesday, June 10. 1987 / Notices

- (Investigation No. 731-TA-371 (Final))

Fabric and Expanded Neoprene
Laminate From Taiwan

AGENCY: United States International
Trade Commission.

ACTION: Institution of a final
antidumping investigation and
scheduling of a hearing to be held in
connection with the investigation.

SUMMARY: The Commission hereby gives
notice of the institution of final
antidumping investigation Na. 731-TA-
371 (Final) under section 735(b) of the
Tariff Act of 1930 (19 U.S.C. 1673d(b)) to
determine whether an industry in the
United States is materially injured, or is
threatened with material injury. or the
establishment of an industry in the
United States is materially retarded. by
reason of imports from Taiwan of fabric
and expanded neoprene laminate,
provided for in items 355.81, 355.82,
359.50, and 359.60 of the Tariff
Schedules of the United States, that
have been found by the Department of
Commerce, in a preliminary
determination, to be cold in the United
States at less than fair value (LTFV).
Unless the investigaiion is extended,
Commerce will make its final LTFV
determination on or hefore july 22, 1987,
and the Commission will make its final
injury determination by September 10,
1987 (see sections 735(a) and 735(b) of
the act (19 U.S.C. 1673d(a) and
1673d(b}j).

For further information concerning the
conduct of this investigaticn, hearing
procedures, and rules of general
application, consult the Commission’'s
Rules of Practice and Procedure, part
207, subparts A and C (19 CFR Part 207),
and part 201, subparts A through E (19
CFR Part 201).

EFFECTIVE DATE: May 14, 1987.

FOR FURTHER INFORMATION CONTACT:
Bruce Cates (202~523-0369), Office of
Investigations, U.S. International Trade
Commission, 701 E Street N W.,
Washington, DC 20438. Hearing-
impaired individuals may obtain
information on this matter by contacting
the Commission’s TDD terminal on 202~
724-0002. Information may also be
obtained via electronic mail by calling
the Office of Investigations' remote
bulletin board system for personul
computers at 202-523-0103. Persons with
mobility impairmants who will need
special assistance in gaining access to
the Commission should contact the
Office of the Secretary at 202-523-0161.
SUPPLEMENTARY INFORMATION:

Background.—This investigation ig
being instituted as a result of un
affirmative preliminary determination

by the Depariment of Commerce that
imports of fabric and expanded
neaprene laminate from Taiwan are
being sold in the United States at less
than fair value within the meaning of
section 731 of the act (19 U.S.C. 1673).
The investigation was requested in a
petition filed on December 23, 1988, by
Rubatex Corporation, Beford, VA. In
resporse to that petition the
Commission conducted a preliminary
antidumping investigation and, on the
basis of information developed during
the course of that investigation,
determined that there was a reasonable
indication that an industry in the United
States was materially injured or
threatened with material injury by
reason of imports of the subject
merchandise (52 FR 5200, February 19,
1987).

Participation in the investigation.—
Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in
§ 201.11 of the Commission’s rules (19
CFR 201.11), not later than twenty-one
{21) days after the publication of this
notice in the Federal Register. Any eatry
of appearance filed after this date will
be referred to the Chairman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service list.—Pursuant to § 201.11(d)
of the Commission’s rules (19 CFR
201.11(d)), the Secretary will prepare a
sevice list containing the names and
addresses of all persons, or their
representatives, who are parties to this
investigation upon the expiration of the
period for filing entries of appearance.
In accordance with § 201.18(c) and 207.3
of the rules (19 CFR 201.16(c) and 207.3),
each document filed by a party to the
investigation must be served on all other
parties to the investigation (as identified
by the service list). and a certificate of
service must accompany the document.
The Secretary will not accept a
document for filing without a certificate
of service.

Staff report.—A public version of the
prehearing staff report in this
investigation will be placed in the public
record of July 21, 1987, pursuant to
§ 207.21 of the Commission’s rules (19
CFR 207.21).

Hearing.—The Commission will hold
a hearing in connection with this
investigation beginning at 9:30 a.m. on
August 8, 1987, at the U.S. International
Trade Commission Building. 701 E Street
NW., Washington, DC. Requests to
appear at the hearing should be filed in
writing with the Secretary to the
Commission not liter than the close of
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business (5:15 p.m.) on July 24, 1987.-All -

persons desiring to appear at the
hearing and make oral presentations
should file prehearing briefs and attend
a prehearing conference to be held at
9:30 a.m. on July. 30, 1987, in room 117 of
the U.S. International Trade
Commission Building. The deadline for
filing prehearing briefs is July 31, 1987.

Testimony at the public hearing is
gcverned by § 207.23 of the
Commission’s rules (19 CFR 207.23). This
rule requires that testimony be limited to
a nonconfidential summary and analysis
of material contained in prehearing
. briefs and to information not available
at the time the prehearing brief was
submitted. Any written materials
submitted at the hearing must be filed in
accordance with the procedures
described below and any confidential
materials must be submitted at least
three (3) working days prior to the
hearing {see § 261.6(b)(2) of the
Commission's rules (19 CFR 201.6(b){2)}).

Weritten submissions.—All legal
arguments, economic analyses, and
factual materials relevant to the public
kearing should be included in prehearing
Lriefs in accordance with § 207.22 of the
Commission’s rules (19 CFR 207.22).
Posthearing briefs must conform with
the provisions of section 207.24 (19 CFR
207.24) and must be submitted not later
than the close of business on August 13,
1987. In addition, any person who has
not entered an appearance as a party to
" the investigation may submit a written
statement of information pertinent to the
subject of the investigation on or before
August 13, 1987.

A signed original and fourteen (14)
copies of each submission must be filed
with the Secrelary to the Commission in
accordance with § 201.8 of the
Commission's rules (18 CFR 201.8}. All
written submissions except for
confidential business data will be
available for public inspection during
regular business hours (8:45 a.m. to 5:15
p.m.) in the Office of the Secretary to the
Commission. ,

Any business information for which
confidential treatment is desired must
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
confidential treatment must conform
with the requirements of § 201.6 of the
Commission’s rules (19 CFR 201.6).

Authority: This investigation is being
conducted under authority of the Tariff
Act of 1930, title VIL This notice is
published pursuant to § 207.20 of the
Commission’s rules (19 CFR 207.20).

By order of the Commission.

I

el

Issued: June 2,1987.
Kenneth R. Mason,
Secretary.

[FR Doc. 87-13138 Fiied 6-9-87; 8:13 am]
BILLING CODE 7620-02-48
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Federal Register / Vol. 52, No. 126 / Wednesday, July 1, 1987 / Notices

{investigation No. 731-TA-371 (Final)]

Fabric and Expanded Neoprene
Laminate From Talwan; Revised
Schedule .

AGENCY: United States International
Trade Commission,

ACTION: Revised schedule for the subject
investigation.

EFFECTIVE DATE: June 22, 1987.

FOR FURTHER INFORMATION CONTACT:
Bruce Cates (202-523-0369), Office of
Investigations, U.S. International Trade
Commission, 701 E Street NW,,
Washington, DC 20430. Hearing-
impaired individuals may obtain
information on this matter by contacting
the Commission’s TDD terminal on 202-
724-0002. Information may also be
obtained via electronic mail by calling
the Office of Investigations’ remote

bulletin board system for personal
computers at 202-523-0103. Persons with
mobility impairments who will need
special assistance in gaining access to
the Commission should contact the
Office of the Secretary at 202-523-0161.

SUPPLEMENTARY INFORMATION: Effective
May 14, 1987, the Commission instituted
the subject investigation and
established a schedule for its conduct
(52 FR 22010, June 10, 1987).
Subsequently, the Department of
Commerce extended the date for its
final determination in the investigation
from July 22, 1987, to September 28, 1987
(52 FR 21339, June 5, 1987). The
Commission, therefore, is revising its
schedule in the investigation to conform
with Commerce’s new schedule.

The Commission’s new schedule for
the investigation is as follows: requests
to appear at the hearing must be filed
with the Secretary to the Commission
not later than September 29, 1987; the
prehearing conference will be held in
room 117 of the U.S. International Trade

‘Commission Building at 9:30 a.m. on

September 30, 1987; the public version of
the prehearing staff report will be
placed on the public record on
September 15, 1987; the deadline for
filing prehearing briefs is September 30,
1987; the hearing will be held in room
331 of the U.S. International Trade
Commission Building at 9:30 a.m. on
October 8, 1987; and the deadline for

~ filing all other written submissions,

including posthearing briefs, is October
13, 1987.

For further information concerning
this investigation see the Commission's
notice of investigation cited above and
the Commission’s rules of practice and
procedure, part 207, subparts A and C
(18 CFR Part 207), and part 201, subparts
A through E (19 CFR part 201).

Authority: This investigation s being
conducted under authority of the Tariff Act of
1930, title VIL This notice is published
pursuant to section 207.20 of the
Commission’s rules {19 CFR 207.20).

By order of the Commission.
Issued: June 28, 1987.
Kennath R. Mason,
Secretary.
[FR Doc. 87-11967 Filed 6--30-87; 8:43 am]
BRLING CODE 7020-02-M
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Fetleral Register /| Vol 52, No. 83 | Thursday, May 14, 1887 1 Notices

Determinations 1987-88 Marketing Year -

Accordingly, the following .
determinations have been madeYor -
burley tobacce for the marketing year
beginning Octeber 1, 1987; .

(a) Domestic manufacturers’

. Intentions. Manufacturers’ intentions to
puchase for the 1887 year totaled 293.7
million pounds.

(b) 3-year average exports. The 9-year -

average of exports is 152.2 million
pounds, based on exports of 141.3

million pounds, 164.6 million pounds-and -
150.8 million pounds for the 1984, 1885, . -

and 1886 crop years, respectively.

. - (c) Reserve stock level. The reserve
stock is 74 million pounds, based on 15

|  percent of 1988's national marketing

quota of 493.5 million pounds..

- {d) Adjustment for the reserve stock
level. The adjustment for the reserve
stock level is 33.7 million pounds, based
on a reserve stock level of 74 million -

pounds and anticipated loan boldmgs of

107.7 million pounds.

(e) Natioral marketing quota. The
national marketing quota is 483.9 million
pounds.

‘() National reserve. The national
reserve for making corrections and
adjusting inequities in old farm acreage
allotments and for establishing
allotments for new farms has been
determined to 250.000 pounds.

(g) National acreage factor. The
national factor is determined to be 0.94.
(h) Price support Jevel. The level of

-support is 148.8 cents per pound based
on a 1986 support level of 148.8 cents per
pound with no adjustment. This is based
on 2.0 cents per pound increase in the
market price component (¥ weight) and
3.9 cents per pound decrease. in the cost
component (%) weight.

{Secs. 301, 313, 317, 375, 52 Stat. 38, as
amended 47, as amended. 79 Stat. 66, as
amended, 52 Stat. 88, as amended {7 U.S.C.
1301. 1313, 1314c, 1375); Secs. 108, 401, 74 Stat.
6. as amended, 63 Stat. 1054, as amended (7
U.S.C. 1445, 1421))

Signed at Washington, DC on May 8, 1987,

Milton J. Hertz,

Adménisstrator, Agricultaral Stabilization ahd
Conservation Service and Executive Vice
President, Commodity Credit Corporation.
{FR Doc. 87-11060 Filed 5-13-87: 8:45 am]
BILLING CODE 3410-05-M

Tensed/Lolo Watershed, ID; Finding of

. 4o Significant impact

AGENCY: Soil Conservation Service,

~ Agriculture.
- . ;CTIONE Notice of a finding of no
. significant impact.

. SUMMARY: Pursuant to section 102{2XC)
.of the National Environmental Policy

_ Act of 1969; the Council on :

- ‘Environmental Quality Guidelines {30

CFR Part 1500); and the Soil
Conservation Service Guidelines (7 C!"'R
Part 650); the Soil Conservation Service,
U.S. Department of Agriculture, gives

‘notice that an environmental impact

statement is not being prepared for the
Tensed/Lolo Watershed, Benewah

.Country. ldaho.

FOR FURTHER INFORMATION CONTACT:
Stanley N. Hobson, State -
Conservationist. Seil Conservation
‘Service, 304 North 8th Street. Rm. 345
Boise, 1daho 83702, telephone (mn} 34~
1001.

SUPPLEMENTARY INFORMATION: The
environmental assessment of this

- federally assisted action indicates that

the project will not cause significant
local, regional, or national impacts on
the environment. As a result of these
findings, Stanley N. Hobson, State
Conservationist, has determined that the
preparation and review of an .
environmental impact statement are not
needed for this project.

The project concerns land treatment
measures to be applied on critically

-eroding cropland to control sheet, rill

and gully erosion and the subsequent
off-site sedimentation problems.

The Notice of Finding of No
Significant Impact {FONSI) has been
forwarded to the Environmental .
Protection Agency and to various
Federal, State, and local agencies and
interested parties. A limited number of
copies of the FONSI are available to fill
single copy requests at the address on
the previous page. Basic data developed
during the environmental assessment.
are on file and may be reviewed by
contacting Mr. Stanley N. Hobson.

No administrative action on
implementation of the proposal will be
taken until 30 days after the date of this
publication in the Federal Register.

{This activity is listed in lhe_ Catalog of

" [A-583-007)

Federal Domestic Assistance under No.
10.904—Watershed Protection and Flood
Prevention—and is sabject to provisions of
Executive Order 12372 which requires
intergovemmenta! consuitation with State
and tocal officials.)

Dated: May 5, 1967.
Rodney M. Alt,
Deputy State Conservationist.
{FR Doc. §7-10068 Filed 5-13-87; 8:45 am)
BILLING CODE. 3015-46-08

DEPARTMENT OF COMMERCE
international Trade Administration

Fabric and Expanded Neoprens
Laminate From Talwan; Prefiminary
Determination of Sales at Less Than
Fair Value

AGENCY: International Trade .
Administration, Import Administration,
Commerce.

ACTION: Notiup. :

SUMMARY: We have preliminarily
determined that fabric and e:

neoprene laminate (FENL) from Taiwan
is being, or is likely to be, sold in the
United States at less than fair value. We
have netified the U.S. International
Trade Commission (ITC) of our
determination and have directed the
U.S. Customs Service to suspend the
liquidation of all entries of FENL from
Taiwan that are entered. or withdrawn
from warehouse, for consumption, on or
after the date of publication of this
notice, and to require a cash deposit or
bond for each entry in an amount equa!
to the estimate dumping margins as
described in the “Suspension of
Liquidation™ section of this notice. If this
investigation proceeds normally, we will
make our final determmﬁm by july 22,

1887.

EFFECTIVE DATE: May 14, 1987.

FOR FURTHER INFORMATION CONTACT:
Paul Tambakis or Charles Wilson,
Office of Investigations, Import
Administration, Intemnational Trade
Administration, U.S.. Department of
Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230;
telephone: {202) 377-4136 or 377-5288.
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 SUPPLEMENTARY INFORMATION: -
Preliminary Determination -

We have prellmmarlly determined
‘that FENL from Taiwan is being. oris -
likely to be, sald in the United States at
less than fair value, as provided in
section 733(b) of the Tariff Act of 1930,
as amended (the Act) (19 US.C.
1673b[b)) The welghted -average
margins are shown in the "Suspension.
of Liquidation™ section of this notice.

Case History ) _

- On December 23, 1986, we received a
petition filed i proper farm from . - - -
Rubatex Corporation of Bedford,
Virginia, on behalf of domestic

manufacturers of FENL. In compliance -+

with the filing requirements of § 353.36
of the Commerce Regulations (19 CFR
'353.36). the petition alleged that imports
of the subject merchandise from Taiwan
are being. or are likely to be, sold in the
United States at less than fair value
within the meaning of section 731 of the
Act, and that these imports are
matlerially injuring, or threaten material
injury to, a United States industry.

After reviewing the petition, we
determined that it contained sufficient

grounds upon which to initiate an
antidumping duty investigation. We
initiated such an investigation on

..January 12, 1987 {52 FR 2133, January 20,
1987), and notified the ITC of our action.
On February 6. 1987, the ITC determined-
that there is reasonable indication that
imports of fabric and expanded

-neoprene laminate from Taiwan are
materially injuring & U.S. industry (US
ITC Pub. No. 19845).

On January 26, 1987, we presented an
antidumping duty qdestionnaire to Shei
Chung Hsin Industrial Co., Ltd.
(SHEICO) and requested a response in
30 days. On February 11, 1987,
respondent requested an extension of
the due date for the questionnaire
response: We granted the respondent at
two-week extension. We received a
response to the sales questionnaire on

March 11, 1987. Between March 20 and”

April 8, 1987, the Department requested
supplemental information. Supplemental
responses were received on March 27
and April 15, 1987. )

Scope of Investigation

The product covered by this
.investigation is fabric and expanded
neoprene laminate, as provided for in
items 355.8100, 355.8210, 355.8220,
359.50800 and 358.6000 of the T ariff
Schedules of the United Stotes ’
Annotated (TSUSA). This material is -
used primarily in the manufacture of wet
suits and similar products fer the scuba
-diving and reereational markets. :

' Fair Vd-a(:unpnrb.’- A

- We made Comparisons on .
approximately 89 percent of the sales of
FENL to the United States during the
period of investigation, July 1 through
December 31, 1886. Because SHEICO
accounted for over 70 percent of all
sales of this merchandise from Taiwan,

‘we limited our investigation to this

comparny. v

To determine whether sales of the
subject merchandise in the United
States were made at less than fair value,
we compared the United States price
with the foreign market value for the
company under investigation usmg data
provided in the responses,. . -

United States Pma
For certain sales by SHEICO, we

- based United States price on exporter’s

sales price (ESP), in accardance with

section 772(c) of the Act, since the sale
" to the first unrelated purchaser took

place in the United States. For those
sales by SHEICO made directly to
unrelated parties in the United States
prior to importation, we based the
United States price on purchase price in

" accordance with sectmn 772[b) of the

Act. .

For sales which were made throngh a
related sales agent in the United States
to an unrelated purchaser prior to the
date of importation, we used purchase

price as the basis for determinig United

States price. For these sales, the
Department determined that purchase
price was the mast appropriate indicator
of United States price based on the
following elements: :
" 1. The merchanise in question was
shipped directly from the manufacturer
to the unrelated buyer, without being
introduced into the inveatory oi the
related selling agent;

2. This was the customary commercial

‘channel for sales of this merchandise

between the parties involved; and

3. The related selling agent located in
the United States acted only as the .
processor of sales-related
documentation and a communication
link with the unrelated US. bayer.

Where all the above elements are met
we regard the routine selling functions
of the exporter as having been merely
relocated geographically from the
county of exportation to the United
States. where the sales agency performs
them. Whether these functions are done

in the United States or abroad does not .
_ change the sohstance of the transactions

of the functions themselves. -
In instances where merchandise is
ordinarily diverted into the related U.S.

selling ageat's inventory, we regard this
" factor as an important distinction ..

becayse it is associated with a - -
materially different type of selling
activity than the mere facilitation of a
transaction such as occurs of a direct .
shipment to an unrelated U.S. purchaser.
In situations where the related party
places the merchandise into inventory,
he commonly incurs substantial storage
and financial carrying costs and has
added flexibility in this marketing. We
also use the inventory test because it
can be readily understood and applied
by respondents who must respond to
Department questionnaires in a short
period-of time. It i3 objective in nature,
as the final destination of the goods can

" be established from normal commercial

documents associated with the sale and
verified with certainty.

We calculated purchase price and
exporter's sales price based on the
packed, f.0.b., c.&i., c.&[. duty unpaid, or
c.lf. duty paid prices to unrelated
purchasers in the United States. We
made deductions, where appropriate, for
foreign inland freight, brokerage and
handling charges, ocean, freight, marine

" . insurance, U.S. duty and U.S. inland

freight. Where we used exporter's sales
price, we made additional deductions
for credit expenses, other U.S. selling
expenses, and commissions. We made
additions te both purchase price and
exporter's sales price for duty drawback
{i.e., import duties which were rebated,
or not collected, by reason of the
exportation of the merchandise to the
United States) pursuant to section
772(d)(1)(B) of the Act.

Foreign Market Value

In accordance with gection
773(a)(1)(B) of the Act, we calculated
foreign market value based on sales for
export to a country other than the
United States (a “third country™), since
SHEICO had insufficient home market
sales of FENL. We calculated foreign
market value based on the packed, c.if.,
f.0.b., c.&f, or c.&i., duty unpaid prices
to unrelated purchasers in Australia. We
made deductions where appropriate for
brokezage and handling, foreign inland
freight marine insurance, and ocean
freight.

When we eompared foreign market

. value to purchase price sales, we made

adjustments for differences in credit and
warranty expenses, in accordance with
§ 353.15 of the regulations (19 CFR
353.15). -

When we compared foreign market
value with exporter’'s sales price, we
treated credit and warranty expenses as
deductiions, parsuant to section

.772(e}(2) of the Act, instead of adjusting

foreign market vajue for the differences.
We made an additional deduction to -
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forelgn market value for comnussions
We also used indirect gelling expenses
in the Australian market to offset United
-States selling expenses, in accordance
with § 353.15(c) of our regulations. .

In order to adjust for differences in
;packing between the two markets, we -
:deducted Australian packing costs from

. foreign market value and added u.s.
. -packing costs.
© We established separate ca(egonea of

" *such or similar" merchandise, pursuant

_ ‘to section 771(16) of the Act, on the-
‘basis of thickness fabric type and ‘foam ‘
type. Where there were no identical .

" products in the Australian market with ©

" which to compare product sold to the
‘United States, we made adjustments to
_similar merchandise to account for

" differences in the physical

- characteristics of the merchandise, in
accordance with section 773(a)(4)(C) of
the Act. These adjustments were based
of differences in the costs of matenals.

- 1abor and directly related factory
overhead. . . Lo
Currency Convemon . :

We made currency conversions from
new Taiwan dollars to U.S. dollars in
accordance with § 353.56(a) of our
regulations, using the certified daily
exchange rates furnished by the Federal
Reserve Bank of New York. For
exporter’s sales price Comparisions, we
used the official exchange rate on the
date of sale, since using the exchange
rate as of the date of sale is consistent
with section 615 of the Trade and Tariff -
Act of 1984 (the 1984 Act.) We followed
section section 615 of the 1884 Act :
-rather than § 353.56(a)(2) of our
regulations, because the later law
supersedes that section of the

- regulatons.

Verification

We will verify all information used in
making our final determination in
accordance with section 776(a) of the

Act. We will use standard verification

procedures, including examination of

relevant sales and financial records of
the company under-investigation.

Suspension of Liquidation

In accordance with section 733(d) of .

the Act, we are directing the U.S.
Customs Service to suspend liquidation
of all entries of FENL from Taiwan that
are entered, or withdrawn from

warehouse, for consumption, on or after

the date of publication of this notice in
the Federal Register. The U.S. Customs
Service shall require a cash deposit or .
the posting of a bond equal to the
estimated weighted-average amounts by
~ which the foreign market of the -
merchandise subject to this

investigation exceeds the United States . .
price as shown in the table below. The .

suspension of liquidation will remain in .
effect unnl further nonce

Wuy/mn-lm L

SHEICO.

102

AS Othors fd 002

ITC Notlﬁcation

In aocordance with secuon 733(1') of
the Act, we will no thalTCofour
determination. In addition, we are
making available to the ITC all
nonprivileged and nonpropnatﬁ&
information relating to this -

Investigation. We will allow, the ITC
- -access.to all privileged and business . .

proprietary information in our files,
provided the ITC confirms that it will .
not disclose such information either
publicly or under administrative

" protective order without the written .

consent of the Deputy Assistant . -
Secretary for Import Administration. - -
The ITC will determine whether these
imports materially injure, or thereaten

. material injury to, a United States

industry, before the later of 120 days .
after our preliminary affirmative -

determination or 45 days after our final -
determination. . .

Public Comment

In accordance with 5 353 47 of our
regulations (19 CFR 353.47), if requested,

we will hold a public hearing to afford -

interested parties and opportunity to
comment on this preli

determination at 1:00 pan. on June 4,
1987, at the U.S. Department of
Commerce, Room 1414, 14th Street and
Constitution Avenue, NW., Washington,
DC 20230. Individuals who wish to
participate in the hearing must submit a
request to the Deputy Assistant
Secretary, Import Administration, Room
B-099, at the above address within 10'
days of this notice’s publication.’
Requests should contain: (1) The party's
name, address, and telephone number;
{2) the number of participants; (3) the

rreason for attending; and (4) a list of the
- issues to be discussed. In addition, -

prehearing briefs in at least 10 copies
must be submitted to the Deputy
Assistant Secretary by May 21, 1987.
Oral presentations will be limited to.
issues raised in the briefs. All written
views should be filed in accordance
with 19 CFR 353.48, not less than 30 .
days before the final determination, or,
if a hearing is held, within 7 days after

the hearing transcript is available, at the -

above address in at least 10 copies. .

This determmahon is published

-~ pursuant to section 733(() of the Act ué
-U.8.C. 1673b(f}). . . o

" Gilbert B. Kaplan, -
" Deputy Assistant Semtary for Import

Admmwtmllon._

"May&lw

{FR Doc. 87-11056 Filed 5-13-87; 8:45 am]
uum coDt “W_ :

(oéeko‘c'mo; 0675-01, ms-oél
Acﬂom Affecting Export Pdvlogea;

) ‘Edmmotd.

~On March 19.'1987 Iissued and order

' in'the above captioned proceeding. I
" hereby clarify that order as follows:

Edward F. King, individually and doing

‘business as Printemps Corporation,
‘formely with an address at 5122
‘Grandview Avenue, Yorba Linda, _
"California 92688, and presently with an -
" address at1613'Old Fashion Way,
" Anaheim, California 92804 is denied for

a period of 10 years from the date of the

original order dated March 19. 1887,
Dated: May 11, 1887, :

Puul Freedenberg,

Assistant Secretary for Trade Admmsltmtwn.

[FR Doc. 87-11057 Filed 5-13-87; 8:45 am)

SILUNG CODE 3518-0T-M

Appiications for Duty-Free Entry of
Scientific instruments; Lawrence
Berkeley Laboratory et al.

Pursuant to section 8(c) of the

‘Educational, Scientific and Cultural‘
. Materials Importation Act of 1968 (Pub.

L. 89-651; 80 Stat. 897; 15 CFR Part 301),

_-we invite comments on the question of

whether instruments of equivalent
scientific value, for the purposes for
which the instruments shown below are

- "intended to be used, are being

manufactured in the United States.
Comments must comply with
§ 301.5(a) (3) and (4) of the regulations
and be filed within 20 days with the
Statutory Import Programs Staff, U.S.
Department of Commerce, Washington,
DC 20230. Applications may be
examined between 8:30 a.m. and 5:00

‘p.m. in Room 1523, U.S. Department of

Commerce, 14th and Constitution
Avenue, NW.,, Washignton, DC.

Docket Number: 88-304R. Applicant:
Lawrence Berkeley Laboratory, Division
of Biology and Medicine, 1 Cyclotron
Road, Berkeley, CA 84720. Instrument:
Circular Dichroism Spectropolarimeter,.
Model J-600A. Manufacturer: JASCO,
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[A-583-607)
Postponement of Final Antidumping
Duty Determination; Fabric and

Expanded Neoprene Laminate From
Talwan

AGENCY: International Trade
Administration, Impart Administration,
Commerce.

AcTion: Notice.

SUMMARY: This notice informs the publie
that we have received a request from
the respondent in this investigation to
postpone the final determination, as
permitted in section 735{a)(2)(A) of the
_Fariff Act of 1930, as amended (the Act)

(19 U.S.C. 1673d(a)(2)(A)). Basid on this

request, we are postponifig our final
detemination as to whether sales of -
fabric and expanded neoprene laminate
from Taiwan have aoccurred at less than
fair value until not later than September
28, 1987. .

EFFECTIVE DATE: July 6, 1987.

FOR FURTHER INFORMATION CONTACT.
Paul Tambakis or Charles Wilson, (202~
377-4138 or 377-5288), Office of .
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230.

SUPPLEMENTARY INFORMATION: On
January 20, 1987, we published a notice

_ in the Federal Register (52 FR 2133) that

we were initiating. under section 732(b)
of the Act {13 U.S.C. 1673a(b)), an .
antidumping duty investigation to
determine whether fabric and exported
neoprene laminate from Taiwan was
being, or was likely to be, sold at less

“than fair value. On February 8, 1987, the

International Trade Commission
determined that there is a reasonable
indication that imports of fabric and
expanded neoprene laminate from
Taiwan are materially injuring a U.S,
industry. On May 14, 1987, we published
a preliminary determination of sales at
less than fair value with respect to this
merchandise (52 FR 18258). The notice
stated that if the investigation
proceeded normally, we would make our
final determination by July 22, 1987.

On May 18, 1987, Shef Chung Hsin

- Industrial Co., Ltd., respondent in this

investigation, requested a postponement
of the final determination until not later
than the 135th day after publication of
our preliminary determination, pursuant
to section 733(a)(2){A] of the Act
Respondent accounts for a significant
proportion of exports of the

merchandise to the United States. i
exporters who account for a significant
proportion of exports of the
merchandise under investigation request
an extension after an affirmative
preliminary determination, we are
required, absent compelling reasons to
the contrary, to grant the request.

We are postponing the date of the
final determination until not later than
September 28, 1987. :

The United States International Trade
Commission is being advised of this
postponement, in accordance with
section 735(d) of the Act.

This notice is published pursuant to
section 735(d) of the Act.
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June 1, 1987.

Gilbert B. Kaplan,

Deputy Assistant Secretary for Import -

Administration.

[FR Doc. 87-12668 Filed 6-4-87; 8:45 am}
BALING CODE 3310-05-M
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DEPARTMENT OF COMMERCE
international Trade Administration

[A-583-807] -

Fabric and Expanded Noopreno
Laminate From Talwan; Final
Determination of Sales at Less Than
Fair Value

AGENCY: International Trade
Administration, Import Administration,
Commerce. :

ACTION: Notice.

" SUMMARY: We have determined that
fabric and expanded neoprene laminate

. (FENL) from Taiwan is being, or is likely

. to be, sold in the United States st less

than fair value. The U.S. International

Trade Commission (ITC) will determine,

within 45 days of publication of this

notice, whether these imports are

_ materially injuring, or are threatening .
. material injury to, a United States
industry.
EFFECTIVE DATE: October 5, 1987

- FOR FURTHER INFORMATION CONTACT:
Paul Tambakis or Charles Wilson,
Office of Investigations, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW., Washington, DC 20230;
telephone: (202) 3774136 or 377-5288.
SUPPLEMENTARY INFORMATION:
Final Determination

We have determined that FENL from

Taiwan is being, or is likely to be, sold
in the United States at less than fair
value, as provided in section 735(a) of
the Tariff Act of 1930, as amended (the
Act) (19 U.S.C. 1673d(a)). The margin
found for the company investigated is
listed in the “Continuation of

~ Suspension of Liquidation” section of

this notice.

Case History.

On May 8, 1887, we made an
affirmative preliminary determination
(52 FR 18258, May 14, 1987).

-On May 18, 1987, we received a
request from Shei Chung Hsin Co., Ltd.
(SHEICO), sole, respondegt in llns
investigation, to extend the period for
the final determination to no later than
135 days after publication of our
“Preliminary Determination” notice in
the Federal Register, in accordance with
section 735(a)(2)(A) of the Act. We

granted this request and postponed the -

final determination until no later than
September 28, 1987 (52 FR 21339, June 5,
1987).

As required by the Act. we afforded
interested rarﬂeg an opportunity to
submit oral and written comments.
Since no requests were received for a
public hearing, written comments on the

issues arising in this investigation were

aubmilletl between July 23 and August
31, 1987, in lieu of the public hearing.

‘Scope of Investigation
The product covered by this

"'mvestlgahon is fabric and expanded

néoprene laminate, as provided for in
items 355.8100, 855.8210, 355.8220,
359.5000 and 359.6000 of the Tariff
Schedules of the United States
Annotated (TSUSA). This material is
used primarily in the manufacture of wet
suits and similar products for the scuba
diving and recreational markets.

Fair Value Comparisons -

We made comparisons on
approximately 87 percent of the sales by
.SHEICO of FENL to the United States
during the period of investigation
(P.0O.1), July 1 through December 31,
13886. Because SHEICO accounted for
over 70 percent of all sales of this
merchandise from Taiwan, we limited

-our investigation to this company.

To determine whether sales of the
subject merchandise in the United
States were made at less than fair value,

.we compared the United States price
with the foreign market value for the

company under investigation using data -

provided in the responses.
United States Price

" For certain sales.by SHEICO, we
‘based United States prices on exporter’s
sales price (ESP), in accordance with
section 772(c) of the Act, since the sale

_ to the first unrelated purchaser took

place after importation into the United

States. For those sales by SHEICO made

directly to unrelated parties in the

United States prior to importation, we -

based the United States price on
“purchase price in accordance with

section 772(b) of the Act. .

For sales which were made lhrough a

" related sales agent in the United States

to an unrelated purchaser prior to the .
date of importation, we used purchase

" price as the basis for determining United

States price. For thse sales, the
Department determined that purchase

price was the most appropriate lndxcator‘

-of United States price based on the
following elements:

1. The merchandise in question was
shipped directly from the manufacturer
to the unrelated buyer, without being
inttroduced into the inventory of the .
related selling agent;

. *2. This was the customary commercial
_dﬁannel for sales of this merchandise
between the parties involved: and

3. The related selling agent located in -

the United States acted only as the

"-processor of sale-related documentation
- and a communication link with the

‘-unrela’ted U.S. b

. Where all the above elenlents are met,

" we regard the rountine selling functions

of the exporter as having been merely

relocated geographically from:the
country of exportation to the United
States, where the sales agent performs
them. Whether these fanctions take
place in the United States or aboard
does not change the substance of the
transactions or the functions
themselves.

In instances where merchandise is
ordinarily diverted into the related U.S.
selling agent's inventory. we regard this
factor as an important distinction
because it is agsociated with a
materially different type of selling
activity than the mere facilitation of a
transaction such as occurs on a direct
shipment to an onrelated U.S. purchaser.
In situations where the related party
places the merchandise into inventory, it
commonly incurs substantial storage
and financial carrying costs and has
added flexibility in his marketing. We
also use the inventory test because it
can be readily understood and applied
by respondents who must respond to

" Department questionnaires in a ghort

period of time. It is objective in nature,
as the final destination of the goods can

. be established from normal commercial

documents associated with the sale and
verified with certainty.

We calculated purchase price and
exporter's sale price based on the
packed, f.0.b., cai., <.&f. duty unpaid, or
c.i.f. duty paid prices to unrelated )
purchasers in the United States. We
made deductions, where appropriate, for
foreign inland freight, brokerage and
handling charges, ocean freight, marine
insurance, U.S. duty and U.S. inland
freight. Where we used exporter's sales
price, we made additional deductions
for credit expenses, other U.8. selling
expenses, and commissions. We made
additions to both purchase price and
exporter's sale price for duty drawback
(i.e.. import duties-which were rebated,

" or.not collected, by reason of the

exportation of the merchandise to.the -
United States) pursuant to section
772(d)(1)(B) of the Act.

Foreign Market Value
In accordance with section

- 773(a)(1)(B) of the Act, we calculated

foreign market value based on sales for
export to a country other than the -
United States (a “third country”), since
SHEICO had insufficient home market

. sales of FENL. We calculated foreign

market value based on the packed, c.i.f.

"f.0.b., c&f., or c.&i., duty unpaid prices to

unrelated purchasers in Australia. We
selected Australia because it is the

" largest third country market and sales
. were made in similar quantities to that

" of the United Stdtes. We made -~

deductions, where a for' -

brokerage and hnndﬁm?ﬂmoresgn lnland )

ff::nght. marine lnsurance. and ocean
ight
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When we compared foreign market
value to purchase price sales, we
adjusted forelgn market value for
differences in credit expenses between
the two markets, in accordance with
§ 353.15 of the Department's regulations
(19 CFR 353.15). When we compared
foreign market value with exporter's
sales price, we deducted credit expenses
in Australia from foreign market value.
We also used indirect selling expenses
in the Australian market to offset United
States selling expenses and
commissions, in accordance with
$ 353.15(c) of our regulations.

SHEICO's claim for warranty
expenses in the Australian market was
disallowed since this information could
not be verified.

In order to adjust for differences in
packing between the two markets, we
deducted Australian packing costs from

- foreign market value and added U.S.

" - packing costs, -

We established separate categories of

“such or similar” merchandise, pursuant
to section 771(186) of the Act, on the -
basis of thickness, fabric type and foam
type. Where there were no identical
products in the Australian market with
which to compare products sold to the
United States, we made adjustments to..
similar merchandise to account for
differences in the physical e
characteristics of the merchandise, in’ *
accordance with section 773(a){(4)(C) of
the Act. These adjustments were based
on differences in the costs of materials,
labor and directly related factory
overhead.

- Interested Parties’ Comments

: Comment 1: Petitioner asserts that the

.. Department should base its final *
determination exclusively-on verified
information and should reject
information submitted after the
verification, including the amended
computer tape. Petitioner also urges the
Department to assign zero sales prices
-to the six unreported U.S. sales found
during verification.

Respondent disagrees with
petitioner's suggested that the
Department should reject the amended
computer tape submijted by SHEICO .
since all data in the amended tape have
been verified. Respondent further
contends that the tape was submitted in
accordance with the Department's
request that SHEICO amend its sales
lnstmg Respondent also explains that
the six sales reported at verification -
were not; as petitioner suggests,
intentionally omitted from SHEICO's
original response. Therefore, no adverse
action should be taken against SHEICO
with respect to these sales.

DOC Position: We agree w1th
petitioner that the final determination
should be based exclusively on verified

- information. We have 'usea h.'iforma'tion
. contained in SHEICO'S amended

computer tape since it was verified and
was submitted in response to a request
from the Department. Additionally, we
have excluded in our fair value
comparisons the six transactions
unreported prior to verification for the

‘reasons discussed in the Department 8

response to Comment 2. .

Comment 2: Respondent urges the
Department not to consider in its
calculations certain U.S. sales made to a

. customer who has yet to pay Go-Sport,

SHEICO's U.S. subsidiary. Respondent
claims that these sales weré not made in
the ordinary course of trade and,
because payment for the goods was
never made, that a basic component of

" the sales transaction has not yet taken

place. Respondent also contends: that if

_these transactions are not deferred until -

an annual review, it would punish

. respondent unfairly with dumping duties

simply because it is involved in
litigation to recoup all monies owed,
plus interest and punitive damages.

Respondent further argues that if the -

Department.decides to use these -

_transactions for the final determination,
then the entire one-year period of non-

payment should not be considered a

. credit expense since Go-Sport has no
... control over the payment time. Instead,
- . -responderit claims that credit expensés:
- should be imputed based on the terms of

each invoice. Respondent also urges the
Department to impute indirect selling

expenses based on the “bad debt” from

the date on which payment was due on.
each jnvoice to the date of the final
determination in this investigation.
DOC Position: We agree with
respendent that all sales where the
customer has yet to pay respondent’s
U.S. siibsidiary should niot be included

. in our fair value comparisons. This

includes the six transactions unreported
prior to verification. We have not
included these sales because we were
not able to calculate an accurate credit
adjustment for them at this time.
Moreover, they comprise less than one

" percent of the total value of FENL sold

to the United States during the P.O.L
and the.unusual circumstances
surrounding these sales indicate that
they are not representative of the

respondent’ s selling practices in the U. S

market.
Comment 3: Petitioner claims that the

Department should either correct errors -

found at verification on the reported -
credit expenses of Go-Sport on
exporter's sales price transactions or
apply the highest verified credit expense
to those U.S. sales where respondent

. understated its credit costs.”

Respondent, however, claims that Go-
Spbrt did not understate certain credit
expenses, as claimed by petitioner.

Respondent explains that the credit
expenses associated with those sales
where the customer never paid were
intentionally left blank because of
SHEICO's argument that credit
expenses could not be calculated on
these sales. Therefore, respondent states
that use of best information available to
calculate credit expenses on these sales
is inappropriate.

. DOC Position: We agree with
petitioner that these errors should be
corrected for the final determination,
and the Department has done so.
However, the Department disagrees
with petitioner's contention that it .

- should apply, as best information

otherwise available, the highest verified

- credit expense where errors were found

since most of these discrepanices

occurred on sales which we excluded
from our final calculations as described ' -
above. Errors found on other'U.S. sales

" were not of the type or magnitude that :

would cause the Department to use beat '
information available.

Comment 4: Petitioner claims 1hat

" brokerage and handling expenses and

certain claims related to U.8: inland
freight charges on exporter's sales pnce
transactions could not be verified.

_ Consequently, petitioner states i that the -
. Department should adjust US: prices.

.Regpondent ¢ounters ; that conltiey io :
petitioner's assertions, brakerage and

" handling on the Go-Sport sales was .

verified by the Department, and should.

- therefore, be used in the ﬁnal

determination. ) '
DOC Position: We dmagree with

" - petitioner that U.S. brokerage and

handling could not be verified. Although
some discrepancies were found, they
were not of a magnitude to consider the

_ use of best information available. As for

U.S. inland freight, the reported amounts
were verified, with the exception of two
invoices. For these two sales, we have
applied the highest verified U.S. inland

. freight charge as the best information

otherwise available.

Comment 5: Petitioner agsert that the
Department must disallow SHEICO's
claim for warranty expenses in the .
Australian market since it could not be
verified. Respondent, however, claims
that warrant expenses were veﬂﬂed and
should be allowed.

DOC Position: Since wan'anty
expenses claimed 6n Adstralian ales

" was not verified to the satisfaction of

the Department, we have disallowed
warranty expenses on those Australian
sales where SHEICO made this claml .

Commerit 6: Petitioics G Hia 5o
Department to base credit expenseafon
Australian and U.S. purchase price sales
on verified data because respondent
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inaccurately reported credit on some
sales.

DOC Position: We agree and have
based credit expenses claimed on
Australian and U.S. purchase price sales
on verified information. Credit expenses
on most purchase price sales were
under-reported because respondent
made a mathematical error in failing to
convert one component of the credit
expense from U.S. dollars to New
Taiwan dollars before totalling credit .
charges. This has been torrected in
respondent’s revised sales listing.

Comment 7: Petitioner contends that
reported quantity discounts in both
markets should be disallowed since this
claim could not be verified.

DOC Position: We agree. No
documentation could be produced at
verification showing quantity discounts.
~ Comment 8: Petitioner claims that

fumigation charges associated with

Australian packing costs contain errors,
which must be corrected in the final
determination.

DOC Position: We agree that packing
was understated on Australian sales
because SHEICO made a mathematical
error in calculating fumigation expenses.
We have used the verified amounts in
the final determination.

Comment 9: Petitioner claims that the
verification report shows that duty
drawback was overstated on four
Australian sales. Therefore, these
discrepancies should be corrected for-
the final determination.

DOC Position: We disagree. The
calculations in the verification report
only included drawback associated with
the chemical blowing agent, and do not
include the second component of
drawback for nylon jersey. Therefore,
we find no discrepancies in the reported .

..drawback amounts when both
components are added together. " - -
Respondent confirmed that the
drawback amounts reported i in the
response are correct.

Comment 10: Regspondent clalms that
virtually all of Go-Sport's operating
expenses are not related to FENL sales
and are nof indirect selling expenses.
Respondent argues that the indirect
selling expenges properly allocable to
Go-Sport's sales are only those
indirect sellmg expenses incurred on the
sales of FENL sheets, and should not
include expenses related to wet suits
and other accessories as well as those
expenses not related to the selling
function. Respondent further explains
that the corporate officer’s salary should
be excluded to be consistent with the
Department's policy in past
investigations.

DOC Response: Since no assembly or

further manufacturing took place during

the review period, we have considered
all of Go-Sport's operating expenses,’
with the exception of those allocated to
repair and maintenance, to be selling
expenses. We agree with respondent
that those selling expenses found at
verification to be directly related to

~ products other than FENL sheets should

not be included as indirect selling
expenses. These include show costs,
advertising, commissions, sales

promotion, travel expenses, and sample

costs. We also disregarded bad debt
expenses since these expenses relate to
sales of products other than FENL.

The Department considered all
remaining operating expenses of Go-
Sport to be indirect selling expenses
including portions of rent and supplies
allocated to the selling, warehouse and
office administration categories. We
also allocated a portion.of the
president’s salary to repair and
maintenance, but included the remaining
portion in the pool of indirect selling
expenses. Total indirect selling
expenses were allocated over sales of
all products.

Comment 11: Respondent contends )
that the total amount claimed by
SHEICO for indirect selling expenses on
Australian sales was verified and
should be used by the Department as an
offset to U.S. selling expenses on
exporter's sales price transactions. This
includes rental on SHEICO's Lo Tung -
sales office and any expenses put on the
books during the P.O.L, even if paid
outside the P.O.L - )

Petitioner counters by requesting that
the Department correct discrepancies
found at verification on Australian
indirect selling expenses. -

DOC Position: As petitioner suggests,
Australian indirect selling expenses

-used in-our final calculations are based
on verified data. Furthermore, we agree

with respondent that indirect selling
expenses should include rent on the Lo
Tung sales office and other indirect

_selling expenses accrued during the

P.O.L, even if paid outside the P.Q.1
since SHEICO uses the accrual method
of accounting. The Department has,

" however, disallowed (1) the portion of

the interest expense attributable to the
claimed credit expenses on Australian .
and U.S. sales, because credit expenses
have already been claimed as a -
circumstance-of-sale adjustment; and (2)
expenses associated with a trip to
Taiwan by the president of Go-Sport,
belcause this did not relate to Australian
sales

Currency Conversion
For exporter’s s_alea price

comparisons, we used the official
exchange rate in effect on the date of
sale, in accordance with section 773

"(a)(1) of the Act, as amended by section.

615 of the Trade and Tariff Act of 1984
(1984 Act). For purchase price
comparisions, we used the exchange
rate described in § 353.56(a)(1) of our
regulations. All currency conversions
were made at the rates certified by the
Federal Reserve Bank.

Verification

As provided in section 776(a} of the
Act, we verified all information relied
upon in making this final determination.
We used standard verification
procedures, including examination of all
relevant accounting records and original
source documents provided by the
respondent on relevant sales and
financial records.

Continuation of Suspension of

Liquidation

We are directing the U.S. Customs
Service to continue to suspend
liquidation of all entires of FENL from
Taiwan that are entered, or withdrawn
from warehouse, for consumption, on or
after the date of publication of this
notice in the Federal Register. The U.S.
Customs Service shall continue to
require a cash deposit or the posting of a
bond on all entries equal to the
estimated weighted-average amount by
which the foreign market value of the

- merchandise subject to this

investigation exceeds the United States
price, which is 0.80 percent of the
entered value of the merchandise. The
suspension of liquidation will remain in
effect until further notice.

* In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. If the ITC determines
that material injury, or threat of material

. injury, does not exist, this proceeding

will be terminated and all securities

‘posted as a result of the suspension of

liquidation will be refunded or

- . cancelled. However, if the ITC

determines that such injury does exist,
we will issue an antidumping duty order
directing Customs officers to assess an
antidumping duty on FENL from Taiwan
entered, or withdrawn from warehouse,
for consumption after the suspension of
liquidation, equal to the amount by
which the foreign market value exceeds
the U.S. price.
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This determination is published
pursuant to section 735{d) of the Act (19
U.S.C. 1673d(d)).

September 28. 1887,

Lee W. Mercer,

Acting Assistant Secretary for Trade
Adminitration. .

(FR Doc. 87-22943 Filed 10-2-87. 8:45 am)
BILLING CODE 3810-0%-M

»
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States Inter-
national Trade Commission’s hearing:

Subject : Fabric and Expanded Neoprene Laminate
from Tawan

Inv. No. : 731-TA-371 (Final)
Date and time: October 6, 1987 - 9:30 a.m.

Sessions were held in connection with the investigation in the Hearing

Room of the United States International Trade Commission, 701 E Street NW.,
in Washington, DC. '

In support of the imposition of antidumping duties

Beveridge & Diamond, P.C.--Counsel
Washington, DC
on behalf of

Rubatex Corporation
Bedford, Virginia

Milton G. Tsoleas, Controller
Glen DeLlong, Director of Quality Control

Alexander W. Sierck--OF COUNSEL

In opposition to the imposition of antidumping duties

Klayman & Gurley, P.C.--Counsel
Washington, DC
on behalf of

Shei Chung Hsin Industrial Company, Ltd. (SHEICO)

Shink Shei, President, Go Sport, Inc.,
Spartanburg, South Carolina

John Gurley--OF COUNSEL
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APPENDIX D:

RUBATEX’S FABRIC AND. EXPANDED NEOPRENE LAMINATE
GROSS PROFIT VARIANCE ANALYSIS AND GROSS PROFIT BY GRADE
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Effect of Volume and Price Variance on Gross Profit for Fabric-and-Expanded-
Neoprene-Laminate Products of Rubatex, 1984 to 1986

1984 1986 Total variance
Sdles ..... P 1,000 dollars.. kk Jolk dolek
Cost of sales............ do.... Fhrk dedek ik
Gross profit........... do.... Fekede Jrick deiede
Quantities....... 1,000 sq. ft.. ek Yedek dedede

A. Sales'price/volume.variance

Price variance = (change in unit price, 1984-86) X 1986 volume
-k k ok ok k k) X kKK - % Kk *

Volume variance = (change in wvolume, 1984-86) X 1984 unit price
= (% ok ok -k k k) X Kk kK -t N %

Net sales varfance = % % %

B. Cost-of-sales cost/quantity variance

Cost varilance = (change in unit cost, 1984-86) X 1986 quantity
- (kK k- kk k) X k ok ok - kW

Quantity variance = (change in quantity, 1984-86) X 1984 unit cost
- (k de ok — Kk ok k) X Kk ok ok -k % %

Net cost-of-sales variance = % % *

C. Gross profit wvariance

Net sales variance = % % %
Net cost of sales variance = % % %
Gross profit variance = % % *

1/ Calculated numbers differ from derived numbers because of rounding.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Rubatex Gross Profit by Fabric-and-Expanded-Neoprene-Laminate Grades

Net sales:
G23L-Nu'ooevovneeennnneenns 1,000 dollarg..
008....c000eenonn e ettt e veo.do.. .,
R5000 + R6000. . .....ovvvinnnnnnnnss do....
R131-N + R1400-N........civvvivnnenn do....
Total net sales 2/ .............. do...
Cost of sales:
G231-N...ovitrrrereneiiviennannanas do....
008 . ., et verreeesonnsesssssnnnssas do....
R5000 4+ R6000. .....cciiieiiiennnnns do...
R131-N + R1400-N......cocivivvnnnns do....
Total cost of sales........ e do....

Gross profit or (loss):

G231-N. .. it iinrroneinionennnsnnnas do..
008 . . i i iiirrnnnsrennatssenennness do....
RS5000 + R6000..........cc0vvvnnnnn, do....
R131-N + R1400-N.........c..c0vvnn do....
Total gross profit 2/ ........... do....

Gross profit or (loss) as a
share of net sales:

G231-N.....'viererennccoannsanns percent. .
008.............. fersecesenaenanaes do....
R5000 + R6000.........o0ovvuvvnnnnns do....
R131-N + R1400-N.............cvuntn do....

Total gross profit 2/ ........... do....

1/ Poor quality invéntory was sold at scrap prices.
2/ Totals may differ from table 8 totals due to rounding.

-
©
®
-3

HE3E IEEEP 0 HEEE

IS S 53

[
[+ -]

985

Hiidi HliiHd

Hifis

11111

1986

HEfED HIfdi 0 Hif4

i

Source: Letter of Oct. 14, 1987, from Milton Tsoleas, Controllef, in response

to information requested by the Commission’s staff.
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PRODUCERS’ REMARKS
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Rubatex Corp.--* % %

Kirkhill Rubber Co.,--* % *
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APPENDIX F

PURCHASES OF IMPORTED FABRIC AND EXPANDED NEOPRENE
LAMINATE BY THREE MAJOR WET SUIT ACCOUNTS
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Fabric and expanded neoprene laminate: Purchases of imports by three major '
wet suit accounts, by country or origin, 1984-86, January-June 1986, and
January-June 1987

(In thousands of square feet)

January-June- -

Item 1984 1985

1986 1986 1987

* ok R
Japan.......... et eiee e sedek Yol Yekrk Yk ik
Tafwan...........c... et driok dekeke Jekede Yok deicke
Total............. cr et e Jeiek dedcke Jokk Jedede deicde

* %k %
Japan............. . Ceee . Jedeke Yok dedeke Yedoke ek
Taiwan.............. et ik Jeck ekek Sedede el
Total....... et e e Jeleke Jeicke Jekeke Yok Jeicke

* % Y
JapPaN. . ...ttt Jokoke badaded adaded Yok Yedok
Tafwan..........oo0eeneens . Jeicke Jrick Fokeke ik il
Total......vveiinenennnnnnnns ik deek dedede delede Fedeke

1/ * * %,

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









