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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-433 (Preliminary)

CERTAIN RESIDENTIAL DOOR LOCKS FROM TAIWAN

Determination

On the basis of the record ! developed in the subject investigation, the
Commission determines, % pursuant to section 733(a) of the Tariff Act of 1930,
as amended (19 U.S.C. § 1673b(a)), that there is a reasonable indication that
an industry in the United States is materially injured by reason of imports
from Taiwan of certain residential door locks, 3 that are alleged to be sold

in the United States at less than fair value (LTFV).,

Background
On April 24, 1989, a petition was filed with the Commission and the

Department of Commerce by the Ad Hoc Committee of Door Lock Manufacturers, ¢

! The record is defined in sec. 207.2(h) of the Commission’s Rules of Practice
and Procedure (19 CFR § 207.2(h) as amended in 53 F.R. 33039 (Aug. 29, 1988)).

2 Commissioners Eckes and Rohr dissenting.

3 For purposes of the Commission’s investigation, the term “certain
residential door locks” includes three categories of residential door locks
.specified in the Department of Commerce’s Notice of Initiation: (1) tubular
or cylindrical knob-type locksets with spring latches or dead latches, whether
face-plated or drive-in type, including those with sectional handles; (2) dead
"locks, whether face-plated or drive-in type; and (3) lever-type locksets,
whether face-plated or drive-in type, the foregoing provided for in subheading
8301.40.60 of the Harmonized Tariff Schedule of the United States (HTS) and
statistical reporting number 8301.40.6060 (previously reported under item

 646.9210 of the Tariff Schedules of the United States Annotated (TSUSA)).
See 54 F.R. 2199 (May 22, 1989).

% The petitioning Ad Hoc Committee of Door Lock Manufacturers includes the
following firms: Dexter Lock, Auburn, AL; Kwikset Corp., Anaheim, CA;
National Lock Corp., Sikeston, MO; Schlage Lock Co., San Francisco, CA; Weiser
épck, Huntington Beach, CA; and Weslock Corp., Los Angeles, CA.



New York, NY, alleging that an industfy in the United States is materially
injured and threatened with material injury by reason of LTFV imports of
residential door locks. from Taiwan. Accordingly, effective April 24, 1986,
the Commission instituted preliminary antidumping investigaﬁion No. 731-TA-4:
- (Preliminary). |

| Notice of the institution of the Commission’s investigation and of a
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trads
Comﬁi;sion, Washington, DC, aﬁd by publishing the notice in the Federal
Register of May 2, 1989 (54 F.R. 18707). The conference was held in
Washington, DC, on May 15, 1989, and all persons who requested the opportuniit

were permitted to appear in person or by counsel.



VIEWS OF CHAIRMAN ANNE E. BRUNSDALE ..
AND VICE CHAIRMAN RONALD A. CASS
Certain Residential Door Locks from Taiwan

Inv. No. 731-TA-433 (Preliminary)

On the basis of the information obtained.in this preliminary
invest;gation, weAdetermine that there is a reasonable indication
that an industr§ in the United States is materially injured by
reason of impo;ts of certain residential door locks from Taiwan

that are alleged to be sold at less than fair value (LTFV). 1/

he L 1 ndar inA reli in'r Investigation

The legal standard in preliminary countervailing duty and
antidumping investigations is set forth in sections 703(a) and
733(a) of the Tariff Act of 1930, as amended, 2/ which require
the Commission to determine_whether, based on the best
information available at the time of the preliminary
. determination, there:is a_reasonableAindicétion of material
injury to a domestic industry. or threat théreof, or material -
retardation of establishment of such én industry., by reéson of

dumped imports. 3/ In preliminary investigations, an affirmative

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

2/ 19 U.S.C. §§ 1671b(a) and 1673b(a).

3/ Maverick Tube Corp. v. United States, 12‘Ct; Int'l Trade ,
687 F. Supp. 1569, 1573 (1988). : :
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determination is based on a "reasonable indication" of material
injufy, as opposed to an actual finding of material injury or
tﬁreat'required in a final determination..g/

In American Lamb v, United States, 5/ the United States
Court of Appeals for the Federal Circuit stated that, since the
purpose of preliminary determinations is to avoid the cost and
disruption to trade caused by unnecessary investigations,.the
Commission should not make an affirmative determination in a
preliminary when there is no basis for believing that some
reasonable probabilityréxists forran affirmative determinatién in”
a final'investigation. The court declared that the "reascnable
-indication" standard requires more than a finding that there is a
possibility of materiai injury from LTFV imports. That said, the
court indicated that, in a preliminary determination, the
Ccommission should be cautious in drawing factual inferences
adverse to the Petitioner from disputed evidence. To that end,
the court statéd that the Commission may weigh the evidence
before it to determine whether evidence favoring an affirmative
determination is outweighed by contrary evidence that is "clear
and convincing." The court also made plain tﬁat the Commission

should take account of the likelihood that evidentiary gaps in

4/ Compare 19 U.S.C. §§ 1671b(a) and 1673b(a) with 19 U.S.C.
§§ 1671d4(b) (1) and 1673d(b) (1).

5/ 785 F.2d 994 (Fed. Cir. 1986).
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the record before it would be resolved favorably to Petitioner in
a final investigation. 6/

The existence of unresolved factual questions is, thus,
important to our consideration of whether a final investigation
may provide evidence sufficient to support an affirmative final
determination even when the record before us, if presented in a
final investigation, would not. However, thevexistence of
unresolved factual issues is not by itself a sufficient basis for
reaching an affirmative determination in a preliminary
_investigation. In order to render an affirmative determination,
the stétutory standard, as interpreted by the Federal Circuit,
requires the existence of evidence that reasonably could be
thought to support a finding that LTFV. imports materially injured
or threatened such injury to a domestic industry. Where such
evidence exists, however, unless that evidence is clearly
-outweighed by contrary information that is plainly more credible
or probative, an affirmative preliminary determination is
indicated. We believe this standard requires an affirmative

determination in the instant investigation.

Like Pr nd D ic In tr
To determine "whether there is a reasonable indication that

an industry in the United States is materially injured, or is

6/ See id. at 1001-04. See also New Steel Rails from Canada,
-USITC Pub. 2135 at 55-68, Inv. Nos 701-TA-297 & 731-TA-422
(Preliminary) (Nov. 1988) (Views of Acting Chairman Brunsdale);
id. at 19-31 (Additional Views of Commissioner Cass}).
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threatened with material injury*, 1/ the Commission must first
define the relevant domestic'industry. The stéﬁute defines the
term "industry" as "the domestic producers'as a whole of a like
product, or those producers whose collective output of the like
product constitutes a major proportion of the total domestic
production of that product." 8/ 1In turn, the statute defines'
"like product; as "a product which is like, or in the absence of
like, most similar in characteristics and uses with, the article
subject to an investigation...."™ 9/ .. ...

The Commission usually considers a number of factors when
determining what product is "like" the product subjeCt to
investigation, including: (1) product features, (2) intérchange—
ability, (3) channels of distribution, (4) common manufacturing
facilities and production émployees, (5) customer or producer
perceptions and product uses, and (6) price. ;Q/i The Commission
looks to these factors to ascertain where there are clear

dividing lines between the markets for arguably "like" products, 11/

7/ 19 U.S.C. § 1673B(a).
8/ Id., § 1677(4) (A).
9/ Id., § 1677(10).

10/ See, e.qg., Drafting Machines and Parts Thereof from Japan,
USITC Pub. 2192 at 5, Inv. No. 731-TA-432 (Preliminary) (May
1989): see also Asociacion Colombiana de Exportadores de Flores
v. United States (hereinafter "Asocolflores"), 12 Ct. Int'l Trade
., 693 F. Supp. 1165, 1170 & n.8.

11/ See, e.qg.. Operators for Jalousie and Awning Windows from El
Salvador, USITC Pub. at 4, n.4, Inv. Nos. 701-TA-272 and 731-TA-
319 (Final) (Jan. 1987) (quoting S. Rep. No. 249, 96th Cong., 1lst
Sess. 90-91 (1979)).
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as the legislative history indicates that minor distinctions
among products are an insufficient basis for finding separate
like products. 12/

In this preliminary investigation, we considered two
questions relating to the definition of the like product: 1)
whether residential and commercial door locks are the same like
product, and 2) whether all types of residential locks performing
different functions (e.g. passage, entrance, privacy) should be
included in the same like product.

We note Petitioner's argument that the like product in this
investigation should be no broader than the category of imported
products identified by the Department of Commerce (Commerce). 13/
Commerce initially defined the imported product subject to this
investigation to include three categories:

(1) Tubular or cylindrical, knob-operated locksets with

spring latches or dead latches, whether face-plated or

drive-in type, including entry-handled sets; (2) dead

locks, whether face-plated or drive-in type; and (3)

lever-operated locksets, whether face-plated or drive-

in type. All three categories are imported from Taiwan

and sold in any of the following forms: Fully

assembled, partially assembled, unassembled, or parts
relating thereto. These locks are used in the United

12/ See Asocolflores. 693 F. Supp. at 1168-69. S. Rep. No. 249,
96th Cong., 1lst Sess. 90-91 (1979).

13/ In making its like product determination, the Commission may
define the domestic like product and industry more broadly than
the scope of Commerce's investigation. See Asocolflores, 693 F.
Supp. at 1168, n.4; Shock Absorbers and Parts, Components, and
Subassemblies Thereof from Brazil, USITC Pub. 2128 at 7, n.16,
Inv. 731-TA-421 (Preliminary) (Sept. 1988). See also Industrial
Belts from Israel, Italy, Japan, Singapore, South Korea, Taiwan,
The United Kingdom, and West Germany, USITC Pub. 2113 at 6-8,
Inv. Nos. 701-TA-293-295 and 731-TA-412-419 (Preliminary) (Aug.
1988) (like product not limited to scope of investigation).
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States residential door lock market. This petition

does not cover door locks suitable for use with garage,

overhead or sliding doors, or those suitable for use in

the commercial market. 14/

Recently, Commerce issued a "clarification" of the scope of
investigation that stated that residential door locks are
"differentiated from other door locks (i,e., those for commercial
or other uses) by the size of the face-plate or housiné
assembly." 15/

This language does not, as Petitioner suggests, clearly
state that the scope of the'investigation inéludes all 7
residential door locks imported from Taiwan and necessarily
excludes all commercial door locks. Commerce's scope
determination does, however, include all products characterized

by either of the two distinguishing sizes of door locks described

in the petition, size distinctions that generally determine

14/ 54 Fed. Reg. 21999 (1989).

15/ The sizes Commerce specified as significant are the same as
those urged by Petitioner:

(1) with a face-plated spring lock/latch, dead latch or dead
bolt, the unit has (a) a face-plate size of 1 inch or less
(plus a tolerance of +1/16 inch) in width, regardless of
length; or (b) an outside diameter of the latch or dead bolt
housing assembly of 7/8 inch or less (plus a tolerance of
.+1/16 inch) in outside diameter; or (2) if a drive-in type
spring lock/latch, dead latch or dead bolt, the unit has a
housing assembly (including the sleeve retaining device) of
1 inch .or less (plus a tolerance of +1/16 inch) in outside
diameter.

Letter from Gary Taverman, Acting Division Director of Commerce's
Office of Antidumping Investigations to Lynn Featherstone,
Director of the Commission's Office of Investigations (June 7,
"1989). See also Antidumping Petition on Behalf of The Ad Hoc
Committee of Door Lock Manufacturers (hereinafter "Petition") at
5, 8.
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whether certain locks are suitable for use in the residential
market and not the commercial market.

Commerce's determination, while important to our like
product determination, is not dispositive. We must decide how
similar or dissimilar domestic products are to one another and to
the imported products identified by Commerce. . During the |
investigation, Petitiqner argued that commercial locks are not
"like" residential locks and that ail residential locks are a
single like product. 16/ None of the other parties advanced

alternative like product definitions. 17/

Residggtigl and Commercial DoQoOrx nggs'

Although it is nbt patently clear that a sharp dividing
line exists between the markets er residential and commercial
door locks, there is substantial evidence in the record to

support the determination that they constitute separate products.

16/ See Petition at 20-21; Post-Conference Brief of Petitioner at
4-11. In this investigation, we have gathered data from the
producers of locksets, but are uncertain whether these data fully
reflect components of locksets. In any final investigation, we
will further examine this issue. o

17/ See, e.q,, Official Transcript of Staff Conference, Inv. No.
731-TA-433 (Preliminary) (hereinafter "Tr.") at 82 (Statement of
Mr. Lasier); Tr. at 134 (Statement of Mr. Schutzman); Letter from
Max F. Schutzman to Kenneth R. Mason, Secretary of the Commission
at 5 (May 19, 1988). Although the Commission agrees with the
like product definition advanced by the Petitioner in this case,
apparent agreement of the parties does not mean that the
Commission is precluded from determining that the like product is
other than that suggested by the parties. See e.d., Industrial
Belts from Israel, Italy, Japan, Singapore, South Korea, Taiwan,
‘The United Kingdom, and West Germany, USITC Pub. 2113 at 6-7,
Inv. Nos. 731-TA-412-419 (Preliminary) (Aug. 1988).
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While at first glance the physical characteristics and components
of each type of lock (e.g, a turning unit, a lock or latch, a
face plate, and a strike plate) appear similar, closer
examination reveals that the dimensions often differ in many
respects. 18/ Locks used in the commercial market usually have
wider face plates, larger housing assemblies, largér bo;ts, and
larger backsets. 19/ In addition, commercial locks are generally
heavier, thicker, and more durable than residential locks. 20/
‘These differences in physical characteristics correspond with
differences in performance. Commercial locks often provide
greater security because they are sturdier and can sustain mahy
more rotations of the knob than a standard residential lock. 21/

Although all locks, whether commercial or residential, are
used fundamentally for the same ends (i.e., to lock or latch a
door), the end uses of commercial and residential locks typically
differ because the locks are used in different structures. 1In
addition, certain locks are almost exclusively used in the
commercial market, e.g., classroom locks, store room locks, and

hotel guest room locks. 22/

18/ See Taverman letter, supra note 15, and accompanying text.
19/ Petition at 5-8.

20/ Id. at 5-6; Staff Report to the Commission on Inv. No. 731-
TA-433, Certain Residential Door Locks from Taiwan (Preliminary)
(hereinafter "Report") at A-3, A-4-5.

21/ Report at A-4; Post-Conference Brief of Petitioner at 5-6.

22/ Post-Conference Brief of Petitioner at 9.
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The differences in physical characteristics between
residential and commercial locks limit the interchangeability of
the two products. Residential locks often do not satisfy the
security requirements of commercial users or the specifications
of architects for commercial buildings. Similarly, many
commercial locks are too large to fit into the standard
prefabricated residential door. 23/

The production processes of residential and commercial
manufacturers differ. Residential locks are mass produced
whereas commercial locks are ‘not. 24/ Although soﬁe equipment
can be used for the production of components for both kinds of
locks, heavier presses and different tooling often are used for
production of commercial locks. 25/

With respect to manufacturing facilities, most domestic
manufacturers produce;only one of the two kinds of locks.
Manufacturers that produce both kinds of locks often separate
their commercial and residential production fécilities. 26/ The
existence of marked differgnces in price between commercial and
reéidential-locks aléo supbor;s the infefence thét they are not

part of the same like product. 27/

23/ 1d. |

gg/ Id. at 7; Repért at A-5, A-8.

25/ Tr. at 83. |

26/ 1d4. at 81-83.

27/ Report at A-5 (Average unit values of domestic shipments . of

commercial/other door locks are more than three times the average
(continued...)
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Notwithstanding these differences, the evidence indicates
some overlap between residential and commercial locks.
Nevertheless the record supports the inference that the two types
of locks are largely, though not wholly, distinct products. For
purposes of this preliminary investigation, we find that on
balance the like product is comprised of residential door locks

as defined above. 28/

Residenti Door Ck -

| We also should consider whether residential locks comprise
more than one like product category. Different locks perform
different functions, e.g. passage, privacy, entrance. Although
these differences limit the interchangeability of different
locks, 29/ we find on the evidence now of record that all

residential locks are part of the same like product:. 30/ The

27/ (...continued)
unit values of residential locks.)

There is very little information in the record concerning
the channels of distribution of commercial locks and customer
perceptions. Because none of the parties argued that commercial
locks are like the imported residential locks, information
regarding this issue is limited, and our like product
determination is necessarily tentative.

28/ In light of the facts that some producers make both
residential and commercial locks and that some locks are suitable
for use in either setting, we are prepared to revisit the
distinction between commercial and residential door locks in any
final investigation.

29/ Report at A-43, -47, -50.
.30/ This conclusion is consistent with other Commission

determinations. See e.q., Top-of-the-Stove Stainless Steel
(continued...)
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parties have not argued for a determination that there are
separate like products, and the record does not provide evidencé
permitting the Commission to draw clear dividing lines among
locks based on the functions they serve. Our determination does
not preclude any party from revisiting this issue in any final
investigation.

For purposes of this preliminary investigation, we define
the like product as residential locks and the domestic industry

as the producers of residential locks.

R nable Indi ion of M rial Injur
by Reason of Allegedly LTFV Imports

In making a determination in a preliminary antidumping
investigation, the Coﬁmission is to determine whether there is a
reasonablé indication that a domestic industry is materially
injured or threatened with such injury "by reason of" the imports
under investigation. 31/ In.determining Whether a domestic

industry is materially injured "by reason of" allegedly LTFV

30/ (...continued)
Cooking Ware From Korea and Taiwan, USITC Pub. 1936, Inv. Nos.
731-TA-304-305 (Final) (Jan. 1987); Porcelain-on-Steel Cooking
Ware From Mexico, The People's Republic of China, and Taiwan,
USITC Pub. 1911, Inv. Nos. 731-TA-297-299 (Final) (Nov. 1986);
Certain Scissors and Shears From Brazil, USITC Pub. 1456, Inv.
No. 104-TAA-19 (Dec. 1983) (rejecting argument that each type of
scissors and shears should be a separate like product because it
has distinct characteristics and special uses); Thermostatically
Controlled Appliance Plugs and Internal Probe Thermostats
Therefor From Canada, Japan, Malaysia, and Japan, USITC Pub. 2152
at 6-7, Inv. Nos. 731-TA-400 & 402-404 (Final) (Jan. 1989)
("[ilnterchangeability, however, is only one of the criteria for
making a like product determination and no single criterion is
- determinative") . .

31/ 19 U.s.C. § 1673b(a).
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imports, the Commission considers, among other factors, the
volume of imports, the effect of imports on prices in the United'
States for the like product, and the impact of such imports on
the relevant domestic industry. 32/ The Commission may take into
account information concerning other causes of harm to the
domestic industry, but is not to weigh the impact of allegedly
LTFV imports against other factors affecting the céndition of the
domestic industry. 33/ The Question for the Commission is
whether, regardless of the effects of other factors, the evidence
reasonably could be thoﬁght to show that allegedly LTFV imports
have materially injured (or threaten such injury to) the domestic
industry.

During this preliminary investigation, the Commission has
gathered information about the U.S. market for residential door

locks, U.S.'producersvof residential door locks, and imports of

32/ Id., § 1677(7)(B), as amended by Section 1328 of the Omnibus
Trade and Competitiveness Act of 1988, Pub. L. 100-418, 102 Stat.
1107, 1205. In assessing impact, the Commission considers, among
other factors, the domestic consumption of the product, U.S.
production, capacity, and capacity utilization, shipments,
inventories, employment, financial performance, and existing
development and production efforts within the context of the
business cycle and conditions of competition that are distinctive
to the domestic industry. 19 U.S.C. § 1677(7) (C) (iii)., as
amended by section 1328 of the 1988 Act, 102 Stat. at 1205.

33/ "Current law does not...contemplate that the effects from the
subsidized [or LTFV] imports be weighed against the effects
associated with other factors (e.g., the volume and prices of
nonsubsidized [LTFV] imports, contraction in demand or changes ir
patterns of consumption, trade restrictive practices of and
competition between the foreign and domestic producers,
developments in technology, and the export performance and
productivity of the domestic industry) which may be contributing
to overall injury to an industry." S. Rep. No. 249, 96th Cong.
1st Sess. 57, 74 (1979).
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residential door locks from Taiwan. In our view, the record
supports a determination that there is a reaSonable indication of

material injury by reason of the subject imports.

T I ly LTFV Impor n_ the Dom ic In r
General Issues: In considering the impact of allegedly LTFV

imports on the domestic industry, we note that the subject
imports account for-almost one-fifth of U.S. apparent consumption
.and that the alleged hargins of dumping are high, ranging up to
67 percent. 34/ Taken alone, these factors would tend to suggest
that the allegedlf LTFV imports may be doing substantial harm to
domestic producers. However, a thorough assessment of the impact
of allegedly LTFV imports on domeétic producers cannot be made
outside the context of a deeper understanding of the competitive
conditions in the U.S. market for residential door locks and the
performance of domestic producers within this market. Congress
underscored the need to evaluate carefully the effect of LTFV
sales in the context of particular markét conditions in the
Oomnibus Trade and Competitiveness Act of 1988 by requiring us to
analyze LTFV imports' effects with reépect to "the business cycle
and conditions of competition that are distinctive to the .

affected industry." 35/

34/ 54 Fed. Reg. 21999 (1989), reprinted in Report at A-65.

35/ Pub. L. No. 100-418, § 1328(2)(C), 102 Stat. 1107, 1206
(codified at 19 U.S.C.A. § 1677(7)(C) (West Supp. 1989)).
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Apparent consumption of residential door locks measured by
value increased steadily in the 1986 to 1988 period by 3.7
percent, and declined in the January/March 1988/1989 interim
comparison by 5.5 percent. Measured by quantity, apparent
consumption increased from 1986 to 1987 by 4.5 percent, declined
in 1988 by 2.4 percent and declined slightly in the interim
comparison. 36/

Domestic production and production capacity generally
declined during the period under investigation. 37/ Measured by
quantity, démestic shipments also declined, falling 8.3 percent
from 1986 through 1988, and 5.5 percent in the interim
comparison. Measured by value, domestic shipments fluctuated but
declined from 1986 thfough 1988 and also declined in the interim
comparison. 38/ Employment declined signifiéantly over the
period, by 23.4 percent from 1986 to March 1989. 39/

Respondents have argued that these declines are explained by ™~
décisions of domestic'producers to move their broduction

facilities offshore, inefficiencies of the domestic companies,

36/ Report at A-12, A-13 (Table 3).

37/ I4d. at A-18 (Table 6). In any final investigation, the
Commission plans to investigate whether production figures were
understated in this investigation because they did not include
production of all components or parts of locksets. Evidence
gathered in this investigation suggests that some components are
being produced in the United States and assembled in Mexico. Tr.
at 73 (Statement of Mr. Lasier); id. at 125 (Statement of Mr.
Schutzman) . ]

38/ Report at A-25 (Table 8), A-29.

39/ 1d4. at A-22.
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slackened housing starts, and increases in the productivity of
)domeStic manufacturers. 40/ With respect to the latter argument,
we noté that the percentage decline in employment exceeded the
percentage increase in productivity. 41/ Also, with respect to
offshore production, Congress has expressly instructed the
Commission to examine only production in the United States. 42/
Moreover, while we properly consider only that amount of injury
caused by allegedly LTFV imports, Petitioner argues that movement
of production to offshore locations by the domestic industry was
in part a response to the imports of locks allegedly sold at LTFV
from Taiwan. 43/

Respondents argue that the financial health of the domestic

industry producing reéidential door locks is robust. They point

40/ See e.q., Posthearing Brief of Home Depot at 13-21. Post-
'Conference Brief of Tong Lung et al. at 10-14.

41/ See Report at A-22 (reporting an overall decline in
employment of 14.6 percent from 1986 to 1988); id. at A-23 (Table
10) (reporting an increase in productivity from 6.8 units per
hour in 1986 to 7.3 units per hour in 1988 -- a 7.4 percent
increase).

42/ Section 771(7) of the Tariff Act of 1930, as amended by
section 1328 of the Omnibus Trade and Competitiveness Act of
1988, Pub. L. 100-418, 102 Sstat. 1107, 1205. 1In the 1988 Act,
Congress amended the statutory definition of "material injury."
The amendment provides that the Commission is to examine "the
impact of imports of such merchandise on domestic producers of
like products, but only in the context of production operations
within the United States.” 19 U.S.C.A. § 1677(7) (West Supp.
1989). Both the House and Senate reports to the 1988 Act
discussed offshore production and concluded that such production
should not be included in the Commission's material injury
analyses. H.R. Rep. No. 40, 100th Cong., 1lst Sess., pt. 1 at
128-29; S. Rep. No. 71, 100th Cong., 1lst Sess. 115.

43/ See, e.dq., Post-Conference Brief of Petitioner at 2.
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to the fact that operating income as a ratio to net sales
remained relatively stable -- 13.7 percent in 1986 and 13.8
percent in 1987 and 1988 -- as an indication that allegedly LTFV
imports could not be harming the domestic industry. 44/
Petitioner counters by noting declines in other relevant
indicators. 45/ From our perspective, both of these arguments
miss the fundamental point that material injury in Title VII
cases should not be measured by overall industry condition, which
is affected by outside events that. the Commission is explicitly
enjoined from considering in its evaluation. Rather, our inquiry
is to focus solely on the issue of whether material injury has
been caused by dumped or subsidized imports. 46/ As we have
acknowledged elsewhere, consistent profitability standing alone
does not mean that the domestic industry is not materially

injured by reason of the subject imports. 47/

44/ See, e.q., Post-Conference Comments of Tong Lung et g;; at 5,
9, 12, 14-15, 18.

45/ See, e.q., Post-Conference Brief of Petitioner at 1-3.

46/ Of course, the materiality of any injury caused by subject
imports can best be interpreted in the context of that industry's
performance, since a weakened industry may be materially harmed
by an impact that a stronger one could shrug off.

47/ See, e.qg., Digital Readout Systems and Subassemblies Thereof
from Japan, USITC Pub. 2150 at 34-35, Inv. No. 731-TA-390 (Final)
(Jan. 1989) (Views of Acting Chairman Brunsdale); Antifriction
Bearings (Other Than Tapered Roller Bearings) and Parts Thereof
from the Federal Republic of Germany, France, Italy, Japan,
Romania, Singapore, Sweden, Thailand, and the United Kingdom, .
USITC Pub. 2185 at 131-33, Inv. Nos. 303-TA-19-20 & 731-TA-391-
399 (Final) (May 1989) (Concurring and Dissenting Views of Vice
Chairman Cass) (citing, inter alia, S. Rep. No. 1385, 90th Cong.,
2d Sess., pt. 2, at 11 (1968), reprinted in 1968 U.S. Code, Cong.
’ . (continued.. .}
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Information on Import Volumes and Prices: Import volumes were
significant during the period in which dumping is alleged and
also throughout the period investigated by the Commission.
Although the trend itself has no significance, we note that
import volumes were higher at the end of the period investigated
than at the beginning. Market penetration in terms of tetal
quantity of epparent U.S. consumption was 16.9 percent in 1986,
17.7 percent in 1987, 17.3 percent in 1988, 18.8 percent in
January/March 1988 and 16.7 percent in January/March .1989. 48/
Measured by value, market penetration followed a similar pattern.
The value of imports from Taiwan increased 13.0 percent from 1986
to 1988, and decreased 9.7 percent in the interim comparison.

The change in imports consequent to LTFV sales may be more
readily apparent from changes in the prices of the imports. The
dumping margin provides information useful for assessing this
price change. As we have already noted, the alleged dumping
margins in this case range up to 67 percent. Respondents contend

that these allegations are based on extremely old data, 49/ and

47/ (...continued)

& Admin. News 4548). (Cf, USX Corp. v. United States, 11 Ct.
Int'l Trade ____, 655 F. Supp. 487, 490 (1987) ("the mere fact
that an industry has been lifted out of a recession can not
automatically trigger the conclusion that foreign imports are not
affectlng the domestic market").

48/ Report at A-42.

49/ Post- Conference Brlef of Tong Lung et al. at 16 (arguing that
Petitioner's estimates of dumping margins are based on a 1983
price list).
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that the evidence collected in the investigation shows that
pricés of subject imports in the U.S. market have risen
considérably in subsequent yvears. 50/ Nonetheless, these
allegations represent the best available evidence on margins at
this time. Although the statute authorizes us to rely on these
. allegations as best available evidence for prééent purposes, 51/
the apparent inconsistency with the rest of the record leads us
to accord them somewhat less weight than we otherwise might.

At this preliminary stage, we do not have sufficient
evidence to'prediét withrconfidence how importé would have been
priced in the absence of dumping. 52/ One factor relevant to
consideration of thié matter is the importance of the U.S. market
to producers.of-the subject imports. 53/ Data for three
producers of the subject product show that sales of these
. exporters were concentrated in the U.S. market, rather than
Taiwan. This concentration suggests that the dumping margin,
-even if accurate, 'is apt to overstate significantly the change in
import prices consequent to LTFV sales. However, we have no way

of knowing whether this is also true for other producers from

50/ See, e.d.., Report at A-51 (Table 25).
51/ 19 U.S.C. § 1673b(a).

52/ For this reason, we do not, at the present time, rely on any
specific assessment of the degree to which allegedly LTFV sales
altered import prices. It would be constructive to obtain
additional evidence relevant to this issue in a final
investigation. Chairman Brunsdale does not believe that such an
assessment will necessarily be required or feasible in this case.

53/ See Report at A-52 (Table 21).
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Taiwan who did not respond to the Commission's inquiries. 54/ in
any final investigation we expect to have the benefit of more
ihformation furnished by foreign producers and a record that will
enable us to delve more deeply into this question. Even with a
modest price decline, however, .the significant import penetration
suggests the realistic possibility that the domestic industry has
‘been confronting substantial competition from imports from Taiwan
sold at lower prices than if not dumped, and that these sales'may
have affected certain business decisions of domestic producers,

including decisions to move offshore. 55/

The Price Effect of the Subject Imports: The incompleteness of
the price evidence collected iﬁ this preliminary investigation
illustrates the need to obtain additional information in any
final investigation. For example, the evidence before us
suggests, on the one hand, that the subject merchandise was sold
at significaﬁtly lower prices than the domestic products to which
prices were comparéd. On the other hand, the evidence also
indicates that the market'share held by subject imports did not
increase appreciably over the period covered by this
investigation. This counter-intuitive evidence cén be explained
in part by the fact that, while there was a large disparity in
prices in head-to-head price comparisons, there was inadequate

evidence in the record on the substitutability of the like

54/ See id. at A-51, n.21.

55/ See id. at A-40, A-13 (Table 3).



22
product for the subject imports. 56/ This inadequac§ helps
explain the fact that the prices of'U.S. producers remained
stable or increased, indicating an absence of price
depression. 57/

The stability of domestic and subject import market shares
despite the apparent large price disparity raises the,possibility
that the subject imports might not be highly substitutable for
domestic products in the same category to which their prices were
compared. However, the direct evidence on substitutability -
Vbéiﬁtéwé difféféﬁt piéfufe: fﬁéferafér"ﬁbﬁdistinct differences"
between subject imports and domestically produced residential
door locks, and consumers are often unaware of the country of
origin. 58/ Petitioner also notes a "very close physical

similarity” between‘dOmestiC and imported residential locks and

finds the quality of these products to be "somewhat comparable." 594

56/ In any final investigation, we plan to examine further the
substitutability of the like product with the subject imports.

To that end, we would also gather further information on "pricing
points" to assure that any price comparisons are based on
products that are substitutable.

57/ However, Petitioner has submitted some evidence of price
suppression. The price of raw materials for locks rose
substantially during the period of investigation. Other
producers using the same raw materials have been able to pass
through these increases in raw material prices more effectively
than the domestic residential lock producers. Tr. at 42-43.

58/ Report at A-3.

59/ Tr. at 29, 36.
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One importer even agrees that domestic‘énd imported locks are
highly competitive at the low end of the market. 60/

Should any final investigation occur in this case, we will
seek further evidence and argument on the Substitutability
question. For purposes of our preliminary determination,
however, we give Petitioner the benefit of the doubt by relying
primarily on the evidence that indicates a high degree éf
substitutability. |

Another factor influencing the effect of the subject imports
on domestic prices (and, concomitantly, on domestic sales) is the
sensitivity of consumers of the imported and domestic products to
price, that ié, the price elasticity of demand. If overall
demand is very responsive to price (high price elasticity of
demand), then import sales at low prices will, to a large extent,
reflect the satisfaction of new demand rather than the diversion
of sales from domestic producers; Low price elasticity makes the
battlelbetween foreign and domestic producers more of a zefo—sum
game.

Demand for residential locksets originates in two distinct
submarkets: the new construction market and the replacement
market. ‘The demand for residential lockseté in the new housing
market is almost exclusively a derived demand. Given the
minuscule proportion of new house construction costs accounted
for by residential locksets, door lock prices will have no

measurable impact on construction activity. Therefore the demand

60/ Posthearing Brief of Home Depot at 10.
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for door locks ‘in this submarket is apt to be extremely
inelastic.

The replacement ﬁarket is potentially more elastic. However,
Petitioner states that price elasticiﬁy in the market for
replacement residential locksets is "very low". 61/ Respondent
Home Depot also suggests that price is not a primary determinant
of demand. 62/ While we will want to reconsider the importance
of prices in the retrofit market should any final investigation
occur, the present recédrd supports a conclusion that overall
Wdemaﬂd fof'residentiaL locksets is highly inelastic.

Amdng the other factors relevant to our consideration of how
LTFV imborts have affected the prices and sales of domestic
products are the respdnsiveness of domestic producers in this
industry to changes in price (domestic supply elasticity) and the
way in which imports from other countries vary with changes in
U.S. prices for residential locksets {the supply elasticity of
fairly traded imports). If the domestic supply elasticity is
high, domestic producers would be capable of supblying additional
products at prices near to those currently prevailing. If the
price elasticity of fairly traded imports is high, sales of non-
subject imports rather than those of the domestic like product
might bear a significant share of the impact of any change in the
level of LTFV imports. The only evidence relating to these

matters is the data on domestic capacity utilization. The

.61/ Tr. at 45.

62/ Posthearing Brief of Home Depot at 11.
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existence of substantial excess capacity suggests that domestic
supply elasticity is high. Should any final investigation occur,

we wili seek additional evidence on supply conditions.

Eff f th j Impor n_the Dom ic In ry: Taken
together, the factors relevant to our determination suggest a
reasonable indication, although surely no more than just that,
that the allegedly LTFV imports materially injured the domestic
industry. Subject imports that are highly substitutable for
Adomestic products captured nearly one-fifth of the market in a
périod'when they were allegedly dumped at possibly high margins.
In the absence of dumping, prices of the subject imports most
likely would have beeﬁ higher. If in fact the subject imports
were highly substitutable for other residential locksets, a
substantial part of thei; market share might well have been
captured by other suppliers, includipg domestic producers, had
they been fairly traded. There is evidence that domestic
producers' sales, which declined over the period of
investigation, were significantly affected by allegedly LTFV
imports. Interpreted in the context of present industry
conditions and the low standard applicable in preliminary cases,
these effects support‘a finding of a reasonable indication of
material injury by reason of the subject imports allegedly sold

at less than fair value.
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Conclusion
On the basis of the evidence before us in this preliminary

investigation, we conclude that there is a reasonable indication

that a domestic industry has been materially injured by reason of

allegedly LTFV imports of residential door locks from Taiwan.
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VIEWS OF COMMISSIONER LODWICK AND COMMISSIONER NEWQUIST

Based on the information obtained in this preliminary
investigation, we determine that there is a reasonable indication
that an industry in the United States is materially injured by
reason of imports of certain residential door locks from Taiwan

that are alleged to be sold at less than fair value (LTFV). 1/

The legal Standard In Preliminary Investigations

The legal standard in preliminary antidumping investigations
is set forth in section 733(a) of the Tariff Act of 1930. 19
U.S.C. § 1673b(a). That section requires the Commission to
determine whether, based on the best information available at the
time of the prelimiﬁary determination, there is a reasonable
indication of material injury to a domestic industry, or threat
thereof, or whether the establishment of a domestic industry has
been materially retarded by reason of the imports subject to
investigation. The definition of "material injury" is the same
in both preliminary and final invesﬁigations, but in preliminary
investigations an affirmative determination is based on a
"reasonable indication" of material injury, as opposed to the
actual finding of material injury or threat required in a final

determination.

1/ Material retardation of the establishment of an industry is
not an issue on this investigation and will not be discussed further.
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In American Lamb v. United States, 2/ the Federal Circuit .
stated that the purpose of preliminary determinations is to avoid
the cost and disruption of trade caused by unnecessary
investigations, 3/ and that the '"reasonable indication" standard
requires more than a finding that there is a possibility of
material injury by reason of the unfairly traded imports. The
Commission may render a negative preliminary determination when
"(1) the record as a whole contains clear and convincing evidence
that there_is no material injury or threat of material injury;
aﬁd (2)rno likelihoéd exists that Eontfary evidence will arise in

a final investigation." 4/

Like Product and Domestic Industry.

To determine whether a "reasonable indication of material .
injury or threat of material injury" exists, the Commission must
first determine the relevant domestic industry. The term
"industry" is defined by statute as "the domestic producers as a
whole of a like product, or those producers whose collective
output of the like product constitutes a major proportion of the
total domestic production of that product." 5/ 1In turn, "like:
product" is defined in section 771(10) of the Tariff Act of

1930, as amended, as "a product which is like, or in the absence

785 F.2d 994 (Fed. Cir. 1986).
Id. at 1002-1003.

Id. at 1001.

NN NN

19 U.S.C. § 1677(4) (A).
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of like, most similar in characteristics and uses with; the
article subject to an investigation...." 6/
| Thg.CommiSSion's decision regarding like product is
essentially a factual determination, made on a case-by-case
basis. 7/ The Commission usually considers a number of factors
when determining what product is "like" the product subject to
investigation, including: (1) physical characteristics and uses,
(2) interchangeability, (3) channels of distribution, (4) common
manufacturing facilities and production employees, (5) customer
or'producer perceptions, and (6) price. g/ No single factor is
dispositiﬁe, and the Commission may consider other factors it
deems relevant based on the facts of a given investigation. The
‘Commission looks for cléar dividing lines between like products, 9/
because minor distinctions are an insufficient basis for finding
separate like products. 10/
In this preliminary investigation, we considered two
questions relating to the definition of the like product: 1)

‘whether residential and commercial door locks are the same like

6/ 19 U.S.C. § 1677(10).

7/ Asociacion Colombiana de Exportadores de Flores v. United
States, 12 CIT , 693 F. Supp. 1165, 1169 (1988) (hereinafter "Ascof

8/ See, e.dq., Certain All-Terrain Vehicles from Japan, Inv. No.
731-TA-388 (Preliminary), USITC Pub. 2071 (March 1988) at 6;
Ascoflores, 693 F. Supp. at 1170 n.8.

9/ See, e.dg., Operators for Jalousie and Awning Windows from El
Salvador, Invs. Nos. 701-TA-272 and 731-TA-319 (Final), USITC
Pub. 1934 (Jan. 1987) at 4 n.4.

107 Ascoflores, 693 F. Supp. at 1168-69. S. Rep. No. 249, 96th
Cong., lst Sess. 90-91 (1979). ,
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product and 2) whether all types of residential locks performing

different functions (e.g. passage, entrance, privacy) should be

included in the same like product.

We note petitioner's argument that the like product in this
investigation should be limited to the scope of the Department of
Commerce's (Commerce) investigation. 11/ Commerce has defined
the imported product subject to this investigation as follows:

The products covered by this investigation include the
following three categories of residential door locks:
(1) tubular or cylindrical, knob-operated locksets with
spring latches or dead latches, whether face-plated or
.drive-in type, including entry-handled sets; (2) dead
locks, whether face-plated or drive-in type; and (3)

- lever-operated locksets, whether face-plated or drive-
in type. All three categories are imported from Taiwan
and sold in any of the following forms: Fully
assembled, partially assembled, unassembled, or parts
relating thereto. These locks are.used in the United
States residential door lock market. This petition
does not cover door locks suitable for use with garage,
overhead or sliding doors, or those suitable for use in
the commercial market. 12/

However, this language suggests that the scope of the
investigation includes residential door locks and excludes
commercial door locks. We interpret the scope determination as

including all products that possess'the two physical

11/ 1In making its like product determination, the Commission

may define the domestic like product and industry more broadly
than the scope of Commerce's investigation. See Ascoflores, 693
F. Supp. at 1168 n.4; Shock Absorbers and Parts, Components, and
Subassemblies Thereof from Brazil, Inv. 731-TA-421 (Preliminary),
USITC Pub. 2128 (Sept. 1988) at 7. See also Industrial Belts
from Israel, Italy, Japan, Singapore, South Korea, Taiwan, The
United Kingdom, and West Germany, Invs. Nos. 701-TA-293-295 and
731-TA-412-419, (Preliminary), USITC Pub. 2113 (Aug. 1988) at 6-8
(like product not limited to scope of Commerce's investigation).

12/ 54 Fed. Reg. 21999 (May 22, 1989).
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characteristics of residential door locks described in the
petition. 13/
During the investigation, petitioner argued that commercial
locks are not "like" residential_locks and that all residential
locks are a single like product. 14/ None of the other parties

advanced alternative like product definitions. 15/

13/ These two physical characteristics are:

(1) if a face-plate spring lock/latch, dead latch or dead
bolt, the unit has (a) a face-plate size of 1 inch or less (plus
a tolerance of +1/16 inch) in width, regardless of length; or (b)
an outside diameter of the latch or dead bolt housing assembly of
7/8 inch or less (plus a tolerance of +1/16 inch) in outside
diameter; or

(2) if a drive-in type spring/lock, dead latch or dead
bolt, the unit has a housing assembly (including the sleeve
retaining device) of 1 inch or less (plus a tolerance of +1/16
inch) in outside diameter. See Petition at 5, 8. Letter from
Gary Taverman, Commerce, to Lynn Featherstone, Office of
Investigations, USITC, clarifying Commerce's scope of
investigation, dated June 7, 1989.

14/ See Antidumping Petition on Behalf of The Ad Hoc Committee
of Door Lock Manufacturers at 20-21 (hereinafter "Petition");
Post-Conference Brief of Petitioner Ad Hoc Committee of Door Lock
Manufacturers at 4-11 (hereinafter "Ad Hoc Post-Conference
Brief").

In this investigation, we have gathered data from the
producers of locksets, but are uncertain whether this data fully
reflect components of locksets.

15/ See, e.q., Official Transcript of Staff Conference, Inv.
No. 731-TA-433 (Preliminary) (hereinafter "Tr.") at 82; Tr. at
134; Letter to Kenneth R. Mason, Secretary, USITC from Max F.
Schutzman, dated May 19, 1989 at p. 5. Although the Commission
agrees with the like product definition advanced by the
petitioner in this case, apparent agreement of the parties does
not mean that the Commission is precluded from determining that
the like product is other than that suggested by the parties.
See e.q., Industrial Belts From Israel, Italy, Japan, Singapore,
South Korea, Taiwan, The United Kingdom, and West Germany, Inv.
Nos. 731-TA-412-419, USITC Pub. No. 2113 at 6-7 (Aug. 1988).
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l. .Commercial door locks are not like residential door
locks.

Although many residential and commercial locks have similar
physical chafacteristics and components, (e.g. a turning unit, a
lock or latch, a face plate, and a strike plate) their physical
characteristics often differ in many respects. Locks used in the
commercial market usually have wider face plates, larger housing
assemblies, larger bolts, and larger backsets. 16/ In addition,
commercial locks are generally heavier, thicker and more durable
than residential locks. 17/ These differences in physical
characteristics produce differences in performance. Commercial
locks often provide greater security because they are sturdier
and can sustain many more rotations of the knob than a standard
residential lock. 18/

Although all.locks, whether commercial or residential,
perform fundamentally the same end use (i.e. théy lock or latch ¢
door), the end uses of commercial and residential locks typically
differ because they are used in different structures. 1In
addition, certain locks perform functions that are almost
exclusively used in the commercial market, e.g., classroom locks,
store room locks, and hotel guest room locks. 19/

The differences in physical characteristics between

Petition at 5-8.
Id. at 5-6; Report to the Commission (Report) at A-5, A-6.

Report at A-6; Ad Hoc Post-Conference Brief at 5-6.

k& k

Ad Hoc Post-Conference Brief at 9.
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residential and commercial locks limit the interchangeability of
the two products. Residential locks often do not satisfy the
security requirements of commercial users or the specifications
of architects for commercial buildings. Similarly, many
commercial locks are too large to fit into the standard
prefabricated residential door. 20/

The production processes of residential and commercial
manufacturers differ. Residential locks are mass produced
whereas commercial locks are not. 21/ Although some equipment
can be used for the production of components for both kinds of
locks, héavier presses and different tooling often are used for
production of commercial locks. 22/

With respect to maﬁufactufing facilities, most domestic
manufacturers only produce one of the two kinds of locks.
Manufacturers who produce both kinds of locks often separate
their commercial and residential door lock production

facilities. 23/

I1d.
Ad Hoc Post-Conference Brief at 7; Report at A-7, A-1l1.

Tr. at 83.

EBER

Tr. at 81-83.
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Tﬁere are also significaht differences in price between
commercial and residential locks. 24/ 25/

2. All residential locks are the same like product.

Different locks perform different functions, e.g. passage,
privacy, entrance. Althouéh these differenceé limit the
interchangeability of different locks, 26/ we find that all
residential locks ére part of the same like product. 27/ The
parties have not argued for a determination that there are

separate like products and the record does not provide evidence

24/ Report at A-8 (Average unit values of domestic shipments of
‘commercial/other door locks are more than three times the
average unit values of residential locks.)

25/ There is very little information in the record concerning
the channels of distribution of commercial locks and customer
perceptions. Because none of the parties argued that commercial
locks are like the imported residential locks, information
regarding this issue is limited and the Commission's like product
determination is necessarily tentative.

26/ Report at A-57, A-63/A-68.

27/ This conclusion is consistent with other Commission
determinations. See e.qg., Top-of-the-Stove Stainless Steel
Cooking Ware From Korea and Taiwan, Inv. Nos. 731-TA-304-305
(Final), USITC Pub. No. 1936 (Jan. 1987) or Porcelain-on-Steel
Cooking Ware From Mexico, The People's Republic of China, and
Taiwan, Inv. Nos. 731-TA-297-299 (Final), USITC Pub. No. 1911
(Nov. 1986); Certain Scissors and Shears From Brazil, Inv. No.
104-TAA-19, USITC Pub. No. 1456 (Dec. 1983) (rejecting argument
that each type of scissors and shears should be a separate like
product because it has distinct characteristics and special
uses):; Thermostatically Controlled Appliance Plugs and Internal
Probe Thermostats Therefor From Canada, Japan, Malaysia, and
Japan, Inv. Nos. 731-TA-400 and 402-404 (Final), USITC Pub. No.
2152 at 6-7 (Jan. 1989) ("[I]nterchangeability, however, is only
one of the criteria for making a like product determination and
no single criterion is determinative.") See also Ascoflores,
693 F. Supp. at 1168 ("If one has to choose a single basis upon
which to make a like product determination, consumer preference
would seem to be a poor choice.")
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permitting the Commission to draw clear dividing lines among
locks based on the functions they serve. 1In light of the
admonition that the Commission should avoid like product
determinations that differentiate between products on the basis
of "minor" variations, we believe that the record does not
support a division of the like product by function. 28/

Therefore, for purposes of this preliminary investigation,
we define the like product as residential door locks and the
- domestic industry as the U.S. producers of residential door

locks.

Condition of the Domestic Industry

In analyzing the condition of the domestic industry, we
consider, among other factors, apparent domestic consumption,
U.S. production, capacity and capacity utilization, shipments,
market share, inventories, employment, financial performance, and
existing development and production efforts, within the context
of both the business cycle and the conditions of competition that
are distinctive to the domestic industry.rgg/ _"Materiai injury"®
is defined in section 771(7) (A) of the Tariff Act of 1930, as
amended, as "harm which is not inconsequential, immaterial or

unimportant." 30/

28/ See S. Rep. No. 249, 96th Cong., 1lst Sess. 90-91 (1979).
29/ See, Shock Absorbers and Parts, Components, and
Subassemblies Thereof from Brazil, Inv. No. 731-TA-421,
(Preliminary), USITC Pub. No. 2128 (Sept. 1988) at 18.

30/ 19 U.S.C. 1677(7) (A)
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Apparent domestic consumption of residential door locks
remained relatively stable during the period of investigation i
terms of volume, and rose slightly in value from 1986 to 1988;
apparent consumption by volume and value fell slightly in the
interim (Jan.-March) 1989, as compared to interim 1988. 31/

U.S. shipments and production declined overall in both
volume and value terms, from 1986 to 1988; U.S. shipments and
production fell even further in the interim period. 32/ These
declines, 33/ which occurred during a period of relatively stable
" domestic consumption, reduced the domestic industry's share of
aﬁparent'consumption, which fell from 74.5% in 1986 to 68.7% in
1988, The domestic industry's market share further deteriorated
during the interim peridd, declining from 68.1% in interim 1988
to 66.4% in interim 1989. 34/

The reduction in U.S. production and U.S. shipments is alsQm
reflected in declines in capacity utilization. Productive
capacity also generally declined from 1986 to 1988. 35/ Some of
the shrinkage in productive capacity can be explained by the

recent closing of certain domestic facilities; this has

31/ Report, Table 3.

32/ Id., Tables 7 & 8.

33/ There were a number of acquisitions, expansions and
contractions in this industry over the period of investigation.
The net change in this industry has been a contraction.

34/ Calculated from Table 3 of the Report.

35/ Report, Table 7 (A-18).
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contributed to increased capacity utilization in the interim
period. The contraction of the U.S. industry has also affected
total employment and hours worked. Employment declined by over:
23% from 1986 to March 1989. 36/ Total hours worked declined by
over 13% from 1986 to 1988; hours worked also declined by over
17% in the interim period. 37/ Additionally, total compensation
paid declined over the period of investigation. 38/ However,
both total hourly compensation and productivity rose from 1986 to
1988 and during the interim period.

The financial performance of the domestic industry is
miﬁed. 39/ U.S. net sales fell by slightly more than 1% from
1986 to 1988 but then dropped'by 6% in the interim period.
Operating income margine have been fairly stable and strong, at
around 13.7 percent of net sales from 1986 to 1988, but declined
slightly during the interim period. Operating losses were not
reported by any of the seven reporting firms during the period of
investigation except during the 1989 interim period.

The value of fixed assets generally declined from 1986 to

36/ Although respondents argue that the Commission should
discount the declines in employment because of concurrent
increases in productivity, we note that the percentage decllne
in employment exceeded the percentage increase in productivity.
See Report, Table 10 (A-23) (reporting an overall decline in
employment of 14.6 percent from 1986 to 1988); Report, Table 10
(A-23) (reporting an increase in productivity from 6.8 units per
hour in 1986 to 7.3 units per hour in 1988 -- a 7.4 percent
increase).

37/ Id., Table 10
38/ Id., Table 10

39/ 1Id., Table 12
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1988 and also during the interim period, reflecting the
contraction in the industry. However, total assets 40/ rose
during the same period, reflecting the industry's financial
position. Capital expenditures rose slightly from 1986 to 1988
and then jumped in the interim period; the levels of capital
expenditures also suggests that firms were replacing aging assets
but not making much new investment except during the 1989 interim
period. 41/ Research and development expenditures remained
relatively stable over the period of investigation. 42/ =
o Déépife”itsVéﬁéi£i§;7financial position during a period of
stable consumption, the U.S. industry's loss of market share and
attendant declines in U.S. production, shipments, and employment
leads us to conclude that there is a reasonable indication that
the U.S. residential door lock industry has been materially
injured during the period of investigation.
Reasonable Indication of Material Injury by Reason of LTFV
Imports

To assess the relationship between any material injury to
the domestic industry and the imports under investigation, we
consider import volume, the effect of imports on domestic prices,

and the impact of imports on the U.S. operations of domestic

40/ Defined as the book value of fixed assets plus current and
noncurrent assets. Id., Table 17 (A-34).

41/ Id., Table 18

42/ Id., Table 19
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producers. 43/ No one factor is determinative, 44/ and the
Commission is entitled to consider other economic factors
relevant to its analysis, so long as such factors are identified
and their relevance is fully explained. 45/ The Commission may
take into account information concerning other causes of harm to
.the domestic industry, but is not to weigh causes. 46/ The

imports need only be a cause of material injury. 47/

43/ 19 U.S.C. 1677(7) (B), as amended by section 1328(1) of the
recently enacted Omnibus trade and Competitiveness Act of 1988
(the "1988 Trade Act"), P.L. 100-148, 102 Stat. 1107, Codified in
19 U.S.C.A. 1677(7) (B) (West Supp. 1989). Section 771(7)(C) of
the Tariff Act of 1930, as amended by section 1328(2) of the 1988
Trade Act, provides detailed guidance with respect to evaluation
by the Commission of import volumes, domestic price effects, and
the impact of imports on the domestic industry. 19 U.S.C.A.
1677(7) (C) (West Supp. 1989).

44/ 19 U.S.C. 1677(7)(E) (ii) ("The presence or absence of any
factor. . . shall not necessarily give decisive guidance with
respect to the determination by the Commission of material
injury."), cited in Atlantic Sugar, Ltd. v. United States, 2 CIT
18, 519 F. Supp. 916, 922 (1981).

45/ See 19 U.S.C.A. 1677(7) (B) (West Supp. 1989).

46/ "Current law does not...contemplate that the effects from
the subsidized [or LTFV] imports be weighed against the effects
associated with other factors (e.g., the volume and prices of
nonsubsidized [LTFV) imports, contraction in demand or changes in
patterns of consumption, trade restrictive practices of and
competition between the foreign and domestic producers,
developments in technology, and the export performance and
productivity of the domestic industry) which may be contributing
to overall injury to an industry." S. Rep. No. 249, 96th Cong.
1lst Sess. 57, 74 (1979).

47/ See e.g., IMI-La Mettali Industrialle, S.p.A., v. United
States, 13 CIT , Slip op. 89-46 (April 11, 1989) at 31, citing
British Steel Corp. v. United States, 8 CIT 86, 593 F. Supp. 405,
413 (1984); Hercules Inc. v. United States, 11 CIT __, 673 F.
Supp. 454, 481 (1987); See also Maine Potato Council v. United
States, 9 CIT 293, 613 F. Supp. 1237, 1244 (1985) (The Commission
(continued...)
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The volume of imports of residential door locks from Taiwan
as a share of U.S. consumption, rose slightly from 16.9% in 1986
to 17.7% in 1987 and then fell to 17.3% in 1988; it then declined
to 16.7% in interim 1989 from 18.8% in interim 1988. 48/ The
value of imports from Taiwan as a share of domestic consumption
showed similar trends, ranging from 9.4 to 10.7%. For purposes
of this preliminary determination, we find that there is a
reasonable indication that the volume and value of residential
door locks imported from Taiwan is significant. 49/

Imported door locks from Taiwan appear to be consistently
underseliing U.S. door locks. The available data show that in
the three major markets for door locks, imports undersold
domestically produced pfoducts in 155 of 156 price comparisons by
margins ranging from 3 to 59%. 50/ Whilg we recognize that door
lock products range from low-end standard door locks to deluxe
high-end models 51/, the available price comparisons of U.S. anda

import door lock products from Taiwan indicate a pattern of

47/ (...continued)

must reach an affirmative determination if it finds that imports
are more than a "de minimis" cause of injury); Citrosuco
Paulista, S.A. v. United States, 12 CIT __, 704 F. Supp. 1075,
1101 (1988).

48/ We note that the parties differ as to the appropriate
source of import statistics. This issue will be examined
further in any final investigation.

49/ We note, however, that an increase in fairly traded imports
has accounted for most of the loss of market share by the U.S.
industry.

50/ Report at A-56 to A-60

51/ Id. at A-43.
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underselling 52/ which may well affect U.S. suppliers' ability to
. make sales, maintain or raise prices, or continue the production
of products at profitable levels.

Data gathered in this preliminary investigation appear to
confirm petitioner's allegations of lost sales and lost revenues
due to allegedly LTFV imports from Taiwan. 53/ U.S. producer
questionnaire responses also tend to support petitioner's
contention that U.S. firms were unable to pass on cost increases

through further price increases, 54/ were forced to relocate

52/ There appear to be differences among the parties about the
substitutability of door locks among different levels of door
'lock products. The Petitioner on page 23 of its post-conference
brief states that "Although LTFV imports from Taiwan have most
directly affected the low end of the replacement market, price
pressures have reached upward to even the high end of the
replacement market. . . . Taiwan's products are copies of U.S.
products (Tr. at 17-18). By selling comparable products in the
eyes of the consumer, but at much lower prices, Taiwan imports
have affected the American consumers' perceived price-to-value
ratio over the full spectrum of residential locks (Tr.at 60)."

Respondent Home Depot in its post-conference brief at page 10
interpreted Petitioner's testimony to indicate that door locks do
compete but at different levels. Respondent Home Depot then
asserts that "Taiwanese products have been described as competing
only at the low end of the market. Within the level on which the
low-end locks compete, it appears that the Taiwanese product is
priced competitively with the domestic product."

In any final investigation, we plan to further examine the

substitutability of the like product with the subject imports.
We would also gather further information on "pricing points" to
ensure that any price comparisons are based on products that are
substitutable.

53/ Report at A-61l.

54/ Average f.o.b sales prices of domestic door locks generally

stayed stable with some slight increases for some products over

the period of investigation. Prices of Taiwanese door lock

imports generally rose but still maintained large margins of

underselling. Report at A-46 to A-61l.

We note that petitioner has submitted some evidence of price
(continued...)
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their production facilities within the U.S. to lower labor cost
areas or to offshore sites in order to reduce labor costs, wer
unable to continue capital expenditures or investments previous
levels, or have had to drop product lines due to the impact of
the low priced residential lock imports from Taiwan. 55/ These
assertions by U.S. producers appear to be supported, in part, by
information showing declines in U.S production, U.S. shipments,
and employment, as detailed earlier in our discussion of the

condition of the domestic industry. 56/ 57/ Faced with rising

54/ (...continued)

suppression. Petitioner submitted evidence establishing that the
price of raw materials for locks has risen substantially during
-.the period of investigation and that other products using the
same raw materials have been able to pass through these increases
in raw material prices more effectively than the domestic
residential lock producers. (Tr. 42-43) In any final
investigation, we would further investigate allegations of price
suppression.

55/ Report at Appendix C; See also tr. at 74.

56/ Respondents have argued that these declines are explained
by decisions of domestic producers to move their production
facilities offshore, inefficiencies of the domestic companies,
slackened housing starts and increases in productivity by
domestic manufacturers. See e.g., The Home Depot Post-Hearing
Brief at 13-21. Post-Conference Brief of Tong Lung Metal
Industry Co., Taiwan Fu Hsing Industry Co., and Posse Lock
Manufacturing Co. These arguments are supported in part by the
record but do not preclude an affirmative determination.

57/ Some U.S. firms shifted their operations offshore in an
effort to adjust to changes in the industry.

With respect to offshore production, Congress has expressly
instructed the Commission to examine only production in the
United States. (Section 771(7) of the Tariff Act of 1930, as
amended by section 1328 of the 1988 Trade Act, H.R. 4848, Pub. L.
100-418, 102 Stat. 1107, 1205.) Therefore, we have not included
within our analysis the offshore production of U.S. companies.

In addition, the Commission may not disregard these adverse
trends simply because those trends may have been caused in part
(continued...)
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costs and unable to sufficiently raise the prices of their
Aomestically produced door locks due to underselling by allegedly
LTFV imports from Taiwan, it appears that some U.S. producers
elected to move offshore in an effort to maintain their profits
oy reducing their labor costs.

Given the significant volume of subject imports in the U.S.
narket, evidence of consistent underselling by importers of door
lock products from Taiwan, confirmed allegations of lost sales
and revenues, and the shift of some U.S. firms offshore, there is
a reasonable indication that LTFV imports from Taiwan are a cause

>f material injury to the U.S. door lock industry.

57/ (...continued)

by factors other than the subject imports. As noted above, the
Ccommission is not to weigh causes of injury in determining
whether there is a reasonable indication that the allegedly LTFV
imports are a cause of material injury.
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Dissenting Views of Commissioner Eckes and Commissioner Rohr

Based on the record in this preliminary investigation, we
find that there is no reasonable indication of material
injury to the domestic industry by reason of alleged LTFV
imports of residential door 1locks. Unlike our fellow
Commissioners, we conclude that the condition of the domestic
industry producing residential door locks does not warrant
the continuation of this investigation.

The framework for our decision in preliminary
inveétigations is provided by the statute, as applied by the
Commission in past investigations and interpreted by the
courts reviewing Commission negative ©preliminary

determinations. In_‘American Lamb_ Vv. United States,1 the

Federal Circuit stated that: fi) the purpose of preliminary
determinations is to avoid the cost and disruption to tradev
caused by unnecessary investigations, - (ii) the "reasonable
indication" standard requires mofe than a finding that there
is a "possibility" of such injury, and (iii) the Commission
may weigh the evidence before it to determine whether " (1)
the record as a whole contains clear and convincing evidence
that there is no material injury or threat of material injury

and (2) no 1likelihood exists that contrary evidence will

1 American Lamb Co. v. United States, 785 F.2d. 994, (Fed.
Cir. 1986) :
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arise in a final investigation." 2

The record of this investigation points to one conclusion?
fhat there is no evidence of a reasonable indication that the
domestic residential door lock industry is suffering present
material injury. Further, in view of the strong performance
of this industry, we find there is no reasonable indication
that imports threaten the industry. - Because we find no
reasonable indication that the domestic industry is
materially injured, we have not analyzed whether, assuming -
.arguendo a reasonable indication that the industry were
materiélly injured, such injury is by reason of the subject
imports. 3
The record in this preliminary investigation is unusually

complete. In particular, the record concerning the condition

of the industry, which 1is the principal basis for our,

2 Commissioner Eckes refers to his separate views in "Shock
Absorbers and Parts, Components, and Subassemblies Thereof from
Brazil" Inv. No. 731-TA-421 (Preliminary) USITC Pub. 2128 (Sept.
1988) in which he addresses his concerns on the appropriate
standard for preliminary determinations. Based on the best
available information, he finds in this investigation there is
clear and convincing evidence of no reasonable indication of
material injury or a threat of material injury and no likelihood
of contrary evidence in a final investigation.

3 There appear to be a number of unanswered questions
concerning the causal link between imports and the condition
of the industry. Nonetheless, the absence of material
injury, about which there is no question, requires a negative
determination. National Association of Mirror Manufacturers
v. United States, 696 F. Supp. 642 (CIT 1988) [Mirrors]. See
also Digital Readout Systems and Subassemblies Therefor from
.Japan, Inv. No. 731-TA-390 (Preliminary), USITC Pub. 2081
(May 1988), Dissenting Views of Commissioners Eckes, Lodwick
and Rohr at 33.
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determination, covers the performance of virtually every
domestic producer of residential door locks. Likewise, there
is godd coverage of data on imports and import trends, prices
and other factors relevant to our consideration of threat of
material injury. Because of the complete nature of this
record, we find there is no likelihood of contrary evidence

being developed in any final investigation.

Like Product and Domes;ic Industry

To determine whether a "reasonable indication of material
injury or threat" exists, we must first determine the
appropriate "like préduct" and the "domestic industry" at
issue in this investigation. The term "like product" is
defined by statute as "a product which is like, or in the
absence of 1like, most similar in characteristics and uses
with, the article subject to investigation. . . ." 4 Like
product determinations are essentially factual and are based
on the record, including the arguments of the parties, in
each investigation. e |

In this investigation, the petitioner has alleged that
residential door locks are the appropriate like product and
that commercial locks are not "like" the residential locks.
Respondents in this investigation did not dispute

petitioner’s like product position. Our review of the record

4 19 U.S.C. 1677(10).
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supports petitioner’s like product allegations. Therefore,
for purposes of this inveétigation, we have found the 1like
product to be residential door locks, and the domestic

industry to consist of the producers of such locks.

Condition of the Domestic Industry

In determining the condition of the industry we considered

those factors set forth in the statute, as amended by section -

1328 of the Omnibus Trade and Competitiveness Act of 1988:
domestic production and consumption, capacity and capacity
utilization, shipments, inventories, employment, wages,
financial performance and existing deveiopment and production
efforts within the context of the business cycle and
conditions of competition that are distinctive to the
domestic industry. ° Further the Commission may only
consider the impact of imports on the domestic industry’s
production operations within the United States. ©

In making our determination in this preliminary
investigationiwe looked to the best  source of Congressional
intent--the statute~--for guidance in our assessment of the
condition of this industry. In particular, we assessed the

condition of the domestic industry which is defined by law as

5 19 U.S.C. 1677(7)(C) (iii), as_amended.

6 19 U.S.C. 1677(7), as_amended.
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"the domestic producers as a whole of the 1like product."
[emphasis added]. ’/ The Court of International Trade in

Copperweld found that this language manifests that Congress

intended the Commission to determine whether:

the domestic industry (as a whole) has
experienced material injury due to the
imports. This language defies the
suggestion that the (Commission] must
make a disaggregated analysis of material
injury. Furthermore, it appears that if
Congress had intended that -the
[Commission] analyze injury on a
disaggregated basis, Congress would have
made this intention explicit, as it did
for example in. regard to regional
industries.

Therefore, in accordance with the statute and judiciél
guidance, our analysis is based on the condition of the
entire domestic industry.

From the information that was collected during this
investigation, 2 the residential door lock industry is highly
competitive and has been proceeding through a stage of
rationalization. Acquisitions, expansion, and contractions
affected some producers during the period of investigation.
Thus, as individual companies pursué various scenarios of

acquiring and/or relocating productive resources both within

7 19 U.S.C. 1677 (4).

8 Mirrors, citing Copperweld Corp. v. United
States, 682 F. Supp. 552 (1988).

9 The information discussed in these views is from the
Commission report unless otherwise indicated.
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and outside the United States, it 1is not unexpected to find
some incidental decline in performance trends during the
period. - Despite these conditions, most performance
indicators for the industry have remained relatively static.
Data on the industry’s profitability and return on assets and
other financial indicators are resoundingly favorable and
further demonstrate that there is no reasonable indication
that the industry as a whole is suffering material injury.

Apparent consumption of residential door locks remained
fhigh during the period of investigation. The quantity of
fesideﬁtial door locks consumed increased by 4.5 percent from
1986 to 1987, returning in 1988 to just below 1986 levels.
Total apparent cohsuﬁption of these locks by value increased
steadily over the three-year period, growing by nearly 4
percent.

As might be expected in a period of rationalizatipn,
domestic capacity to produce residential door locké decreased
by 5.5 percent from. 1986 to 1988. U.S. production of
residential door locks declined from 49.9 million units in
1986 to 45.6 million units in 1988, an 8.6 percent drop.
Capacity utilization data are mixed, fluctuating from 73.4
percent in 1986 to 70.4 percent in 1988.

While the quantity of U.S. shipments declined 8.3 percent
between 1986 and 1988, the value of U.S. shipments declined
by only 3.9 percent in the same period. Average unit values

for U.S. shipments increased 1in every year of the
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investigation, with 1988 values 5 percent above 1986. End-
of-period inventories showed significant declines, offsetting
some df the declines in production. Inventories dropped by
16.8 percent during the period of investigation, and
decreased as a share of U.S. shipments, from 4.1 percent in
1986 to 3.7 percent in 1988.

Employment of production and related workers producing
résidential door locks declined by 14.6 percent from 1986 to-
1988. Hours worked and total wages paid to production
~workers also experienced an overall decline throughout the
period; However, hourly wages rose- by almost 9 percent and
productivity increased by 7.4 percent, from 6.8 to 7.3 units
per hour. |

The financial indicators dispel any possibility that these
performance data provide a reasonable indication of material
injury. None of the firms producing residential door locks
experienced an operating loss between 1986 and 1988. Two
firms accounting for a relatively small share of production
did show such losses in the first quarter of 1989, but these
interim‘results do not warrant much significance in the face
4of three years of exceptionally strong financial performanée
by the entire industry. While net sales fell by 1.3 percent
through the period, gross profits continued to gfow steadily.
Operating income fluctuated slightly in each of the three
years, with 1988 figures virtually the same as 1986. And,

not only were operating margins in double-digits for every
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year covered by this investigation, but they showed slight
increases. The most recent-year shows an aggregate operating
margin of 13.8 percent for this industry.

In addition to this 'high, sustained profitability, other
financial data are favorable as well. The return on fixed
assets for this industry is substantial, growing from 55
percent in 1986 to 57 percent in 1988. Capital expenditures
increased by 10.6 percent overall during these years. During

the first quarter of 1989 the industry increased its capital
expenditures by 84 percent over the same period of 1988.
Research and development expenses remained constant for every
year of the investigation.

While we recognize the variation in profitabiiity among
various producers, we are constrained to base our findings on
the condition of the domestic industry as a whole. For this
industry, despite some signs of marginal performance declines
for some indicators, the considerable “and ' consistent
profitability even during a period of acquisitions, expansion
and contractions warrants a finding of no reasonable

indication of material injury.

No Reasonable Indication of Threat of Material Injury

In examining whether there is.a reasonable indication that
the domestic industry is threatened with material injury by

reason of allegedly LTFV imports, we are directed by the
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statute to consider, among other factors, any exfsting
- foreign capacity, increases in imports to the United States,
any rapid incréase in U.S. market penetration, the likelihood
that such penetration will increase to any injurious level,
the probability‘that imports will enter the United States at
prices that will have a depressing or suppressing effect'on
domestic pricés, any substantial increase in inventories in
the United States, and the potential for product shifting.l0
‘In addition, the Commission must base a finding of reasonable
indication of threat of material injury on "evidence that the
threat of material injury is real and that actual injury is
“imminent," and not on a "mere conjecture." 11

As reported by the three major Taiwanese producers,
- capacity and production increased from 1986 to 1987, then
decreased from 1987 to 1988, to levels moderateiy higher than
in 1986. Capacity utilization rates during the period were
essentially unchanged. While the share of production being
exported increased slightly dufing the period, export levels

to the U.S. in 1988 were the same as in 1986. As a share of

" total exports, exports directed  to the U.S. dropped

10 19 U.S.Cc. 1677(F) (7). We also note that the most recent
statutory changes added additional considerations involving
agricultural imports and effects on domestic industry efforts
to develop more advanced products which we do not find
relevant to this investigation. 19 U.S.C.. 1677 (7)(F) (i) (ix)
and (x), as amended. Nor do we find that the record in this
investigation indicates a threat based on dumping in markets
of other countries. 19 U.S.C. 1677 (7) (F) (iii).

11 39 uU.s.c. 1677(7)(F) (i) and (ii).
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considerably during the period. Exports to other markets
continue to be of growing significance to Taiwan producers.
While it is possible for Taiwanese producers to shift exports
to the U.S. from other markets, there is nothing in the
record to suggest that this will occur imminently in such
magnitude as to cause material injury.

Import data show that in terms of quantity, the volume of
imports in 1988 from Taiwan was essentially the same as. in
1986, after increasing slightly in 1987. As a share of
”apparént U.S. consumption, imports from Taiwan are basically
the same during the period, increasing from a 16.9 percent
share in 1986 to a 17.7 percent share in 1987, then declining
to a 17.3 percent share in 1988. Interim 1989 data show a
further decline in share to 16.7 percent. Similar trends
emerge when imports are measured as a share of the total
value of apparent U.S. consumption of residential door locks.
In short, there have been virtually no increases in imports
to the United States, nor any rapid increase in U.S. market
penetration.

Given the condition of the domestic industry and the
information on Taiwan producers’ production, capacity,
capacity utilization, and past export trends, there is no
indication of any likelihood that the penetration of Taiwan
imports will increase to an injurious level. While price
data gathered in this investigation show underselling by the

Taiwan product, there is no indication of imports entering at
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prices and in volumes sufficient to provide an indication of
threat of material injury-to this industry. We would note
that for five of the eight product domestic price series
devéloped in the report, first quarter 1989 prices were
higher than during the same quarter in 1986. Many of these
product series demonstrated consistent price increaées
throughout the period covered.

Although inventories of residential door locks from Taiwan
held in the U.S. foughly' doubled from 1986 to 1988, such
inventories as a share of imports dropped from 22.7 percent
in 1986 to 13.8 percent in 1987, before increasing to 19.7
percent in 1988, still below 1986 levels.

In summary, our analysis of the statutory criteria
provides no reasonable indication that the threat of material
- injury to this industry is real and that actual injufy is

imminent.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On April 24, 1989, a petition was filed with the U.S. International
Trade Commission (Commission) and the U.S. Department of Commerce (Commerce)
by the Ad Hoc Committee of Door Lock Manufacturers. The petitioner alleges
that an industry in the United States is materially injured, or threatened
with material injury, by reason of imports from Taiwan of certain residential
door locks that are being sold at less than fair value (LTFV).! Accordingly,
effective April 24, 1989, the Commission instituted investigation No.
731-TA-433 (Preliminary) under section 733 of the Tariff Act of 1930 (19
U.S.C § 1673b(a)) to determine whether there is a reasonable indication that
an industry in the United States is materially injured or threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of imports of such merchandise into the United
States.

The statute directs the Commission to make its preliminary determination
within 45 days after receipt of the petition or, in this case, by June 8,
1989. Notice of the institution of this investigation and of a conference 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 May 2, 1989
(54 F.R. 18707). Commerce published its notice of initiation in the Federal
Register of May 22, 1989 (54 F.R. 21999).2 The Commission held a public
conference on May 15, 1989, at which time all interested parties were allowed
to present information and data for consideration by the Commission.?® The
Commission voted on this investigation on June 6, 1989,

! For purposes of this investigation, the term “certain residential door
locks” includes three categories of residential door locks: (1) tubular.or
cylindrical knob-type locksets with spring latches or dead latches, whether
face-plated or drive-in type, including those with sectional handles; (2) dead
locks, whether face-plated or drive-in type; and (3) lever-type locksets,
whether face-plated or drive-in type, provided for in subheading 8301.40.60 of
the Harmonized Tariff Schedule of the United States (HTS) and statistical
reporting number 8301.40.6060 (previously reported under item 646.9210 of the
Tariff Schedules of the -United States Annotated (TSUSA)). The petitioning Ad
Hoc Committee of Door Lock Manufacturers includes the following firms: Dexter
Lock, Kwikset Corp., National Lock Corp., Schlage Lock Co., Weiser Lock, and
Weslock Corp.

2 Copies of the Commission’s and Commerce’s Federal Register notices are
presented in app. A.

3 A list of witnesses who appeared at the conference is presented in app. B.
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The Product

Description and uses

Residential door locks' are cylindrical or tubular knob- or lever-
operated locksets with spring or dead latches and deadlocks, which are used on
residential doors:.*

Cylindrical and tubular locksets each have cylinders into which a key is
inserted. Each cylinder contains a cylinder plug (the tubular section of the
cylinder that rotates within the cylinder body when the correct key is
inserted and turned) and a cylinder body with a tumbler mechariism. The
tumbler mechanism is composed of springs and pins of various lengths, which
fit into holes in the plug; the key aligns the pins in the plug to permit
rotation and actuation of the lock. The section of the lockset that surrounds
and retains the plug and cylinder body is the cylinder housing. Tubular
-locksets have a cylinder plug located in the latching mechanism of the ™
lockset, whereas cylindrical locks have a cylinder plug located in the turning
mechanism, :

Lever-type locksets have the same characteristics and components as
knob-type locksets; however, their turn unit is a lever rather than a knob.

The lock or latch may be a spring latch or a dead latch. A spring latch
is a lock component with a beveled end that projects from the edge of the door
in an extended position but which may be forced back into the lock case by end
pressure or by the action of the lock mechanism. When the door is closed, the
spring latch projects into a hole in a strike plate installed in a door frmw
A dead latch is a spring-activated latch with a beveled end that also
incorporates a plunger which, when depressed, automatically locks the
projected latch against return by end pressure.

Bored locksets (both cylindrical and tubular), which are installed in
round bored openings in the edge and side of doors, are face-plated. The hole
in the edge of the door accommodates the latch or lock housing assembly (the
metal that surrounds the latch or lock). The hole is covered by a rectangular
strip of metal through which the latch or lock projects; the strip is called
the latch-face or face-plate. For bored (face-plated) locks, the frame of the
door is sometimes fitted with a strike box, which houses the extended latch or
lock. The latch or lock projects through the strike into the frame, causing
the door to be locked.

Deadlocks may be bored locks (which can be face-plated) or may be a
drive-in type. The deadbolt is activated by a key or a thumbturn, rather than
by a knob or lever (which projects and retracts the deadbolt). A deadbolt is
a lock component that has an end protruding from, or withdrawn into, the edge
of the door by the action of the lock mechanism. When the door is closed and

4 Door locks suitable for use with garage, overhead, or sliding doors are not
within the scope of this investigation (see 54 F.R. 21999 (May 22, 1989), at
app. A).
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‘the deadbolt projected, the bolt extends into a strike mounted in the door
frame, securing the door. Deadbolt locks provide a higher degree of security
than most other types of door locks,

All keyed door locks are capable of being master-keyed, a process that
allows two or more differently keyed locks to be opened by a common separate
key. Door locks can be master-keyed by adding a separate set of pins to those
within the lock cylinder. The individual key will align only the regular pins
to permit the cylinder to rotate, but the master key will align the secondary
pins in all of the locks in a partlcular system, which also enables the
cylinder to rotate.

Like product considerations

There are no distinct differences between cylindrical and tubular
residential door locks produced in the United States and those manufactured in
Taiwan, The principal characteristics, functions, and uses of locks produced
in these countries are essentially the same. Door locks manufactured in both
countries are generally substitutable, and in many instances the purchaser or
consumer is unaware of the country of origin. '

The petitioner has argued that residential door lock manufacturers
constitute the industry manufacturing the product most ”like” residential door
locks imported from Taiwan. Petitioner’s arguments in favor of excluding
commercial/other door locks from the “like” product analysis include a
discussion of the following areas of distinction between residential and
commerc1al/other door locks:?®

(1) dlfferences in phy51cal characteristics;

(2) differences in uses;

(3) differences in performance standards;

(4) differences is production processes;

(5) differences in channels of distribution; and
(6) differences in price.

Locks used on residential doors are generally dlstlngulshable from those
used on commercial: or other doors by the smaller size of the face-plate and
the housing assembly, which are manufactured to fit the smaller doors usually
found in private residences. Residential locks generally have the following
physical characteristics:

(1) if a face-plate spring lock/latch, dead latch or dead-
bolt, the unit has (a) a face-plate size of 1 inch or less (plus a
tolerance of +1/16 inch) in width, regardless of length; or (b) an
outside diameter of the latch or deadbolt housing assembly of 7/8

.inch or less (plus a tolerance of +1/16 inch) in outside diameter;
or

° Postconference brief, May 17, 1989, pp. 5-11,
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(2) if a drive-in type spring/lock, dead latch or deadbolt,
the unit has a housing assembly (including the sleeve retaining
‘device) of 1 inch or less (plus a tolerance of +1/16 inch) in
outside diameter.

These characteristics were used in Commission questionnaires to differentiate
residential from commercial/other door locks. Commercial/other door locks,
which are generally used on wider and heavier doors, usually have face-plates
of 1-1/8 inches or more and housing assemblies of more than l-inch in
diameter. According to industry sources, there is some overlap in the
residential/commercial applications of locks with a l-inch face-plate. Locks
with a 1-inch face-plate may be used in some commercial applications, and
locks with a 1-1/8 inch face-plate may be installed in private residences.
Although there are no black-and-white distinctions based on physical
characteristics that will predict the end use of a given lock, the current
breakout appears relevant for most domestically produced and imported door

" locks. ’
Residential and commercial/other door locks can also be distinguished by
the size of the backset (the distance between the knob and the edge of the
"door). The backset for residential applications usually measures 2-3/8
inches, whereas a backset for other door locks usually measures 2-3/4 inches.

Residential door locks are typically used in the construction of new
one- and two-family dwellings, apartment buildings, condominiums, and mobile
and prefabricated homes, and in the replacement or retrofitting of existing
locks in these dwellings. The principal consumers of residential door locks
are do-it-yourself homeowners, residential building contractors, and manufac-
turers of mobile and prefabricated homes. Commercial/other door locks are
used primarily in schools, hospitals, hotels, office and government buildings,
and in the replacement or retrofitting of existing locks in these facilities.

In addition to differences in physical characteristics and uses, there
are performance distinctions between residential and commercial/other door
locks. For example, an important distinction involves the maximum cycles
‘(rotations of the knob) sustained by residential and commercial door locks.
Grade I locks (heavy-duty commercial door locks) have been tested to withstand
800,000 cycles; Grade II locks (light-commercial/residential door locks) have
been tested to withstand 400,000 cycles; and Grade III locks (residential door
‘locks) have been tested to withstand 200,000 cycles. These grades are
specified by the American National Standards Institute (ANSI). The overlap
between residential and commercial/other door locks appears to be in the Grade
IT area. Most locks produced by the commercial door lock producers are
" classified as Grade I, with a small percentage of Grade II locks produced.
Likewise, most locks manufactured by the residential door lock producers are
classified as Grade III, with a small percentage of Grade II locks produced.
Differences in performance/testing standards are usually not distinguishable
as external physical differences between residential and other door locks.

¢ Staff discussions with respondents to the Commission’s questionnaires and
Transcript of. Conference (TR), pp. 47-51.
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The production processes for manufacturing residential and commercial/
other door locks also differ, as the residential locks are produced for high-
volume sales, compared with the low-volume, highly specialized production
processes used to .produce commercial locks (e.g., heavier presses and’
different tooling to process heavier metals or components for electronic
locking devices).

According to the petitioner, there is a marked difference in channels of
distribution between the commercial and residential lock markets., Residential
locks are sold mainly to distributors carrying large volumes of standard
products and to mass merchandisers servicing individual home owner replacement
lock needs. Commercial locks are generally sold to building contractors
through a bid process, and such locks conform to architect specifications.
Responses to the Commission’s questionnaires indicate that both residential
and commercial producers sell primarily to unrelated distributors., This is
not inconsistent with the distinction between building contractors and
hardware dlstrlbutors, both of whom would be characterized as unrelated
dlstrlbutors.

F1na11y, the petitioner has alleged that there is a wide difference in
prices between residential and commercial locks, with commercial locksets
costing several times as much as residential locksets. Questlonnalre results
presented later in this report appear to support this distinction, as the
average unit values of domestic shipments of commercial/other door locks are
more than three times the average unit values of residential locks.

Figures 1 and 2 provide illustrations- of standard bored (cylindrical and
‘tubular) residential door locks. With the exception of the size of the face-
plate and the housing assembly, the illustrations also depict the
characteristics of most commercial door locks. There are a small number of
commercial locks that are electronic and that do not share these physical
characteristics, however, they only account for * * * percent of the quantitiy
of commerc1al/other door lock shlpments, and * * * percent of the value of
such shipments.’

Because there is some degree of overlap between physically similar locks
used in residential and commercial applications, the data collection and
analysis for this investigation includes separate trends for residential and
commercial/other door locks.

7 Figures derived from Commission questionnaire responses.



Figure 1

Illustration of cylindrical door lock
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Figure 2

Illustration of tubular door lock
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Manufacturing process

‘The principal raw materials used in the production of door locks are
zinc and copper, although weather and certain atmospheric conditions may
require the use of stainless steel or other metals. Because commercial door
locks are generally manufactured from heavier gauge material, the
manufacturing equipment is somewhat different from that used to produce
residential locks. However, the manufacturing process (which is capital-
intensive) for both types of locks generally consists of the following five
basic procedures: fabrication, cleaning, finishing, assembly, and packaging.,
In the manufacture of component parts (knobs, levers, keys, cylinders,
latches, deadbolts, strike-plates, and other parts), punch-presses
incorporating specially designed metal-forming dies are used to produce the
desired metal shape. ‘

Other parts of door locks are manufactured -by a variety of machines,
such as an injection molded plastic machine (which produces parts such-as
bearings, hubs, and cams), a spring-winding machine (which produces the part
that allows the knob to return to its standing position once the bolt or latch
is projected), and cold-heading machines (which produce screws by inserting
. steel wire between reciprocating dies).

After the parts are fabricated, they are cleaned by vapor degreasing and
washing equipment before they are plated and polished. During the assembly
process, the individual lock parts are generally positioned by an assembly
line of workers, although this process may be accomplished by using machines.
Semi-automated equipment is used to package the locks and place the package
onto a conveyor. The c¢onveyor advances the package to various work stations
where individuals complete the packaging operation. :

The manufacturing techniques used by lock producers in Taiwan are
similar to those used in the United States, with differences only in the
amount of automated equipment used. During certain operations (such as
inserting raw material into presses), producers in Taiwan generally rely upon
manpower rather than automated equipment, whereas producers in the United
States rely on machines to accomplish this phase of the operation.

U,S, tariff treatment

Residential and commercial door locks are provided for in subheading
8301.40.60 of the HTS,® a heading that includes door locks, locksets, and
other locks, both mechanical and electronic, suitable for use with interior or

8 The Harmonized Tariff Schedule of the United States replaced the previous
Tariff Schedules of the United States effective January 1989. Chs. 1 through
97 are based upon the internationally adopted Harmonized Commodity Description
and Coding System through the 6-digit level of product description, with
additional U.S. product subdivisions at the 8-digit level. Chs. 98 and 99
contain special U.S. classification provisions and temporary rate provisions,
respectively.
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exterior doors (except garage, overhead, or sliding doors). These products
were previously classified in TSUSA item 646.9210. The column l-general rate
of duty for this HTS subheading for imports from countries entitled to most-
favored-nation (MFN) status (including Taiwan) is 5.7 percent ad valorem. ?

The Nature and Extent of Alleged Sales at LTFV

In comparing United States prices with foreign market values (FMV), the
petitioner alleges that residential door locks from Taiwan are being sold in
the United States at LTFV margins on representative models ranging from 32 to
72 percent.!® These margins were calculated by examining four representative
models of locks and one representative deadbolt produced by Tong Lung, the
largest producer and exporter of residential door locks in Taiwan.
Petitioner’s estimates of United States prices are based on f.o.b. Taiwan
prices to wholesalers, exclusive of U.S. customs and brokerage fees, ocean
freight, and insurance. These prices were adjusted for credit expenses and
foreign inland freight. Petitioner’s estimates of FMV are based on gross
prices at the manufacturer’s facility in Taiwan to unrelated wholesalers,
exclusive of any taxes, duties, or freight. These prices were adjusted for
standard discounting and packing expenses.

The U.S. Market.

U.S. producers

During January 1986-March 1989, residential door locks were produced in
the United States by nine firms, as shown in table 1. Questionnaires were
mailed and responses received from all firms believed to have produced such
merchandise during the period of investigation.

9 The rates of duty in col. l-general of the HTS are MFN rates and, in
general, represent the final stage of the reductions granted in the Tokyo
Round of the Multilateral Trade Negotiations. Col. l-general duty rates are
applicable to imported products from all countries except those Communist
-countries and areas enumerated in general note 3(b) to the HTS, whose products
are dutied at the rates set forth in col. 2; the People’s Republic of China,
Hungary, Poland, and Yugoslavia are the only Communist countries eligible for
MFN treatment. Among articles dutiable at col..l general rates, particular
goods from enumerated countries may be eligible for reduced rates of duty or
for duty-free treatment under one or more preferential tariff programs. Such
tariff treatment is set forth in the special rates of duty subcolumn of

col., 1.

10 In its notice of initiation, Commerce recalculated the estimated dumping
margins to range from 28 to 67 percent, because certain adjustments to U.S.
prices and FMV were inadequately substantiated (credit expenses, foreign
inland freight, and export packing costs).



“A-10

Table 1 :
Door locks: U.S. producers, plant locations, estimated shares of reported domest

shipments of residential and other door locks, and position on petition, by firms
1988

Share of lock
shipments in 1988 Position
Plant. Residen- on
Firm location tial Other petition
Percent Percent

Residential lock producers:
Ad Hoc Committee members:

Dexter Lock COvevvevseeesess Auburn, AL kK k% * k%
Kwikset COrp.¢.ceseesssesss. Anaheim, CA *kk *hk * K %
National Lock Corp.....:i.... Sikeston, MO okl hkok * ok ok
Weiser Lock Co...evvs0vess... Huntington

Beach, CA *hk k% * % %
Weslock COrP.vsevsesssssses. Los Angeles, CA kkk kkk * k&

Non-Ad Hoc Committee members:

Harloc Products Corp........ West Haven, CT k% krk * koK

Other lock producers: o
Ad Hoc Committee members:

Schlage Lock Co.vveveessssss San Francisco, CA  *¥% Ak * k%
Non-Ad Hoc Committee members: .
Arrow Lock.,....seeeesseessss Brooklyn, NY L L * & %
Baldwin Hardware Corp....... Reading, PA . RE% *hk LA
Best Lock CO.v.vvvvevevsse.. Indianapolis, IN kkk kkk * % ok
Marks Hardware, Inc......... Hicksville, NY k% *x% * k %
Sargent Manufacturing Corp.. New Haven, CT kkk kkk * k%
Simplex Security Systems.... Collinsville, CT - *¥* : *k% * k&
Vingcard Systems, Inc....... Dallas, TX *k% * k% * k *
Yale Security, Inc.......... Charlotte, NC L2 Fhk * k%

-1/ Less than 0.5 percent.
2/ No production.

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

With the exception of three firms, * * *, the residential lock producers
either did not produce door locks other than residential door locks, or produced
only negligible amounts of such other door locks. * * #*,

Commercial/other door locks are believed to be produced by more than
25 firms in the United States. Only six firms in addition to the firms also
producing residential door locks responded to the ITC questionnaire. Responding
firms are estimated to acccount for over 60 percent of U.,S. domestic shipments
of commercial/other door locks during 1988.
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Both residential and commercial production facilities, which vary from
relatively small operations to large multiplant corporations, are concentrated"
in the Northeast, Midwest, and Western regions of the United States. Most
producers are nonintegrated companies that acquire raw material from domestic
and/or foreign sources. -

During January 1986-March 1989, several residential lock producers
established facilities in Mexico and Thailand, as shown in table 2. * * *,
Of the residential lock producers, only Harloc is foreign-owned (United
Kingdom), and of the commercial producers, only Yale and Simplex Security are
owned by firms. based .overseas (United Kingdom and Canada, respectively).

Table 2

Door locks: U.S. producers’ corporate ownership, foreign plant locations, value shares of reported imports
of residential door locks from all sources except Taiwan, and ratio of reported quantities of imports of
residential door locks to U.S. production, by firms, 1988

Corporate Foreign Share of 1988 Ratio of
ownership and plant . imports of resi- imports to
Firm nationality locations dential locks U.8. production
Residential lock producers:
Ad Hoc Committee members:
Dexter Lock Co.............. Masterlock Corp. (US) None Wi weivs
Kwikset Corp................ Black & Decker (US) None Hd dedrke
National Lock Corp........... Same (US) None ) s (2 )
Weisger Lock Co.............. Masco Corp. (US) Bangkok, Thailand fhdy dhd
Weslock COrpP.ccesececncesess J.P. Industries (US) Mexicali, Mexico ededs dedrde
Non-Ad Hoc Committee members:
Harloc Products Corp........ Newman-Tonks (UK) None fededr L1

Other lock producers:
Ad Hoc Committee members:

Schlage Lock Co............. Ingersoll Rand (US) Auchland, New Zealand
: Ontario, Canada

’ Tecate, Mexico eded L0
Non-Ad Hoc Committee members:
Arrow Lock....ccoevereeee... Same (US) None etk atek
Baldvin Hardware Corp....... Masco Corp. (US) None L) ) (T
Best Lock Co................, Best Universal Lock ’
Co. (US) None . e ey
Marks Hardware, Inc......... Same (US) None L2 L
S8argent Manufacturing Corp.. Essex Industries, :
Inc. (US) None ik frird
S8implex Security Systems.... Unicam Security Systems, .
Inc. (Canada) Quebec, Canad L Ll
Vingcard Systems, Inc....... Wartgila, Inc. (US) Helsinki, Finland i Ll
Yale Security, Inc.......... Yale Valor (UK) Midlands, UK
' Rome, Italy
Eskilstuna, Sweden ##% L]

1/ No imports.
2/ Less than 0.5 percent.
3/ No production.

Source: Compiled from information submitted in response to questionnaires of the U.S. International Trade
Commission. .
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There were a number of acquisitions, expansions, and contractions in the
residential lock industry during the investigation period.!! * * *,

U.S. importers

There are approximately 40 major importers of residential door locks
from Taiwan. These importers, which consist largely of mass merchandisers
* ¥ * and a wide variety of hardware wholesalers, cooperatives, and other
distributors, are located throughout the United States. In addition, a number
also * * * Of those 40 importers, 21 supplied usable questionnaire data in a
timely fashion. They accounted for about 39 percent of the total value of
imports of residential locks from Taiwan in 1988.1% U.S. companies producing
residential locks account for the vast majority of residential lock imports
from all sources except Taiwan (about 97 percent of the value of residential
locks from all other sources in 1988) .13

Apparent U,S, consumption

Data on apparent U.S. consumption of residential and other door locks
are presented in tables 3 and 4, respectively. Apparent U.S. consumption of
residential door locks fluctuated in terms of quantity during the
investigation period, increasing by 4.5 percent from 1986 to 1987, decreasing
by 4.9 percent from 1987 to 1988, and then declined by 3.0 percent from
interim 1988 to interim 1989. In terms of value, apparent U.S. consumption
rose steadily from 1986 to 1988, by 3.7 percent, but decreased by 5.5 percent
‘from January-March 1988 to January-March 1989,

Apparent U.S. consumption of other door locks in terms of quantity
increased steadily from 1986 to 1988, and declined slightly from interim 1988
to interim 1989. 1In terms of value, apparent U.S. consumption followed a
similar trend.

11 Information for this discussion was gathered from ITC questionnaire
responses.

12 Figure derived from ITC questionnaire data and from official statistics of
the U.S. Department of Commerce.

13 Figure derived from ITC questionnaire data and from official statistics of
the U.S. Department of Commerce. * * *,
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Table 3 A
’Residential door locks: Apparent U.S. consumption and ratios of imports to
consumption, 1986-88, January-March 1988, and January-March 1989

Apparent Ratio of imports to consumption--

Uu.s. For For all
Period consumption 1/ Taiwan -other sources Total

Quantity (1,000 units)

1986, ccvveenvnnn 65,355 -16.9 8.6 25.5
1987...... ceeees 68,308 17.7 14,9 - 32.6
1988....0000e e 64,949 17.3 13.9 - 31.3
Jan.-Mar,--
1988....00004. 17,627 18.8 13.1 31.9
1989...c00ceens 17,082 16,7 16,9 33.6
Value (1,000 dollars)
1986, .00 eeeneees 441,493 9.4 - 9.3 18.7
21987 e veeeeees 447,136 10.7 12.5 23.3
1988...000040000.. 458,006 10.2 14,5 24,7
Jan.-Mar.-- .
1988....00.0.. 123,630 10.4 14,2 24,5
1989....00000 116,818 9.9 15.2 25.1

1/ U.S. shipments plus imports. -
‘Note.--Because of rounding, numbers may not add to the totals shown.
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission and from official statistics of the U.S.
Department of Commerce. '
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Table 4 ‘
Other door locks: Apparent U.S. consumption.and ratios of imports to {
consumption, 1986-88, January-March 1988, and -January-March 1989

Apparent ' Ratio of imports to consumption--
- U.s. For For all
Period - consumptio Taiwan other sources 2/ Total

Quantity (1,000 units)

1986..00000..0.. 11’750 0 37.8 ‘ 37.8

1987 . civececonas 13,073 0 41.6 41.6
1988, 0cvviecens 14,095 0 45,1 45,1
Jan.-Mar.--

1988....0c0000s 3,642 0 43.3 43.3

1989......... 3,325 0 44,0 44,0

1986.....0000... 229,570 0 9.7 9.7
1987...... ceeese 253,524 0 10.7 10.7
1988....0vuune. 274,645 0 11.6 11.6

Jan.-Mar.-- )
1988.......... 72,010 0 10.9 10.9
10.8 10.8

1989..10...-.0 68,017 o

1/ U.S. shipments plus imports.
2/ There are no imports from Mexico, China, Korea, or Thailand.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trdde Commission and from official statistics of the U.S.
Department of Commerce.
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Apparent consumption of all locks, which fluctuated during the
investigation period, is presented in the following tabulation:

Ratio of imports to

. consumption
Period Apparent U,S. consumption for Taiwan
01986 (1,000 units)...... 77,105 . 14.3
1987 (1,000 units)...... 81,381 14.9
1988 (1,000 units)...... 79,044 14.3
Jan.-Mar.--
1988 (1,000 units).... 21,269 15.6
1989 (1,000 units).... 20,407 -14.0
1986 (1,000 dollars).... 671,063 6.2
1987 (1,000 dollars).... 700,660 6.8
1988 (1,000 dollars).... 732,651 6.4
Jan.-Mar.-~
1988 (1,000 dollars).. 195,640 6.6
6.3

1989 (1,000 dollars).. 184,835

Domestic _and imported product'g;xleé'and functions

As shown in table 5, the product style and function breakouts of both
domestic and imported residential door locks are similar. Taiwan imports are
slightly more concentrated in the cylinder and deadbolt styles, whereas the
U.S.-produced and other foreign-produced products have slightly more emphasis
on the lever style. According to function distinctions, the Taiwan product is
more concentrated in entrance/security functions, whereas the U.S.- and other
foreign-produced products have slightly more emphasis on interior functions
(privacy/passage) . : ‘
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Table 5
Residential door locks: U.S. producers’ domestic shipments and U.S. imports -
for consumption, by sources.and by styles and functions of locks, 1988

(In percent)

» All other sources

U.S. shipments Taiwan imports of imports

Product Quantity Value antity Value antity Valu
Style: :
Cylinder........... 72.6 68.8 74.7 74.5 74.9 71.2
Deadbolt........... 20.2 22.6 21.8 21.4 17.4 21.4
Lever..iiceeeeeenss 7.2 8.6 3.5 4.1 7.7 7.4
Function:
Entrance........... 38.0 41.0 43.5 48.0 34.1 43.3
Deadbolt........... -19.7 22.2 -20.9 -21.0 27.6 - 22.4
Privacy..eeeveeeee. 19.4 18.3 17.3 16.4 20.1 16.7
Passage....eeeeee.. 23.0 6

18.6 18.3 14.6 28.0 17.

. Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission and from official statistics of the U.S.
" Department of Commerce. o o

Channels of distribution

. The vast majority of 1988 domestic shipments of residential door locks
by U.S. producers were made to unrelated distributors, whereas the majority of
1988 shipments of residential door locks imported from Taiwan were made to
unrelated end users,'* as shown in table 6., Similar differences in producers’
and importers’ channels of distribution are evident concerning their shipments
of domestic and imported commercial/other door locks.

14 The term “end users” in the Commission questionnaire for this investigation
refers to retail outlets (e.g., individual stores in a chain of home centers).
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Table 6 . :
Door locks: Estimated U.S. shipments, by markets and by types of locks,
1988 1/

Distributors ' End users :
Item Related Unrelated Related Unrelated

Quantity (1,000 units)

Residential locks:

By producers.....eceevess kk% *x% Fkx. *xk

By importers...... seseens kkk *hk k% *kk
Other locks:

By producers....cceceeeees *kk ko kekk ke

By importers...c.eeceecses judadad kol fudall fukad

Percent of reported shipments 2/

Residential locks: -

By producers..... eesenss Kk% kK Kk kkk

By importers...... cesaan . *kk *hk ' Fekk ki
Other locks:

By producers....c.ceeevess kil *kk *kk wkk

"By importers....eceeccens o kk% kkk *kk kkk

1/ Data concerning U.S. producers’ imports are not available.

2/ Percent of 1988 shipments, by market destination, reported in response to
ITC questionnaires. The total of these shipments does not equal the total in
table 8 for 1988 U.S. shipments, because of internal discrepancies in
individual companies’ questionnaire responses.

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

Consideration of Alleged Material Injury
to an Industry in the United States

, The information in this section of the report is based on data received
from questionnaire responses to the Commission. Response data from
residential door lock producers represent 100 percent of 1988 domestic
‘shipments, and response data from commercial/other door lock producers
represent approximately 60 percent of 1988 shipments.

U.S., producers’ capacity, production, and capacity utilization

As presented in table 7, U.S. capacity to produce residential door locks
fluctuated during the investigation period, increasing very slightly between
1986 and 1987, decreasing moderately from 1987 to 1988, and decreasing
substantially from interim 1988 to interim 1989. The declines in capacity can
be attributed in part to an increasing reliance by U.S. producers on imports
and/or offshore production to meet the demand for residential door locks in
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Table 7 ,
Door locks: U.S. average-of-period capacity, production, and capacity
utilization, by products, 1986-88, January-March 1988, and January-March 1989

Jan.,-Mar,-—

Item ‘ 1986 1987 1988 1988 1986

Average-of-period capacity (1,000 units)

Residential door locks..... 64,311 64,925 60,785 16,222 13,525
Other door locks.....cevs.s 8,533 9,576 10,105 3,105 3,156
Total.......oovvnnen v 72,844 74,501 70,890 19,327 16,681

Production (1,000 units)

Residential door locks..... 49,862 46,486 45,549 12,344 11,394
Other door locks.......v... 7,372 7,751 _ 8,012 2,219 _1,982
Total....covvvvennennnn 57,234 54,237 53,561 14,563 13,376

Capacity utilization 1/ (percent)

Residential door locks..... - 73.4 67.5 70.4 71.4 79.5
Other door locks.....v0eces 86,1 80.7 79,0 71.4 62.8
Average......oo0uvtnons 74.9 69.2 71.7 71.4 76.4

1/ Capacity utilization rates are based on data for those firms that provided
figures for both capacity and production; therefore, ratios based on capacity
and production figures as presented may not reconcile,

Source: Compiled from data submitted in response to questlonnalres of the
U.S. International Trade Comm1551on

the United States. Production during the investigation period fell steadily
across all periods, and capacity utilization fluctuated during the period,
decreasing from 73.4 percent in 1986 to 67.5 percent in 1987, increasing
slightly to 70.4 percent in 1988, and increasing substantially from 71.4
percent in interim 1988 to 79.5 percent in interim 1989.

U.S. capacity to produce commercial/other door locks increased steadily
during the investigation period, while production increased at a slower rate.
Capacity utilization therefore decreased steadily across all time periods,
from 86.1 percent in 1986 to 79.0 percent in 1988, and from 71.4 percent in
interim 1988 to 62.8 percent in interim 1989.
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U.S. producers’ intracompany consumption, domestic shipments, and exports -

Only about *** percent of U.S.-produced residential door locks are
destined for internal consumption, as presented in table 8. About *** percent-.-
of production is destined for the export market. Domestic shipments of e
residential door locks, which account for over *** percent of U.S. producers’
total shipments of such merchandise, decreased steadily, by 8.8 percent from
1986 to 1988 and by 5.6 percent from interim 1988 to interim 1983. In terms
of value, domestic shipments fluctuated, decreasing from 1986 to 1987,
increasing slightly from 1987 to 1988, and decreasing moderately from interim
1988 to interim 1989. Average unit values for domestic shipments increased
steadily, by 5.0 percent, in 1986-88, but decreased 0.5 percent between
interim 1988 and interim 1989, « ‘

* * * * * * *



A-20

Table 8 : '
Door locks: Shipments of U.S. producers, by types and by products, 1986-88,
January-March 1988, and January-March 1989

‘ an. - __
Item 1986 1987 - 1988 1988 1989
Quantity (1,000 its
Residential door locks:
Company transfers..... coe *kk *kk kokk *kk *kk
Domestic shipments....... k% fakid x% kkk *k%
U.S. shipments......... 48,675 46,011 44,628 12,001 11,339
Export shipments......... faliadad faadel fudado B kkk kkk
Total.iveeveeenonsnnsnas kK *kk kkk *kk kkk
Other door locks:
Company transfers........ Kk kel Kk k% *xk
Domestic shipments....... | _Kkk fodadud Kk *kk _ kkk
U.S. shipments......... 7,314 7,636 7,737 2,065 1,861
Export shipments......... fakad ok k% adald *kk
Total.............‘.... *** *** ’ *** *** ***
. All door locks: s
Company transfers........ k% R Kk *hk *kk
Domestic shipments....... ‘ fadadal kil ool *kk fakodad
U.S. shipments.....cc... 55,989 53,647 52,365 14,066 13,200
Export shipments..... ceee fudadl fakad *kk fadalld kol
Total..ieveeeenonavunne ludadd *xk jadadl fakudl il

Value (1,000 dollars)

Residential door locks:

Company transfers........ kkk il *kk *kk kkk
Domestic shipments....... boladad fafall Kak - fallad fadkaa
U.S. shipments......... 358,825 343,100 344,953 93,279 87,510
Export shipments......... * k% bl kel tadal udull
Total. ® ® & 0 00 0 00 * e 0 0 00 . o *** *** *** *** ***
Other door locks:
Company transfers....... . Kk Kk *h%k *k% k%
Domestic shipments....... *hk Kxk fakadad *k% fakaded
U.S. shipments......... 207,391 226,340 242,853 64,126 60,699
Export shipments......... faadl fakatl fakadad k% *k%
Total'....'...........' *** *** *** *** ***
‘All door locks:
Company transfers........ *kk kel *kk kkk *kk
Domestic shipments....... fakadol fadidl *hk ol *k*
U.S. shipments......... 566,216 569,440 587,806 157,405 148,209
Export shipments......... ok fadadal fakada aludd adul
Total'..’.."........'. *** *** *** *** ***

Continued on next page.
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able 8--Continued
oor locks: Shipments of U.S. producers, by types and by products, 1986-88,
January-March 1988, and January-March 1989

Jan.-Mar,-—

Item 1986 1987 1988 1988 1989

Unit value (per unit) 1/
Residential door locks:

Company transfers........ Grkx Srkk ShEk Srak Skl
Domestic shipments....... *k% fadadad fadadad fadakd fuald
Average, U.S,
shipments....oeeveuse 7.37 7.46 7.73 7.77 7.72
Export shipments......... ook ok okl kkk fakdad
Average....viveensences *h% *k% *k% *xk k%
Other door locks:
Company transfers....... . kkk *kk k% *kk *k%
Domestic shipments....... fudadal *k% faadal Kk faad
Average, U.S. A
shipments....ciecuune 28.55 29.87 31.63 31.28 32.86
Export shipments......... fakadad fadall fadadal bodaded fakall
AVETage..iveverrsccnnes *kk k% badabed alaled k%
All door locks:
Company transfers........ el kK *kk Kk falaled
Domestic shipments....... *x% faadal fadaked kk ook
Average, U.S. :
"shipments............ 10.12 10.63 11.24 11.20 11.24
Export shipments......... fakal ok akadl fadadal ookl
Average...veeeeeeeccens *EE *EE kK Rk *kk

1/ Computed from data of firms providing data on both quantity and value of
shipments.

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

nventories -

Average-of-period inventories of residential and other door lock
producers are presented in table 9. The data show a decrease in inventories
of residential door locks from 1986 to 1988, and a further decrease from
interim 1988 to interim 1989. As a share of the year’s U.S. shipments,
inventories fluctuated, decreasing from 1986 to 1987, increasing slightly from
1987 to 1988, and decreasing between the interim periods. Inventories of
other door locks generally increased during the investigation period, both in
absolute terms and as a share of the year’s U.S. shipments.
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Table 9
Door locks: U.S. producers’ inventories, by products, as of Dec. 31 of
1986-88 and as of Mar. 31 of 1988 and 1989

o Jan.-Mar,—-
Item 1986 1987 1988 1988 1989

End-of-period inventories (1,000 units)

Residential door locks..... 2,006 1,659 1,669 1,977 1,535
Other door locks......eev.. 790 812 1,106 1,012 1,187
Total....... cevessianas 2,796 2,471 2,775 2,989 2,722

Share of U,S, shipments (percent) 1/

Residential door ‘locks... 401 3.6 3.7 4.1 3.4

- Other door locksS.,...veeeees o 10.9 10.7 14.4 12.3 16.1

Average..... cresersanes 5,0 4.6 5.3 5.3 5.2
Share of total shipments (percent) 1/

Residential door locks..... *hk kkk Kk Kk *hk

Other door locks......ie... fokadid fakad fakidal fadal kEk

Average...... Ceeeseeea Fkk kkk Fkk dedkk kkk

1/ Ratios are based on data supplied by firms that reported both inventory and
shipments information. Ratios for Jan.-Mar. 1988 and Jan.-Mar. 1989 are based
on annualized shipments.

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

Employment

Data on reporting producers’ employment, presented in table 10, show a
decline in the total number of residential lock producers’ employees and
production and related workers from 1986 to 1988 and a continued decline
between interim 1988 and interim 1989, bringing the employment of production
and related workers producing residential door locks to an overall decline of
23.4 percent from 1986 to March 1989. Hours worked declined steadily during
the investigation period, whereas total compensation and unit labor costs
fluctuated, increasing from 1986 to 1987, decreasing from 1987 to 1988, and
decreasing again between the interim periods. Hourly total compensation
increased steadily during the investigation period whereas productivity
fluctuated, decreasing from 1986 to 1987, increasing from 1987 to 1988, and
increasing again from interim 1988 to interim 1989.

For other door lock producers, the total number of production and
related workers, total hours worked, and total compensation paid, increased in
1986-88, and decreased from interim 1988 to interim 1989. Hourly total
compensation and unit labor costs generally increased over the period, with ¢
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Table 10 .
Total establishment employment and average number of production and related

workers producing door locks, hours worked, 1/ wages and total compensation 2/ "

paid to such employees, and labor productivity, hourly compensation, and unit
labor production costs, 1986-88, January-March 1988, and January-March 1989 3/

Jan,.,-Mar,-—-

Item 1986 1987 1988 1988 1989

Total number of employees
in establishments........ 9,501 9,381 9,028 9,385 8,489

Number of production and related workers (PRW’s)

Residential door locks..... 3,924 3,712 3,350 3,589 3,006
Other door locks......ccve0n. 2,545 2,582 2,603 2,681 2,494
Total..ovveeeroeennnnns 6,469 6,294 5,953 6,270 5,500

All products of establish-
ments....... ceeesresannas . 7,236 71,066 6,760 7,045 6,266

Hours worked by PRW’s (thousands)

Residential door locks..... 7,124 6,866 6,187 1,746 1,449
Other door locks........... 4,677 4,742 4,896 1,213 1,056

Total...ooeveenennennns 11,801 11,608 11,083 2,959 2,505
All products of establish-

111=7 o8 o - O T 14,180 14,142 13,699 3.600 3,144

Wages paid to PRW’s (1,000 dollars)

Residential door locks..... 65,527 65,868 61,921 17,277 14,960
Other door locks........... 43,198 45,841 47,599 12,629 11,340
Total....eovvevevessnes 108,725 111,709 109,520 29,906 26,300
All products of establish- : :
1173 ¢ - 131,501 136,814 136,413 36,436 33,086
Total compensation paid to PRW’s
(1,000 dollars)

Residential door locks..... 85,860 85,909 80,966 22,277 19,339

Other door locks.....cevuss 54,248 58,480 60,277 15,971 14,702
Total........... seseeen 140,108 144,389 141,243 38,248 34,041

All products of establish-
11=5 o} oF - N 166,316 173,694 172,473 45,897 42,009

Hourly wages paid to PRW’s'4/

Residential door locks..... $9.20 $9.59 $10.01 - $9.90 $10.32
Other door locks..eeeeeses. 9.24 9.67 9.72 10.41 10.74
Average......... ceeesen 9,21 9.62 9,88 10.11 10.50

All products of establish-
ments...... ceerestasenas .o 9,27 9.67 9.96 10.12 10.52

:See footnotes at end of table.
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Table 10--Continued

Total establishment employment and average number of production and related
workers producing door locks, hours worked, 1/ wages and total compensation 2/
paid to such employees, and labor productivity, hourly compensation, and unit
labor production costs, 1986-88, January-March 1988, and January-March 1989 3/

Jan,-Mar,—-
Item 1986 1987 1988 1988 1989

Hourly total compensation paid to PRW’s 5/

Residential door locks..... $12.05 $12.51 $13.09 $12.76 $13.35

Other door locks.....oeee.s 11,60 12,33 12,31 13,17 13,92
Average....vevevsnneces 11.87 12.44 12.74 12.93 13.59

All products of establish- .
MeNtS..eieeeenennenecsons 11,73 12,28 12.59 12,75 13.36

Productivity (units per hour) 6/

Residential door locks.....

6.8 6.6 7.3 7.1 7.9
- Other door locks..eoeveeene 1.6 1.6 1.6 1,7 1.7
Average....cvveeenennas 4.7 4.6 4,8 4.9 5.3

Unit labor costs (per unit) 7/
‘Residential door locks..... $1.77 $1.89 $1.80 $1.80 $1.70
Other door locks........... 7.42 7.61 7.59 7.82 8.20
Average...ivevieernnsnns 2.51 2.72 2.66 2.66 2.58

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits. 4

3/ Firms providing employment data accounted for 99.0 percent of the reported
total quantity of shipments in 1988,

4/ Calculated using data from firms that provided information on both wages
paid and hours worked.

5/ Calculated using data from firms that provided information on both total
~compensation pald and hours worked.

6/ Calculated using data from firms that provided information on hours worked
and production.

"1/ On the basis of total compensation paid. Calculated using data from firms
that provided information on total compensation paid and production.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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3light decrease between 1987 and 1988, and productivity remained relatively
:onstant throughout the period.

In addition to providing aggregate data on the number of production and
related workers, four firms provided specific instances of reductions in
workers, as shown in the following tabulation:

Date of Number of Duration of Reason for
Item reduction workers reduction reduction
Residential
locks
* * * * *

Commercial/other

locks

Financial experience of U,S. producers

Fourteen producers supplied usable income-and-loss data on the overall
operations of their establishments in which door locks are produced.!®> Seven
firms, accounting for about *** percent of U.S. production in 1988, furnished
usable income-and-loss data on their operations producing residential door
locks. In addition, eight producers furnished usable income-and-loss data on
their operations producing other door locks. These producers account for 80.3
percent of 1988 shipments of other door locks. Although several producers
‘manufacture a wide variety of locks, they usually specialize in specific types
Jof locks. * * *,

Overall operations.--Several of the larger producers in the industry are
affiliated with major corporations. They include Dexter (American Brands,
through its subsidiary Masterlock, owns Dexter), Kwikset (purchased by Black &
Decker on Apr. 27, 1989, from Emhart Industries), Schlage (Ingersoll-Rand),
Weiser (Masco Corp.), and Weslock (J.P. Industries). In recent years, some
-firms have undergone ownership changes and restructurings, including leveraged
buyouts. Companies have closed domestic plants, moved to areas with lower
.U.S. wages, and/or established overseas facilities.

In addition to residential door locks, the overall establishment
"operations of some firms include the production of other door locks,
accessories, and other types of hardware products. The overall establishment
income-and-loss experience is presented in table 11.

15 Three firms * * * were unable to furnish product-specific income-and-loss
data on either their residential or other types of door locks. Eleven firms
provided income-and-loss data on either residential or other types of door
locks. Four of these firms * * * submitted data for both residential and
other types of door locks. Three additional firms * * * furnished only
residential door lock data, and four other firms * * * supp11ed only other
idoor lock data.



A-26

Table 11
Income-and-loss experience of U.S. producers .on the overall operations of
their establishments within which residential and other door locks are

produced, accounting years 1986-88 and interim periods ended Mar. 31, 1988,
and Mar. 31, 1989

Interim period

ended Mar, 31--

Item 1986 1987 1988 1988 1989

Value (1.000 dollars)

Net sales....... ceersovennns 719,504 736,830 772,094 185,532 182,293
Cost of goods sold.......... 492,495 505,315 532,463 125,458 128,723
Gross profit.......c0e0e coee 227,009 231,515 239,631 60,074 53,570

General, selling, and

~administrative expenses... 130,794 133,149 140,206 - 30,828 31,172
Operating income.....eeveeee 96,215 98,366 99,425 29,246 22,398
Startup or shutdown

EXPENSCssarrosrsrsessssses 1,280 1,800 2,700 0 175
Interest expense......eeeev.s 25,485 25,611 31,853 9,134 12,245
Other expense, net..:...ov.. 4,407 1,012 7.829 815 326
Net income before income

taxes..eeesssss Creeseaan .. 65,043 69,943 57,043 19,297 9,652
Depreciation and amorti-

zation included above..... 23,146 22,982 23,450 5,462 5,477
Cash-flow 1/...vevevnnennnns 88,189 92,925 - 80,493 24,759 15,129

Share of net sales (percent)

Cost of goods sold.......... 68.4 68.6 69.0 67.6 70.6
Gross profit..veeiuivennns .. 31.6 31.4° 31.0 32.4 29.4
General, selling, and
administrative expenses... 18.2 18.1 . 18.2 16.6 17.1
Operating income...:vveues.e 13.4 13,3 12.9 15.8 12,3
Net income before income . -
taXeS.evevranoenns vesvenss 9.0 9,5 7.4 10. 4 5.3

Number.of firms reporting

Operating 10SSES.eveeeennnns 1 2 2 1 2
Net lossesS...covessesss e 3 3 6 2 6
Data.veveeeneenesns Cesecenan 14 14 14 12 12

1/ Cash flow is defined as net income or loss plus depreciation and
amortization.

Source: Compiled from data submitted in response to questionnaires of the
U.Ss. Int$rnationa1 Trade Commission.
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Operations on residential door locks.--The aggregate income~and-loss

experience of the residential door lock producers is presented in table 12,
Net sales decreased by 2.8 percent from $362.6 million in 1986 to $352.4
million in 1987, 1In 1988, sales were $358.0 million, representing an increase
of 1.6 percent over 1987 sales. Operating income was $49.6 million in 1986,
$48.6 million in 1987, and $49.3 million in 1988. Operating income margins as
a percent of sales were 13.7 in 1986 and 13.8 in both 1987 and 1988. None of
the producers incurred operating losses between 1986 arid 1988. Net sales
declined by 6.0 percent from $96.6 million in interim 1988 to $90.7 million in
interim 1989. Operating income was $14.9 million in interim 1988 and $11.9
million in interim 1989. Operating income margins were 15.4 percent in’
interim 1988 and 13.1 percent in interim 1989. None of the firms reported
operating losses in interim 1988 but two firms reported such losses in interim
1989,

Table 13 shows the income-and-loss experience of the industry by company
and by amount of sales in 1988 (in descending order). The sales decline for
some producers was partially attributable to increased production at their
overseas facilities, * * %,

* * * * * *

Although aggregate industry profitability was stable between 1986 and
1988, there was a wide variation in income-and-loss among the producers.
¥ ¥ *  The discrepancy in profitability could be attributable to a variety of
factors, including size and efficiency of operations, degree of automation,
productivity, and product mix. According to counsel for the petitioner,
Kwikset, Weiser, and National have either designed new lower priced locks
and/or engaged in price-cutting promotions in order to secure or retain
business. !¢

16 petition, pp. 23-25.
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Table 12

Income-and-loss experience of U.S. producers on their operations producing
residential door locks, accounting years 1986-88 and interim periods ended
Mar. 31, 1988, and Mar. 31, 1989

Interim period
ended Mar, 31--
Item 1986 1987 1988 1988 1989

Value (1,000 dollars)

Net saleS..cieveeennens PR 362,561 352,361 357,987 96,576 90,738
Cost of goods sold...vveenns 250,584 240,234 245,750 65,580 63,563
Gross profit....cceevereceas 111,977 112,127 112,237 30,996 27,175
General, se111ng, and

administrative expenses... 62,403 63,489 62,939 16,112 15,268
Operating income........cv00s 49,574 48,638 49,298 14,884 11,907
Startup or shutdown

15 qo7=3 o V-1 N 960 1,500 2,160 0 140
Depreciation and amorti- '
zation included above..... 11,238 11,176 10,670 2,753 2,837

Cash-flow 1/..cevvenresannns 60,812 59,814 59,968 17,637 14,744

Share of net sales (percent)

Cost of goods sold....evvuss 69.1 68.2 68.6 67.9 70.1
Gross profit......vcves ceens 30.9 31.8 31.4 32.1 29.9
General, selling, and )

administrative expenses... 17.2 18.0 17.6 16.7 16.‘
Operating income........ ceee 13.7 13.8 13.8 15.4 13,1

Number of firms reporting

Operating 1o0SS€S.eseersssses 0 0 0 0
Data..cveeeeenns ceessesoenae 7 7 7 7

~N N

1/ Cash-flow is defined as operating income or loss plus depreciation and
~amortization.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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able 13
income-and—loss experience of U.S, producers on their operations producing
residential door locks, by producers, accounting years 1986-88 and interim
periods ended Mar. 31, 1988, and Mar. 31, 1989

Interim period
. ended March 31-
tem 1986 1987 1988 1988 1989

Value (1,000 dollars)

Net sales:

% * * * * * *
Total............. 362,561 352,361 357,987 96,576 90,738
Operating income or (loss):
% * * * * * *
Total.....eovvees. _49.574 48,638 49,298 14,884 11,907

Share of net sales (percent)

Operating income or (loss):

* * * * * * *

Average........... 13.7 13.8 13.8 15.4 13.1

.i/ Less than 0.05 percent.

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

Several firms experienced lower levels of income during the 1989 interim
period compared with those during the interim period of 1988; two firms
incurred operating losses during the latter period. During the conference on
May 15, 1989, Mr. Malashevich of Economic Consulting Services indicated that
the change in profitability between 1988 and 1989 was largely due to the sharp
increase in commodity prices for copper and zinc, the two primary raw material
"components of brass. Copper and zinc prices have recently accelerated, and
the industry has reportedly been unable to recover these costs through price
increases. 7

Operations on other door locks.--The aggregate income-and-loss
experience of U.S. producers on commercial/other types of door locks is
presented in table 14. Net sales increased by 6.9 percent from $200.9 million
in 1986 to $214.8 million in 1987. 1In 1988, sales were $229.8 million,

7 TR, pp. 41-43. Also refer to charts 1 through 4 at the end of the
’conference transcript.
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Table 14
Income-and-loss experience of U.S. producers on their operations producing

other door .locks, accounting years 1986-88 and interim periods ended
Mar., 31, 1988, and Mar. 31, 1989

Interim period

ended Mar, 31--

Item 1986 1987 1988 1988 1989

Value (1,000 dollars)

Net saleS..eveeeeecssrocansas 200,890 214,849 229,762 44,847 43,269
Cost of goods sold.......... 136,765 145,468 156,859 29,422 31,129
Gross profit....eevecveveces 64,125 69,381 72,903 15,425 12,140
General, selling, and

administrative expenses... 38,856 40,632 42,823 6,877 6.729
- Operating income......veeess 25,269 28,749 30,080 8,548 5,411
Startup or shutdown
EXPENSC. v vsetvovsrsrocnnss 320 300 540 0 35
Depreciation and amorti- )
zation included above..... 5,263 5,191 5,561 901 867
Cash flow 1/..eeievncncnnnss 30,532 33,940 35,641 9,449 6,278

Share of net sales (percent)

Cost of goods sold.......... 68.1 67.7 68.3 65.6 71.9
Gross profit.....veveevevcns 31.9 32.3 31.7 34.4 28.1
General, selling, and _ ‘
adminlstratlve expenses... 19.3 18.9 18.6 15.3 15.
Operating income........o.s.. 12,6 13.4 13.1 19,1 12,5

Number of firms reporting

Operating losses........s... 0 2 2 2 1
Data@.eeeesevrerocossansnsnes 8 8 8 7

1/ Cash-flow is defined as operating income or loss plus depre01at10n and
amortization.

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

representing a further increase of 6.9 percent. Operating income was $25.3
million in 1986, $28.7 million in 1987, and $30.1 million in 1988, Operating
income margins as a percent of sales were 12.6 in 1986, 13.4 in 1987, and 13.1
in 1988. None of the firms incurred operating losses in 1986, but two firms
sustained such losses in 1987 and 1988.

Net sales declined by 3.5 percent from $44.8 million in interim 1988 to
$43.3 million in interim 1989. Operating income was $8.5 million in interim
1988 and $5.4 million in interim 1989. Operating income margins were {
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19.1 percent in interim 1988 and 12.5 percent in interim 1989. Two firms
sustained operating losses in interim 1988, and one firm incurred an operating
loss in interim 1989, :

Table 15 shows the income-and-loss experience of the producers of
commercial/other door locks, by company and by amount of sales in 1988 (in
descending order). * * *,  As in the residential door lock industry, income-
‘and-loss performance varied from producer to producer.

A combined summary of the income-and-loss experience of all types of
lock producers is presented in table 16,

Investment in productive facilities,--Seven companies provided data on
their investment in productive facilities for residential door locks for all

periods. Seven companies provided similar data for other door locks for 1986
to 1988 and six companies furnished such data for the two interim periods.
These data, as well as returns on asset data, are shown in table 17.

Capital expenditures.--Seven companies supplied data on their capital
expenditures on residential door locks for all periods. Seven companies
furnished data on their other door locks capital expenditures for 1986 to 1988
and six companies furnished such data for the two interim.periods. These data
are shown in table 18.

Research and development expenses.--Six firms supplied data on their
research and development expenses on residential door locks for all periods.

Six firms furnished data on their other door locks research and development
expenses for 1986 to 1988 and five firms supplied such data for the two
interim periods. These data are shown in. table 19,
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Table 15

Income-and-loss experience of U.S. producers on their operations producing
other door locks, by producers, accounting years 1986-88 and interim periods
ended Mar. 31, 1988, and Mar. 31, 1989

Interim period
ended March 31--
Item 1986 1987 1988 . 1988 1989

Value (1,000 dollars)

Net sales:

* * * * * * *
Total..veeesesessesss 200,890 214,849 229,762 44,847 43,269
Operating income or (loss):
- V* * * * * * *
Totaleeeweeesnennnnn. 25,269 28,749 30,080 - 8,548 5,411

. Share of net sales (percent)
Operating income or (loss):

* * * * * . * *

Average..... Cerenereee.. 12,6 13.4 13.1 19.1 12.5

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 16
ncome-and-loss experience of U.S. producers on their operations producing all

door locks, accounting years 1986-88 and interim periods ended Mar. 31, 1988,
and Mar. 31, 1989

Interim period

ended March 31--
1986 1987 1988 1988 1989

—
t+
(D
=

Value (1,000 dollars)

Net sales:

Residential.....v.0.... 362,561 352,361 357,987 96,576 90,738
Other door locks....... 200,890 214,849 229,762 44,847 43,269
Total......... ceeeees 563,451 567,210 587,749 141,423 134,007
Gross profit:
Residential............ 111,977 112,127 112,237 30,996 27,175
Other door locks....... _64,125 69,381 72,903 15,425 12,140
‘Total...eeveeensensss 176,102 181,508 185,140 46,421 39,315
Operating income:
Residential........v... 49,574 48,638 49,298 14,884 11,907
Other door locks....... 26 28,74 30,080 5.4
Total...eoveeneeneess 714,843 77,387 79,378 23,432 17,318

Share of net sales (percent)

Gross profit:

Residential.....vveveee 30.9 31.8 31.4 32.1 . 29.9

Other door locks....... 31,9 32,3 31,7 34,4 28,1

' AvVerage..ceeseassnnes 31.3 32.0 31.5 32.8 29.3
Operating income:

Residential.....vcevuwe 13.7 13.8 13.8 15.4 13.1

Other door locks....... 12,6 13,4 13,1 19,1 12,5

Average...cecevnnosen 13.3 13.6 13.5 16.6 12.9

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 17

Door locks: Value of property, plant, and equipment of U.S. producers, by
products, accounting years 1986-88 and interim periods ended Mar. 31, 1988,
and Mar. 31, 1989

As of end of accounting Interim period
year—- ended Mar, 31--
Item 1986 1987 1988 . 1988 1989

Value (1,000 dollars)

All products of establish-

ments:

Fixed assets:
Original cost....vvvvenen 288,031 301,837 307,239 268,336 270,230
Book value....vevevo ceees 154,371 165,891 158,947 141,657 137,275

Total assets 1/....¢c000.0es 341,877 371,497 367,930 341,681 349,130
Residential door locks:

Fixed assets:

Original cost....vevveees 164,797 166,254 158,247 158,839 158,127

R Book value...eeevveseenns 89,830 97,955 85,883 88,844 83,935

Total assets 2/3/..... eees. 163,636 187,731 176,545 183,633 190,154
Other door locks: :

Fixed assets:

Original cost.....cvvvnnn 79,132 87,724 97,278 61,794 57,402
Book value....cevvueennns 38,422 41,004 46,462 26,491 26,346
Total assets 2/....... eeees 93,350 104,924 111,096 77,262 72,632

Return on book value of
fixed assets (percent) 4/

All products of establish-

ments:
Operating return 5/........ 62.7 60.1 63.3 1/ 1/
Net return 6/..ceeeeenennes 42,7 43,2 37.3 1/ 1/
Residential door locks:
Operating return 5/........ 55.2 49.7 57.4 7/ jL'
Other door locks:
Operating return 5/........ 65.7 . 69.8 64,6 -1/ 7/

Return on total assets (percent) 4/
All products of establish-' .

ments: _
" Operating return 5/........ 22.1 21.3 21.7 1/ 1/
Net return 6/..ceeeeeivenes 17.6 17.5 15.2 1/ 1/
Residential door locks: . :
Operating return 5/........ 30.2 25.4 27.6 1/ 1/
Other door locks: .
Operating return 5/........ 12.7 14.1 11.8 1/ 1/

1/ Defined as book value of fixed assets plus current and noncurrent assets.
2/ Total establishment assets are apportioned, by firm, to product groups on
the basis of the ratio of the respective book values of fixed assets.

3/ During the conference on May 15, 1989, Mr. Leva (President of National
Lock) indicated that his current firm purchased its predecessor company
(Amerock) in 1988 for half as much as Amerock paid for a prior c¢ompany in
1984, HS attributes this decline in book value to imports from Taiwan. TR,
pp. 79-80.

4/ Computed using data from only those firms supplying both asset and profit-
and-loss information, and as such, may not be derivable from data presented. -
5/ Defined as operating income or loss divided by asset value.

6/ Defined as net income or loss divided by asset value.

7/ Submitted data for varying periods of less than 1 year prohibits annual
rate of return calculations.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. :
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Table 18 _ :
Door locks: Capital expenditures by U.S. producers, by products, accounting
years 1986-88 and interim periods ended Mar. 31, 1988, and Mar. 31, 1989

(In thousands of dollars)

Interim period
ended Mar, 31--

Item 1986 1987 1988 1988 1989
All products of establish-
ments:
Land and land improve- . :
1123 o - 182 534 1,082 5 2
Building and leasehold :
improvements.....e000... 2,306 4,349 6,654 620 1,832
Machinery, equipment, and
fixtures....voeeeeesss.. 18,819 19,969 19,397 3,714 2,746

Total.veveeeonnoeoesss 21,307 24,852 27,133 4,339 4,580
Residential door locks:
Land and land improve-

mentsS....eoe0e Ceesecsens .182 194 106 0 2
Building and leasehold ‘ :

improvementS.....ec000.s 376 2,533 3,170 285 1,767
Machinery, equipment, and :

fixtures.....eve0vevss.. 10,074 9,798 8,483 1,553 1,621

Total...veevensensesss 10,632 12,525 11,759 1,838 3,390
Other door locks: :
Land and land improve-

117=3 o} of - e 0 136 0 0 0
Building and leasehold '
improvementS...v.otverae 214 1,661 3,399 330 55
Machinery, equipment, and
fixtures....eoevveeeeses 5,130 7,527 7,074 1,124 772
Total.ivieevsaeeoaenss 5,344 9,324 10,473 1,454 827

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 19 .

Door locks: Research and development expenses of U.S. producers, by products,
accounting years 1986-88 and interim periods ended Mar. 31, 1988, and Mar. 31,
1989 :

{(In thousands of dollars)

Interim period

ended Mar, 31--

Item 1986 1987 1988 1988 1989
All products of establish- A
MENtS.sevsvvenoseassseseass 10,704 12,405 13,609 2,795 2,781
Residential door locks....... 3,558 3,548 3,547 916 854
Other door locks......cce00.. 4,870 6,246 6,722 1,084 1,060

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

Capital and investment.--The Commission requested U.S. producers to

- describe any actual or potential negative effects of imports of residential
door locks from Taiwan on their firm’s growth, investment, and ability to
raise capital (including efforts to develop a derivative or more advanced
version of the like product). Their responses are shown in appendix C.

Consideration of the Question of
Threat of Material Injury

Section 771(7) (F) (i) of the Tariff Act of 1930 (19 U.S.C. §
1677(7) (F) (1)) 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 consider,
among other relevant factors 8--

(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),

18 Section 771(7) (F) (ii) of the act (19 U.S.C. § 1677(7) (F) (ii)) 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 o
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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(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,

(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,

(IX) in any investigation under this title which
involves imports of both a raw agricultural product
(within the meaning of paragraph (4)(E)(iv)) and any
product processed from such raw agricultural product,
the likelihood that there will be increased imports,
by reason of product shifting, if there is an
affirmative determination by the Commission under
section 705(b) (1) or 735(b) (1) with respect to either
the raw agricultural product or the processed
agricultural product (but not both), and
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(X) the actual and potential negative effects on the
existing development and production efforts of the
domestic industry, including efforts to develop a
derivative or more advanced version of the like
product. °

No subsidies (item (I) above) were alleged by the petitioner, and item
(IX) is not relevant in this investigation. 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 imports of the subject merchandise and the
alleged material injury;” and information on the effects of imports of the
subject merchandise on U.S. producers’ existing development and production
efforts (item (X)) is presented in the section entitled “Consideration of
alleged material injury to an industry in the United States.” Available
information on U.S. inventories of the subject products (item (V)); foreign
producers’ operations, including the potential for “product-shifting” (items
(11), (VI), and (VIII); any other threat indicators, if applicable (item (VII)
above); and any dumping in third-country markets, follows,

U,S, inventories of door locks from Taiwan

According to data received from importers of door locks from Taiwan,
their inventories of residential door locks held in the United States
increased moderately from 1986 to 1987, increased substantially between 1987
and 1988, and increased slightly between the January-March periods of 1988 and
1989 (table 20). Importers’ U.S. inventories of .other door locks also -
increased similarly throughout the investigation period. As a ratio to the!
imports, importers’ inventories of residential door locks fluctuated during
the period, decreasing substantially between 1986 and 1987, increasing
moderately between 1987 and 1988, and increasing again from interim 1988 to
interim 1989. Inventories of other door locks increased steadily as a ratio
to imports during the period but decreased from interim 1988 to interim 1989.

¥ Section 771(7)(F)(iii) of the act (19 U.S.C. § 1677(7)(F) (iii)) further
provides that, in antidumping investigations, ” . the Commission shall _
consider whether dumping in the markets of foreign countries (as evidenced by
dumping findings or antidumping remedies in other GATT member markets against
the same class or kind of merchandise manufactured or exported by the same
party as under investigation) suggests a threat of material injury to the
domestic industry.”
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Table 20 _ :
Door locks: Importers’ U.S. inventories, by products, as of Dec. 31 of
1986~88 and as of Mar. 31 of 1988 and 1989

Jan,-Mar,——
Ttem 1986 1987 1988 1988 1989

End-of-period inventories (1,000 units)

Residential door locks..... 1,693 1,849 3,221 2,254 2,309
Other door lockS...ceeeeves 4 23 60 36 64
Total...veevneonevnnnns 1,697 1,872 3,281 2,290 2,373

Share of imports (percent) 1/

Residential door locks..... 22.7 13.8 19.7 12.0 16.0
Other door 1o0CkS...vveevess 6.0 16.8 35,5 18.4 10,1
Average....ceeeeens oo 22.6 13.9 19.9 12.1 15.9

1/ Ratios are based on data supplied by firms that reported both inventory and
imports information. ’

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

Ability of foreign producers to generate exports and the availability of
export markets other than the United States

Information supplied by counsel for the three major Taiwan producers,
Tong Lung Metal Co.,, Taiwan Fu-Hsing Industry Co., and Posse Lock
Manufacturing Co., regarding their clients’ capacity, production, capacity
utilization, domestic shipments, exports, and inventories of residential door
locks is shown in table 21. Comparable data regarding the entire residential
door lock industry in Taiwan are not available., 2°

20 The Commission has not yet received a reply from all Taiwan producers in
response to its inquiry via the American Institute in Taiwan. - Questionnaire -
responses from U.S. importers revealed that * * *, .
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Table 21

Residential door locks: Taiwan’s capacity, production, capacity utilizatior
domestic shipments, exports, and inventories, 1986-88, January-March 1988,
January-March 1989, and projected April-December 1989 and 1990

(In thousands of locks, except as noted)
Projected

Jan,-Mar,—— Apr.-Dec.
Item 1986 1987 1988 1988 1989 1989 1990
Capacity....... kkk ok k Fodkk Fkk ok Kk Kok
Production..... *kk *kk *kk *kk k% Kk kkk
Capacity
utilization
(percent).... *k% k% *k%k *k*%k *kk *k%k *k%k
Domestic
~--shipments.... - %%k . kkk kkk o kEk ML S R 2 1 T
Exports to--
United States = *#% *kk *xk kkk orey *kk Kk
All other.... *kk *xk *kk *k%k ,**f,“ *k*k *kk
) Total...... *k% k%% kkk **k% *** k%% k%
Share of
production
exported
(percent).'.' *k%k *%% *k*k *kk *%k*k k&% *kk
Share of total
exports to--
u.s. (pCt)... kkk *k% *kk k% *hkk *k% *%k%
All other (pct) _*%* *kk *kk Fkk *kk kkk kkk
Total (pct) 100.0 100.0 100.0 100.0 100.0 2/ 2/
End of period
inventories... *%k% fkk K k% **x% Kk 2/ g/

1/ Data from * * * are not available.
2/ Data not available.

VSource: Respondents’ submission dated May 16, 1989, Attachment 1.

Capacity and production reported by the three firms * * *,

* * * * * * *

Consideration of the Causal Relationship Between Imports of the
Subject Merchandise and the Alleged Material Injury

U,S, imports

U.S. imports of residential door locks for consumption, total and from
selected sources, are shown in table 22. Because questionnaire respondents
accounted for less than 40 percent of the 1988 value of imports of residentia,
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Table 22
’Residential door locks: U,S. imports for consumption, by selected sources,
'1986-88, January-March 1988, and January-March 1989 1/

January-March——
88

Source | 1986 1987 1988

19 1989
Value (1,000 dollars) 2/
TaiWan..oeeeeeeooosse eeee 41,474 47,975 46,870 12,820 11,572
MeXiCO.veeerooesoneesees 37,233 50,471 52,862 15,535 15,011
Ching....ovevvveeneneens 134 304 6,540 621 1,655
South Korea....... ceeene 3,675 4,675 5,967 1,290 1,070
Thailand....veeovuseese . 152 610 814 86 0
Subtotal, excluding

TaiWaN,.eeeeeceeeess _41.194 56,061 66,183 17,531 17,736
Total...eoveeeeeees. 82,668 104,036 113,053 30,351 29,308

Quantity (1.000 units) 3/

Taiwan...... sevessseess. 11,060 - 12,115 11,267 3,313 2,850
Mexico..... cecesrvtenenes 5,080 7,765 7,231 2,050 2,449
Chind...eeveeeveoscensna 18 47 895 82 270
South Korea........ ceees 501 719 816 170 175
Thailand.,...coovugeennn 21 94 111 11 -
Subtotal, excluding A
TaiWan..ceeesoevosss 5,620 10,182 9,054 2,313 2,894
Total...eeeeeeeenses 16,680 22,297 20,321 5,626 5,743
. Unit value 4/
TaiWan..eseeeeveveecneees  $3.75 $3.96 $4.16 $3.87 $4.06
MeXiCO.eereevonnnss ceae 7.33 6.50 7.31 7.58 6.13
China..... ceseetesanenns 7.33 6.50 7.31 7.58 6.13
South Korea....... ceenae 7.33 6.50 7.31 7.58 6.13
Thailand....... oo 7.33 6,50 7.31 7.58 -
} Percent of total value 5/
Taiwan....eeeeeens ceeses 39.6 36.6 32.4 33.5 31.6
MeXiCOeriereeoosrnoaoanns 35.5 38.5 36.5 40.6 41.0
China..eveeesvecnnonsnne o1 .2 4.5 1.6 4,5
South Korea......... cees 3.5 3.6 4.1 3.4 2.9
Thailand............c.... .2 .5 .6 .2 -
Subtotal, excluding
TaiWaAN. . eeetooeeoens 39.3 42.7 45,7 45.9 48 .4
Total..eveeeeeenannns 78.9 79.3 78.1 79. %4 80.0

1/ The TSUSA and HTS categories combine data on residential and other locks.
The petitioner has alleged that residential lock imports comprise the universe
of imports for consumption from Taiwan, Mexico, China, South Korea, and
Thailand, and that 1mEorts from all other sources comprise the universe of
other lock imports., Responses to questionnaires sent to Taiwan importers
confirm petitioner’s allegation concerning imports from Taiwan, as imports of
other locks accounted for less than 1 percent of the quantity and less than 5
percent of the value of imports of Taiwan locks reported, e estimation of
imports of residential door locks in this report has relied on petitioner’s
sugégsted methodology. ..
2/ Figures combined from several statistics of the U,S. Department of
Commerce, and represent landed duty_gald values for imports for consumption.
3/ Figures derived u51n% average unit values from all importers (including
grodgcegs) for imports Irom Taiwan and from all other sources combined from
ommission questionnaire responses and total values from official statistics
of the U.S. Department of Commerce.
4/ Figures compiled from responses to questionnaires of the U.S. International
Trade Commission.
5/ Percent of total value of all locks imported under TSUSA and HTS
categories, .
)Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission and from official ‘statistics of the U.S.
Department of Commerce.
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door locks from Taiwan, the import value figures presented are derived from
official statistics of the U.S. Department of Commerce. The value of imports
from Taiwan fluctuated during the investigation period, increasing by 15.7

percent from 1986 to 1987, decreasing slightly from 1987 to 1988 (for an
overall increase of 13.0 percent from 1986 to 1988), and decreasing by 9.7
percent between interim 1988 and interim 1989. In terms of quantity, imports
of residential door locks from Taiwan followed a similar pattern. As a
percent of the total value of imports of residential door locks from all
sources, those from Taiwan declined steadily during the investigation period.

Market penetration by the subject imports

Of the total value of apparent U.S. consumption of residential door
locks, imports from Taiwan accounted for an increasing market share from 1986
to 1987 (from 9.4 to 10.7 percent), a slightly decreased market share from
1987 to 1988 (to 10.2 percent), and a moderately  decreased market -share  from -
interim 1988 to interim 1989 (from 10.4 to 9.9 percent). Penetration of the
U.S. market by imports from all sources rose from 18.7 percent in 1986 to
24,7 percent in 1988, and increased from 24.5 percent in interim 1988 to 25.1
percent in interim 1989. Trends in penetration of the domestic market by
imports in terms of quantity were substantially higher and differed from the
value trends: penetration increased substantially from 1986 to 1987,
decreased slightly from 1987 to 1988, and increased slightly from interim 198¢
to interim 1989. These data are presented earlier in table 3 of this report.

U.S. producers’ imports and market penetration of combined imports of
residential door locks from all sources other than Taiwan

The U.S. residential door lock producers account for the majority
(97 percent) of combined imports for consumption of residential door locks
from all sources other than Taiwan. Imports by U.S. producers of residential
door lgfks increased during 1986-88 but declined from interim 1988 to interim
1989. '

As a share of the total value of apparent U.S. consumption of
residential door locks, imports from all sources other than Taiwan increased
from 9.3 percent in 1986 to 14.5 percent in 1988, and from 14.2 percent in
interim 1988 to 15.2 percent in interim 1989 (table 3). In terms of quantity,
the share of imports from all sources except Taiwan increased from 8.6 percent
in 1986 to 14.9 percent in 1987, decreased to 13.9 percent in 1988, and
increased from 13.1 percent in interim 1988 to 16.9 percent in interim 1989.

21 Trends derived from ITC questionnaire responses.
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’Prices of residential door locks

Market characteristics.--The prices of different door locks vary based
on usage, construction, style and finish, type of keying, special options such
as saw-proof and panic-proof features, decorative trim, and whether the design
is standard or heavy duty. Among the three standard door locks based on
usage, keyed-entrance locks, privacy locks, and passage locks, comparisons of
suggested prices at the retail level show that entry locks are the highest
priced. Passage locks are the lowest priced, roughly a third less. Privacy
locks are priced in between, at roughly 10 percent above the passage lock
price level, : '

Styles vary considerably, from standard ball or tulip knob design to
lever-type-entrance handlesets. Finishes can vary from stainless steel to
polished brass, antique bronze, and many others. Deadbolt locksets also are
offered in many different styles and features and standard models retail at
prices roughly at the keyed-entrance lock level. ’

Domestic producers have 4 to 6 or more knob or lever designs and offer
10 to 12 or more finishes for each design. A domestic product line is
structured to span various price points from a low-end, standard door lock to
a deluxe, high-end model. A line of imported locks from Taiwan offers a
similar, but somewhat narrower selection of styles and finishes with fewer up-
grade price points. Conference testimony and field interviews with domestic
producers indicated that door lock producers in Taiwan have copied specific
domestic door lock models in detail. Several domestic producers have added a
low-end model to their regular product line as a move to compete with the
lower priced imported door locks from Taiwan. 22

Domestic producers and importers agree that imported locks from Taiwan
are substitutes for the domestic product at specific price points but that
neither domestic nor imported residential locks are suitable for commercial
applications, Importers and producers are also in agreement that some of the
imported door locks from Taiwan meet the ANSI standards for Grade II product,
a category termed "light commercial/residential." According to purchasers of
the imported product, however, these door locks generally are used in
residential applications. Mass merchandisers note that, for sales at retail,
only the customer knows the use made of a lock purchased for replacement or
renovation. '

Domestic producers of residential door locks publish price lists; most
offer quantity discounts and schedule special promotions supported by
advertising at various times during the year. Traditionally, advertised
promotions are characteristic to the domestic industry, but import competition
has increased the frequency of special promotions and price concessions made
by domestic producers to distributors and mass merchandisers in support of
such programs. Advertising allowances are a key item in annual order
negotiations with customers. Locks are sold to distributors in plain boxes

’22 k k %
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for sale to builders and contractors but are packaged for retail sale in
visual display pack units for the replacement and renovation market.

Importers fall into two categories, wholesalers and home centers/mass
merchandisers. Wholesalers, in general, do not publish price lists but offer
one price to all customers. Mass merchandisers price their product only at
retail but advertise specials throughout the year. Home centers also sell at
retail but both mass merchandisers and home centers offer quantity discounts
to builders if the volume warrants special pricing. Importers also noted in
their questionnaire responses that advertising allowances are an important
consideration in negotiations with their offshore suppliers. Terms of
domestic producers and importers/wholesalers are similar; 2 percent 10 days,
net 30 is the common practice.

The domestic market for residential door locksets consists of a
replacement market segment as well as a new construction segment. Door locks
for both market segments are sold through a multi-level distribution.channel
system that serves three major types of purchasers: wholesalers, retailers,
and end-product manufacturers. Some of these purchasers buy direct from
domestic producers and/or import for their own account or, .as wholesalers, buy
-for resale to retail outlets. Others purchase domestic or imported door
locksets through wholesalers or buy direct from importers.

Domestic producers and importers classify their customers in several
subcategories relative to their level in the channels of distribution, their
function, and the markets they serve, as follows:

A. Wholesalers (by primary line of business)
1) hardware wholesalers
2) locksmith distributors
3) co-op hardware distributors (owned by retail member stores)
4) specialty builders hardware wholesalers (door hardware)
5) wholesale building materials distributors
6) contract distributors (sell only to building contractors)
B. Retailers (by primary line of business)
1) mass merchandisers
2) home centers
3) hardware chains
4) lumber yards
5) building material dealers
6) locksmiths
C. Original Equipment Manufacturers (OEMs)
1) door manufacturers
2) package home manufacturers
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Domestic producers and importers sell door locks to wholesalers and also
)lsell directly to large OEM's such as door manufacturers, to large retail
hardware chains, and to mass merchandisers. Large wholesalers and so-called
master distributors have become importers; in turn, they sell to smaller
distributors and at the same time compete with those distributors and
wholesalers for sales to retail establishments.

Wholesalers generally sell to purchasers in two channels of
distribution: to retail outlets serving the replacement market and to
builders, developers, and architects buying for the new construction market.
Some wholesalers serve a narrower market segment, such as only locksmiths or
only building contractors. Most wholesalers supply both the market for new
locksets and the replacement market, often without knowing how the product
will be used.

Retailers serve individual customers and homeowners for new or
replacement locksets and the builder market for new locksets. The builder
segment of demand that buys from mass merchandisers and home centers is a
growing dimension of the retail lockset trade. OEM’s supply locksets along
with pre-~hung doors for individual builders and developers. Pre-cut or
package home manufacturers supply door hardware with their products.

Petitioners allege that lockset manufacturers in Taiwan initially
targeted their U.S. market entry efforts principally at the mass merchandisers
and home centers. A check of the major importers tends to confirm that this-
is the principal market for door locks from Taiwan, but who approached whom
first is not completely clear. Many mass merchandisers and home centers have
become direct importers of locksets from Taiwan, thus adding to their gross
margin not only because of the lower prices of the imported product but also
by eliminating the margin of the middleman. This pattern is more prevalent
than purchases by importers who in turn resell to a wholesaler, mass
merchandiser, or an OEM. Wholesalers serving the small- and medium-size
independent retail hardware stores and retail building outlets whose
individual volume is not large enough to warrant importing container-size lots
have turned to importing Taiwan locksets in container quantity. The imported
locksets are then resold to retail outlets in less than container quantity but
at prices to enable these outlets to better compete with the large home
centers and mass merchandisers importing direct for their own account.

Residential and commercial door locks are sold through different
channels of distribution. Bid competition characterizes the commercial market
but not the residential market. Sales of commercial door locks are project
oriented. Generally, the door locks are manufactured to order on short
production runs to meet the architect’s specifications for a particular job
rather than standard specifications of a mass produced residential product.
Commercial contractors, architectural hardware consultants, and architects are
the channels through which commercial locks are marketed.

There is a category of door locks that is termed "light commercial.” As
indicated earlier in this report, door locks that are classified as Grade II,
based on ANSI specifications, fall into this category. ANSI Grade II door
locks are designated as residential but can be and are sold and used at times
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for "light commercial" applications. Some imported locks from Taiwan meet the
ANSI Grade II specifications. Grade II door locks are marketed largely
through residential channels of distribution.

Questionnaire price data.--The Commission requested net U.S. selling
prices and quantities for four representative door lock sets. U.S. producers
and importers were asked to report f.o.b. price data separately for sales of
these products to home centers/mass merchandisers and to purchasers serving
the builder/developer market. Home centers/mass merchandisers importing
direct for their own account to sell at retail in their own outlets were
requested to provide landed, duty-paid f.o.b. purchase prices, port-of-entry.
The price data were requested for each firm’s largest sale, or purchase in the
case of direct imports for sale at retail, by quarter, during January 1986-
March 1989. In addition, the quantity and value of total sales each quarter
were requested. The four products for which price data were requested are
identified below:

PRODUCT 1: Keyed-entrance lock of polished brass,
with tulip or ball style knob, standard or adjustable
latch and a solid brass core with brass pins and
stainless steel springs.

PRODUCT 2: Privacy lock of polished brass with tulip
or ball style knob and a standard or adjustable latch.

PRODUCT 3: Passage lock of polished brass with tulip
or ball style knob and a standard or adjustable latch.

PRODUCT 4: Single-cylinder 1l-inch deadbolt lock with -
a standard or adjustable latch and a solid brass core
with brass pins and stainless steel springs.

Seven U.S. producers and 15 U.S. importers of the subject foreign .
products reported the requested price data but not for each product, class of
customer, or period. Eight of the importers providing data on prices are
large home-center/mass-merchandiser retail chains that import door locks for
their own account for resale in their own outlets.

Price trends.--Price trends for the domestic and subject imported
door locks are based on the reported quarterly weighted-average net f.o.b.
prices of the four products. The net weighted-average selling prices of each
product were based on total sales volume of each of the specified
representative door lock products to each class of purchaser. During the
design of the questionnaire, domestic producers and importers were consulted
in the selection of these products and agreed that they are volume items and
that these domestic and imported Taiwan door lock sets are substitutes and
compete head-to-head in the marketplace.
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U.S. domestic door locks: sales to home centers/mass
merchandisers.--Weighted average prices of the subject domestic door locks
sold to home center/mass merchandiser customers are shown in table 23.
Keyed-entrance lock (product 1) price data reflect a rather steady uptrend in
1986 that continued into mid-1987, from a base-period price of $6.63 per lock
in January-March 1986 to $7.28 in April-June of 1987, representing an increase
of 10 percent. In the following quarter, the price fell to $6.57, a level 1
percent below the base—period price, but it then jumped to $7.22 in the final
quarter of 1987. The price again fell sharply in January-March 1988, hovered
at a point or two below the base-period price for two quarters, and then moved
up a point or two during the remainder of the subject period.

The price trend for sales of privacy locks (product 2) to home-center/
mass-merchandiser customers varied only 1 or 2 percent above or below the
base-period price of $4.53 per lock during most of the subject period. The
price strengthened in July-September 1988 and reached a period high of $5.06
in October-December, 12 percent above the base-period price level.

Data on the prices of passage locks (product 3) reflect a similar flat
trend that held throughout the period. The price was $4.21 per lock in
January-March 1986, reached a level 3 percent above that in October-December
1986, fell to a period low of $4.05 per lock in January-March 1987, then held
at or within plus or minus 2 points of the base-period price through mid-1988,
before increasing during the final 3 quarters.

The data on prices of deadbolts (product 4) reveal an erratic pattern.
The price fell to $7.86 per lock in April-June 1986, 5 percent below the base-
period price of $8.31, but it recovered to a period high of $9.00 in the
following quarter. The price trend reversed in October-December 1986 and fell
20 percent to a period low of $7.16 by April-June 1987. Prices climbed during
the balance of 1987 to a level 2 percent - above the base-period level, but then
declined to levels in 1988 that ranged erratically from 2 to 11 percent below
the base-period price. Prices ended the subject period down 13 percent at
$7.24 per lock.

U,S. domestic door locks: sales to purchasers serving the
builder/developer market.--Weighted-average prices of the four domestic door

lock products sold to purchasers serving the builder/developer market are
shown in table 24. The prices of keyed-entrance door locks (product 1)
reflect a slight uptrend in 1986 to a July-September high of $8.01 per lock, 4
percent above the $7,.69 base-period price. The price began to decline in the
last quarter of 1986 and was flat, 1 point below the base-period price, during
the subsequent 3 quarters of 1987; it then jumped 9 percent to $8.31, but held
only for 1 quarter. During the balance of the subject period, the prices were
below the 1986 base—perlod price level in 4 of the 5 quarters and ended the
period at an average price of $7.20 per door lock, 6 percent below the base~
period price.
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Table 23

Residential door locks: Average f.o.b. sales prices to home centers/mass
merchandisers for door locks produced in the United States, weighted by total
sales quantities, by quarters, January 1986-March 1989

Period Product 1 Product 2 Product 3 Product 4

Weighted-average price per door lock

1986: :
Jan.-Mar......... $6.63 $4.53 $4.21 $8.31
Apr.-June........ 6.63 4,53 4,15 7.86
July-Sept...eaeee 6.77 4,75 4,22 9.00
Oct.-DeC...vvewns 7.16 4,59 4,32 8.78

1987:

Jan.-Mar..... veee 1,05 ~4.53 ) 4.05 . 1.32

- Apr.-June........ 7.28 4,61 4,23 . 7.16
July-Sept..ccones 6.57 4,45 4,21 o 7.63
Oct.-DeC..veenens 7.22 4,66 4,30 8.46

1988:

Jan.-Mar......... 6.53 4,51 4,13 8.05
-Apr.-June........ 6.54 4,64 4,28 7.39
July-Sept.ceeeess 6.58 : 4,79 4,37 7.86
Oct.-DeC.ivveecnns 6.79 5.06 4,58 8.16

1989:

Jan.-Mar......... 6.69 4,89 4,46 7.24
Quantity sold (units)

1986: :
Jan,-Mar...... .<7310,041 88,054 104,558 303,598
Apr.-June....... 379,004 111,220 121,637 338,715
July-Sept....... 365,958 115,391 108,411 350,708
Oct.-Dec........ 393,231 124,222 124,366 393,933

1987: )
Jan.-Mar........ 498,263 127,871 125,302 231,670
Apr.-June....... 422,648 100,147 107,641 233,093
July-Sept....... 506,926 119,639 123,422 228,618
Oct.-Dec....... 408,351 100,147 105,099 253,607

1988:

Jan.-Mar........ 441,025 119,652 124,123 314,221

© Apr.-June....... 398,932 134,663 140,360 316,912
. July-Sept....... 389,481 114,087 118,119 310,945
Oct.-Dec........ 414,127 116,009 118,529 317,452

1989:

Jan.-Mar..... ... 470,836 161,680 163,941 175,630

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 24

Residential door locks: Average f.o.b. sales prices to purchasers serving the
builder/developer market for door locks produced in the United States,
weighted by total sales quantities, by quarters, January 1986-March 1989

Period Product 1 Product 2 Product 3 Product 4
Weighted-average price per door lock
1986:
Jan.-Mar....... §$7.69 $4.52 $4.15 $9.32
Apr.-June..... . 7.80 3.94 3.79 8.89
July-Sept...... 8.01 4,33 3.88 8.43
Oct.-Dec...... . 7.82 4,46 3.85 8.46
1987: '
Jan.-Mar....... 7.65 4,55 4,04 7.20
Apr.-June..... . 7.63 4,55 4,22 7.72
July-Sept...... 7.64 4,63 4,21 ' 8.06
Oct.-Dec....... 8.31 4,66 4.10 8.23
1988: .
Jan.-Mar....... 7.35 4,51 3.96 9.27
Apr.-June...... 7.05 4,73 4,13 8.92
July-Sept...... 7.84 : 4,71 4,30 8.11
Oct.-Dec.....v. 7.58 4,93 4,47 8.95
1989:
Jan.-Mar....... 7.20 4,84 4,30 7.83
Quantity sold (units)
1986:
Jan.-Mar....... 548,771 452,988 520,496 1,053,249
Apr.-June...... 639,618 388,730 622,230 1,102,489
July-Sept...... 624,282 453,488 514,211 1,135,408
Oct.-Dec....... 614,426 436,414 498,190 1,178,953
1987:
Jan.-Mar....... 666,295 379,813 402,939 552,642
Apr.-June...... 601,923 342,346 385,755 527,536
July-Sept...... 586,832 300,315 326,264 490,232
Oct.-Dec....... 633,895 316,515 333,058 721,245
1888:
Jan.-Mar....... 414,524 307,940 317,496 872,610
Apr.-June...... 333,110 258,163 275,681 785,390
July-Sept...... 331,495 239,199 252,886 560,989
Oct.-Dec....... 322,534 227,615 237,313 585,378
1989:
Jan.-Mar....... 294,436 240,505 247,103 301,670

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Privacy locks (product 2) sold to this class of customer show a somewhat
stronger price trend. The price fell sharply.in 1986 from the base-period
price of $4.52 to $3.94 in April-June 1986, representing a decline of 13
percent, then climbed rather steadily upward (interrupted by a slight dip in
January-March 1988) to a period high of $4.93 in October-December 1988, 9
percent above the base-period price. The price dipped slightly in January-
March 1989 to $4.84 per door lock, 7 percent above the base-period price.

The price trend for passage locks (product 3) sold to purchasers serving
the builder/developer market reflects a considerably weaker pattern. The
price fell 9 percent in 1986 from a base-period level of $4.15 to $3.79 per
lock in April-June. Although the trend then reversed and prices climbed to 2
points above the base-period price in April-June 1987, they again declined,
quarter by quarter, to reach $3.96 per lock in January-March 1988. Prices
strengthened in the following quarters of 1988 and the average price reached a
period high of $4.47 in October-December 1988; it stood at $4.30 in January-

- March 1989, 4 percent above the base-period price.

The prices of deadbolts (product 4) sold to this class of purchasers
reflect an erratic pattern of price declines followed by upturns that failed
to reach the level of thé base-period price of $9.32 per deadbolt. ' The
quarterly price fell in 1986 and reached a period low of $7.20 in January-
March 1987. The trend reversed and prices climbed to $9.27 per lock in
January-March 1988, then fell at period end to $7.83, or 16 percent below the
base-period price.

Imports from Taiwan: sales to home centers/mass
merchandisers.--The prices of door locks imported from Taiwan and sold to home
centers/mass merchandisers reflect a downturn early in the subject time period
followed by a recovery to levels equal to or somewhat above the base-period
price levels. Weighted-average prices of the four representative door locks

imported from Taiwan and sold to home centers/mass merchandisers are presented
in table 25.

Keyed-entrance door lock (product 1) prices show a downturn of 11
percent in 1986 from a base-period price of $4.10 to a period low of $3.65 in
April-June, followed by a 3-percent increase by yearend to $3.77. During
1987, the price was flat at a level 2 percentage points or less below the
base-period level, or from $4.02 to 4.09 per lock. During the remainder of
the subject period, the price climbed steadily to a high of $4.96 per lock at
period end, 21 percent above the base-period price.

Price data on privacy locks (product 2) reveal a pattern of prices that
fell sharply in 1986 and remained below the base-period price level during
1987 and 1988. The price fell 24 percent in 1986 from $3.70 per door lock in
January-March to a period low of $2.83 in July-September. Then the trend
reversed and prices climbed steadily upward to a 1987-88 high of $3.64 per
door lock in July-September 1988; they then declined to $3.34 in the fourth
quarter, and finished the period at a price of $3.73, 1 percent above the
base-period price.



A-51

Table 25

Residential door locks: Average f.o.b. sales prices to home centers/mass
merchandisers for door locks imported from Taiwan, weighted by total sales
quantities, by quarters, January 1986-March 1989

Period Product 1 Product 2 Product 3 Product 4
Weighted-average price per door lock
1986:
Jan.-Mar........ $4.10 $3.70 $3.06 .$3.89
Apr.-June....... 3.65 2.92 2.75 3.67
July-Sept....... 3.81 2.83 2.88 3.73
Oct.-Dec........  3.77 3.12 3.02 3.68
1987:
Jan,-Mar..... cee 4,06 3.13 2.93 3.88
Apr.-June..... .. 4,05 3.12 3.13 3.92
July-Sept....... 4,02 3.27 3.27 3.89
Oct.-DeC..veunsn 4.09 3.26 3.13 4,19
1988:
Jan.-Mar........ 4,23 3.57 3.55 4,28
Apr.-June....... 4,38 3.59 3.53 4,23
July-Sept...... 4,40 3.64 3.59 . 4,33
Oct.-Dec........ 4,77 3.34 3.49 4,53
1989: : A
Jan.-Mar........ 4,96 3.73 3.68 4.42

Quantity sold (units)

1986:
Jan.-Mar........ 3,960 T 144 2,412 13,548
Apr.-June....... 7,416 3,216 3,216 13,776
July-Sept....... 3,392 2,184 3,000 12,456
Oct.-Dec.veeenne 8,400 2,952 3,148 14,120
1987:
Jan.-Mar........ 31,028 7,000 4,115 16,570
Apr.-June....... 24,028 10,166 7,588 19,548
July-Sept....... 23,136 11,604 8,620 16,916
Oct.-Dec........ 43,056 9,140 4,800 24,800
1988: )
Jan.-Mar........ 41,916 14,868 6,460 28,792
Apr.-June....... 35,340 11,812 8,284 29,916
July-Sept....... 25,556 11,928 7,180 30,584
Oct.-Dec.vveeo.. 46,836 23,000 18,332 25,896
1989:
Jan.-Mar..... ... 16,908 11,052 9,052 26,764

Source: Compiled from data submitted in response to questionnaires of the
J.S. International Trade Commission. '
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Passage lock (product 3) prices to home centers/mass merchandisers in
1986 fell below the base-period price of $3.06 per door lock to a period low
of $2.75 in April-June. Beginning in April-June 1987, the price edged above
the base-period price; it climbed 17 percent above that level in 1988 to $3.59
and ended the subject period at $3.68, or 20 percent above the base-period
price.

The prices of deadbolt door locks (product 4) to this class of
purchasers fell 4 to 6 percent below the $3.89 base-period price during April-
December 1986. In January-September 1987, the price increased and held for 2
quarters at levels at or within 1 percent of the base-period price. The price
rose 8 percent in October-December 1987 and continued to climb to a period
high of $4.53 in the fourth quarter of 1988. The average price was $4.42 in
January-March 1989, 14 percent above the base-period price.

] 7 Imports from Taiwan: sales to purchasers serving the
builder/developer market.--The weighted-average prices of the subject door
locks imported from Taiwan and sold to purchasers serving the builder/
developer market are presented in table 26, Price data for keyed-entrance
locks (product 1) reflect a rising trend from a base-period price of $4.60 in
‘April-June 1986 to $4.95 in January-March 1987. The price dipped to $4.67 per
lock in April-June, then held through January-March 1988 at a level 5 percent
above the base~period price. During the balance of the subject period, the
uptrend continued and the price peaked at $5.78 in January-March 1989, 26
percent above the base price. '

Prices of imported privacy door locks (product 2) to this class of
purchasers reveal a steady, strong uptrend throughout the subject period.
From a base-period price of $2.84, the quarterly average price increased 27
percent to a level of $3.62 in October-December 1986. By the fourth quarter
of 1987, the price had climbed to $4.30, 51 percent above the base-period
price. The price continued to rise and in January-March 1989 it reached $4.71
per lock, 66 percent above the base-period price.

The data on prices of imported Taiwanese passage locks (product 3) sold
to purchasers serving the builder/developer market show a similar uptrend.
Prices increased from a base-period level of $2.72 to $3.54 per door lock in
October-December 1986, During 1987 and 1988, the prices continued a steady
rise and by the end of the subject period, the price had risen to $4.46, an
increase of 64 percent over the base-period price.

The prices of imported Taiwan deadbolt locks (product 4) sold to this
class of purchasers also reflect an uptrend punctuated by an occasional slight
downturn in quarterly price. From a base-period price of $3.83 per deadbolt
door lock in January-March 1986, the price increased to $4.32 in the first
quarter of 1987. The price declined 4 percent during the next two quarters of
1987 but rose almost 14 percent to $4.72 in October-December of that year. A
downturn occurred in January-March 1988, followed by a steady increase over
the subsequent quarters to a period high of $5.85 in January-March 1989, a
level 53 percent above the base-period price.
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Average f.o.b. sales prices to purchasers serving the
for locks imported from Taiwan, weighted by total
ters, January 1986-March 1989

Period Product 1 Product 2 Product 3 Product 4
Weighted-average price per door lock
1986: -

Jan.-Mar........ - $2.84 $2.72 $3.83
Apr.-June....... $4.60 3.43 2.83 3.89
July-Sept...... . 4.75 3.61 3.54 3.95
Oct.-DeC.vecnn. . 4,75 3.62 3.54 4,01
1987:
Jan.-Mar....... . 4,95 3.78 3.59 4,32
Apr.-June....... 4.67 4,27 3.60 4.21
July-Sept....... 4,84 4,33 3.63 4,15
Oct.-DeCiveeenses 4,85 4,30 3.64 4,72
1988:
Jan.-Mar........ 4,82 4,34 3.69 4,48
Apr.-June..... .. 5.05 4.39 3.79 4.52
July-Sept.eceeens 4,95 4,39 3.80 4,62
Oct.-DeC.ivieeesn 5.45 4,53 4.14 5.51
1989: ,
Jan.-Mar........ 5.78 4,71 4,46 , 5.85

Quantity sold (units)

h1986: |
Jan.-Mar....... -
Apr.-June...... 150
July-Sept...... 400
Oct.-DeCiveevnn 700

1987;
Jan.-Mar....... 2,500
Apr.-June...... 600
July-Sept...... 500

- Oct.-Dec....... 4,000
1988:
Jan.-Mar....... 1,500
© Apr.-June...... 2,700
July-Sept....n 2,000
Oct.-Dec..v.nen 12,500
1989:;
Jan.-Mar....... 16,000

48 48 400

556 : 56 750
845 545 750
1,048 648 925
4,057 4,057 1,400
2,066 766 808
2,550 1,450 658
1,566 666 975
8,100 5,060 1,428
8,090 5,068 1,197
10,070 12,046 1,667
22,100 27,049 6,234
24,100 27,069 7,349

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade

Commission.
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Imports from Taiwan; purchases by home centers/mass
merchandisers importing direct for their own account.--Weighted-average
purchase prices of the four representative door locks imported direct from
Taiwan by home centers/mass merchandisers for their own account are presented
in table 27, This market segment was alleged by petitioners to have been the
prime target for entry to the U.S. market by Taiwan manufacturers of door
locks. Ten of 15 importers providing useful price data fall in the home-
center/mass-merchandiser category. The aggregate volume purchased by this
class of purchasers accounts for 75 percent of the total quantity of imports
- of the representative products used as a data base for the price and margin
analysis. '

Quarterly prices of imported keyed-entrance door locks (product 1) from
Taiwan by this class of purchasers show an erratic pattern during January
1986-June 1987, with prices ranging from $3.61 to $3.84, or from 3 percent
below to 3 percent above the base-period price of $3.72. During the balance
“of the subject period, the price steadily increased to 34 09 in January—March
1989, 10 percent above the base-period price,

Prices of privacy locks (product 2) imported from Taiwan by this class of"
purchaser fell 6 percent in 1986 and remained below the base-period price of .
$3.17 through March 1987. Then the price climbed to $3.48, 14 percent above
the prior quarter, marking the beginning of an erratic pattern of ups and
downs, with prices generally from 3 to 6 percent above the base-period price.
The price reached a period high of $3.55 in October-December 1988, but fell to
$3.30 in January-March 1989, or 4 percent above the base price.

Passage lock (product 3) prices for purchases by home centers/mass 4
merchandisers importing Taiwan product for their own account show a downturn
in price in 1986 that continued through January-March 1987 to a period low or
$2.84, 10 percent below the base-period price of $3.15. This pattern than
reversed and, except in October-December 1987, prices held at or slightly
above the base-price level until October-December 1988, when the price peaked
at $3.53, 12 percent above the base-price level. The price fell again in
January-March 1989 to end the subject period at $3.20 per lock, or 2 percent
above the base price.

The average quarterly prices of deadbolts (product 4) imported from
Taiwan by this class of purchasers reflect a downturn that began in mid-1986
and held at levels 4 to 6 percent below the base-period price of $3.89 through
January-March 1987. The price increased 10 percent in the following quarter,
but fell to slightly below the base-period price during July-December 1987,

In 1988, the price strengthened to $4.05, held at that level through July-
September, and reached a period high of $4.18 in October-December before it
fell in January-March 1989 to $3.97, 2 percent above the base-period price.
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Table 27 . )
Residential door locks: Average f.o.b. purchase prices paid by home
centers/mass merchandisers for door locks from Taiwan imported direct for

their own account, weighted by total quantities purchased, by quarters,
January 1986-March 1989

Period Product 1 Product 2 Product 3 Product 4
Weighted-average price per door lock -
1986:
Jan.-Mar..... $3.72 $3.17 $3.15 $3.89
Apr.-June.... 3.81 3.08 3.07 3.89
July-Sept.... 3.61 2,93 2.90 3.66
Oct.~-Dec..... 3.72 3.14 3.05 3.72
1987:
Jan.-Mar..... 3.69 3.05 2.84 3.64
Apr.-June.... 3.84 3.48 3.24 4,03
July-Sept.... 3.77 3.37 . 3.22 3.87
Oct.-Dec..... 3.80 3.14 3.07 3.84

1988:

~Jan.~-Mar..... 3.89 3.26 . 3.14 4,05
Apr.-June.... 3.95 3.38 3.19 4.04
July-Sept.... 4,02 3.29 3.16 4,05
Oct.-Dec..... 4,08 3.55 3.53 4,18

1989: .

Jan.-Mar..... 4,09 3,30 3,20 3,97 -
Quantity sold (units)

1986:

. Jan.-Mar..... 51,163 26,508 30,606 9,924
Apr.-June.... 64,758 40,884 36,414 12,600 .
July.-Sept... 93,326 44,760 54,442 40,056
Oct.-Dec..... 133,727 38,076 47,174 41,172

1987: ' : .
Jan.-Mar..... 121 540 63,781 76,397 43,362
Apr.-June,... 111,076 44,577 52,413 38,144
Jul-Sept.... 106,736 48,039 55,549 36,342
Oct.-Dec..... 109,338 37,399 53,925 32,226

1988: :

Jan.-Mar..... 135,692 58,836 67,662 22,752
Apr.-June.... 147,764 69,000 71,160 37,148
July-Sept.... 178,503 63,026 58,308 36,800 .
Oct.-Dec..... 68,068 13,742 . 15,180 12,608

1989:

Jan.-Mar..... 145,465 57,476 60,200 51,490

Source: Compiled from data submitted in response to questlonnalres of the
J.S. International Trade Commission.
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Price comparisons.--Price comparisons between residential door
locks produced in the United States and those imported from Taiwan are based‘
on the quarterly weighted-average net f.o.b. selling prices to home centers/
mass merchandisers and purchasers serving the builder/developer market, and
purchase prices reported by home centers/mass merchandisers importing direct
from Taiwan for their own account during the period January 1986-March 1989.
The data were based on net f.o.b. prices of the largest transaction to each
class of customer, weighted by the total quantities of all transactions for
the representative product in each quarter in which data were reported.
Tables 28-30 show the margins of under/(over) selling in dollars and in
percent for sales of the four subject representative door locks, by class of
purchaser,

Sales to home centers/mass merchandisers.--Based on
questionnaire responses of U.S. producers and importers, the reported net
f.o.b, selling price data resulted in comparisons between domestic and import’
prices for each of the four products sold to this class of purchasers in each
of the 13 quarters of the subject time period (table 28). These price
comparisons indicate underselling by the imported product in each quarter, for
each product.

Comparisons of selling prices for product 1 (keyed-entrance lock) show
the imported entry door locks from Taiwan undersold the domestic entry lock in
each quarter. The margins of underselling ranged from $1.73 to $3.89 per
entry lock. In percentage terms, the imported locks were priced below the
domestic product by margins of 26 to 47 percent. Margins narrowed in
successive quarters of the period January 1988-March 1989.

Comparisons of selling prices for product 2 (privacy lock) indicate thd{}
the imported privacy locks from Taiwan were priced below the domestic locks in
each instance. The margins of underselling ranged from $0.83 to $1.91 per
lock, or from 18 to 40 percent. Margins of underselling were broader during
the period April 1986-December 1988 and narrower by roughly 10 percentage '
points during the balance of the subject period.

Comparisons of domestic and import selling prices for product 3 (passage
lock) again reveal a pattern of underselling by the imported passage locks in
every quarter. Margins of underselling ranged from $0.59 to $1.40 per lock,
or from 14 to 34 percent. Margins narrowed from an average of 31 percent in
1986 to 26 percent in 1987 and 19 percent in 1988. During January-March 1989,

the underselling margin was 17 percent.

Price comparisons for product 4 (deadbolt lock) show that the imported
locks were priced below the domestic product in each instance by margins that
ranged from $2.82 to $5.27 per deadbolt lock. In percentage terms, the
imported lock prices were from 39 to 59 percent under the domestic prices.
Again, the margins narrowed in successive years.



A-57 -

Table 28

Residential door locks: Margins of under/over selling 1/ based on comparisons
made between net U.S. f.o.b. selling prices of products 1, 2, 3, and 4 )
produced in the United States and of those same products imported from Taiwan f’
and sold to home centers/mass merchandisers, by quarters, January 1986-March
1989 ‘

Period Product 1 __Product 2 . . Product 3 Product 4

($/unit) (%) ($/unit) (%) . ($/unit) (Z) (8/unit) (&)
1986:
Jan.-Mar,..... $2.53 38 $0.83 18 + §1.15 27 $4.42 53
Apr.-June..... 2.98 45 1.62 36 1.40 - 34 4,19 53
July-Sept..... 2.96 44 1.91 40 1.34 32 5.27 59
Oct.-Dec...... 3.89 47 1.47 32 1.30 30 5.10 58
1987:
Jan.,-Mar...... 3.00 42 1.41 31 1.13 28 3.45 47
Apr.-June..... 3.23 44 1.49 32 1.11 26 3.24 45
July-Sept..... 2.55 _ 39 1.18 27 .94 22 3.75 49
Oct.-Dec.v.... 3.13 43 . 1.39 30 1.17° 27 4,27 50
1988:
Jan.-Mar...... 2.30 35 .95 21 .59 14 3.77 47
Apr.-June..... 2.15 33 - 1.04 23 .75 17 3.16 43
" July-Sept..... 2.18 33 1.15 24 77 18 3.52 45
Oct.-Dec...... 2.02 30 1.72 34 1.10 24 3.63 45
1989: |
Jan.-Mar...... 1.73 26 1.16 24 - .78 17 2.82 39

1/ Any figures in parenthesis indicate that the price of the domestic product
was less than the price of the imported product. Price differences between
the U.S. and imported Taiwan products were calculated as ratios of the U.S.
producers’ prices.

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

‘Sales_to purchasers serving the builder/developer market.--

Based on questionnaire responses of U.S. producers and importers, the reported
net U.S. f.o.b. selling price data resulted in comparisons of domestic and
import prices for 3 of the 4 representative products sold to this class of
purchasers in each of the 13 quarters of the subject time period. Comparisons
of keyed-entrance locks were possible for all quarters except January-March
1986. The price comparisons reveal underselling by the imported Taiwanese
products in each quarter except one (table 29).

Price comparisons for product 1 (keyed-entrance lock) indicate that the
imported locks were priced below the domestic product in every quarter.
Underselling margins ranged from $1.42 to $3.46, or from 20 to 42 percent.
During the period April 1986-December 1987 margins were broadest, averaging
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Table 29

Residential door locks: Margins of under/over selling 1/ based on comparisons
made between net U.S. f.o.b. selling prices of products 1, 2, 3, and 4
produced in the United States and of those same products imported from Taiwan
and sold to purchasers serving the builder/developer market, by quarters,
January 1986-March 1989

Period Product 1 Product 2 _Product 3 Product 4
($/unit) (%) ($/unit) (%) ($/unit) (F) ($/unit) (&)
1986: :
Jan.-Mar...... - - $1.68 37 $1.43 34 $5.49 59
Apr.-June..... $3.20 41 .51 13 .96 25 4,99 56
July-Sept..... 3.26 41 .72 17 .39 9 4.48 53
Oct.-Dec...... 3.07 = 39 .85 19 .31 8 4.44 53
1987:
Jan.-Mar...... 2.70 35 ° W77 17 4 11 2.88 40
Apr.-June..... 2.96 39 .29 6 .61 15 3.51 45
July-Sept..... 2.80 37 .30 6 .57 14 3.91 48
Oct.-Dec...... 3.46 42 .36 8 .45 11 3.51 43
1988: : -
Jan.-Mar...... 2.53 34 .17 4 .27 7 4.79 52
Apr.-June..... 2.00 28 .35 7 .33 8 4,40 49
July-Sept..... 2.89 37 .32 7 .51 12 3.49 43
Oct.-Dec...... 2.13 28 .40 8 .33 7 3.44 38
1989
Jan.-Mar...... 1.42 20 .13 3 (-.16) (-4) 1.98 25

1/ Any figures in parenthesis indicate that the price of the domestic product
was less than the price of the imported product. Price differences between
the U.S. and imported Taiwan products were calculated as ratios of the U.S.
producers’ prices.

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

39 percent, but narrowed to 29 percent during the remainder of the subject
period.

Comparisons of domestic and import prices for product 2 (privacy lock)
revealed a pattern of underselling by the imported privacy lock in every
quarter, by margins that ranged from $0.13 to $1.68 per lock. In percentage
terms, the margins of underselling were highest in 1986, averaging 26 percent,
but narrowed to the single-digit level beginning in April-June 1987 and fell
to a low of 3 percent in January-March 1989. '

Comparisons of selling prices for product 3 (passage lock) show the
locks imported from Taiwan undersold domestic locks in each quarter except
one, The margins of underselling ranged from $0.27 to $1.43 per lock, or from
7 to 34 percent. Again, margins generally narrowed to the single-digit level
in the latter part of the. period. During January-March 1989, the import price
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was above the domestic price by a margin of $0.16, or 4 percent. Price
comparisons for product 4 (deadbolt lock) reflect underselling by the imported
product in each comparison. Margins ranged from $1.98 to $5.49 per lock, or .
from 25 to 59 percent. Although margins narrowed appreciably beginning in .
January-March 1987, they did not generally fall below the 1987-88 average of =
45 percent until October-December 1988, The margin dropped to 25 percent in -
the first quarter of 1989.

Home centers/mass merchandisers importing direct from Tajwa
for their own account.--Based on questionnaire responses of U.S. producers and
importers, the reported net U.S. f.o.b. price data resulted in comparisons
between domestic and import prices for each of the 4 products sold to this
class of purchasers in each of the 13 quarters of the subject time period.

The price data show underselling by the imported product in each quarterly
comparison (table 30).

Comparisons of domestic and import prices for product 1 (keyed-entrance
lock) show underselling by the imported entry locks from Taiwan in every
quarter., Margins ranged from $2.56 to $3.44 per lock, or from 39 to 48
percent. The average margin fell from 46 percent during 1986-87 to 40 percent
during the balance of the subject period.

Price comparisons for product 2 (privacy lock) reveal that the imported
locks were priced below the domestic product in every quarter. The margins by
which the Taiwan locks undersold the domestic locks ranged from $1.08 to
$1.81, or from 24 to 38 percent. Although the margins narrowed to the mid-20-
percent range in April-September 1987, they increased to an average of 30
percent during the balance of the subject period.

Comparisons of domestic and imported prices for product 3 (passage lock)
again show the imported locks from Taiwan were priced below the domestic locks
in every quarter. The margins of underselling varied from $0.99 to $1.32, or
from 24 to 31 percent. With few exceptions, the margins held in the mid- to
high-20-percent range throughout the subject period.

Price comparisons for domestic and Taiwan product 4 (deadbolt lock) sold
to this class of purchasers reveal a pattern of underselling that covered
every quarter. The margins by which the imported. product undersold the
domestic deadbolt locks ranged from $3.13 to $5.34, or from 44 to 59 percent.



A-60

Table 30

Residential door locks: Margins of under/over selling 1/ based on comparisons
made between net U,S. f.o.b. selling prices of products 1, 2, 3, and 4
produced in the United States and of those same products imported from Taiwan
and purchased by home centers/mass merchandisers importing direct from Taiwan
for their own account, by quarters, January 1986-March 1989

Period Product 1 Product 2 Product 3 =~ Product 4
($/unit) (%) (S/unit) (F) ($/unit) (F) (S$/unit) (2)
1986:
Jan.-Mar...... $2.91 44 $1.36 30 $1.06 25 $4.42 53
Apr.-June..... 2.82 42 1.45 32 1.08 26 3.98 51
July-Sept..... 3.16 47 1.81 38 1.32 31 5.34 59
Oct.-Dec...... 3.44 48 1.45 32 1.27 29 5.06 58
1987: -
Jan.-Mar...... 3.36 48 1.48 33 1.21 300 . 3.69 50
Apr.-June .... 3.44 47 1.13 25 1.00 24 3.13 44
July-Sept..... 2.80 43 1.08 24 .99 24 . 3.76 49
Oct.-Dec...... 3.42 = 47 1.52 33 1.23 29 4,62 55
-1988:
Jan.-Mar...... 2.64 40 1.26 28 .99 24 4.00 50
Apr.-June..... 2.59 40 . 1.26 27 . 1.09 25 3.35 45
July-Sept..... 2.56 39 1.50 3 1.21 28 3.80 48
Oct.-Dec...... 2.71 40 1.50 30 1.06 23 3.98 49
1989: :
Jan.-Mar...... 2.61 39 1.59 33 1.26 28 3.27 45

1/ Any figures in parenthesis indicate that the price of the domestic product
was less than the price of the imported product. Price differences between
the U.S. and imported Taiwan products were calculated as ratios of the U.S.
producers’ prices.

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

Lost revenue

* * * * * * *

Exchange rates

The nominal value of the new Taiwan dollar appreciated relative to the
U.S. dollar during January 1986-December 1988, the latest period that
comparable data were available, by about 38 percent (table 31). An
approximately 5 percent deflation rate in Taiwan compared with a 7 percent
U.S. inflation rate resulted in less appreciation of the new Taiwan dollar in
real terms than in nominal terms. 1In real terms, the new Taiwan dollar
appreciated against the U.S. dollar by about 24 percent during the same
period.
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Table 31

Exchange rates: 1/ Indexes of the nominal and real exchange rates between th
U.S. dollar and the Taiwan dollar, and indexes of producer prices in Taiwan
and the United States, 2/ by quarters, January 1986-March 1989

Taiwan
Nominal Real u.s.
exchange Producer exchange producer
rate price rate price
Period index index index 3/ index
1986:
Jan. -Mar... 100.0 100.0 100.0 100.0
Apr. -June.. 102.3 99.8 104.1 98.1
July -Sept.. 104.9 98.9 106.3 97.6
Oct. -Dec... 108.1 98.2 , . 108.4 o 98.0
1987 R . '
Jan, -Mar... 112.3 97.2 A 110.2 99.1
Apr. -June.. 121.1 96.4 116.0 100,7
July -Sept.. 128.8 95.7 121.0 101.9
Oct. -Dec... 132.9 94.7 122.9 102.3
1988: o . N L
Jan, -Mar... 137.2 , 93.3 124,5 102.8
Apr. -June.. 137.0 ) 94.5 123.7 104.7
- July -Sept.. - -136.6 95.5 122.9 106.1
Oct. -Dec... 138.4 95.4 123.8 106.6
1989:
Jan. -Mar... 4/ 4/ 4/ 109.0

1/ Based on exchange rates expressed in U.S. dollars per unit of foreign
currency.

2/ The producer prlce 1ndexes are aggregate measures of inflation at the
wholesale level in the United States and Taiwan. Quarterly producer prices in
the United States rose by 9.0 percent during January 1986-March 1989. Figures
for Taiwan.were unavailable for the first quarter of 1989. However, producer
prices fell by 4.6 percent from the first quarter of 1986 through the end of
1988.

3/ The real value of the Taiwan dollar is the nominal value adjusted for the
difference in inflatjon rates in the United States and Taiwan, as measured by
the producer price indexes in those countries.

4/ Data not available. .

Source: International Monetary Fund, International Financial Statistics,
April 1989,
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Federal Register / Vol. 54, No. 83 / Tuesday, May 2, 1989 / Notices

INTERNATIONAL TRADE
COMMISSION

{investigation No. 731-TA-433 (Preliminary)

Certain Raaldential Door Locks From
Talwan .

AGENCY: United States International
Trade Commission.

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

SUMMARY: The Commission hereby gives
notice of the institution of preliminary
antidumping investigation No. 731-TA-

433 (Preliminary) under section 733(a) of

the Tariff Act of 1930. as amended (18
U.S.C. 1673b(a)) to determine whether.
there is a reasonable indication that en
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 certain
residential door locks, provided for in
subheading 8301.40.60 of the
Harmonized Tariff Schedule of the
United States (previously reported under
item 648.9210 of the Tariff Schedules of
the United States), that are alleged to be
sold in the United States at less than fair
value (LTFV). As provided in section
733(a), the Commission must complete
preliminary antidumping investigations
in 45 days, or in this case by june 8,
1589, ,
For further information concerning the
conduct of this investigation and rules of
general application, consult the ,
Commission’s Rules of Practice and
Procedure, Part 207, subparts A and C
(19 CFR Part 207, as amended by
Commission interim rules published in
53 FR 33039 (August 29, 1988), 54 FR 5220
(February 2. 1989)), and Part 201,
subparts A through E {19 CFR Part 201,
as amended by Commission interim
rules published in 54 FR 13672, 13677
(April 5, 1989)). ,
EFFECTIVE DATE: April 24, 1389.
FOR FURTHER INFORMATION CONTACT:
Olympia Hund (202-252-1182), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the

Commission's TDD terminal on 202-252-

1810. Persons with mobility impairments
who will need special assistance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-252~1000.

SUPPLEMENTARY INFORMATION:

Background. This investigation is
being instituted in response to a petition
filed on April 24, 1989, by counsel on
behalf of the Ad Hoc Committee of Door
Lock Manufacturers.

Participationin the investigation.
Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
of the Commission, as provided in
§ 201.11 of the Commission’s rules (19
CFR 201.11), not later than seven (7)
days after publication of this notice in
the Federal Register. Any entry 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
service 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 201.18(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.

Limited disclosure of business
proprietary information under a
protective order. Pursuant to § 207.7(a)
of the Commission's rules (19 CFR
207.7(a)), the Secretary will make
available business proprietary
information gathered in this preliminary
investigation to authorized applicants
under a protective order, provided that
the application be made not later than
seven (7) days after the publication of
this notice in the Federal Register. A
separate service list will be maintained
by the Secretary for those parties
authorized to receive business
proprietary information under a
protective order. The Secretary will not
accept any submission by parties
containing business proprietary
information without a certificate of
service indicating that it has been
served on all the parties that are
authorized to receive such information
under a protective order.

Conference. The Director of
Operations of the Commission has
scheduled a conference in connection
with this investigation beginning at 9:30
a.m. on May 15, 1989, at the U.S.
International Trade Ccmmissien

Building, 500 E Street SW., WasJ

DC. Parties wishing to participate in the ‘

- conference should contact Olympia

Hand (202-252-1182) not later than May
11, 1989, to arrange for their appearance.
Parties in support of the imposition of
antidumping duties in this investigation
and parties in opposition to the
imposition of such duties will each be
collectively allocated one hour within
which to make an oral presentation at
the conference.

Weritten submissions. Any person may
submit to the Commission on or before
May 17, 1989, a written brief containing
information and arguments pertinent to
the subject matter of the investigation.
as provided in § 207.15 of the
Commission’s rules (19 CFR 207.15). A
signed original and fourteen (14) copies
of each submission must be filed with
the Secretary to the Commission in
accordance with § 201.8 of the
Commission's rules (19 CFR 201.8). All
written submissions except for business
proprietary information 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 information for which business
proprietary treatment is desired must be
submitted separately. The envelope ‘
all pages of such submissions mustn'
clearly labeled *‘Business Proprieta
Information.” Business proprietary
submissions and requests for business
proprietary treatment must conform
with the requirements of §§ 201.6 and
207.7 of the Commission's rules (18 CFR
201.6 and 207.7).

Parties which obtain disclosure of
business proprietary information
pursuant to § 207.7(a) of the

- Commission’s rules (19 CFR 207.7(a))

may comment on such information in
their written brief, and may also file
additional written comments on such
information no later than May 22, 1989.
Such additional comments must be
limited to comments on business
proprietary information received in or
after the posthearing briefs.

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

By order of the Commission.

Kenneth R. Mason,
Secretary. -
Issued: April 28, 1969.

{FR Doc. 89-10633 Filed .5-1-89: 8:45 am
BILLING CODE 7020-02-M
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DEPARTMENT OF COMMERCE

international Trade Administration
[A-583-807) )

Initiation of Antidumping Duty
Investigation; Certain Residential Door

Locks and Parts Thereof From Taiwan

AGENCY: Import Administration,
International Trade Administration,
Commerce.

ACTION: Notice.

SUMMARY: On the bagis of a petition
filed in proper form with the U.S.
Department of Commerce, we are
initiating an antidumping duty
investigation to determine whether
imports of certain residential door locks
and parts thereof (hereinafter referred to
as door locks) from Taiwan are being, or
are likely to be, sold in the United States
at less than fair value. We are notifying
the U.S. International Trade
Commission (ITC) of this action so that
it may determine whether imports of
door locks from Taiwan are materially
injuring, or threaten material injury to, a
U.S. industry. If this investigation
proceeds normally, the ITC will make its
preliminary determination on or before
June 8, 1989, If that determination is
affirmative, we will make a preliminary
determination on or before October 2,
1989.

EFFECTIVE DATE: May 22, 1989.

FOR FURTHER INFORMATION CONTACT: -
Eleanor Shea, Office of Antidumping
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230; telephone (202)
377-0184. -

SUPPLEMENTARY !NFORMA‘I‘ION: ’
The Petition - - '

On April 24, 1989, we received a
petition filed in proper form by the Ad
Hoc Committee of Door Lock
Manufacturers on behalf of the domestic
door lock industry. In compliance with
the filing requirements of 19 CFR 353.12,
petitioner alleges that imports of door
locks 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 Tariff Act of 1930,
as amended (the Act), and that these
imports are materially injuring, or
threaten material injury to aUS.
industry. -

Petitioner has alleged it has standing
to file the petition. Specifically.
petitioner has alleged that it is an

- interested party as defined under
section 771(9)(C) of the Act and that it

has filed the petition on behalf of & U.S.
industry producing the product that is
subject to this investigation. If any
interested party as described under
paragraphs (C), (D), (E). or (F) of section
771(9) of the Act wishes to register
support for, or opposition to, this
petition, please file written notification
with the Commerce officials cited in the
“FOR FURTHER INFORMATION CONTACT”
section of this notice.

United States Price and Foreign Market
Value

Petitioner's estimate of United States
Price is based on f.0.b. Taiwan prices to
wholesalers, exclusive of U.S. customs
and brokerage fees, ocean freight and
insurance. These prices were adjusted
for: (1) A credit expense and (2) foreign
inland freight.

Petitioner's estimate of foreign market
value (FMV) is based on gross prices at
the manufacturer’s facility in Taiwan to
unrelated wholesalers, exclusive of any
taxes, duties or freight. These prices
were adjusted for: (1) Standard
discounting and (2) packing expenses.

Based on a comparison of United
States Price and FMV, petitioner alleges
dumping margins ranging from 32
percent to 72 percent.

However, because certain

_adjustments to United States Price and

FMV were inadequately substantiated, -
the Department has made the followmg
adjustments:

In the calculation of United States Pnce.
we have eliminated the credit expense and
foreign inland freight adjustments.

In the calculation of Foreign Market Value, '

we have eliminated the packing expense
adjustment.

Based on a comparison of United
States Price and FMV, the Department
estimates dumping margins ranging from
28 percent to 67 percent. °

Initiation of Investigation

Under section 732(c) of the Act, we
must determine, within 20 days after a
petition is filed, whether it sets forth the
allegations necessary for the initiation
of an antidumping duty investigation,
and whether it contains information
reasonably available to the petitioner -
supporting the allegations. '

We examined the petition on certain
residential door locks from Taiwan and
found that it meets the requirements of

section 732(b} of the Act. Therefore, in -~

accordance with section 732 of the Act,
we are initiating.an antidumping duty
investigation to determine whether
imports of certain residential doorlocks
from Taiwan are being, or are likely to
be, sold in the United States at less than
fair value. If our investigation proceeds

normally, we will make a preliminary
determination by October 2, 1989.

Scope of Investigation

The United States has developed a -
system of tariff classification based on
the international harmonized system of
customs nomenclature. On January 1,
1989, the United States fully converted
to the Harmonized Tariff Schedule
(HTS). as provided for in section 1201 et
seq. of the Omnibus Trade and
Competitiveness Act of 1988. All
merchandise entered, or withdrawn
from warehouse, for consumption on or
after that date is now classified solely
according to-the appropriate HTS item
number(s).

The products covered by this
investigation include the following three
categories of residential door locks: (1)
Tubular or cylindrical, knob-operated
locksets with spring latches or dead
latches, whether face-plated or drive-in
type, including entry-handled sets; (2}
dead locks, whether face-plated or
drive-in type; and (3) lever-operated
locksets, whether face-plated or drive-in
type. All three categories are imported
from Taiwan and scld in any of the -
following forms: Fully assembled,
partially assembled, unassembled, or
parts relating thereto. These locks are
used in the United States residential
door lock market. This petition does not
cover door locks suitable for use with
garage, overhead or sliding doors, or
those suitable-for use in the commercial
market.

This merchandise is currem]y -
classifiable under HTS item .
8301.40.6030. The HTS item number is
provided for convenience and Customs
purposes. The written descnphon
remains dxsposmve R .

. Notification of ITC

Section 732(d) of the' Act requires us’
to notify the ITC of this action and to
provide it with the information we used
to arrive at this determination. We will
notify the ITC and make available to it
all nonprivileged and nonproprietary
information. We will allow the ITC
access to ail privileged and business
proprietary information in our files,
provided it confirms in writing that it
will not disclose such information either
publicly or under administrative
protective order without the written

‘consent of the Assistant Secretary for

Import Administration. .
Prehrmnary Determination by lTC

The ITC will determine by June 8,
1989, whether there is a reasonabie
indication that imports of certain
residential door locks from Taiwan are
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materially injuring, or threaten material

injury to, a U.S. industry. If its

determination is negative, the ' ’

investigation will be terminated:

otherwise, it will proceed according to

statutory and regulatory procedures. -
This notice is published pursuant to

section 732(c){2) of the Act.

Eric L. Garfinkel,

Assistant Secretary for Import

Administration.

May 15, 1989.

[FR Doc. 89-12115 Filed 5-19-89; 8:45 am]
BILLING CODE 3510-DS—M :
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Incernationsl Trede Adminiatrasion
Washingeon. D.C. 20230 "
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I/ @\ UNITED STATES DEPARTMENT OF COMMSRCS

Lynn Featharstone

Director ~JN  Tiese
Ooftice of Investigations ‘

U.S. International Trade Commission

500 E Street, S.W.

Washington, D.C. 20436

Re: Antidumping Duty Investigation of Cthain Residential Door
Locka and Parts Thereof from Taiwan (A-583-807)

Dear Mr. Featharstone:

The purposo of this letter is to notify you that the Department of
. Commerce has clarified the scope of investigation, as published in
our notice of initiation (54 FR 21999, May 22, 1989) in the
above-referenced investigation. The claritiod scope, which we
intend to include in our questionnaires to be issued next week,
contains the same language as that published in the ITC'’s notice
of initiation. The language is as follows:

The products covered by this investigation include the following
three categories of residential door locks: (1) tubular or
cylindrical knob-operated locksets with spring latches or dead
latches, whether face-plated or drive-in type, including
entry-handled sets; (2) dead locks, whether face-plated or
drive-in type: and (3) lever-operatad locksets, whether
face-plated or drive-in type. All three categories are imported
from Taiwan and sold in any of the following forms: fully
assembled, partially assembled, unassembled, or parts relating
thereto.

Residential door locks are differentiated from other door locks
(i.e., those for commercial or other uses) by the size of the
face-plate or housing assembly, as follows: (1) with a
face~plated spring lock/latch, dead latch or dead bolt, the unit
has (a) a face-plate size of 1 inch or less (plus a tolerance of
+1/16 inch) in width, regardless of length; or (b) an outside
diameter of the latch or dead bolt housing assembly of 7/8 inch or
less (plus a tolerance of +1/16 inch) in outside diameter: or (2)
if a drive-in type spring lock/latch, dead latch or dead bolt, the
unit has a housing assembly (including the sleeve retaining
device) of 1 inch or less (plus a tolerancea of +1/16 inch) in
outside diameter. These door locks are typically used in the
construction of new one- and two-family dwellings, apartment
buildings, condominiums, and mobile and prefabricated homes and in
the replacement or retrofitting of existing locks in these
dwaellings. This merchandise is currently classifiable under HTS
item 8301.40.6030. This category does not include door locks
suitable for use with garage, overhead, or sliding doors. The
written description remains dispesitive. L

W

s>



26,0789 15:52 A-68 NO. 691 Foe3

‘2-

If you have any questions regarding this clarification of the
scope, please contact Eleanor Shea at 377-0184 or me at 377-0161.

Sincerely,

Gary Taverman
Acting Division Director
Office of Antidumping Investigations
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LIST OF WITNESSES
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LIST OF WITNESSES
Investigation No. 731-TA-433 (Preliminary)
RESIDENTIAL DOOR LOCKS FROM TAIWAN

Those listed below appeared at the United States International Trade
Commission’s conference held in comnnection with the subject investigation on
May 15, 1989, in the main Hearing Room 101 of the USITC Building, 500 E Street
SW, Washington, D.C.

In support of the imposition of antidumping duties;
Steptoe & Johnson
Washington D.C.
on beha of
Ad Hoc Committee of Door Lock Manufacturers
New York, NY '

David Hersh, Chairman of the Ad Hoc Committee of
Door Lock Manufacturers

David Lasier, President of Schlage Lock Company |
San Francisco, CA

Richard Hudnut, Product Standards Coordination
Builders Hardware Manufacturers Association
New York, NY

Robert Marotto, Vice President for Engineering
Dexter Lock Company, Auburn, AL

James Connors, President of Weiser Lock
Huntington Beach, CA

Arthur Leva, President of National Lock Corporation
Sikeston, MO .

Jack Wood, Vice President for Business Development
Kwikset Corporation, Anaheim, CA

Bruce Malashevich, President of Economic Consulting Services
Washington, D.C.

Olin L. Wethington)
Anthony J. LaRocca)--0F COUNSEL
Deborah A. Lamb)
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e impositi tid ing duties:
runfeld, Desiderio, Lebowitz & Silverman
Washington, D.C. & New York, NY
on behalf of -
Taiwanese producers:
Tong Lung Metal Industry Co.
Taiwan Fu-Hsing Industry Co.
Posse Lock Manufacturing Co., Ltd.

George Paicurich, Principal, Meadow Creek Hardware Inc.
Albuquerque, NM

Wes Koser, Vice-President for Systems and Finance
Butter Company, Germantown, WI .

Max F. Schutzman)--OF COUNSEL
Browhstein, Zeidman & Schomer
Washington, D.C.
on_be )
Home Depot Inc., Atlanta, GA
Bruce Berg, Senior Vice President of Merchandising
Robert Haimsohn, Director of Imports

Susan L. Saparow, In-house Corporate Counsel

Steven Kersner)--OF COUNSEL
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APPENDIX C

IMPACT OF IMPORTS ON U.S. PRODUCERS’ EXISTING DEVELOPMENT AND PRODUCTION
EFFORTS (INCLUDING EFFORTS TO DEVELOP A DERIVATIVE OR MORE ADVANCED VERSION
OF THE LIKE PRODUCT), GROWTH, INVESTMENTS, AND ABILITY TO RAISE CAPITAL
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The Commission requested U.S. producers to describe and explain the
actual and potential negative effects, if any, of imports of residential di
locks from Taiwan on their existing development and production efforts,
growth, investments, and ability to raise capital. Responses by seven of the
eight major producers (Harloc did not respond) are shown below:

—

* * * * X % *



