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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-1070B (Second Review)

Certain Tissue Paper Products from China

DETERMINATION

On the basis of the record® developed in the subject five-year review, the United States
International Trade Commission (“Commission”) determines, pursuant to the Tariff Act of 1930
(“the Act”), that revocation of the antidumping duty order on certain tissue paper products
from China would be likely to lead to continuation or recurrence of material injury to an
industry in the United States within a reasonably foreseeable time.

BACKGROUND

The Commission, pursuant to section 751(c) of the Act (19 U.S.C. 1675(c)), instituted this
review onJune 1, 2015 (80 F.R. 31065) and determined on September 4, 2015 that it would
conduct a full review (80 F.R. 57386, September 23, 2015). Notice of the scheduling of the
Commission’s review and of a public hearing to be held in connection therewith was given by
posting copies of the notice in the Office of the Secretary, U.S. International Trade Commission,
Washington, DC, and by publishing the notice in the Federal Register on January 13, 2016 (81
F.R. 1643). The hearing was cancelled at the request of the domestic interested parties. The
notice of cancellation of the hearing was published in the Federal Register on April 18, 2016 (81
F.R.22632).

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure
(19 CFR 207.2(f)).




















































































PART I: INTRODUCTION

BACKGROUND

OnJune 1, 2015, the U.S. International Trade Commission (“Commission” or “USITC”)
gave notice, pursuant to section 751(c) of the Tariff Act of 1930, as amended (“the Act”), that it
had instituted a review to determine whether revocation the antidumping duty order on
certain tissue paper products from China would likely lead to the continuation or recurrence of
material injury to a domestic industry.?* On September 4, 2015, the Commission determined
that it would conduct a full review pursuant to section 751(c)(5) of the Act.* The following
tabulation presents information relating to the background and schedule of this proceeding:®

Effective date Action
June 1, 2015 Commission’s institution of five-year review (80 FR 31065)
June 1, 2015 Commerce’s initiation of five-year review (80 FR 31012)
Commission’s determination to conduct a full five-year review (80 FR 57386,
September 4, 2015 September 23, 2015)
Commerce’s final results of the expedited five-year review of the
October 2, 2015 antidumping duty order on tissue paper from China (80 FR 59734)
January 13, 2016 Commission’s scheduling of the review (81 FR 1643)

Scheduled date for the Commission’s hearing (the hearing was cancelled
pursuant to the Commission’s notice of cancellation of hearing for full five-
April 28, 2016 (Cancelled) |year review (81 FR 22632, April 18, 2016))

June 8, 2016 Commission’s vote

June 23, 2016 Commission’s determination and views

119 U.S.C. 1675(c).

2 Certain Tissue Paper Products from China: Institution of a Five-Year Review, 80 FR 31065, June 1,
2015. All interested parties were requested to respond to this notice by submitting the information
requested by the Commission.

¥ In accordance with section 751(c) of the Act, the U.S. Department of Commerce (“Commerce”)
published a notice of initiation of a five-year review of the subject antidumping order concurrently with
the Commission’s notice of institution. Initiation of Five-Year (“Sunset”) Review, 80 FR 31012, June 1,
2015.

* Commission Determination to Conduct a Full Five-Year Review, 80 FR 57386, September 23, 2015.
The Commission found that the domestic interested party group response to its notice of institution was
adequate and that the respondent interested party group response was inadequate. Notwithstanding,
the Commission found that other circumstances warranted conducting a full review.

® The Commission’s notice of institution, notice to conduct a full review, scheduling notice, and
statement on adequacy are referenced in app. A and may also be found at the Commission’s web site
(internet address www.usitc.gov). Commissioners’ votes on whether to conduct a full review may also
be found at the web site. App. B contains the request of U.S. producers to cancel the hearing.



The original investigation

The original investigation resulted from petitions filed on February 17, 2004 with
Commerce and the Commission by Seaman Paper Co. of Massachusetts (“Seaman”); American
Crepe Corporation (“American Crepe”); Eagle Tissue, LLC (“Eagle™); Flower City Tissue Mills Co.
(“Flower City”); Garlock Printing & Converting, Inc. (“Garlock™); Paper Service Ltd. (“Paper
Service”); Putney Paper Co., Ltd. (“Putney”); and the Paper, Allied-Industrial, Chemical and
Energy Workers International Union AFL-CIO, CLC (“PACE”). The petitions covered both tissue
paper and crepe paper. However, the Commission’s investigation proceeded in two parts in the
final phase — identified in the investigation number by the suffixes A for crepe paper and B for
tissue paper — because Commerce found tissue paper and crepe paper to be separate products
and made an earlier determination with respect to its crepe paper investigation.®

On February 14, 2005, Commerce made an affirmative final less than fair value (“LTFV”)
determination with respect to tissue paper from China.” On March 21, 2005, the Commission
completed its final phase investigation, determining that an industry in the United States was
materially injured by reason of subject imports of tissue paper from China.?°

Cleo Inc. (“Cleo”), its subsidiary Crystal Creative Products, Inc. (“Crystal”) (at the time a
leading importer of tissue paper), and Target Corp. (“Target”) (at the time a purchaser and
importer of tissue paper) appealed the Commission’s affirmative determination to the United
States Court of International Trade (“CIT”) and later to the United States Court of Appeals for
the Federal Circuit (“Federal Circuit”). On August 31, 2006, the CIT sustained the Commission’s

® Certain Tissue Paper Products and Crepe Paper Products from China, Investigation No. 731-TA-1070
(Preliminary), USITC Publication 3682, April 2004, pp. 6-11 and Certain Crepe Paper Products from China,
Investigation No. 731-TA-1070A (Final), USITC Publication 3749, January 2005, p. 3.

" Notice of Final Determination of Sales at Less Than Fair Value: Certain Tissue Paper Products from
the People’s Republic of China, 70 FR 7475, February 14, 2005. In its final determination, Commerce
found that both mandatory respondents, China National Aero-Technology Import & Export Xiamen
Corporation (“China National”) and Fujian Naoshan Paper Industry Group, Co., Ltd. (*Fujian Naoshan”),
had failed to cooperate. Commerce applied total adverse facts available to those respondents and
assigned the highest corroborated rate (112.64 percent ad valorem) to China National, Fujian Naoshan
and all other Chinese exporters qualified to receive a separate rate. The same 112.64 percent ad
valorem rate was assigned to the “PRC-wide” entity.

8 Certain Tissue Paper Products from China: Determination, 70 FR 15350, March 25, 2005.

%In the original investigation, Commissioners Koplan, Hillman, and Lane made an affirmative
determination that a single domestic industry consisting of bulk and consumer tissue paper was
materially injured by reason of subject imports. See Certain Tissue Products from China, Investigation
No. 731-TA-1070B (Review), USITC Publication 3758, March 2005, p. 8. Commissioners Okun, Miller, and
Pearson determined that there were two domestic like products consisting of consumer tissue paper
and bulk tissue paper and that the domestic industry producing bulk tissue paper was materially injured
by reason of subject imports. They further determined that the domestic industry producing consumer
tissue paper was neither materially injured nor threatened with material injury by reason of subject
imports from China. Ibid., p. 27.



affirmative determination in all respects and on September 10, 2007, the Federal Circuit
affirmed the judgment of the CIT.*

First five-year review

On February 1, 2010, the Commission instituted the first five-year review of the order
and, on May 7, 2010, gave notice that it would conduct an expedited review.'* On July 1, 2010,
the Commission determined that revocation of the antidumping duty order would be likely to
lead to continuation or recurrence of material injury to an industry in the United States within a
reasonably foreseeable time.*? ** Following affirmative determinations by Commerce and the
Commission, Commerce issued a continuation of the antidumping order. There was no
litigation concerning the Commission’s determination in its first five-year review.

SUMMARY DATA

Table I-1 and figure I-1 present summary data from the original investigation, first
expedited five-year review, and the current full five-year review. Since the order entered into
effect, the subject imports’ share of apparent U.S. consumption, by quantity, decreased from
*** percent in 2003 to *** percent in 2015. The majority of subject imports in 2015 were
reported by ***.»° The quantity of apparent U.S. consumption was 14.4 percent lower in 2015
than in 2003; however, the value of apparent U.S. consumption was 22.3 percent higher. The
quantity of U.S. producers’ U.S. shipments was 2.6 percent lower in 2015 than in 2003, while
the value of U.S. producers’ U.S. shipments was 40.8 percent higher.

19 Cleo, Inc. v. United States, Slip Op. 06-131 (Ct. Int’l Trade Aug. 31, 2006), aff'd, 501 F.3d 1291,
1297-99 (Fed. Cir. 2007).

! Tissue Paper Products from China: Institution of a Five-Year Review, 75 FR 5115, February 1, 2010
and Certain Tissue Paper Products from China: Scheduling of an Expedited Five-Year Review, 75 FR
28061, May 19, 2010, respectively.

12 Certain Tissue Paper Products from China: Determination, 75 FR 39277-78, July 8, 2010.

3 1n the first review, Commissioners Okun and Pearson found two domestic like products consisting
of bulk tissue paper and consumer tissue paper. They made an affirmative determination with respect to
bulk tissue paper and a negative determination with respect to consumer tissue paper. See Certain
Tissue Products from China, Investigation No. 731-TA-1070B (Review), USITC Publication 4165, July 2010,
p. 23.

1 Certain Tissue Paper Products from the People’s Republic of China: Final Results of Expedited Sunset
Review, 75 FR 32910, June 10, 2010.

1> Certain Tissue Paper Products from the People’s Republic of China: Final Results of the 2008-2009
Antidumping Duty Administrative Review, 75 FR 63809, October 18, 2010.



Table I-1

Tissue paper: Comparative data from the original investigation, first review, and current review,

2003, 2009, and 2015

Calendar year

ltem 2003 | 2009 | 2015
Quantity (1,000 sq meters)
U.S. consumption quantity 2,363,074 | wor | 2,023,784
Share of quantity (percent)
Share of U.S. consumption:
U.S. producers' share 70.9 Fhk 80.6
U.S. importers' share:
Chlna *k%k *k%k *k%k
All other sources rrx o rrx
Total imports 29.1 rxk 19.4
Value (1,000 dollars)
U.S. consumption 130,701 | hokk | 159,882
Share of value (percent)
Share of U.S. consumption:
U.S. producers' share 71.8 Fhk 82.7
U.S. importers' share:
Chlna *k%k *kk *k%k
All other sources rrx rxk rrx
Total imports 28.2 rkk 17.3

Quantity (1,000 sq

value (dollars per 1,000 sg meters)

meters); value (1,000 dollars); and unit

U.S. imports® from

China:
Quantity *xx 137,610 *xx
Value Fxx 6,242 Fxx
Unit value rxx $45.36 s
All other sources:
Quantity i 374,219 b
Value rxx 16,655 *xx
Unit value Fxx $44.51 Frx
All countries:
Quantity 687,753 511,829 391,689
Value 36,822 22,897 27,713
Unit value $53.54 $44.73 $70.75

Table continued on next page.




Table I-1--Continued

Tissue paper: Comparative data from the original investigation, first review, and current review,

2003, 2009, and 2015

Calendar year

ltem 2003 | 2009 | 2015
Quantity (1,000 sgq meters); value (1,000 dollars); and unit
value (dollars per 1,000 sq meters)
U.S. industry:
Capacity (quantity) 3,814,081 o 4,181,917
Production (quantity) 1,730,868 *rk 1,700,914
Capacity utilization (percent) 454 i 40.7
U.S. shipments:
Quantity 1,675,321 il 1,632,095
Value 93,879 il 132,169
Unit value $56.04 ok $80.98
Ending inventory 376,345 i 229,935
Production workers 428 *rk 420
Hours worked (1,000) 1,018 i 835
Wages paid (1,000 dollars) 13,805 o 16,895
Hourly wages $13.57 ok $20.23
Productivity (square meters per
hour) 1,701.1 il 2,037.0
Financial data:
Net sales:
Quantity 1,606,772 il 1,688,936
Value 91,934 il 138,444
Unit value $57.22 ok $81.97
Cost of goods sold 66,918 xxk 103,239
Gross profit or (loss) 25,016 i 35,205
SG&A expense 21,403 il 24,281
Operating income or (loss) 3,613 il 10,924
Unit COGS $41.65 il $61.13
Unit operating income $2.25 il $6.47
COGS/ Sales (percent) 72.8 i 74.6
Operating income or (loss)/
Sales (percent) 3.9 il 7.9

' Less than 0.05 percent.

2 Data from the original investigation (i.e., 2003) reflect U.S. importers' U.S. shipments of imports.

% Data not available.

Source: Compiled from Investigation No. 731-1070B (Review): Certain Tissue Paper Products from China
— Staff Report, INV-HH-059, June 3, 2010 and data submitted in response to Commission questionnaires.




Figure I-1
Tissue paper: Apparent U.S. consumption, 2001-15

PREVIOUS AND RELATED INVESTIGATIONS

The subject product has not been the subject of any prior antidumping or countervailing
duty investigations in the United States. In a related investigation, the Commission issued an
affirmative determination of injury with respect to crepe paper from China on January 18,
2005." The antidumping duty order on crepe paper from China remains in effect as of the date
of this report.*’

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Statutory criteria

Section 751(c) of the Act requires Commerce and the Commission to conduct a review
no later than five years after the issuance of an antidumping or countervailing duty order or the
suspension of an investigation to determine whether revocation of the order or termination of
the suspended investigation “would be likely to lead to continuation or recurrence of dumping
or a countervailable subsidy (as the case may be) and of material injury.”

Section 752(a) of the Act provides that in making its determination of likelihood of
continuation or recurrence of material injury--

(1) IN GENERAL.-- . . . the Commission shall determine whether revocation of an
order, or termination of a suspended investigation, would be likely to lead to
continuation or recurrence of material injury within a reasonably foreseeable
time. The Commission shall consider the likely volume, price effect, and impact
of imports of the subject merchandise on the industry if the order is revoked or
the suspended investigation is terminated. The Commission shall take into
account--

(A) its prior injury determinations, including the volume, price
effect, and impact of imports of the subject merchandise on the industry
before the order was issued or the suspension agreement was accepted,

(B) whether any improvement in the state of the industry is
related to the order or the suspension agreement,

(C) whether the industry is vulnerable to material injury if the
order is revoked or the suspension agreement is terminated, and

16 Certain Crepe Paper Products from China, 70 FR 3385, January 24, 2005.
17 Certain Crepe Paper Products from the People’s Republic of China: Continuation of Antidumping
Order, 80 FR 57149, September 22, 2015.



(D) in an antidumping proceeding . . ., (Commerce’s findings)
regarding duty absorption . . ..

(2) VOLUME.--In evaluating the likely volume of imports of the subject
merchandise if the order is revoked or the suspended investigation is terminated,
the Commission shall consider whether the likely volume of imports of the
subject merchandise would be significant if the order is revoked or the
suspended investigation is terminated, either in absolute terms or relative to
production or consumption in the United States. In so doing, the Commission
shall consider all relevant economic factors, including--

(A) any likely increase in production capacity or existing unused
production capacity in the exporting country,

(B) existing inventories of the subject merchandise, or likely
increases in inventories,

(C) the existence of barriers to the importation of such
merchandise into countries other than the United States, and

(D) the potential for product-shifting if production facilities in
the foreign country, which can be used to produce the subject
merchandise, are currently being used to produce other products.

(3) PRICE.--In evaluating the likely price effects of imports of the subject
merchandise if the order is revoked or the suspended investigation is terminated,
the Commission shall consider whether--

(A) there is likely to be significant price underselling by imports
of the subject merchandise as compared to domestic like products, and

(B) imports of the subject merchandise are likely to enter the
United States at prices that otherwise would have a significant
depressing or suppressing effect on the price of domestic like products.

(4) IMPACT ON THE INDUSTRY.--In evaluating the likely impact of imports of the
subject merchandise on the industry if the order is revoked or the suspended
investigation is terminated, the Commission shall consider all relevant economic
factors which are likely to have a bearing on the state of the industry in the
United States, including, but not limited to—

(A) likely declines in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity,

(B) likely negative effects on cash flow, inventories, employment,
wages, growth, ability to raise capital, and investment, and

(C) likely negative effects on the existing development and
production efforts of the industry, including efforts to develop a
derivative or more advanced version of the domestic like product.

The Commission shall evaluate all such relevant economic factors . . . within the
context of the business cycle and the conditions of competition that are
distinctive to the affected industry.



Section 752(a)(6) of the Act states further that in making its determination, “the
Commission may consider the magnitude of the margin of dumping or the magnitude of the net
countervailable subsidy. If a countervailable subsidy is involved, the Commission shall consider
information regarding the nature of the countervailable subsidy and whether the subsidy is a
subsidy described in Article 3 or 6.1 of the Subsidies Agreement.”

Organization of report

Information obtained during the course of the review that relates to the statutory
criteria is presented throughout this report. A summary of trade and financial data for bulk
tissue paper, consumer tissue paper, and all tissue paper as collected in the review is presented
in appendix C.* U.S. industry data are based on the questionnaire responses of six U.S.
producers of tissue paper that are believed to have accounted for essentially all domestic
production of tissue paper in 2015. U.S. import data and related information are based on
proprietary U.S. Customs and Border Protection (“Customs”) data and the 13 questionnaire
responses of U.S. importers of tissue paper that are believed to have accounted for *** percent
of the subject imports from China and 66.4 percent of all tissue paper imports during 2015.
Foreign industry data and related information are based on the questionnaire responses of two
producers and one exporter of tissue paper from China. These firms are believed to account for
a only small percentage of production in China but *** percent of exports of tissue paper from
China to the United States during 2015. Responses by U.S. producers, importers, purchasers,
and foreign producers of tissue paper to a series of questions concerning the significance of the
existing antidumping order and the likely effects of revocation of that order are presented in
appendix D.

COMMERCE’S REVIEWS
Administrative reviews

Commerce has completed four administrative reviews of the outstanding antidumping
duty order on tissue paper from China.*® The results of the administrative reviews are shown in
table I-2. In its fourth administrative review (2008-2009) of the antidumping duty order
Commerce determined that Max Fortune withheld information regarding the identities of
certain tissue paper suppliers. Because Max Fortune failed to cooperate in the administrative
review, Commerce assigned it a total adverse facts available rate of 112.64 percent.?

18 Historical data are presented separately in app. C.

9 For previously reviewed or investigated companies not included in an administrative review, the
cash deposit rate continues to be the company-specific rate published for the most recent period.

2 Certain Tissue Paper Products from the People’s Republic of China: Final Results of the 2008-2009
Antidumping Duty Administrative Review, 75 FR 63809, October 18, 2010.



Commerce assigned Seaman Paper Asia a rate of 0.0 percent in the fourth administrative

review.?

Table I-2

Tissue paper: Administrative reviews of the antidumping duty order for China

Date results published

Period of review

Producer or exporter

Margin (percent)

72 FR 58642 (October September 21, 2004 — Max Fortune............. 0.07
16, 2007) February 28, 2006 Max Fortune PRC-Wide............ 112.64
73 FR 58113 (October March 1, 2006 — Max Fortune.............. 0.0
6, 2008) February 28, 2007 Max Fortune PRC-Wide............ 112.64
74 FR 52176 (October March 1, 2007 — Max Fortune........... 14.25
9, 2009) February 29, 2008 Max Fortune PRC-Wide............ 112.64
Max Fortune......... 112.64
75 FR 63806 (October March 1, 2008 — Max Fortune Seaman Paper Asia....0.0
18, 2010) February 28, 2009 Seaman Paper Asia PRC-Wide............ 112.64

Source: Cited Federal Register notices.

Scope inquiry reviews

In response to separate scope ruling requests from Walgreen Co. and QVC Corporation,
Commerce determined on September 19, 2008, that tissue paper packaged together with non-
subject merchandise (e.g. gift boxes, ribbons, wrapping paper) is within the scope of the
antidumping duty order.?? On September 16, 2014, Laramite West, Inc. d/b/a Darice Inc.
requested a scope ruling concerning “Tissue Tassels” and “Tissue Poms.” On October 20, 2014,
Commerce determined that both items are within the scope of the antidumping duty order.?®

Anti-circumvention findings

Commerce has conducted four anti-circumvention investigations:
e On October 3, 2008, Commerce determined that tissue paper products made from
Chinese origin jumbo rolls but cut and finished by Vietnam Quijiang Paper Co., Ltd. in
Vietnam were circumventing the antidumping duty order on tissue paper from China.?*
e OnJune 19, 2009, Commerce determined that certain tissue paper products exported to
the United States from Thailand by Sunlake Décor Co., Ltd. were made from jumbo rolls

21 Seaman Paper Asia is a wholly owned subsidiary of Seaman. The two entities submitted a
combined response to the U.S. importers’ questionnaire. ***, Domestic Interested Parties’ Response to
Notice of Institution, June 30, 2015, p.11.

%2 Notice of Scope Rulings, 73 FR 72771-72, December 1, 2008.

% Notice of Scope Rulings, 80 FR 22969-971, April 24, 2015.

24 Certain Tissue Paper Products from the People’s Republic of China: Affirmative Final Determination
of Circumvention of the Antidumping Duty Order, 73 FR 57591-94, October 3, 2008.




and/or cut sheets of tissue paper produced in China, and were circumventing the
antidumping duty order on tissue paper from China.”®

e OnAugust5, 2011, Commerce determined that certain tissue paper products produced
by Max Fortune (Vietnam) Paper Products Company, Ltd. and exported to the United
States were made from jumbo rolls and/or cut sheets of tissue paper produced in the
China and were circumventing the antidumping duty order on tissue paper from China.?®

e OnlJuly 3, 2013, Commerce determined that imports of tissue paper processed by A.R.
Printing and Packaging India Pvt. Ltd. in India and exported to the United States were
circumventing the antidumping duty order on tissue paper from China.”’

Five-year reviews
Commerce has issued the final results of its second five-year review with respect to

tissue paper from China.?® Table I-3 presents the dumping margins calculated by Commerce in
its original investigation, first five-year review, and second five-year review.

2 Certain Tissue Paper Products from the People’s Republic of China: Affirmative Final Determination
of Circumvention of the Antidumping Duty Order, 74 FR 29172-74, June 19, 2009.

% Certain Tissue Paper Products from the People’s Republic of China: Affirmative Final Determination
of Circumvention of the Antidumping Order, 76 FR 47551-55, August 5, 2011.

2T Certain Tissue Paper Products from the People’s Republic of China: Affirmative Final Determination
of Circumvention of the Antidumping Duty Order, 78 FR 40101-02, July 3, 2013.

8 Final Results of Expedited Sunset Review of the Antidumping Duty Order, 80 FR 59734, October 2,
2015.

[-10



Table I-3

Tissue paper: Commerce’s original investigation, first five-year review, and second five-year
review dumping margins for producers/exporters in China

Original margin

First five-year review

Second five-year
review margin

Producer/exporter (percent) margin (percent) (percent)
BA Marketing 112.64 112.64 @)
Everlasting 112.64 112.64 §)
Fujian Nanping 112.64 112.64 (1)
Fuzhou Light 112.64 112.64 §)
Guilin Qifeng 112.64 112.64 §)
Max Fortune 112.64 112.64 0
Ningbo Spring 112.64 112.64 §)
Qingdao Wenlong 112.64 112.64 0
Samsam 112.64 112.64 §)
PRC-wide 112.64 112.64 112.64

' Commerce reported final results of its second Sunset Review as follows: “Pursuant to sections 751(c)(1)
and 752(c)(1) and (3) of the Act, we determine that revocation of the antidumping duty order on tissue
paper from the PRC would be likely to lead to continuation or recurrence of dumping, and that the
magnitude of the margins of dumping likely to prevail would be at weighted-average margins up to 112.64

percent.”

Source: Amended Final Affirmative Determination of Sales at Less than Fair Value and Antidumping Duty
Order, 70 FR 16223, March 30, 2005; Final Results of Expedited Sunset Review of the Antidumping Duty
Order, 75 FR 32910 June 10, 2010; Final Results of Expedited Sunset Review of the Antidumping Duty

Order, 80 FR 59734, October 2, 2015.

THE SUBJECT MERCHANDISE

Commerce’s scope?

Commerce has defined the scope of this review as follows:
...cut-to-length sheets of tissue paper having a basis weight not exceeding
29 grams per square meter. Tissue paper products subject to this order
may or may not be bleached, dye-colored, surface-colored, glazed,
surface decorated or printed, sequined, crinkled, embossed, and/or die
cut. The tissue paper subject to this order is in the form of cut-to-length
sheets of tissue paper with a width equal to or greater than one-half (0.5)
inch. Subject tissue paper may be flat or folded, and may be packaged by
banding or wrapping with paper or film, by placing in plastic or film bags,
and/or by placing in boxes for distribution and use by the ultimate

29 Commerce, International Trade Administration, Issues and Decision Memorandum for the Final
Results of the Expedited Second Sunset Review of the Antidumping Duty Order on Certain Tissue Paper
Products from the People’s Republic of China, September 25, 2015.

I-11




consumer. Packages of tissue paper subject to this order may consist
solely of tissue paper of one color and/or style, or may contain multiple
colors and/or styles.

The merchandise subject to this order does not have specific classification
numbers assigned to them under the Harmonized Tariff Schedule of the
United States (HTSUS). Subject merchandise may be under one or more of
several different subheadings, including: 4802.30, 4802.54, 4802.61,
4802.62, 4802.69, 4804.31.1000, 4804.31.2000, 4804.31.4020,
4804.31.4040, 4804.31.6000, 4804.39, 4805.91.1090, 4805.91.5000,
4805.91.7000, 4806.40, 4808.30, 4808.90, 4811.90, 4823.90, 4802.50.00,
4802.90.00, 4805.91.90, 9505.90.40. The tariff classifications are
provided for convenience and customs purposes; however, the written
description of the scope of this order is dispositive.*

Excluded from the scope of this order are the following tissue paper
products: (1) tissue paper products that are coated in wax, paraffin, or
polymers, of a kind used in floral and food service applications; (2) tissue
paper products that have been perforated, embossed, or die-cut to the
shape of a toilet seat, i.e., disposable sanitary covers for toilet seats; and
(3) toilet or facial tissue stock towel or napkin stock, paper of a kind used
for household or sanitary purposes, cellulose wadding, and webs of
cellulose fibers (HTSUS 4803.00.20.00 and 4803.00.40.00).

Tariff treatment

U.S. imports of the subject tissue paper are provided for in HTS subheadings 4804.39.40
(uncoated kraft wrapping paper), 4811.90.40 (lightweight paper in rectangular sheets, of
cellulose fibers, in particular dimensions), 4811.90.60 (midweight cellulose paper sheets), and
4811.90.90 (nonenumerated cellulose paper, in sheets), and are reported under HTS statistical
reporting numbers 4804.39.4041, 4811.90.4010, 4811.90.6010, and 4811.90.9010. Tissue
paper imported under these HTS subheadings and produced in China is accorded a column 1-
general duty rate of “free.” The Commission’s identification of these HTS provisions is based on
information available to it and is not binding on Customs.™

% 0n January 30, 2007, at the direction of Customs, Commerce added the following HTSUS
classifications to the scope for tissue paper: 4802.54.3100, 4802.54.6100, and 4823.90.6700. However,
the corresponding six digit classifications for these numbers were already listed in the scope.

% Domestic Interested Parties believe that, though these four statistical reporting numbers are
specific to the subject product, it continues to be imported under the basket categories in use prior to
the conclusion of the investigation. Thus, official statistics may understate the volume of subject imports
from China. Domestic Interested Parties’ Response to Notice of Institution, June 30, 2015, pp. 12-13.

[-12



THE PRODUCT
Description and applications

Subject tissue paper is of a class of lightweight paper (no greater than 29 grams per
square meter) with a gauze-like, fairly transparent appearance. Tissue paper is used to wrap
products within a box or bag, for decorative purposes, or as a lightweight gift wrap. Certain
tissue paper products are cut-to-length sheets that are produced from rolls of flat tissue paper
(i.e., jumbo rolls)* and are sold either flat or folded. Basis weights for subject tissue paper
products reportedly range from 13.8 grams per square meter to 24.4 grams per square meter,
and the ink for printed designs may add an additional 4.9 to 6.5 grams per square meter.

Although subject tissue paper is available in standard or custom colors or printed
designs, white tissue paper is a large part of the U.S. market. The industry recognizes four
different grades of white tissue paper based on the whiteness and brightness of the tissue
paper. Lower grades of white tissue paper reportedly have little decorative value and are used
principally as dunnage to stuff or wrap items such as shoes and handbags.

The tissue paper covered by this proceeding is generally sold in two forms, consumer
and bulk. Consumer tissue paper is sold packaged for retail sale to consumers, while bulk tissue
paper typically is used by businesses as a wrap to protect consumer purchases. Both forms are
converted from jumbo rolls of flat tissue paper and sold in a range of dimensions, frequently in
white or solid colors. In terms of form, bulk tissue is typically sold in flat sheets, but is also sold
in quire-folded sheets (in which a stack of sheets is folded as a unit). Consumer tissue paper is
typically sold in folds, although it is occasionally sold in flat format. In terms of sheet count, bulk
tissue is typically sold by the ream (480-500 sheets), but may also be sold in half reams (250
sheets) or in multiple ream packaging. Consumer tissue is typically sold packaged for sale as a
retail item in smaller quantities, although sheet counts for seasonal packages and club counts
range from 90 to 400 sheets.

*xx 34

Manufacturing processes*

The domestic industry producing certain tissue paper products includes firms that
manufacture and convert jumbo rolls of flat tissue paper and firms that convert purchased
jumbo rolls. Typically, the U.S. paper mills that make rolls of flat tissue paper do not have pulp
mills, and therefore rely on purchases of market pulp and/or waste paper. Bales of dried pulp

32 Unless otherwise noted, this information is based on Certain Tissue Paper Products from China,
Investigation No. 731-TA-1070B (Review), USITC Publication 4165, July 2010, p. I-13.

% Subject tissue paper is made from flat rather than dry-creped tissue paper, the latter of which is
used for sanitary or household purposes.

% U.S. producers’ questionnaire response, section 1V-15.

% This information is based on Certain Tissue Paper Products from China, Investigation No. 731-TA-
1070B (Review), USITC Publication 4165, July 2010, pp. I-13 through I-14 and ***,

[-13



and/or waste paper are fed into a repulper (essentially a very large blender) along with water,
dyes, and chemical additives. A revolving agitator stirs the mixture, separating the individual
wood fibers. Refiners clean and condition the resulting pulp slurry, which is then pumped to
storage chests.

Next, the pulp slurry is pumped to the “wet end” of the paper machine, which forms a
thin sheet of pulp in a continuous process. Water drains from the sheet as it is formed and
conveyed to the press section. The press forms the sheet while squeezing out more water, after
which the sheet enters the dryer section to be dried. Tissue paper machines have either a
conventional or Yankee dryer. A conventional dryer has two or more tiers of steam-heated
cylinders 30 to 60 inches (0.8 to 1.5 meters) in diameter which dry the sheet as it passes over
and under successive cylinders. A conventional dryer imparts an unburnished finish to the sheet
called a machine finish (MF). A Yankee dryer is particularly effective drying lightweight papers
and consists of one large, steam-heated cylinder 9 to 15 feet (2.7 to 4.6 meters) in diameter
that dries the sheet completely as it passes once around. The cylinder is polished and imparts a
hard, smooth finish called a machine glaze (MG).* Figure I-2 presents an example of machines
used to produce MF and MG tissue paper.

Figure I-2
Tissue paper: Machines used to produce MF and MG tissue paper

* * * * * * *

As the paper exits the dryer, it is wound onto a large reel. Once filled, the reel is hoisted
by an overhead crane to a winder that is in line with the back end of the paper machine. The
winder unwinds the reel, slits the sheet to the appropriate width, and rewinds the sheet onto
paperboard cores. The resulting jumbo rolls are wrapped with kraft paper or shrink wrap for
protection during transit. Diameters and widths of the rolls vary depending on the attributes of
the converting equipment for which the paper is intended. If necessary, tissue paper products
are typically printed on high speed, multicolor, web-fed (rotary), flexographic presses. Modern
presses yield intricate graphic designs and greatly increase manufacturers’ printing capacity.
Customers may have their own seasonal designs, and their tissue purchases may become part
of a coordinated product line.

Jumbo rolls intended for bulk and consumer tissue paper may be produced from the
same reel of tissue paper. Bulk and consumer tissue paper often are printed on the same
presses and typically share the same basic converting process, which includes sheeting, folding,
and packaging. Because tissue paper is lightweight and lacks stiffness, it is not possible to cut
individual sheets. Therefore, converting lines have multiple back stands (i.e., roll stands), and

% |n general, MG papers are especially suited for printed tissue paper, especially types with intricate
designs. However, the amount of gloss varies from sheet to sheet depending on how highly polished the
surface of a particular Yankee dryer is, so MG papers produced on different machines would exhibit a
range of finishes.
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multiple sheets (commonly 10 or 24 sheets) are converted simultaneously to ensure that the
web has enough rigidity to feed properly. Electric charges may be imparted to the sheets in
order to “pin” them together. Generally, sheeters are rotary knives that cut the tissue paper at
regular intervals as the web advances through the machine. Wider sheeters may also slit the
web longitudinally in addition to the perpendicular cuts being made by the rotary knife.
Guillotines also are used to cut large quantities of sheets to size at one time.

Production of tissue folds requires the paper be folded in two directions, both parallel
and perpendicular to the direction of the machine. On a particular converting line, the folding
equipment may be interspersed with the sheeting equipment. Folds made parallel to the
machine flow are made before sheeting while the paper is still a continuous web. Then, the
folded web is cut with a rotary sheeter as described above. Once cut to size, the sheets are
folded perpendicular to machine flow by a tucker; additional tucks may be made depending on
the size of the package. Stepped folds are made by offsetting different colored rolls by 1 inch on
the roll stands. The offset is maintained throughout folding and sheeting, and once packaged,
the different colors can be seen through the package.

Once sheeting and folding are complete, tissue paper may be packaged in a variety of
ways. In a continuous process, form, fill, and seal equipment automatically wraps a tissue fold
in plastic film and seals the end of each package. A three-step process is used for preformed
plastic bags. A jet of air opens the mouth of the bag, the tissue fold is inserted, and the open
end is sealed. Larger, hard to handle products (e.g., flat and quire-folded reams) may be
packaged in plastic wrap using “L” bagger equipment, which requires more manual labor to
insert the product and seal the bag. If necessary, a certain number of individual packages may
be further packed in wholesale bags, which help the distributors control their shipments and
quantities. Finally, the individual packages or wholesale packages are packed manually into
corrugated containers for shipping.

DOMESTIC LIKE PRODUCT ISSUES

The domestic like product is defined as the domestically produced product or products
which are like, or in the absence of like, most similar in characteristics and uses with, the
subject merchandise.

In the final phase of the original investigation of tissue paper, the Commission
addressed whether bulk tissue paper and consumer tissue paper were separate domestic like
products. Chairman Koplan and Commissioners Hillman and Lane defined the domestic like
product such that it included all tissue paper within the scope.*” They applied the traditional
six-factor like product analysis and found that bulk and consumer tissue paper share the same
general physical characteristics and uses, noting that both forms of tissue paper are made from
flat tissue and consist of lightweight paper with a gauze-like, fairly transparent character. They
found that although consumer and bulk tissue paper both are available in a variety of grades,

37 Certain Tissue Paper Products from China, Inv. No. 731-TA-1070B (Final), USITC Publication 3758,
March 2005, pp. 5-9.
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colors, designs, dimensions, quantities, and packaging, they are both sold primarily as white or
solid color sheets. They further found that both consumer and bulk tissue paper may be sold in
printed form or undergo specialty treatment in small amounts, and are used for the wrapping
of an item within a box or bag or as a lightweight gift wrap.*®

Commissioners Okun, Miller, and Pearson dissented from the single like product
definition in their determination; instead, they found bulk and consumer tissue paper to be two
distinct like products. The dissenting Commissioners acknowledged that bulk and consumer
tissue paper share many physical characteristics. However, they cited differences in package
size (e.g., bulk tissue is generally packaged in reams of 480 to 500 sheets while consumer is
generally sold in packages of 5 to 40 sheets) and packaging design (e.g., bulk is often packaged
in utilitarian poly bags while consumer is packaged in poly bags with print and artwork designed
to appeal to consumers). They also found limited interchangeability, observing that purchasers
found dissimilarities in terms of size, weight, packaging, and ultimate end-user. They noted that
customers who purchase consumer tissue paper generally do not also purchase bulk tissue
paper. Dissenting Commissioners also found differing customer and producer perceptions,
distinct channels of distribution, and significant price differences.®® *°

In the first expedited review, the Commission found that the record concerning the like
product factors was unchanged from the original determination, that the domestic interested
parties supported a single domestic like product definition, and that no party had contested this
definition. Accordingly, the Commission defined the domestic like product to be all tissue
paper within the scope.**

In determining the appropriate domestic product(s) that are “like” the subject imported
product, the Commission generally considers a number of factors including: (1) physical
characteristics and uses; (2) common manufacturing facilities and production employees; (3)
interchangeability; (4) customer and producer perceptions; (5) channels of distribution; and (6)
price. Information regarding these factors is discussed below.

Table 1-4 presents U.S. producers’ and U.S. purchasers' perceptions on the comparability
of bulk vs consumer tissue paper, by factor. This table is referenced throughout the following
paragraphs regarding the domestic like product factors.

* Ibid., p. 6.

%9 Certain Tissue Paper Products from China, Inv. No. 731-TA-1070B (Final), USITC Publication 3758,
March 2005, pp. 29-32 (Dissenting Views of Commissioners Okun, Miller, and Pearson).

%0 The single like product definition was upheld in judicial review proceedings. Cleo, Inc. v. United
States, Slip Op. 06-131 (Ct. Int’l Trade Aug. 31, 2006), aff’'d, 501 F.3d 1291, 1297-99 (Fed. Cir. 2007).

*! Certain Tissue Paper Products from China, Investigation No. 731-TA-1070B (Review), USITC
Publication 4165, July 2010, p. 8. Two Commissioners found consumer tissue paper and bulk tissue
paper to be separate domestic like products. Ibid., pp. 23-24 (Dissenting Views of Commissioners Okun
and Pearson).
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Table I-4
Tissue paper: U.S. producers’ and U.S. purchasers' perceptions on the comparability of bulk vs
consumer tissue paper, by factor

U.S. producers U.S. purchasers

Item Fully Mostly Somewhat Not at all Fully Mostly Somewhat Not at all
Characteristics and
uses--bulk vs
consumer 4 0 0 0 2 2 5 0
Interchangeability--
bulk vs consumer 4 0 0 0 2 3 3 2
Manufacturing--bulk
VS consumer 1 2 1 0 2 3 0 0
Channels--bulk vs
consumer 0 2 2 0 2 0 2 4
Market perceptions--
bulk vs consumer 1 3 0 0 2 1 0 1
Price--bulk vs
consumer 1 2 1 0 2 0 1 2

Source: Compiled from data submitted in response to Commission questionnaires.
Physical characteristics and uses

Certain tissue paper products are cut-to-length sheets of tissue paper in various sizes,
colors, and printed designs that are packaged in various forms and used primarily for the
wrapping of a product within a box or bag as a lightweight gift wrap, or for decorative purposes.
Four U.S. producers of certain tissue paper products indicated that with respect to physical
characteristics and uses, bulk tissue paper and consumer tissue paper are fully comparable
(table 1-4 infra). Two U.S. purchasers of certain tissue paper products reported that with respect
to physical characteristics and uses, bulk tissue paper and consumer tissue paper are fully
comparable, two U.S. purchasers indicated that the products are mostly comparable, and five
U.S. purchasers indicated that the products are somewhat comparable.

U.S. producers reported shipments of folded bulk tissue paper and folded consumer
tissue paper as well as shipments of flat bulk tissue paper and flat consumer tissue paper in
2015 (table IV-2 infra). U.S. producers reported shipments of both bulk tissue paper and
consumer tissue paper in 4 of 6 sheet count categories in 2015 (table 1V-3 infra). U.S. producers
reported shipments of white bulk tissue paper and white consumer tissue paper, colored bulk
tissue paper and colored consumer tissue paper, and specialty bulk tissue paper and specialty
consumer tissue paper in 2015 (table IV-4 infra).

Manufacturing facilities and production employees

*+x 424%% raported that it produces bulk and consumer tissue paper on the same
machine employing the same workers, however, its paper is converted and packaged in

42 %% J S producers’ questionnaire response, section V-1c.

[-17




different locations depending on the particular product.* ***  reported that it has no
familiarity with the topic.**

Interchangeability

All of the responding producers reported that bulk and consumer tissue paper are
interchangeable; however, U.S. purchasers were divided on that question, with five reporting
that the products are fully or mostly interchangeable and five reporting that the products are
somewhat or not at all interchangeable (table I-4 infra).

Domestic producers indicated that bulk and consumer paper have the same physical
characteristics, including colors, prints, and specialty finishes which allows them to be
interchangeable in any application. They also reported that since imposition of the orders, and
especially since 2010, club stores are increasingly offering tissue paper to consumers in sheet
counts that have previously been considered typical of bulk tissue paper (e.g., 400 sheet
packages). Domestic producers also noted that in 2015, the Container Store sold 20 sheets of
tissue paper (of white, solid color, and printed tissue paper) wrapped in a plain polyethylene
bag with no more labeling than a bar-code sticker. They cite this example of typical bulk
packaging with a sheet count typical of consumer tissue paper as evidence that the distinction
between bulk and consumer tissue paper packaging has become less meaningful.*®

Customer and producer perceptions

All but one of the responding producers and purchasers, reported that customer and
producer perceptions of the product are either fully or mostly comparable (table I-4 infra).

*x% 46

Channels of distribution

Table I-5 presents U.S. producers’ and importers’ shares of reported U.S. commercial
shipments of bulk and consumer tissue paper by sources and channels of distribution. U.S.
producers reported that between 84.1 and 86.5 percent of their commercial shipments of bulk
tissue paper were destined for “distributors/marketers” while between 36.0 and 37.3 percent
of commercial shipments of consumer tissue paper were shipped to “distributors/marketers”
from 2013 to 2015. The most common channel of distribution for U.S. producers’ consumer
tissue paper was to “other users,” which accounted for more than half of all their U.S.
shipments.*’

#xx ) S, producers’ questionnaire response, section V-1c.

“xx% | S, producers’ questionnaire response, section V-1c. *** U.S. producers’ questionnaire
response, section ll-5a.

*® Domestic producers’ prehearing brief, p. 14, Exh. 1.

%8 %x* | S, producers’ questionnaire response, section V-1e.

*" The shipments to “other users” are attributable to ***. Domestic Producers’ Response to
Questions, May 5, 2016, p. 13.
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According to domestic interested parties bulk tissue paper is typically sold through
distributors via the internet and directed to end users (i.e., retailers and manufacturers), while
consumer tissue paper is sold through distributors to retailers who then sell to consumers.
Domestic interested parties also suggest that internet sales have become more important to
distribution since 2010 and that there are no restrictions on consumers’ ability to purchase bulk
tissue paper from online sellers, such as Uline.com, Walmart.com, and Nashvillewraps.com.*
However, table I-5 shows that ***.” Domestic parties argued that this conflicting evidence
suggests that responding firms could not distinguish bulk from consumer tissue paper in any
commercially meaningful manner.*

Table I-5
Tissue paper: U.S. producers’ and importers’ share of reported U.S. shipments of bulk and
consumer tissue paper, by sources and channels of distribution, 2013-15

Price

According to the data presented in table I-6 and figure I-3, the average unit values of
U.S. commercial shipments of bulk tissue paper are consistently lower than those of consumer
tissue paper. However, on a firm-specific level some bulk tissue paper had higher average unit
values than those of consumer tissue paper. For instance, bulk tissue paper produced by ***
was sold at higher average unit values than consumer tissue paper because it consists largely of
custom-printed product for retailers like ***. On the other hand, bulk tissue paper from **=* >
In addition, *** reported that average unit values of its consumer tissue paper were *** those
of the overall average unit values in ***.>* Excluding *** shipments, bulk tissue paper average
unit values exceed those of consumer tissue paper in 2014 and 2015.%

Table 1-6
Tissue paper: U.S. producers’ average unit values of U.S. commercial shipments, by type,

2013-15

*® Domestic parties identified 19 domestic firms and 15 firms based in China that sell both bulk and
consumer tissue paper via the internet. Domestic producers’ prehearing brief, pp. 16-17 and exhs. 4-5.

* Domestic producers’ prehearing brief, p. 16, n. 55.

* Domestic producers’ prehearing brief, pp. 24-25 and exh. 8.

Lx* | S, producers’ questionnaire response, section I1-8.

%2 Domestic producers’ prehearing brief, p. 23 and exh. 7.
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Figure I-3
Tissue paper: U.S. producers’ average unit values of U.S. commercial shipments, by type,

2013-15

U.S. MARKET PARTICIPANTS
U.S. producers

During the original investigation, the Commission collected U.S. industry data from ten
domestic producers. These ten producers accounted for essentially all U.S. production of tissue
paper during 2003.>® During the first expedited five-year review, responses to the
Commission’s notice of review indicated that there were six firms that produced tissue paper in
2010 and that the responding five firms accounted for approximately *** percent of U.S.
production during 2009.>* Crystal, one of the largest U.S. producers during the investigation,

> There were 12 domestic producers in 2003, but *** and *** did not complete questionnaires
during the original investigation. The ten producers who responded and their respective shares of U.S.
production during 2003 follow: Crystal (*** percent), Eagle (*** percent), Flower City (*** percent),
Garlock (*** percent), Green Mountain (*** percent), Hallmark Marketing Company LLC (“Hallmark”)
(*** percent), Pacon (*** percent), Paper Service (*** percent), Putney (*** percent), and Seaman (***
percent). Investigation No. 731-1070B (Final): Certain Tissue Paper Products from China — Staff Report,
INV-CC-014, February 18, 2005, p. llI-2.

> The five producers who responded and their respective shares of U.S. production during 2009
follow: Eagle (*** percent), Flower City (*** percent), Garlock (*** percent), Putney (*** percent), and
Seaman (*** percent). Investigation No. 731-1070B (Review): Certain Tissue Paper Products from China
— Staff Report, INV-HH-059, June 3, 2010, pp. 1-21-23.
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ceased production in 2007.%° Paper Service was no longer in business at the time of the first
expedited review.*® Green Mountain®’ and Pacon®® did not provide production data in 2009.%°

In the current proceeding, the Commission issued U.S. producers’ questionnaires to
eight firms, six of which provided the Commission with information on their tissue paper
operations. These firms accounted for essentially all U.S. production of tissue paper in 2015.%°
Presented in table I-7 is a list of current domestic producers of tissue paper and each
company’s position on continuation of the orders, production locations(s), and share of
reported production of tissue paper in 2015.%

> During the original investigation, Crystal was a leading importer of tissue paper from China and
reportedly the largest supplier of tissue paper in the U.S. market during the 1980s and 1990s. In October
2002, Cleo, a subsidiary of CSS Industries and importer of the subject merchandise, acquired Crystal.
Cleo sold assets related to Crystal’s bulk tissue business in July 2003 and closed Crystal’s primary
manufacturing facility in Maysville, Kentucky, in October 2003. However, in order to mitigate the effect
of antidumping duties resulting from the original investigation, Crystal resumed tissue paper converting
operations at its Maysville facility in 2004. In 2007, CSS Industries reported the closure of Crystal’s
Maysville production facility in favor of importing tissue paper products. Certain Tissue Products from
China, Investigation No. 731-TA-1070B (Review), USITC Publication 4165, July 2010, p. I-18. Also, in
2007, CSS Industries combined operations of its Cleo and Berwick Offray subsidiaries. CSS Industries, Inc.
(2011). Annual Report 2011. p. 1, http://www.cssindustries.com/web/guest/sec-filings , retrieved on
April 19, 2016.

% paper Services’ mill and facilities were destroyed by several months of continuous flooding due to
a nearby dam break in 2005. They did not resume operations after the flooding. Domestic Producers’
Response to Questions, May 5, 2016, p. 10.

> According to the domestic producers, Green Mountain exited the industry in 2014 or 2015 due to
lack of investment and an inability to compete in the U.S. market. Domestic Producers’ Response to
Questions, May 5, 2016, p. 10.

*%In 1999, Pacon bought Bemiss-Jason, a company that produced a small amount of tissue paper.
Several years after the acquisition, ***. Domestic Producers’ Response to Questions, May 5, 2016, pp.
10-11.

> These firms combined accounted for *** percent of U.S. production in 2003. Investigation No. 731-
1070B (Review): Certain Tissue Paper Products from China — Staff Report, INV-HH-059, June 3, 2010, p. I-
22.

69 Domestic Interested Parties’ Response to Notice of Institution, June 30, 2015, p. 6.

61 Seaman, Soundview, and Flower City are vertically integrated producers. Garlock, Hallmark, and
Eagle convert jumbo rolls. Certain Tissue Products from China, Investigation No. 731-TA-1070B (Review),
USITC Publication 3758, March 2005, p. I-9, fn. 60.
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Table I-7
Tissue paper: U.S. producers, positions on orders, U.S. production locations, and shares of 2015
reported U.S. production

Position on Share of production
Firm continuation of order | Production location(s) (percent)
Eagle rxx South Windsor, CT *hx
Flower City *xx Rochester, NY Frk
Gardner, MA
Gardner, MA
Garlock ok Gardner, MA ok
Leavenworth, KS
Enfield, CT
Liberty, MO
Hallmark *kx Kansas City, MO *kk
Otter River, MA
Gardner, MA
Gardner, MA
Seaman ok Orange, MA rrk
Soundview *kx Putney, VT *kk
Total ok

Source: Compiled from data submitted in response to Commission questionnaires.

Presented in table I-8 is a list of current domestic producers’ ownership, related and/or
affiliated firms.

Table I-8
Tissue paper: U.S. producers ownership, related and/or affiliated firms

As indicated in table I-8, two U.S. producers are related to the same foreign exporter
and importer of the subject merchandise. As discussed in detail in Part Ill, *** directly imported
the subject merchandise and ***. No U.S. producers purchased the subject merchandise from
U.S. importers.
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U.S. importers

In the original investigation, the Commission reported that at least 42 U.S. companies
imported subject imports from China, the largest of which were ***, accounting for *** of
subject tissue paper imports from China in 2003.% The Commission sent questionnaires to 189 firms
identified as U.S. importers of tissue paper in the petition and from proprietary Customs data. Usable
data on imports of certain tissue paper products were received from 38 firms, 21 of which were
importers of subject tissue paper from China during 2001.%® Of the responding U.S. importers, five were
domestic producers at the time of the investigation: Crystal, Flower City, Hallmark, Pacon, and
Seaman.®

In their response to the Commission’s notice of institution of the first five-year review,
the domestic interested parties identified approximately 250 U.S. importers of the subject
tissue paper from China but noted that U.S. imports of tissue paper from China have “retreated
substantially from the U.S. market following imposition of the order.”®

In the current proceeding, the Commission issued U.S. importers’ questionnaires to 88
firms believed to be importers of tissue paper, as well as to all U.S. producers of tissue paper.
Thirteen usable questionnaire responses were received from 14 firms,®® of which 2 are U.S.
producers, representing *** percent of the quantity of U.S. imports from China and 66.4
percent of the quantity of U.S. imports from all sources during 2015. Table I-9 lists all
responding U.S. importers of tissue paper from China and other sources, their headquarters,
and their shares of U.S. imports in 2015.

%2 |Investigation No. 731-1070B (Final): Certain Tissue Paper Products from China — Staff Report, INV-
CC-014, February 18, 2005, p. IV-4.

8 Certain Tissue Paper Products from China: Investigation No. 731-TA-1070B (Final), USITC
Publication 3758, March 2005, IV-1.

® Investigation No. 731-1070B (Final): Certain Tissue Paper Products from China — Staff Report, INV-
CC-014, February 18, 2005, table IV-1.

® |nvestigation No. 731-1070B (Review): Certain Tissue Paper Products from China — Staff Report,
INV-HH-059, June 3, 2010, p. I-28.

86 x** sybmitted a joint U.S. importers’ response.
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Table I-9

Tissue paper: U.S. importers, source(s) of imports, U.S. headquarters, and shares of imports in

2015
Share of imports by source (percent)
All other
Firm Headquarters China sources Total

99 Cents Only Stores | City of Commerce, CA ok ook ook
American Greetings Cleveland, OH ek ok ook
Berwick Offray Berwick, PA ook *kk *xk
Cindus Cincinnati, OH Kk *hk *Hk
CVSs Woonsocket, RI ok Xk *kx
Dolgencorp Goodletsville, TN ok ok sk
Greenbrier Chesapeake, VA *xk Hkk A
Hallmark Kansas City, MO ok *kk .
L'Occitane New York, NY okk - xx
Seaman and Seaman
Paper Asia Gardner, MA ok ok *k
Sears Hoffman Estates, IL ok ok ok
Target Minneapolis, MN ok ok ek
Walmart Bentonville, AR *xk — *kx
All other importers* ok - p—

Total Fekk ok r

Proprietary Customs data using HTS statistical reporting numbers 4804.39.4041, 4811.90.4010,

4811.90.6010, and 4811.90.9010 for all other nonresponding importers.

Note.—***,

Source: Compiled from data submitted in response to Commission questionnaires and proprietary
Customs data using HTS statistical reporting numbers 4804.39.4041, 4811.90.4010, 4811.90.6010, and
4811.90.9010, accessed March 24, 2016.
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U.S. purchasers

The Commission received 28 usable questionnaire responses from firms that bought
tissue paper during 2010-15.%" Seventeen responding purchasers are distributors, two are end
users, nine are retailers, and three identified themselves as other. In general, responding U.S.
purchasers were located on the East Coast and in the Midwest. The largest purchasers of tissue
paper are ***, The largest purchasers of bulk tissue paper are *** while the largest purchasers
of consumer tissue paper are ***,

APPARENT U.S. CONSUMPTION AND U.S. MARKET SHARES

Data concerning apparent U.S. consumption of tissue paper are shown in table I-10.
Apparent U.S. consumption by quantity increased by 3.5 percent (67.7 million square meters)
from 2013 to 2015, while the quantity of imports from China increased by *** percent (***
square meters) during the same period. U.S shipment quantities have also increased by 2.1
percent (33.3 million square meters) from 2013 to 2015. The only source of tissue paper to
decrease in terms of quantity was imports from all other sources than China, which decreased
by *** percent (***square meters) from 2013 to 2015.

87 Of the 28 responding purchasers, 25 purchased the domestic tissue paper, 7 purchased imports of
the subject merchandise from China, and 7 purchased imports of tissue paper from other sources. Most
bulk and consumer tissue paper that was purchased in 2015 (99.6 percent and 82.1 percent,
respectively) were purchased from domestic sources.
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Table I-10

Tissue paper: Apparent U.S. consumption and market shares, 2013-15

Calendar year

ltem 2013 | 2014 | 2015
Quantity (1,000 sq meters)

U.S. producers' U.S. shipments 1,598,779 1,685,364 1,632,095
U.S. imports from--

Ch|na *%k% *%k% *kk

All other sources rrx ok i

Total imports 357,259 347,623 391,689

Apparent U.S. consumption 1,956,038 2,032,987 2,023,784

Value (1,000 dollars)

U.S. producers' U.S. shipments 126,519 133,413 132,169
U.S. imports from--

Chlna *kk *kk *k%k

All other sources hkk rkk rkk

Total imports 24,861 25,220 27,713

Apparent U.S. consumption 151,380 158,633 159,882

Share of quantity (percent)

U.S. producers' U.S. shipments 81.7 82.9 80.6
U.S. imports from--
Chlna *%k%k *k%k *k%k
All other sources i rxk rrx
Total imports 18.3 17.1 19.4
Share of value (percent)
U.S. producers' U.S. shipments 83.6 84.1 82.7
U.S. imports from--
Ch|na *%k% *k% *kk
All other sources rrx rrx i
Total imports 16.4 15.9 17.3

Source: Compiled from data submitted in response to Commission questionnaires and proprietary
Customs data using HTS statistical reporting numbers 4804.39.4041, 4811.90.4010, 4811.90.6010, and

4811.90.9010, accessed March 24, 2016.
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PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET

U.S. MARKET CHARACTERISTICS

Tissue paper products are generally sold in two forms, folded or flat, and are used for
protective packaging and decorative wrapping. Tissue paper can be white, solid colored, or
printed with designs such as customer logos or patterns. The U.S. tissue paper market is
supplied by imports and six U.S. producers: Eagle, Flower City, Garlock, Hallmark, Seaman, and
Soundview. *** imported tissue paper from China during 2013-15.* Subject imports from China
represented *** percent of total U.S. imports in 2015; in 2015, *** were the *** |argest
importers of subject imports from China.

Apparent U.S. consumption of tissue paper increased during 2013-15. Overall, apparent
U.S. consumption by quantity in 2015 was 3.5 percent higher than in 2013.

CHANNELS OF DISTRIBUTION

U.S. producers sold tissue paper mainly to distributors while importers sold to a mix of
distributors, club stores, and other retailers in 2015, as shown in table 1I-1. While the majority
of U.S. producers’ sales were to distributors/marketers during 2013-15, the proportion of sales
of imports from China to club stores and to distributors/marketers declined, with increases to
other retailers.

Table II-1
Tissue paper: U.S. producers’ and importers’ share of reported U.S. commercial shipments of all
tissue paper, by sources and channels of distribution, 2013-15

* * * * * * *

GEOGRAPHIC DISTRIBUTION

Most responding U.S. producers and importers reported selling tissue paper to all
regions in the contiguous United States (table II-2). For U.S. producers, 9.6 percent of sales
were within 100 miles of their production facility, 40.3 percent were between 101 and 1,000
miles, and 50.0 percent were over 1,000 miles. Importers sold 3.9 percent within 100 miles of
their U.S. point of shipment, 31.9 percent between 101 and 1,000 miles, and 64.2 percent over
1,000 miles.

1 sexx
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Table I1-2

Tissue paper: Geographic market areas in the United States served by U.S. producers and
importers

U.S. importers
All other
Region U.S. producers China sources Total
Northeast 6 4 8 9
Midwest 6 4 8 9
Southeast 6 4 8 9
Central Southwest 6 4 9 10
Mountain 5 4 9 10
Pacific Coast 5 4 9 10
Other 4 3 6 7
All regions (except Other) 5 4 8 9

L All other U.S. markets, including AK, HI, PR, and VI.

Source: Compiled from data submitted in response to Commission questionnaires.

SUPPLY AND DEMAND CONSIDERATIONS
U.S. supply
Domestic production

Based on available information, U.S. producers of tissue paper have the ability to
respond to changes in demand with moderate-to-large-changes in the quantity of shipments of
U.S.-produced tissue paper to the U.S. market. The main contributing factors to this degree of
responsiveness of supply are excess capacity and inventories. However, this may be limited by
the lack of sales to alternative markets and alternate production options.

Industry capacity

Domestic capacity utilization was relatively stable from 2013 to 2015 at approximately
41 percent as both capacity and production increased slightly. This low-to-moderate level of
capacity utilization suggests that U.S. producers may have substantial ability to increase
production of tissue paper in response to an increase in prices.

Alternative markets

U.S. producers’ exports, as a percentage of total shipments, decreased slightly from 3.9
percent in 2013 to 3.3 percent in 2015 as U.S. producers’ export shipments declined. This
indicates that U.S. producers may have limited ability to shift shipments between the U.S.
market and other markets in response to price changes. No U.S. producers reported trade
barriers in other markets. Reported export markets include ***.

-2



Inventory levels

U.S. producers’ inventories, relative to total shipments, declined from 14.2 percent in
2013 to 12.6 percent in 2014, then increased to 13.6 percent in 2015. These inventory levels
suggest that U.S. producers may have some ability to respond to changes in demand with
changes in the quantity shipped from inventories.

Production alternatives

Two of six responding U.S. producers stated that they could switch production from
tissue paper to other products. *** stated that it can produce waxed tissue paper products on
the same equipment as tissue paper, but that there is extremely limited demand for waxed
tissue paper compared to bulk and consumer tissue paper. *** stated that it cannot use the
same equipment to produce other products; however, it may be able to use production labor to
produce other products such as rollwrap, bows, and stickers.

Supply constraints

All of the U.S. producers and 26 of 27 responding purchasers reported no supply
constraints.

Availability of supply

U.S. producers, imports, purchasers, and foreign producers were asked whether the
availability of bulk and consumer tissue paper in the U.S. market changed since January 1, 2010,
and whether they anticipated any future changes. Most firms reported that there has been no
change in the availability of supply since 2010 and that they do not anticipate any future
changes for both bulk and consumer tissue paper (tables II-3 and 11-4).
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Table I1-3

Tissue paper: Firm’s responses regarding the availability of supply for bulk tissue paper, by

source, by number of responding firms

Number of firms reporting

ltem Increase No change Decrease
Availability of supply in the United States of bulk tissue
paper produced in the United States:
U.S. producers 1 4 0
Importers 0 2 0
Purchasers 1 14 2
Availability of supply in the United States of bulk tissue
paper produced in China:
U.S. producers 1 4 0
Importers 0 2 0
Purchasers 1 9 0
Availability of supply in the United States of bulk tissue
paper produced in honsubject countries:
U.S. producers 2 2 0
Importers 1 1 0
Purchasers 1 8 0
Anticipated future availability of supply in the United
States of bulk tissue paper produced in the United States:
U.S. producers 1 4 0
Importers 0 2 0
Purchasers 1 15 1
Anticipated future availability of supply in the United
States of bulk tissue paper produced in China:
U.S. producers 1 4 0
Importers 0 2 0
Purchasers 2 8 0
Foreign producers 1 2 0
Anticipated future availability of supply in the United
States of bulk tissue paper produced in nonsubject
countries:
U.S. producers 2 2 0
Importers 1 1 0
Purchasers 1 8 0

Source: Compiled from data submitted in response to Commission questionnaires.
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Table I1-4

Tissue paper: Firm’s responses regarding the availability of supply for consumer tissue paper, by

source, by number of responding firms

Number of firms reporting

ltem Increase No change Decrease
Availability of supply in the United States of consumer
tissue paper produced in the United States:
U.S. producers 0 4 0
Importers 0 11 0
Purchasers 0 17 0
Availability of supply in the United States of consumer
tissue paper produced in China:
U.S. producers 1 3 0
Importers 0 9 1
Purchasers 0 15 1
Availability of supply in the United States of consumer
tissue paper produced in nonsubject countries:
U.S. producers 2 1 0
Importers 2 7 0
Purchasers 1 13 0
Anticipated future availability of supply in the United
States of consumer tissue paper produced in the United
States:
U.S. producers 0 4 1
Importers 0 11 0
Purchasers 0 17 0
Anticipated future availability of supply in the United
States of consumer tissue paper produced in China:
U.S. producers 1 3 0
Importers 0 9 1
Purchasers 0 15 1
Foreign producers 1 2 0
Anticipated future availability of supply in the United
States of consumer tissue paper produced in nonsubject
countries:
U.S. producers 2 1 0
Importers 1 8 0
Purchasers 1 13 0
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Subject imports from China?

Based on available information, producers of tissue paper from China have the ability to
respond to changes in demand with moderate-to-large changes in the quantity of shipments of
tissue paper to the U.S. market. The main contributing factor to this degree of responsiveness
of supply is substantial shipments to alternate markets, but is somewhat limited by high
capacity utilization and limited inventories.

Industry capacity

Chinese capacity utilization fluctuated slightly during 2013-15; it decreased from ***
percent in 2013 to *** percent in 2014 and increased to *** percent in 2015. However, both
reported capacity and production of tissue paper declined *** when ***, This high level of
capacity utilization suggests that Chinese producers may have limited ability to increase
production of tissue paper in response to an increase in prices.

Alternative markets

Shipments to the Chinese home market represented *** percent of total shipments
during 2013-15. Chinese producers and exporters’ exports to the United States, as a percentage
of total shipments, increased from *** percent in 2013 to *** percent in 2015. China’s
remaining commercial shipments were to other markets, such as Europe, Asia, and ***.

This availability of shipments to alternate markets indicates a substantial ability to shift
between markets.

Inventory levels

Chinese producers’ inventories, as a share of total shipments, decreased slightly from
*** percent in 2013 to *** percent in 2015. These inventory levels suggest that Chinese
producers may have limited ability to respond to changes in demand with changes in the
quantity shipped from inventories.

Production alternatives
One of the two responding Chinese producers, ***, stated that it is able to shift

production between tissue paper and other products using the same equipment and labor; in
particular, it can produce ***.

2 For data on the number of responding foreign firms and their share of U.S. imports from China,
please refer to Part I, “Summary Data.” Note, however, that Chinese producers’ coverage is low and may
not be representative of the whole Chinese industry.
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Nonsubject imports

Nonsubject sources accounted for *** percent of total imports in 2015. The largest
sources of nonsubject imports were India and Indonesia, representing 29.1 percent and 23.8
percent of total imports, respectively, in 2015.

New suppliers

Four of 28 purchasers indicated that new suppliers entered the U.S. market since
January 1, 2010, and five purchasers expect additional entrants. Purchasers cited *** as new
suppliers. *** stated generally that they anticipate more competition as other countries enter
the U.S. market. Seaman Paper stated that “***”. It continued that “***”,

U.S. demand

Based on available information, the overall demand for tissue paper is likely to
experience small-to-moderate changes in response to changes in price. The main contributing
factors are the existence of various substitute products, though many firms report that
substitutes are not used. Tissue paper is also a final consumer good; its demand follows
demand in the retail sector and can be seasonal.

End uses

Tissue paper is used for decorative and protective packaging by retailers of consumer
products, such as clothing, shoes, and gifts. It is sold in retail packages for use by consumers for
wrapping gifts, generally combined with gift bags or boxes. It is also sold for industrial use for
wrapping, packaging, and interleaving of equipment. Eight of 15 responding purchasers
reported that their main end use of tissue paper is for decorative packaging incidental to a sale,
five reported that tissue paper is used for functional packaging or industrial use, four reported
that it is decorative packaging for sale, three reported it is used by the final consumer for
decorative purposes or arts and crafts, and two reported other end uses, including to pack and
stuff clothing and wedding gowns, and to wrap Christmas gifts. Five responding U.S. producers,
13 importers, 14 purchasers, and two foreign producers reported no changes in end uses since
2010 and all anticipated no changes in end uses.

¥ Based on Customs data using HTS statistical reporting numbers 4804.39.4041, 4811.90.4010,
4811.90.6010, and 4811.90.9010, accessed March 24, 2016.
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Business cycles

Three of six U.S. producers, 6 of 13 importers, and 15 of 27 purchasers indicated that
the market was subject to business cycles or distinct conditions of competition. Specifically,
these firms indicated that the tissue paper market is seasonal, with higher holiday-season
demand in the third and fourth quarters of the year. Fewer firms (***) reported that there are
distinct conditions of competition. *** identified “everyday” gift giving and occasions. Three
purchasers reported that there have been changes to the conditions of competition since
January 1, 2010. *** reported that there are more retail options for the consumer. *** stated
that Chinese tissue has been routed through Europe to evade the antidumping duty order. ***
stated that the increase in “dollar” stores in the United States has shifted market share of
decorative/gift tissue paper purchases to these outlets.

Demand trends

Most responding U.S. producers (3 of 5), one importer, three purchasers, and two
foreign producers reported an increase in U.S. demand for bulk tissue paper while one U.S.
producer, one importer, ten purchasers, and one foreign producer reported no changes since
January 1, 2010 (table 11-5). Half of responding U.S. producers (2 of 4), most responding
importers (8 of 12) and purchasers (11 of 16), and one foreign producer reported no changes in
U.S. demand for consumer tissue paper since January 1, 2010 (table II-6). Firms do not expect
demand for bulk or consumer tissue paper to change over the next two years. *** stated that
demand trends for tissue paper follow retail demand.

Table II-5
Tissue paper: Firms’ responses regarding U.S. demand for bulk tissue paper
ltem | Increase | Nochange | Decrease | Fluctuate

Demand in the United States
U.S. producers 3 1 0 1
Importers 1 1 0 0
Purchasers 3 10 1 2
Foreign producers 2 1 0 0
Anticipated future demand
U.S. producers 0 2 3 0
Importers 0 2 0 0
Purchasers 3 11 1 1
Foreign producers 0 3 0 0
Demand for purchasers’ final products since 2010
Purchasers | 2 | 7| 2 | 6

Source: Compiled from data submitted in response to Commission questionnaires.
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Table II-6
Tissue paper: Firms’ responses regarding U.S. demand for consumer tissue paper

Item | Increase | Nochange | Decrease | Fluctuate

Demand in the United States

U.S. producers 2 2 0 0
Importers 2 8 1 1
Purchasers 2 11 0 3
Foreign producers 2 1 0 0
Anticipated future demand

U.S. producers 0 4 0 0
Importers 1 8 1 1
Purchasers 1 13 1 2
Foreign producers 0 3 0 0

Demand for purchasers’ final products since 2010

N
(o]

Purchasers | 2 | 7 |

Source: Compiled from data submitted in response to Commission questionnaires.

Substitute products

Most U.S. producers (4 of 6), importers (11 of 13), purchasers (20 of 27), and foreign
producers (2 of 3) reported that there were no substitutes for tissue paper and did not
anticipate any future changes in substitutes. Firms identifying substitutes listed gift wrap and
gift bags for gift presentation and newsprint, paper shred, kraft paper and crinkle paper for
protective packaging.

SUBSTITUTABILITY ISSUES

The degree of substitution between domestic and imported tissue paper depends upon
such factors as relative prices, quality (e.g., grade standards, reliability of supply, defect rates,
etc.), and conditions of sale (e.g., price discounts/rebates, lead times between order and
delivery dates, payment terms, product services, etc.). Based on available data, staff believes
that there is a high degree of substitutability between domestically produced tissue paper and
tissue paper imported from subject sources.

Lead times

Tissue paper is primarily produced-to-order. U.S. producers reported that 69.0 percent
of their commercial shipments were produced-to-order, with lead times averaging 48 days. The
remaining 31.0 percent came from inventories, with lead times averaging about 4 days.
Importers reported that 87.4 percent of their commercial shipments were produced-to-order,
with lead times averaging 84 days. The remaining 12.6 percent came from U.S. inventories, with
lead times averaging 17 days.*

4 Foreign producer *** produces *** tissue paper to order, with a lead time of *** days. ***.
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Knowledge of country sources

Twenty-six purchasers indicated they had marketing or pricing knowledge of domestic
product, 16 of Chinese product, and 11 of nonsubject countries, including Australia, Canada,
India, Indonesia, Italy, France, the United Kingdom, and Vietnam. Knowledge of the Chinese
product was based on U.S. imports (9), non-U.S. market sales (7), trade shows (4), other gift
wrap options (4), and the internet (1). Eighteen of 27 purchasers purchase gift-wrapping related
products manufactured in China by firms that also sell tissue paper. These products include
ribbon, bows, gift package tie-on embellishments, cards, gift bags, gift boxes, and wrapping
paper.

As shown in table 1I-7, half of purchasers sometimes or never make purchasing decisions
based on the producer and most purchasers never make purchasing decisions based on country
of origin. Most purchasers’ customers never make purchasing decisions based on producer or
country of origin. Of the 11 purchasers that reported that they always make decisions based on
the manufacturer, three firms cited quality; others cited price, reliability, and ability to meet
internally established standards.

Table II-7
Tissue paper: Purchasing decisions based on producer and country of origin
Purchaser/customer decision Always | Usually | Sometimes | Never
Purchaser makes decision based on producer 11 3 6 8
Purchaser’s customers make decision based on producer 2 1 6 14
Purchaser makes decision based on country 5 3 6 14
Purchaser’s customers make decision based on country 2 0 6 14

Source: Compiled from data submitted in response to Commission questionnaires.

Factors affecting purchasing decisions

The most often cited top three factors firms consider in their purchasing decisions for
tissue paper were price (26 firms), quality (22 firms), and availability or supply (6 firms)
although firms identified a large number of other factors (table I1-8). Price was the most
frequently cited most important factor, followed by quality; quality was the most frequently
reported second-most important factor; and price was the most frequently reported third-most
important factor.
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Table 11-8

Tissue paper: Ranking of factors used in purchasing decisions as reported by U.S. purchasers, by

factor
Factor First Second Third Total
Price 11 7 8 26
Quality 10 9 3 22
Availability/Supply 2 2 2 6
Other" 6 8 14 28

! Other factors include product line, ability to produce to specifications, pre-existing consignment and
volume based contract with vendor, ability to provide scan based trading, must be U.S.-certified supplier,
lead times, reliability, service, reputation, print capabilities, customer approval, and extension of credit.

Source: Compiled from data submitted in response to Commission questionnaires.

The majority of purchasers (21 of 28) reported that they usually (11) or sometimes (10)
purchase the lowest-priced product. Most (18 of 27) purchasers do not specifically order tissue
paper from one country in particular over other possible sources of supply. When asked if they
purchased tissue paper from one source although a comparable product was available at a
lower price from another source, 11 purchasers reported reasons including quality, reliability,
lead times, service and support, and transportation costs. Twenty of 22 purchasers reported
that there are no specific types of product available only from a single source.

Importance of specified purchase factors

Purchasers were asked to rate the importance of 15 factors in their purchasing decisions
(table 11-9). The factors that were rated as “very important” by most of the responding
purchasers were price, reliability of supply, availability, delivery time, product consistency, and
quality meets industry standards. Most purchasers reported that extension of credit was not an
important factor.

-11



Table 11-9

Tissue paper: Importance of purchase factors, as reported by U.S. purchasers, by factor

Very Somewhat Not
Factor important important important
Availability 25 3 0
Delivery terms 13 12 3
Delivery time 25 4 0
Discounts offered 10 14 4
Extension of credit 6 8 15
Minimum quantity requirements 8 11 8
Packaging 10 15 3
Price 27 1 0
Product consistency 24 4 0
Product range 13 13 2
Quality exceeds industry standards 5 15 8
Quality meets industry standards 23 4 1
Reliability of supply 26 1 1
Technical support/service 7 15 6
U.S. transportation costs 8 12 8

Source: Compiled from data submitted in response to Commission questionnaires.

Supplier certification

Twenty of 28 responding purchasers require their suppliers to become certified or
qualified to sell tissue paper to their firm. Purchasers reported that the time to qualify a new
supplier ranged from 7 to 180 days, with 13 purchasers reporting in the range of 20 to 60 days.
Two purchasers reported that a domestic or foreign supplier had failed in its attempt to qualify
product, or had lost its approved status since January 1, 2010. *** stated that product from
Eagle Tissue did not meet the brightness standard required and it would have to import a
prohibitively expensive tissue paper from Europe to meet the standard. *** stated that Indian
product supplied by Metro Packaging could not meet the expected quality level.

Changes in purchasing patterns

Purchasers were asked about changes in their purchasing patterns of bulk and consumer
tissue paper from different sources since 2010 (table II-10). Reasons reported for changes in
sourcing for bulk purchases included growth in domestic consumer sales, longer lead times,
inventory and logistics costs from China, reduced internal consumption due to store closures,
and specialty items that required small volume production runs or customized hand-packaging.
Eight of 20 responding purchasers reported that they had changed suppliers since January 1,
2010. Specifically, firms dropped or reduced purchases from Siu & Sons (Canada) due to prices,
and purchases from BA Production (China) and Cleo (domestic), both of which went out of
business. One firm added purchases from Max Fortune because the purchaser shifted away
from buying factory direct. *** increased purchases with Hallmark as a result of an overall gift
and card agreement, not exclusive to tissue paper. Four of 28 purchasers reported 11 new
suppliers from China (Changsha Home Arts; Jofounter Paper Company; Max Packing Products;
Qingdao Drucker International Trade; and Youlanfa Paper Mill), India (Artifacts India; Creative




Papers Group; and Rasik Products), Indonesia (PT Cermai Makmur Abadi International), Italy
(Solutia), and unidentified country (Seaman Paper Asia). Five purchasers expect new suppliers
to enter the U.S. market.

Table 11-10
Tissue paper: Changes in purchase patterns from U.S., subject, and nonsubject countries
Did not
Source of purchases purchase | Decreased | Increased | Constant | Fluctuated
Bulk tissue paper
United States 7 1 5 10 3
China 22 1 1 1 0
Other 22 2 1 1 0
Consumer tissue paper
United States 13 2 5 2 3
China 14 5 1 3 2
Other 17 3 1 3 2

Source: Compiled from data submitted in response to Commission questionnaires.

Importance of purchasing domestic product

Twenty-one of 28 purchasers reported that purchasing U.S.-produced product was not
an important factor in their purchasing decisions, four reported preferring domestic product
and none reported that it was required by their customers.” Reasons cited for preferring
domestic product included: price, lead time, ease of communication, competitiveness, and
ability to meet internal standards.

Comparisons of domestic products, subject imports, and nonsubject imports

Purchasers were asked a number of questions comparing tissue paper produced in the
United States, China, and nonsubject countries. First, purchasers were asked for a country-by-
country comparison on the same 15 factors (table 1-11) for which they were asked to rate the
importance.

At least half of responding purchasers (16) reported that U.S. and Chinese tissue paper
were comparable on availability, discounts, extension of credit, minimum quantity
requirements, packaging, price, product range, and quality meeting and exceeding industry
standards. Most responding purchasers reported that U.S. tissue paper was superior regarding
delivery terms, delivery time, and reliability of supply. Half or more responding purchasers (12)
reported that U.S. and nonsubject product were comparable for all factors except delivery
times, in which most reported the United States was superior. Twelve purchasers compared
product from China with that from nonsubject countries, and most reported that both were
comparable in all fifteen factors.

®> Two reported that domestic product was required by law (for 100 percent of their purchases).
However, these firms, ***, stated that the law “requiring” domestic purchases was the antidumping
duty order.
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Table II-11
Tissue paper: Purchasers’ comparisons between U.S.-produced and imported product

U.S. vs. China vs.

U.S. vs. China Nonsubject Nonsubject

Factor S C I S C I S C I
Availability 8 8 0 5 7 0 1 11 0
Delivery terms 10 6 0 7 5 0 2 9 1
Delivery time 13 3 0 8 2 2 2 7 3
Discounts offered 4 10 1 4 6 1 0 12 0
Extension of credit 5 10 0 3 7 1 0 10 2
Minimum guantity requirements 7 8 0 4 6 2 0 9 3
Packaging 7 9 0 3 8 1 0 9 3
Price’ 4 8| 4 4 6 1] 4 6| O
Product consistency 9 7 0 3 9 0 1 9 2
Product range 6 8 1 3 8 0 1 10 1
Quality exceeds industry standards 3 12 0 2 9 0 0 10 2
Quality meets industry standards 6 10 0 2 10 0 1 11 0
Reliability of supply 10 6 0 5 6 1 1 11 1
Technical support/service 9 5 1 5 6 0 1 7 4
U.S. transportation costs” 9 7 0 6 6 0 2 9 1

' A rating of superior means that price/U.S. transportation costs is generally lower. For example, if a firm
reported “U.S. superior,” it meant that the U.S. product was generally priced lower than the imported
product.

Note.--S=first listed country’s product is superior; C=both countries’ products are comparable; I=first list
country’s product is inferior.

Source: Compiled from data submitted in response to Commission questionnaires.

Comparison of U.S.-produced and imported tissue paper

In order to determine whether U.S.-produced tissue paper can generally be used in the
same applications as imports from China, U.S. producers, importers, and purchasers were asked
whether the products can “always,” “frequently,” “sometimes,” or “never” be used
interchangeably. As shown in table 1I-12, all U.S. producers and responding importers reported
tissue paper from the United States and China are either “always” or “frequently”
interchangeable, while seven purchasers each reported that the products are “always,”
“frequently,” or “sometimes” interchangeable.
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Table II-12

Tissue paper: Interchangeability between tissue paper produced in the United States and in other
countries, by country pairs

) Number of U.S. Number of U.S. Number of
Country pair producers reporting importers reporting purchasers reporting

A F S N A F S N A F S N

U.S. vs. subject countries:
U.S. vs. China 4 2 0 0 7 3 0 0 7 7 7 0

Nonsubject countries
comparisons:
U.S. vs. nonsubject 4 2 0 0 7 3 0 0 7 4 5 0

China vs. nonsubject 4 2 0 0 6 2 0 0 4 3 4 0

Note.—A=Always, F=Frequently, S=Sometimes, N=Never.

Source: Compiled from data submitted in response to Commission questionnaires.

As can be seen from table 1I-13, 18 of 22 responding purchasers reported that the
domestically produced product “always” met minimum quality specifications. Six of 16
responding purchasers reported that tissue paper from China “always” met minimum quality
specifications.

Table 11-13
Tissue paper: Ability to meet minimum quality specifications, by source®
Source Always Usually Sometimes Rarely or never
United States 18 4 0 0
China 6 6 4 0
Nonsubject 6 4 4 0

! Purchasers were asked how often domestically produced or imported tissue paper meets minimum
quality specifications for their own or their customers’ uses.

Source: Compiled from data submitted in response to Commission questionnaires.

In addition, producers, importers, and purchasers were asked to assess how often
differences other than price were significant in sales of tissue paper produced in the United
States, China, or nonsubject countries. As seen in table 11-14, all U.S. producers and most
responding importers reported that there are “sometimes” or “never” significant factors other
than price. Eleven of 20 responding purchasers stated that there are “always” or “frequently”
significant factors other than price, including quality, product range, technical support, lead
times, availability, transportation cost, appearance, and product innovation.
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Table II-14

Tissue paper: Significance of differences other than price between tissue paper produced in the
United States and in other countries, by country pair

) Number of U.S. Number of U.S. Number of
Country pair producers reporting importers reporting purchasers reporting

A F S N A F S N A F S N

U.S. vs. subject countries:
U.S. vs. China 0 0 5 1 0 3 4 1 8 3 7 2

Nonsubject countries
comparisons:
U.S. vs. nonsubject 0 0 5 1 0 3 4 1 5 2 5 2

China vs. nonsubject 0 0 5 0 0 2 5 0 3 2 5 1

Note.--A = Always, F = Frequently, S = Sometimes, N = Never.

Source: Compiled from data submitted in response to Commission questionnaires.
ELASTICITY ESTIMATES

This section discusses elasticity estimates; parties were encouraged to comment on
these estimates. Domestic producers commented on the demand elasticity estimates, as
discussed below.

U.S. supply elasticity

The domestic supply elasticity® for tissue paper measures the sensitivity of the quantity
supplied by U.S. producers to changes in the U.S. market price of tissue paper. The elasticity of
domestic supply depends on several factors including the level of excess capacity, the ease with
which producers can alter capacity, producers’ ability to shift to production of other products,
the existence of inventories, and the availability of alternate markets for U.S.-produced tissue
paper. An earlier analysis of these factors indicates that the U.S. industry is likely to be able to
considerably increase or decrease shipments to the U.S. market; an estimate in the range of 4
to 6 is suggested.

U.S. demand elasticity

The U.S. demand elasticity for tissue paper measures the sensitivity of the overall
quantity demanded to a change in the U.S. market price of tissue paper. This estimate depends
on factors discussed earlier such as the existence, availability, and commercial viability of
substitute products, as well as the component share of the tissue paper in the overall
purchasing decisions of any downstream products. Domestic producers stated that six of the
seven purchasers that identified substitute products reported that changes in price of potential
substitutes did not affect the price of tissue paper. Domestic producers also stated that the cost

® A supply function is not defined in the case of a non-competitive market.
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of tissue paper relative to the cost of the gift can vary widely but is likely that the few sheets of
tissue paper used will be a very small share of the cost of the gift. Domestic producers contend
that aggregate demand elasticity is relatively inelastic, within a range of -0.5 to -1.0.” In the
prehearing staff report, a range of -1 to -2 was suggested. Based on the available information,
the aggregate demand for tissue paper is likely to vary widely depending on end use; a range of
-0.5 to -2.0 is suggested.

Substitution elasticity

The elasticity of substitution depends upon the extent of product differentiation
between the domestic and imported products.? Product differentiation, in turn, depends upon
such factors as quality (e.g., chemistry, appearance, etc.) and conditions of sale (e.qg.,
availability, sales terms/ discounts/ promotions, etc.). Based on available information, the
elasticity of substitution between U.S.-produced tissue paper and imported tissue paper is likely
to be in the range of 4 to 6.

" Domestic Producers’ Response to Questions, May 5, 2016, pp. 11-12.

8 The substitution elasticity measures the responsiveness of the relative U.S. consumption levels of
the subject imports and the domestic like products to changes in their relative prices. This reflects how
easily purchasers switch from the U.S. product to the subject products (or vice versa) when prices
change.

1-17






PART Ill: CONDITION OF THE U.S. INDUSTRY

OVERVIEW

The information in this section of the report was compiled from responses to the
Commission’s questionnaires. Six firms, which accounted for essentially all of U.S. production of
tissue paper during 2015, supplied information on their operations in this review and other
proceedings on tissue paper.* 2

Changes experienced by the industry

Domestic producers were asked to indicate whether their firm had experienced any
plant openings, relocations, expansions, acquisitions, consolidations, closures, or prolonged
shutdowns because of strikes or equipment failure; curtailment of production because of
shortages of materials or other reasons, including revision of labor agreements; or any other
change in the character of their operations or organization relating to the production of tissue
paper since 2010. Three of the six domestic producers reported experiencing such changes;
their responses are presented in table Il1I-1. None of the domestic producers report anticipated
changes in the character of their operations relating to the production of tissue paper.

Table IlI-1
Tissue paper: U.S. producers' reported changes in operations, since January 1, 2010

U.S. PRODUCTION, CAPACITY, AND CAPACITY UTILIZATION

Table 1lI-2 and figure 1lI-1 present U.S. producers’ production, capacity, and capacity
utilization. U.S. production capacity increased by 1.0 percent from 2013 to 2015, because of
*** as well as, minor variations in the product mix of ***, Capacity utilization remained
relatively stable at approximately 41 percent from 2013 to 2015. Most of the reported excess
U.S. production capacity was attributable to ***.2 *** Because demand for consumer tissue
paper is mostly seasonal and is custom ordered, produced, and delivered mostly within a

! The responding producers include vertically integrated producers Seaman, Soundview, and Flower
City and converters Garlock, Hallmark, and Eagle. Certain Tissue Products from China, Investigation No.
731-TA-1070B (Review), USITC Publication 3758, March 2005, -9, fn. 60. ***,

Zn January 2013, Putney (a petitioner from the original investigation and a responding domestic
producer in the first sunset review) was acquired by Soundview, a paper company that is based in New
Jersey and that itself is owned by Atlas Holdings LLC. Putney was subsequently renamed Soundview
Vermont Holdings. Domestic Interested Parties’ Response to the Notice of Institution, June 30, 2015, p. 6
and Soundview web page, http://www.soundviewpaper.com/, retrieved April 6, 2016.

$xxx wx |) S producers’ questionnaire response, sections I1-6 and 1-8.
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limited timeframe, ***.* Also, *** noted that it *** to supplement its production capacity
during periods of high demand, as *** ° though it did *** tissue paper than any other U.S.
producer in absolute terms and relative to its production (Table I11-6).

*x%x 6

Table I11-2

Tissue paper: U.S. producers’ production, capacity, and capacity utilization, 2013-15

Calendar year

ltem 2013 ] 2014 | 2015
Quantity (1,000 sq meters)
Capacity 4,138,983 4,174,457 4,181,917
Production 1,696,088 1,735,182 1,700,914
Ratio (percent)
Capacity utilization 41.0 41.6] 40.7
Source: Compiled from data submitted in response to Commission questionnaires.
Figure IlI-1
Tissue paper: U.S. producers’ production, capacity, and capacity utilization, 2013-15
5,000,000 100.0
‘w 4,000,000 80.0
2]
g‘aE‘: 3,000,000 60.0
€
S § 2,000,000 - 40.0
SR
© 1,000,000 - 20.0
- 0- 0.0
Calendar year

mmm Capacity (left-axis)

Source: Compiled from data submitted in response to Commission questionnaires.

Production (left-axis)

=@==Capacity utilization (right-axis)

Table 11I-3 presents U.S. producers’ overall capacity and production of products on the
same machinery as tissue paper. Less than *** percent of production reported by U.S.
producers on the same machinery as the domestic like product consisted of products other
than the domestic like product. *** indicated that they can produce waxed tissue paper on
their machinery, however, there is little demand for it and it does not run efficiently on ***

#*x* Domestic Producers’ Response to Questions, May 5, 2016, pp. 2-3.

® Ibid., p.3.

8% |J S, producers’ questionnaire response, section II-15.
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converting equipment.” *** noted that it can also produce buffered tissue on the same
machinery as the domestic like product.®

Table III-3
Tissue paper: U.S. producers' overall capacity and production of products on the same
machinery as tissue paper, 2013-15

Calendar year
ltem 2013 | 2014 | 2015
Quantity (1,000 sg meters)
Overall capacity ok ook o
Production:
Bulk tissue paper Hook — ek
Consumer tissue paper ek ok *kk
Tissue paper products 1,696,088 1,735,182 1,700,914
Other products *xx *kk Ykk
Total production *kk okk ok
Ratios and shares (percent)
Overall capacity utilization *kk *kk *kk
Share of production:
Bulk tissue paper ok ok ok
Consumer tissue paper ek ook -
Tissue paper products ok ok ok
Other products *kk *kx ok
Total production 100.0 100.0 100.0

Source: Compiled from data submitted in response to Commission questionnaires.

Constraints on capacity

All six responding U.S. producers provided information regarding constraints on their
manufacturing capacity. All producers reported that their production was constrained by their
equipment. *** noted that its facilities require a three week shut down period for maintenance
and repairs annually.® *** 1% *** a]s0 noted that it is not currently constrained by staffing,
storage, or working capital to purchase raw materials.™

"% J S, producers’ questionnaire responses, section I1-5f.

® Buffered tissue paper is treated with calcium carbonate which raises the paper’s pH towards
alkaline side of the scale (i.e., non-acidic). Buffered tissue is often used for photographs, collectables,
and archival materials which might deteriorate with exposure to acidic paper. University Products
webpage, http://www.universityproducts.com/resources.php?m=how_to_detail&id=4 , retrieved March
28, 2016.

9xx% | S. producers’ questionnaire response, section I1-5d.

10 sesex

% S, producers’ questionnaire response, section I1-5d.
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U.S. PRODUCERS’ U.S. SHIPMENTS AND EXPORTS

Table IlI-4 presents U.S. producers’ U.S. shipments, export shipments, and total
shipments. U.S. shipments of tissue paper increased by 2.1 percent while export shipments
decreased by 14.5 percent, by quantity, from 2013 to 2015. Exports decreased by 0.6
percentage points in terms of their share of quantity of total shipments by U.S. producers from

2013 to 2015.

Table IlI-4

Tissue paper: U.S. producers’ U.S. shipments, exports shipments, and total shipments, 2013-15

Calendar year

ltem 2013 | 2014 | 2015
Quantity (1,000 sg meters)
U.S. shipments 1,598,779 1,685,364 1,632,095
Export shipments 64,772 59,425 55,384
Total shipments 1,663,551 1,744,789 1,687,479
Value (1,000 dollars)
U.S. shipments 126,519 133,413 132,169
Export shipments 5,799 5,602 5,310
Total shipments 132,318 139,015 137,479
Unit value (dollars per 1,000 sq meters)
U.S. shipments 79.13 79.16 80.98
Export shipments 89.53 94.27 95.88
Total shipments 79.54 79.67 81.47
Share of quantity (percent)
U.S. shipments 96.1 96.6 96.7
Export shipments 3.9 3.4 3.3
Total shipments 100.0 100.0 100.0
Share of value (percent)
U.S. shipments 95.6 96.0 96.1
Export shipments 4.4 4.0 3.9
Total shipments 100.0 100.0 100.0

Source: Compiled from data submitted in response to Commission questionnaires.

U.S. PRODUCERS’ INVENTORIES

Table 11I-5 presents U.S. producers’ end-of-period inventories and the ratio of these
inventories to U.S. producers’ production, U.S. shipments, and total shipments. The ratio of U.S.
producers’ inventories to U.S. shipments declined by *** percentage points from 2013 to 2015.
Only *** reduced end-of period inventories from 2013 to 2015, by *** percent and ***
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percent, respectively. *** increased their end-of period inventories from 2013 to 2015 by ***
percent, *** percent, *** percent, and *** percent, respectively.'?

Table IlI-5
Tissue paper: U.S. producers’ inventories, 2013-15

Calendar year
Item 2013 | 2014 | 2015
Quantity (1,000 sg meters)

U.S. producers' end-of-period
inventories 236,078 219,511 229,935

Ratio (percent)

Ratio of inventories to.--

U.S. production 13.9 12.7 13.5
U.S. shipments 14.8 13.0 14.1
Total shipments 14.2 12.6 13.6

Source: Compiled from data submitted in response to Commission questionnaires.

U.S. PRODUCERS’ IMPORTS AND PURCHASES

Table 111-6 presents data on individual U.S. producers’ U.S. production and U.S imports of
tissue paper from subject sources. *** ratio of imports from China to *** production *** from
*** percent in 2013 to *** percent in 2015, *** 13 *** imported tissue paper from **x 14 xxx 15
No U.S. producer reported purchasing tissue paper that was imported from China.

Table III-6
Tissue paper: U.S. producers’ U.S. production, imports, and import ratios to U.S. production,
2013-15

* * * * * * *

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

Table 11I-7 shows U.S. producers’ employment-related data. The U.S. producers added
*** production and related workers from 2013 to 2015, which was almost entirely attributable
to new hiring at **=*.°

12 U.S. producers’ questionnaire responses, sections I1-6 and I1-8.

13 dexx

14 %+% Domestic Producers’ Response to Questions, May 5, 2016, p. 27.

L% S, importers’ questionnaire response, sections 1I-6 and 11-8.

6% S, producers’ questionnaire response, section 11-13 and Domestic Producers’ Response to
Questions, May 5, 2016, p. 28.
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Table I1I-7

Tissue paper: Average number of production and related workers, hours worked, wages paid to
such employees, hourly wages, productivity, and unit labor costs, 2013-15

Calendar year

Item 2013 2014 2015

Production and related workers

(PRWSs) (number) 358 368 420
Total hours worked (1,000 hours) 767 778 835
Hours worked per PRW (hours) 2,142 2,114 1,988
Wages paid ($1,000) 15,818 15,726 16,895
Hourly wages (dollars per hour) $20.62 $20.21 $20.23
Productivity (square meters per hour) 2,211.3 2,230.3 2,037.0
Unit labor costs (dollars per 1,000 sq

meters) $9.33 $9.06 $9.93

Source: Compiled from data submitted in response to Commission questionnaires.
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FINANCIAL EXPERIENCE OF U.S. PRODUCERS
Background

Six U.S. producers provided useable financial data.'” Three of the firms (Flower City,
Seaman, and Soundview) are vertically integrated producers (they manufacture bulk roll paper),
while the other three firms (Hallmark, Eagle, and Garlock) are converters (they typically
purchase jumbo rolls for conversion to tissue paper). Seaman®® is the largest single producer in
the industry and accounted for more than *** percent of reported total tissue paper
production and *** percent of aggregate industry sales, by value, in 2015. Five of the six firms
reported sales of bulk tissue paper (all except Hallmark) and four reported sales of consumer
tissue paper (all except Eagle and Soundview).*

Operations on tissue paper

Table 111-8 presents aggregated data on U.S. producers’ operations in relation to tissue
paper, while table 111-9 presents selected company-specific financial data.

" The reporting firms (and fiscal year-end): Eagle (***), Flower City (***), Garlock (***), Hallmark
(***), Seaman (***), and Soundview (***), ***,

'8 commission staff verified the questionnaire response of Seaman. See Note to file (verification
report on Seaman Paper), May 5, 2016.

9 Bulk tissue paper and consumer tissue paper data are shown separately in tables C-2 and C-3,
respectively.
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Table 111-8

Tissue paper: Results of operations of U.S. producers, 2013-15

Calendar year

ltem 2013 | 2014 | 2015
Quantity (1,000 sg meters)
Total net sales 1,705,454 | 1,660,582 | 1,688,936
Value (1,000 dollars)

Total net sales 128,525 136,404 138,444

Cost of goods sold.--
Raw materials 54,828 59,298 59,101
Direct labor 17,360 17,493 18,717
Other factory costs 23,154 25,107 25,421
Total COGS 95,342 101,898 103,239
Gross profit 33,183 34,506 35,205
SG&A expense 22,523 22,956 24,281
Operating income 10,660 11,550 10,924
Other expense or (income), net 173 103 163
Net income 10,487 11,447 10,761
Depreciation/amortization 997 871 881
Cash flow 11,484 12,318 11,642

Ratio to net sales (percent)

Cost of goods sold.--
Raw materials 42.7 43.5 42.7
Direct labor 135 12.8 135
Other factory costs 18.0 18.4 18.4
Total COGS 74.2 74.7 74.6
Gross profit 25.8 25.3 25.4
SG&A expense 17.5 16.8 17.5
Operating income 8.3 8.5 7.9
Net income 8.2 8.4 7.8

Table continued on next page.
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Table 11I-8--Continued

Tissue paper: Results of operations of U.S. producers, 2013-15

Calendar year

ltem 2013 | 2014 | 2015
Share of COGS (percent)
Cost of goods sold.--
Raw materials 57.5 58.2 57.2
Direct labor 18.2 17.2 18.1
Other factory costs 24.3 24.6 24.6
Total COGS 100.0 100.0 100.0
Unit value (dollars per 1,000 sq meters)
Total net sales 75.36 82.14 81.97
Cost of goods sold.--
Raw materials 32.15 35.71 34.99
Direct labor 10.18 10.53 11.08
Other factory costs 13.58 15.12 15.05
Average COGS 55.90 61.36 61.13
Gross profit 19.46 20.78 20.84
SG&A expense 13.21 13.82 14.38
Operating income 6.25 6.96 6.47
Net income 6.15 6.89 6.37
Number of firms reporting
Operating losses rxx rxx rxx
Net Iosses *kk *kk *kk
Data 6 6 6

Source: Compiled from data submitted in response to Commission questionnaires.
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Table 111-9

Tissue paper: Results of operations of U.S. producers, by firm, 2013-15

Item

Fiscal year

2013 |

2014

2015

Net sales quantity (1,000 sq meters)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark

*%k%

*%k%

*%%

Seaman

*%%

*%%

*%%

Soundview

*kk

*kk

*kk

Total

1,705,454

1,660,582

1,688,936

Net

sales value (1,000 dollars)

Eagle

*%%

*%%

*%%

Flower City

*k%

**%

*%%

Garlock

*kk

*kk

*kk

Hallmark*

*kk

*kk

*kk

Seaman

*%%

*%k%

*%%

Soundview

*%%

*%k%

*%%

Total

128,525

136,404

138,444

Total COGS (1,000 dollar

Eagle

*kk

*kk

*kk

Flower City

*k%

*k%

*%%

Garlock

*%%

*%%

*%%

Hallmark*

*kk

*kk

*kk

Seaman

*kk

*kk

*kk

Soundview

*kk

*kk

*k%k

Total

95,342

101,898

103,239

Gross profit (1,000 dollars)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*k%k

Garlock

*kk

*kk

*k%k

Hallmark

*%%

*%k%

*%%

Seaman

*%%

*%%

*%%

Soundview

*kk

*kk

*kk

Total

33,183

34,506

35,205

Table continued on next page.
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Table 111-9--Continued
Tissue paper: Results of operations of U.S. producers, by firm, 2013-15

Item

Fiscal year

2013

2014 |

2015

SG&A expense 1,000 dollars)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark®

*%%

*%k%

*%%

Seaman

*%%

*%%

*%%

Soundview

*kk

*kk

*kk

Total

22,523

22,956

24,281

Oper

ating income (1,000 dollars)

Eagle

*%%

*%%

*%%

Flower City

*k%

*k%

*%%

Garlock

*kk

*kk

*kk

Hallmark

*kk

*kk

*k%k

Seaman

*%%

*%%

*%%

Soundview

*%%

*%%

*%%

Total

10,660

11,550

10,924

N

et income (1,000 dollars)

Eagle

*kk

*kk

*kk

Flower City

*k%

*k%

*%%

Garlock

*%%

*%%

*%%

Hallmark

*kk

*kk

*kk

Seaman

*kk

*kk

*kk

Soundview

*kk

*kk

*kk

Total

10,487

11,447

10,761

COGS to net sales ratio (percent)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark®

*%%

*%k%

*%%

Seaman

*%%

*%%

*%%

Soundview

*kk

*kk

*kk

Average

74.2

74.7

74.6

Table continued on next page.
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Table 111-9--Continued
Tissue paper: Results of operations of U.S. producers, by firm, 2013-15

Item

Fiscal year

2013

2014 |

2015

Gross profit to net sales ratio (

ercent)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark

*%k%

*%k%

*%%

Seaman

*%%

*%%

*%%

Soundview

*kk

*kk

*kk

Average

25.8

25.3

25.4

SG&A expense to net sales ratio

(percent)

Eagle

*%%

*%%

*%%

Flower City

*k%

*k%

*%%

Garlock

*kk

*kk

*kk

Hallmark®

*kk

*kk

*kk

Seaman

*%%

*%%

*%%

Soundview

*%%

*%%

*%%

Average

175

16.8

17.5

Operating i

ncome to net sales rati

0 (percent)

Eagle

*kk

*kk

*kk

Flower City

*k%

*k%

*%%

Garlock

*%%

*%%

*%%

Hallmark

*kk

*kk

*kk

Seaman

*kk

*kk

*kk

Soundview

*kk

*kk

*kk

Average

8.3

8.5

7.9

Net income to net sales ratio (percent)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark

*%k%

*%k%

*%%

Seaman

*%%

*%%

*%%

Soundview

*kk

*kk

*kk

Average

8.2

8.4

7.8

Table continued on next page.
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Table 111-9--Continued
Tissue paper: Results of operations of U.S. producers, by firm, 2013-15

Item

Fiscal year

2013

2014

| 2015

Sales unit value (dollars per 1,000 sg meters)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark®

*%%

*%k%

*kk

Seaman

*%%

*%%

*kk

Soundview

*kk

*kk

*kk

Average

75.36

82.14

81.97

Unit raw material expense (dollars per

1,000 sq meters)

Eagle

*%%

*%%

Flower City

*k%

*k%

*%%

Garlock

*kk

*kk

*kk

Hallmark

*kk

*kk

*kk

Seaman

*%%

*%%

*kk

Soundview

*%%

*%%

*kk

Average

32.15

35.71

34.99

Unit direct labor expense (dollars per

1,000 sq meters)

Eagle

*kk

*kk

*k%k

Flower City

*k%

*k%

*%%

Garlock

*%%

*%%

*kk

Hallmark

*kk

*kk

*kk

Seaman

*kk

*kk

*kk

Soundview

*kk

*kk

*kk

Average

10.18

10.53

11.08

Unit other factory costs (dollars per 1,000 sq meters)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark

*%k%

*%k%

*kk

Seaman

*%%

*%%

*kk

Soundview

*kk

*kk

*kk

Average

13.58

15.12

15.05

Table continued on next page.
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Table 111-9--Continued

Tissue paper: Results of operations of U.S. producers, by firm, 2013-15

Item

Fiscal year

2013

2014

2015

Unit COGS (dollars per 1,000 s

meters)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark

*%k%

*%k%

*kk

Seaman

*%%

*%%

*kk

Soundview

*kk

*kk

*kk

Average

55.90

61.36

61.13

Unit gross income (dollars per 1,000 sq meters)

Eagle

*%%

*%%

Flower City

*k%

*k%

*%%

Garlock

*kk

*kk

*kk

Hallmark

*kk

*kk

*kk

Seaman

*%%

*%%

*kk

Soundview

*%%

*%%

*kk

Average

19.46

20.78

20.84

Unit SG&A expense (dollars per 1,000 sq meters)

Eagle

*kk

*kk

*k%k

Flower City

*k%

*k%

*%%

Garlock

*%%

*%%

*kk

Hallmark*

*kk

*kk

*kk

Seaman

*kk

*kk

*kk

Soundview

*kk

*kk

*kk

Average

13.21

13.82

14.38

Unit operating

income (dollars per 1,000 sq meters)

Eagle

*kk

*kk

*kk

Flower City

*kk

*kk

*kk

Garlock

*kk

*kk

*kk

Hallmark

*%k%

*%k%

*kk

Seaman

*%%

*%%

*kk

Soundview

*kk

*kk

*kk

Average

6.25

6.96

6.47

T exx

Source: Compiled from data submitted in response to Commission questionnaires.
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Total net sales

As described by the data in table I11-8, total net sales fell irregularly (by approximately
1.0 percent), by quantity, but increased by 7.7 percent, by value, between 2013 and 2015. As
indicated in table I1-9, *** reported higher sales quantities and sales values ***? between
2013 and 2015. Overall and on a firm-by-firm basis, the average unit value of sales increased
from 2013 to 2015. Sales of bulk tissue paper accounted for approximately *** percent of total
sales and *** percent, by quantity and value, respectively, in 2015. Between 2013 and 2015,
bulk tissue sales fell steadily (down *** percent (reflecting the data reported by ***)). Sales of
consumer tissue paper accounted for approximately *** percent of total sales, by quantity and
*** percent by value, respectively, in 2015. Net sales quantity of consumer tissue paper rose
irregularly (***), between 2013 and 2015. Unit sales values increased by *** percent for bulk
and consumer tissue paper together (bulk tissue sales unit value rose by *** percent and
consumer tissue sales unit value rose by *** percent). This increase led to an increase overall of
sales values by *** percent for bulk and consumer tissue paper together between 2013 and
2015.

Operating costs and expenses

Raw material costs accounted for a majority of total COGS (approximately 57 percent) as
well as a substantial portion of total sales (approximately 43 percent) during 2013-15, as can be
seen from the data in table 11I-8. On a per-unit basis, raw material costs increased irregularly
from 2013 to 2015. The ratio of raw material costs to net sales for bulk tissue paper was
approximately *** percentage points higher than for consumer tissue paper (***) in 2015,
while the ratio of raw material costs to total COGS was nearly the same (***) in that year. For
integrated producers, such costs include fiber and pulp manufacturing costs as well as direct
papermaking costs. For nonintegrated firms, raw material costs include purchases of jumbo
rolls plus production costs to make tissue paper.

Other factory costs constituted the second greatest component of total COGS (table IlI-
8). These costs rose from 2013 to 2015 on an absolute basis and on a per-unit basis, as well as
when expressed as a share of total net sales and of total COGS. Direct labor costs are lower in
dollar terms and represent a smaller fraction of total COGS or net sales than other factory costs.
These indicators are greater for bulk tissue paper than for consumer tissue paper in each year
2013-15. SG&A expenses were substantial, ranging from $22.5 million in 2013 to $24.3 million
in 2015 and as a share of net sales were unchanged at approximately 17.5 percent from 2013 to
2015. SG&A expenses are *** 2!

20 According to counsel for domestic interested parties, ***. Email to staff from ***, March 16, 2016.
21 See note 1 to table 111-9.
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Profitability

Gross profit, operating income, and net income each increased from 2013 to 2015 in
dollar terms and on a per-unit basis, but each indicator was slightly lower as expressed as a
ratio to net sales in 2015 compared to 2013. ***, From 2013 to 2015, the increases in operating
income of ***, From 2013 to 2015, ***. From 2013 to 2015, gross income rose for both bulk
and consumer tissue paper producers; between those two years, reported operating income
and net income increased by consumer tissue paper producers, offsetting a small decrease
reported by producers of bulk tissue paper.

Variance analysis

A variance analysis for the operations of U.S. producers of tissue paper is presented in
table 111-10.%2 The information for this variance analysis is derived from table 11-8. A variance
analysis is a method to assess the changes in profitability from period to period by measuring
the impact of changes in the relationships between price, cost, and volume. A calculation is
made of the impact of each factor by varying only that factor while holding all other factors
constant. The components of variances are either favorable (positive), resulting in an increase
in net sales and profitability or unfavorable (negative) resulting in the opposite. As the data
depict, operating income increased between 2013 and 2015 overall and between 2013 and
2014 but fell between 2014 and 2015. This increase in operating income was due to a favorable
price variance (unit prices increased) that offset an unfavorable net cost/expense variance (unit
costs and expenses increased) and an unfavorable volume variance in 2013-14 and 2013-15,
unlike 2014-15.

22 The Commission’s variance analysis is calculated in three parts: Sales variance, cost of sales
variance (COGS variance), and SG&A expense variance. Each part consists of a price variance (in the
case of the sales variance) or a cost or expense variance (in the case of the COGS and SG&A expense
variance), and a volume variance. The sales or cost/expense variance is calculated as the change in unit
price or per-unit cost/expense times the new volume, while the volume variance is calculated as the
change in volume times the old unit price or per-unit cost/expense. Summarized at the bottom of the
table, the price variance is from sales; the cost/expense variance is the sum of those items from COGS
and SG&A variances, respectively, and the volume variance is the sum of the volume components of the
net sales, COGS, and SG&A expense variances. The overall volume component of the variance analysis is
generally small.
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Table I1I-10

Tissue paper: Variance analysis on the operations of U.S. producers, 2013-15

Between fiscal years

Item 2013-15 2013-14 2014-15

Net sales:

Price variance 11,164 11,261 (289)

Volume variance (1,245) (3,382) 2,329

Net sales variance 9,919 7,879 2,040
Cost of sales:

Cost/expense variance (8,820) (9,065) 399

Volume variance 923 2,509 (1,740)

Total cost of sales variance (7,897) (6,556) (1,341)
Gross profit variance 2,022 1,323 699
SG&A expenses:

Cost/expense variance (1,976) (1,026) (933)

Volume variance 218 593 (392)

Total SG&A expense variance (1,758) (433) (1,325)
Operating income variance 264 890 (626)
Summarized as:

Price variance 11,164 11,261 (289)

Net cost/expense variance (10,797) (10,090) (534)

Net volume variance (103) (280) 197

Note.—The variance analysis shown here is consistent with the data in table 11I-8. Unfavorable variances are shown

in parenthesis; all others are favorable.

Source: Compiled from data submitted in response to Commission questionnaires.

Capital expenditures and research and development (“R&D”) expenses

Table Ill-11a presents capital expenditures and R&D expenses by firm.*®

Table lll-11a

Tissue paper: Capital expenditures and research and development expenses of U.S. producers,

2013-15

28 Capital expenditures are included in a firm’s statement of cash flows within the section, “cash
flows from investing activities.” In accounting terms, capital expenditures increase the value of specific
plant and equipment and total assets, while charges for depreciation and amortization (in the case of
intangible assets), impairments, and divestitures (or retirement or abandonment of property) decrease
the value of assets. Capital expenditures are made and research and development (“R&D”) expenses are
incurred to achieve improvements in equipment or reduce operating costs and the quality of products

produced.
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Total capital expenditures rose irregularly from 2013 to 2015, reflecting the data of ***.
Capital expenditures on bulk tissue paper rose from $*** in 2013 to $*** in 2015; capital
expenditures on consumer tissue paper fell from $*** in 2013 to $*** in 2014 before
increasing to $*** in 2015. The Commission’s questionnaire asked firms to indicate the nature,
focus, and significance of their capital expenditures and R&D expenses. Their responses are
presented in table 11I-11b.

Table IlI-11b
Tissue paper: Firms’ narrative responses on capital expenditures and R&D expenses

* * * * * * *

*k*k

Assets and return on investment

Table 11I-12 presents data on the U.S. producers’ total assets and their ratio of operating
income to net assets. The value of total net assets rose from 2013 to 2015 by approximately
$***, equivalent to an increase of *** percent, that was accounted for mostly by the data of
*** The net asset values of ***, The ratio of operating income to total net assets declined
irregularly by *** percentage point, from *** percent to *** percent from 2013 to 2015.

Table IlI-12
Tissue paper: U.S. producers’ total assets and ratio of operating income to net assets, 2013-15

* * * * * * *

Not shown here, but a comparison of data for consumer versus bulk tissue paper
indicates that data for asset values reported by firms for consumer tissue paper were ***
greater than reported for bulk tissue paper: $*** versus $*** in 2015. The data reported by
*** affected the reported values overall.

The ratio of operating income to net assets differed markedly when comparing bulk and
consumer tissue paper. For bulk tissue paper the ratio varied from *** percent in 2014 and
2015 to *** percent in 2013; these data were affected by the ***. For consumer tissue paper,
the ratio varied from *** percent (2015) to *** percent (2014); these data were affected by the
reported data by ***,
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PART IV: U.S. IMPORTS AND THE FOREIGN INDUSTRIES

U.S. IMPORTS
Overview

The Commission issued questionnaires to 88 firms believed to have imported tissue
paper between 2013 and 2015. Thirteen firms provided data and information in response to the
questionnaires, while six firms indicated that they had not imported product since January
2010.! Import data in this report are based on questionnaire responses (representing 66.4
percent of all U.S. imports of tissue paper in 2015) and a supplement consisting of proprietary
Customs data for tissue paper.? With the addition of the proprietary Customs data supplement,
the import data in this report are believed to represent essentially all U.S. imports of tissue
paper in 2015.

Imports from subject and nonsubject countries

Table IV-1 and figure IV-1 present information on U.S. imports of tissue paper from
China and all other sources. China was the largest single source of U.S. imports of tissue paper
in 2015 after imports from the country increased by *** percent from 2013. As shown in table
[-9, *** and *** accounted for *** percent and *** percent of imports from China in 2015,
respectively.® India and Indonesia were the largest nonsubject sources of U.S. imports of tissue
paper. In 2015, imports of tissue paper from India totaled approximately 136.8 million square
meters valued at $7.6 million and imports from Indonesia totaled approximately 112.0 million
square meters valued at $8.9 million. The third largest nonsubject source of U.S. imports in
2015 w§s Taiwan with approximately 19.5 million square meters of tissue paper valued at $0.9
million.

1 desex

The firms that indicated they did not import subject tissue paper since 2010 include: ***,

*** Letter from *** representative to USITC staff, February 29, 2016.

% The tissue paper products subject to this review are reported under HTS statistical reporting
numbers 4804.39.4041, 4811.90.4010, 4811.90.6010, and 4811.90.9010. These are the HTS statistical
reporting numbers used to supplement the questionnaire responses for import data. The supplemental
data were prepared by adjusting proprietary Customs data to remove imports of all parties that
provided complete questionnaire responses, including those that certified that they did not import
subject tissue paper. For breakouts by bulk and consumer tissue paper the supplemental data were
allocated according to shares reported in the questionnaire responses.

$xx* Seaman notified all Chinese producers from who it purchased tissue paper of the Commission’s
questionnaire in this review. Domestic Producers’ Response to Questions, May 5, 2016, pp. 24-26.

* Official import statistics reported under HTS statistical reporting numbers 4804.39.4041,
4811.90.4010, 4811.90.6010, and 4811.90.9010. These data are not adjusted for out-of-scope
merchandise, therefore the volumes and values are approximate.
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The ratio of imports of tissue paper from China to U.S. production has increased by ***
percentage points from 2013 to 2015, compared to the ratio of nonsubject imports to U.S.

production, which decreased by *** percentage points over the same period.

Table IV-1

Tissue paper: U.S. imports by source, 2013-15

Calendar year

ltem 2013 | 2014 | 2015
Quantity (1,000 sq meters)

U.S. imports from--
China K%k K%k K%k
All other sources ok ok ok
Total U.S. imports 357,259 347,623 391,689

Value (1,000 dollars)

U.S. imports from--
China K%k K%k K%k
All other sources ok ok ok
Total U.S. imports 24,861 25,220 27,713

Unit value (dollars per 1,000 sq meters)

U.S. imports from--
China K%k K%k K%k
All other sources ok ok ok
Total U.S. imports 69.59 72.55 70.75

Share of quantity (percent)

U.S. imports from--
China K%k K%k K%k
All other sources ok ek ok
Total U.S. imports 100.0 100.0 100.0

Share of value (percent)

U.S. imports from--
China K%k K%k K%k
All other sources ok ok ok
Total U.S. imports 100.0 100.0 100.0

Ratio to U.S. production (percent)

U.S. imports from--
China K%k K%k K%k
All other sources ok ek ok
Total U.S. imports 21.1 20.0 23.0

Source: Compiled from data submitted in response to Commission questionnaires and proprietary
Customs data using HTS statistical reporting numbers 4804.39.4041, 4811.90.4010, 4811.90.6010, and
4811.90.9010, accessed March 24, 2016.
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Figure IV-1
Tissue paper: U.S. import quantity and unit value, 2013-15

* * * * * * *

Table IV-2 and figures IV-2 and 1V-3 present information on U.S. producers’ and U.S.
importers’ U.S. shipments by source and format. U.S. producers’ shipments of bulk and
consumer tissue paper were almost equally divided while the vast majority of imports shipped
in the United States consisted of consumer tissue paper (*** percent from China and ***
percent from all other countries).”> Whether produced domestically or imported, consumer
tissue paper was almost exclusively (*** percent overall) shipped in folded format during 2015.
Bulk tissue paper was shipped in both folded and flat format during 2015, but the majority of all
U.S. shipments (*** percent overall) were in flat format.

Table IV-2
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by source and format, 2015

Figure IV-2
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by source and format, 2015

Figure IV-3
Tissue paper: U.S. shipments from all sources by format, 2015

* * * * * * *

Table IV-3 and figures IV-4 and IV-5 present information on U.S. producers’ and U.S.
importers’ U.S. shipments by source and sheet count. Figure 1V-5 shows that U.S. producers’
and importers’ combined bulk tissue paper shipments during 2015 consisted in large part (***
percent) of packages containing more than 400 sheets of tissue paper, while *** of combined
consumer tissue paper shipments consisted of packages containing 400 or fewer sheets of
tissue paper. Importers reported *** percent of shipments of consumer tissue paper consisted
of packages of more than 400 sheets, while U.S. producers reported *** shipments of
consumer tissue paper in packages of that size. However, *** percent of U.S. producers’

shipments of consumer tissue paper were in packages containing between 301 and 400 sheets.®

® *** and Domestic Producers’ Response to Questions, May 5, 2016, p. 27.
® According to domestic producers, the availability of consumer tissue paper packages with 400
sheets is a development of the last ten years. Domestic Producers’ Prehearing Brief, pp. 9-10.
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Table IV-3
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by source and sheet count,
2015

Figure IV-4
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by source and sheet count,
2015

Figure IV-5
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by product type and sheet
count, 2015

Table IV-4 and figures IV-6 and IV-7 present information on U.S. producers' and U.S.
importers' U.S. shipments by product type and color during 2015. Specialty tissue paper
accounted for the smallest share of shipments for each source (*** percent for U.S. producers,
*** percent for imports from China, and *** percent for imports from all other sources). There
were *** from China and *** imported from sources other than China; however, there were
substantial shipments of white, color, and specialty consumer tissue paper reported by all
sources. Total U.S. shipments of bulk and consumer tissue paper consisted of similar shares of
white tissue paper (*** and *** percent, respectively). Color tissue paper was more prevalent
in U.S. shipments of consumer tissue (*** percent) than it was in shipments of bulk tissue (***
percent) during 2015.

Table IV-4
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by source and color, 2015

Figure IV-6
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by source and color, 2015

* * * * * * *

Figure IV-7
Tissue paper: U.S. producers' and U.S. importers' U.S. shipments by product type and color, 2015

* * * * * * *
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U.S. IMPORTERS’ IMPORTS SUBSEQUENT TO DECEMBER 31, 2015

The Commission requested that importers indicate whether they had imported or
arranged for the importation of tissue paper from China for delivery subsequent to December
31, 2015. Table IV-5 presents U.S. importers’ responses regarding arranged imports.

Table IV-5
Tissue paper: U.S. importers' arranged imports, subsequent to December 31, 2015

* * * * * * *

U.S. IMPORTERS’ INVENTORIES

Table IV-6 presents data for inventories of U.S. imports of tissue paper from China and
all other sources held in the United States. *** are responsible for most of the increased
inventories of tissue paper from China as well as the increased inventories of tissue paper from
all other import sources.’ The ratio of inventories to U.S. imports from China was substantially
higher than the ratio of inventories to U.S. imports from all other sources from 2013 to 2015.

Table IV-6:
Tissue paper: U.S. importers' end-of-period inventories of imports by source, 2013-15

* * * * * * *

THE INDUSTRY IN CHINA
Overview

During the original investigation, approximately 750 paper mills in China produced
tissue paper (broadly defined). The vast majority of production, however, was considered to be
dry-creped tissue for sanitary and household purposes. The Commission issued questionnaires
to 78 firms identified as possible tissue paper producers in the petition and from internet
searches in the original investigation. Two producers (Guilen Quifend Paper Co., Ltd (“Guilen™)
and Max Fortune Industrial, Ltd. (“Max Fortune™)) completed and returned the Commission’s
questionnaire for their production operations in China, as did one exporter (Constant China
Import Export, Ltd.) for its trading operations. China National provided a partial response to
the Commission’s questionnaire in its original investigation. Exports of subject merchandise of
the three responding parties accounted for *** percent of total U.S. imports of tissue paper
from China during 2003.2

Tx% | S, Importers’ questionnaire response, section I1-8d.
® Investigation No. 731-TA-1070B (Review): Certain Tissue Paper Products from China — Staff Report,
INV-HH-059, June 3, 2010, pp. 1-39-40.
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In the first five-year review, the Commission did not receive any responses to its notice
of institution from Chinese producers. The domestic interested parties listed 79 producers of
tissue paper in China and indicated that China’s capacity to produce tissue paper products had
increased significantly since the imposition of the order.’

There were no responses to the second five-year review notice of institution from
Chinese producers. In their response to the notice of institution, domestic interested parties
identified 88 potential foreign producers of tissue paper in China and provided excerpts of
some of the companies’ websites.™® Staff issued questionnaires to 53 foreign producers or
exporters, three of which provided useable responses: King Rong, Seaman Paper Asia, and
Union China (Fuzhou) Paper Products Co. (“Union China”). The three responding firms
accounted for a small portion of China’s tissue paper production but accounted for *** percent
of exports of tissue paper from China to the United States.™

Operations on tissue paper

Table IV-7 presents summary data on the two responding producers and one exporter in
China. King Rong Hxsk 12 13

Table IV-7
Tissue paper: Summary data on firms in China, 2015

Table IV-8 presents data on responding firms in China. The primary export market for
King Rong and Union China was *** and both noted that ***.** Seaman Paper Asia’s primary
export markets were *** 1> Because King Rong ***, any discussion of trends regarding
production and capacity are not reflective of even the small portion of the industry represented
by these two producers.* The responding producers’ production capacity utilization did not
drop below *** percent from 2013 to 2015."’

% Investigation No. 731-TA-1070B (Review): Certain Tissue Paper Products from China — Staff Report,
INV-HH-059, June 3, 2010, pp. 1-39-40.

% Domestic Interested Parties’ Response to the Notice of Institution, June 30, 2015, pp. 44-52.

! Domestic producers provided brief descriptions of certain individual producers currently operating
in China, including Max Fortune and Guilen. Domestic Producers’ prehearing brief, pp. 45-49 and exh. 26.

2% King Rong’s foreign producer questionnaire response, sections I-2 and I1-2.

B3+ King Rong’s foreign producer questionnaire response, section I1-14.

¥ King Rong and Union China’s foreign producer questionnaire response, section, 11-13.

1> xx% Seaman Paper Asia’s foreign producer questionnaire response, sections 11-14 and 11-15.

18 King Rong’s foreign producer questionnaire response, section, I-2.

%% Union China and King Rong’s foreign producer questionnaire responses, sections I1-5d-e.
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Table IV-8
Tissue paper: Data on responding firms in China, 2013-15

* * * * * * *

Table IV-9 presents the responding firms’ overall capacity and production of products on
the same machinery as tissue paper in China. Union China produces *** 8

Table IV-9

Tissue paper: Responding firms’ overall capacity and production of products on the same
machinery as tissue paper in China, 2013-15

* * * * * * *

Table IV-10 presents tissue paper exports, albeit more broadly defined than the scope of
this review, from China to the United States. Exports from China have increased by 44.0 percent
in terms of value from 2013 to 2015. The United States, Iran, and Vietnam were the largest
markets for tissue paper from China from 2013 to 2015. In terms of value of global exports of
the broadly-defined tissue paper products (presented in table 1V-13), China ranked third behind
Germany and the United States in 2014.

18 Union China’s foreign producer questionnaire response, section II-5e.
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Table IV-10

Tissue paper: Exports from China by destination market, 2013-15

Calendar year

ltem 2013 | 2014 | 2015
Value (1,000 dollars)
China's exports to the United States 60,769 58,131 87,514
China's exports to other major destination markets.--
Iran 30,226 41,076 43,876
Vietham 15,635 38,998 47,592
India 25,686 30,680 34,993
Korea South 18,286 24,133 24,485
Australia 26,220 31,649 26,923
Pakistan 22,119 23,466 26,173
United Arab Emirates 8,396 9,970 9,803
Malaysia 32,964 21,233 23,482
All other destination markets 235,132 227,965 253,074
Total China exports 475,434 507,302 577,915

Share of value (1,000 dollars)

China's exports to the United States 12.8 115 15.1
China's exports to other major destination markets.--
Iran 6.4 8.1 7.6
Vietnam 3.3 7.7 8.2
India 5.4 6.0 6.1
Korea South 3.8 4.8 4.2
Australia 55 6.2 4.7
Pakistan 4.7 4.6 4.5
United Arab Emirates 1.8 2.0 1.7
Malaysia 6.9 4.2 4.1
All other destination markets 49.5 44.9 43.8
Total China exports 100.0 100.0 100.0

Note.— The data presented in this table include certain out-of-scope paper products. HS subheading
4804.39 includes certain condenser paper, wrapping paper and tissue paper. HS subheading 4811.90
includes other paper, paperboard, cellulose wadding and webs of cellulose fibers in strips or rolls.

Source: Official exports statistics for China under HS subheadings 4804.39 and 4811.90 as reported by
China Customs in the GTIS/GTA database, accessed March 21, 2016.
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ANTIDUMPING OR COUNTERVAILING DUTY ORDERS IN THIRD-COUNTRY MARKETS

Based on available information, tissue paper is not subject to antidumping or
countervailing duty orders outside the United States.

GLOBAL MARKET
Demand

Most firms reported no change in demand outside the United States for both bulk and
consumer tissue paper since January 1, 2010 (tables IV-11-12). Most firms expect no change in
demand over the next two years. Firms’ responses frequently appeared to address their own
sales in the other markets rather than overall demand in these markets. Firms’ reported
reasons for changes in demand since 2010 included: reduced demand for bulk (Chinese
competition, the higher value of the dollar, the world economic slowdown, and less use of gift
packaging); reduced demand for consumer (Chinese competition in Canada and UK, costs, and
duties); and increased demand for bulk (due to one product requiring tissue in the box). Firms’
reported reasons they expected changes in demand outside the United States included:
reduced demand for bulk (Chinese competition and less use of gift packaging); reduced demand
for consumer (the higher cost of U.S. tissue paper); and increased demand for bulk
(international sales growth).

Table IV-11
Tissue paper: Firms’ responses regarding demand outside the United States for bulk tissue paper
Iltem Increase No change Decrease Fluctuate

Demand outside the United States

U.S. producers 0 1 1 1
Importers 0 2 0 0
Purchasers 1 10 1 0
Foreign producers (home market) 0 2 0 1
Foreign producers (other markets) 0 3 0 0
Anticipated future demand outside the United States

U.S. producers 0 1 1 1
Importers 0 2 0 0
Purchasers 2 9 1 0
Foreign producers (home market) 0 2 0 1
Foreign producers (other markets) 0 3 0 0

Source: Compiled from data submitted in response to Commission questionnaires.
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Table IV-12

Tissue paper: Firms’ responses regarding demand outside the United States for consumer tissue
paper

Item Increase No change Decrease Fluctuate

Demand outside the United States

U.S. producers 0 3 0 0
Importers 0 7 0 0
Purchasers 0 10 1 2
Foreign producers (home market) 0 2 0 1
Foreign producers (other markets) 0 3 0 0
Anticipated future demand outside the United States

U.S. producers 0 2 1 0
Importers 0 7 0 0
Purchasers 1 12 0 1
Foreign producers (home market) 0 2 0 1
Foreign producers (other markets) 0 3 0 0

Source: Compiled from data submitted in response to Commission questionnaires.

Prices
Most firms had no knowledge of prices in non-U.S. markets. One importer (***) stated

that prices in non-U.S. markets are significantly lower than in the U.S. market because Chinese
suppliers are dumping tissue paper into other countries.

Supply

Table IV-13 presents global exports of paper products including tissue paper, by
exporting country.
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Table IV-13
Tissue paper: Global exports by exporting country, 2012-14

Calendar year
ltem 2012 | 2013 | 2014
Value (1,000 dollars)
United States 672,329 635,206 643,247
China 408,501 475,434 507,302
All other major exporting countries.--
Germany 1,413,483 1,337,576 1,360,365
Sweden 309,384 289,619 297,716
Japan 303,651 275,186 265,396
France 245,639 269,708 264,182
Spain 238,358 273,583 250,852
Finland 195,300 277,293 223,514
United Kingdom 181,219 185,922 174,315
Italy 142,148 158,143 154,541
Belgium 184,216 175,430 143,097
Canada 134,698 133,767 134,706
All other exporting countries. 1,146,328 1,055,147 1,086,889
Total global exports 5,575,255 5,542,013 5,506,122
Share of value (percent)
United States 12.1 115 11.7
China 7.3 8.6 9.2
All other major exporting countries.--
Germany 254 24.1 24.7
Sweden 5.5 5.2 5.4
Japan 5.4 5.0 4.8
France 4.4 4.9 4.8
Spain 4.3 4.9 4.6
Finland 3.5 5.0 4.1
United Kingdom 3.3 3.4 3.2
Italy 2.5 2.9 2.8
Belgium 3.3 3.2 2.6
Canada 2.4 2.4 2.4
All other exporting countries. 20.6 19.0 19.7
Total global exports 100.0 100.0 100.0

Note 1.--Quantity data are not reported since there is no consistent unit used across reporting countries.
Some report in area measures and others in weight measures.

Note 2.--Data reported for 2012-14, and not 2013-15 since full year 2015 data are not yet available from
all major reporting countries in the GTIS/GTA database.

Source: Official exports statistics under HS subheadings 4804.39 and 4811.90 as reported in the
GTIS/GTA database, accessed March 21, 2016.
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PART V: PRICING DATA

FACTORS AFFECTING PRICES
Raw material costs

The primary raw material for tissue paper is virgin pulp and recycled paper. U.S.
producers’ total raw material costs accounted for 57.5 percent to 58.2 percent of the cost of
goods sold during 2013-15. On a per-unit basis, U.S. producers’ average unit raw material costs
increased by $3.56 per thousand square meters (equivalent to 11.1 percent) from 2013 to 2014
and then declined by $0.72 per thousand square meters (2.0 percent) from 2014 to 2015.

U.S. producers had mixed responses regarding raw material price trends since 2010: one
producer stated that raw material prices increased, two stated that prices decreased, two
stated that prices fluctuated, and one stated that there was no change. Two producers expect
raw material prices to increase while three anticipate fluctuating costs and one producer
anticipates no change in raw material prices. Eight of eleven responding importers reported no
change in raw material prices since 2010 and nine of eleven responding importers stated that
they do not anticipate a change in the future.

Transportation costs to the U.S. market

Transportation costs for tissue paper shipped from China to the United States averaged
8 percent in 2015. These estimates were derived from official import data and represent
transportation and other charges on imports.*

All 13 responding importers and all foreign producers/exporters reported that the
importer typically arranges international transportation. Three importers reported that the cost
of shipping tissue paper to the United States ranged from $5 to $34 per thousand square
meters. Foreign producer *** reported that the cost of shipping tissue paper to the United
States was $*** per thousand square meters.

U.S. inland transportation costs

Five of six responding U.S. producers and three of five responding importers reported
that they typically arrange transportation to their customers. U.S. producers reported that their
U.S. inland transportation costs ranged from 0.5 to 8 percent while importers reported costs of
1 to 2 percent. Responding purchasers stated that U.S. inland transportation costs from
domestic producers to purchasers’ warehouse or distribution network ranged from 0.1 to 20
percent and ranged from 0.1 to 18 percent for imported Chinese product.

! The estimated transportation costs were obtained by subtracting the customs value from the c.i.f.
value of the imports for 2015 and then dividing by the customs value based on the HTS statistical
reporting numbers 4804.39.4041, 4811.90.4010, 4811.90.6010, and 4811.90.9010.



PRICING PRACTICES

Pricing methods

U.S. producers and importers reported using transaction-by-transaction negotiations,
contracts, and price lists (table V-1). Six importers either do not resell tissue paper or are

retailers.

Table V-1

Tissue paper: U.S. producers’ and importers’ reported price setting methods, by number of

responding firms*

Method U.S. producers Importers
Transaction-by-transaction 4 3
Contract 4 3
Set price list 4 2
Other 0 6

" The sum of responses down may not add up to the total number of responding firms as each firm was

instructed to check all applicable price setting methods employed.

Source: Compiled from data submitted in response to Commission questionnaires.

As shown in table V-2, while U.S. producers’ 2015 sales were mostly short-term
contracts with a little more than 20 percent in spot sales, imported Chinese product largely sold
through short-term contracts. U.S. producers’ short-term contracts ranged from 30 to 240 days,
fix prices, and do not include price renegotiation or meet-or-release provisions. Responding
importers’ short-term contracts range from 45 to 240 days, do not include price renegotiation,
but do include meet-or-release provisions; one importer fixes price. One foreign producer
reported that it sells *** tissue paper in the spot market.

Table V-2
Tissue paper: U.S. producers’ and importers’ shares of U.S. commercial shipments by type of
sale, 2015
Type of sale U.S. producers Importers
Long-term contracts 7.7 4.2
Annual contracts 9.8 0.0
Short-term contracts 61.0 92.1
Spot sales 21.5 3.6
Total 100.0 100.0

Note.--Because of rounding, figures may not add to the totals shown.

Source: Compiled from data submitted in response to Commission questionnaires.

Most purchasers reported purchasing tissue paper weekly (10) or monthly (11), and 26
of 28 responding purchasers reported that they did not expect this to change in the next two
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years. Purchasers contact from one to at most five suppliers before making a purchase, most of
which (18 of 26) contact three or fewer suppliers.

Sales terms and discounts

U.S. producers quote prices on both delivered and an f.o.b. basis while responding
importers typically quote prices on an f.0.b. basis. Three producers offer quantity discounts,
three offer total volume discounts, and two do not offer discounts. Two importers, including
*** offer quantity discounts and three, including ***, offer total volume discounts. Most
producers reported sales terms of net 30 days while importers had sales terms ranging from net
30 days to net 75 days.

Price leadership

Purchasers reported that Seaman (6), Garlock (2), and Flower City (2) were price leaders.
*xk *x* stated that Seaman leads vendors in announcements of price increases while ***
stated that Seaman is consistently lower priced. *** reported that Seaman has global
production and markets and that due to its volume and locations, it is in a position to negotiate
paper and logistics costs that can move prices up or down. *** stated that Seaman offers a fair
price and has consistent products. *** stated that Seaman is consistently strong with pricing
and has a quality product. *** stated that Garlock is a large U.S. tissue printer that has
advantages in location and volume that allow it to be a U.S. market price leader. *** stated that
Garlock has an integrated production process, including the mill, printing, and sheeting. ***
stated that Flower City is one of the larger domestic producers of bulk tissue in the United
States and its pricing influences buying patterns, especially amongst buyers concerned almost
exclusively with buying the cheapest tissue available. In the retail market, *** identified
Walmart and Target as having pricing power and *** identified Amazon and Walmart as retalil
price leaders.

PRICE DATA
The Commission requested U.S. producers and importers provide quarterly data for the
total quantity and f.o.b. value of the following tissue paper products sold to unrelated U.S.

customers during 2013-15.

Product 1.--Tissue paper, folds, 40 sheets (20” x 20”), white, in poly bag or paper
overwrap.

Product 2.-- Tissue paper, folds, 6 sheets (20” x 26”), solid color sheets other than
specialty tissue paper products, in poly bag or paper overwrap.

Product 3.-- Tissue paper, folds, 8 sheets (16 ¥ ” x 24”), solid color sheets other than
specialty tissue paper products, in poly bag or paper overwrap.



Product 4.-- Tissue paper, 480-500 sheets per ream, (20” x 30”), white, in single or
multiple reams.

Four U.S. producers and one importer provided usable pricing data for sales of the
requested products, although not all firms reported pricing for all products for all quarters.’
Products 1, 2, and 3 are consumer tissue paper products and product 4 is a bulk tissue paper
product. ***. No pricing data was reported by U.S. producers for product 3 and no pricing data
was reported by importers for product 2. Pricing data reported by these firms accounted for
approximately *** percent of the value of U.S. producers’ commercial shipments of tissue
paper and *** percent of the value of U.S. commercial shipments of subject imports from China
in 2015.3 Price data for products 1-4 are presented in tables V-3 to V-6 and figures V-1 to V-4.*

Table V-3

Tissue paper: Weighted-average f.0.b. prices and quantities of domestic and imported product 1
and margins of underselling/(overselling), by quarters, January 2013-December 2015

* * * * * * *

Table V-4

Tissue paper: Weighted-average f.0.b. prices and quantities of domestic and imported product 2
and margins of underselling/(overselling), by quarters, January 2013-December 2015

* * * * * * *

Table V-5

Tissue paper: Weighted-average f.0.b. prices and quantities of domestic and imported product 3
and margins of underselling/(overselling), by quarters, January 2013-December 2015

* * * * * * *

2 Per-unit pricing data are calculated from total quantity and total value data provided by U.S.
producers and importers. The precision and variation of these figures may be affected by rounding,
limited quantities, and producer or importer estimates.

® Pricing data reported by these firms accounted for approximately *** percent of the value of U.S.
producers’ commercial shipments of tissue paper and *** percent of the value of U.S. commercial
shipments of subject imports from China in 2013-15.

* The Commission also requested purchase cost data for the pricing products for direct imports of
tissue paper. Only one importer (***) provided data for products 1-3. However, its reported data for all
three products was estimated on an allocation basis and the prices for these three products were the
same in each quarter on a per-pack basis. These data are not presented. In response to further
questions regarding direct importing practices, *** stated that the benefits of direct importing are lower
costs and lower minimum order quantities and it estimates that it saves *** percent by direct importing
rather than purchasing from an importer. It estimates that inland transportation accounts for ***
percent of the total cost of tissue paper.
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Table V-6

Tissue paper: Weighted-average f.0.b. prices and quantities of domestic and imported product 4
and margins of underselling/(overselling), by quarters, January 2013-December 2015

* * * * * * *

Figure V-1
Tissue paper: Weighted-average prices and quantities of domestic and imported product 1, by
guarters, January 2013-December 2015

Figure V-2
Tissue paper: Weighted-average prices and quantities of domestic and imported product 2, by
guarters, January 2013-December 2015

Figure V-3
Tissue paper: Weighted-average prices and quantities of domestic and imported product 3, by
guarters, January 2013-December 2015

Figure V-4
Tissue paper: Weighted-average prices and quantities of domestic and imported product 4, by
guarters, January 2013-December 2015

Price trends

*** .S. producers (***) reported data for product 1. ***, This leads to *** in the
weighted average price per pack and *** for product 1. The ***,

Prices for products other than product 1 were stable during 2013-15. Table V-7
summarizes the price trends, by product and by country. As shown in the table, domestic price
changes ranged from a decline of *** percent to an increase of *** percent during 2013-15.
Due to the lack of reported pricing data from importers, price trends cannot be calculated.

Table V-7

Tissue paper: Summary of weighted-average f.0.b. prices for products 1-4 from the United States
and China
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Price comparisons

As shown in table V-8, prices for tissue paper imported from China were below those for
U.S.-produced product for the only two quarters of available comparisons; margins of
underselling ranged from *** to *** percent.

Table V-8

Tissue paper: Instances of undersellin
country, January 2013-December 2015

9/overselling and the range and average of margins, by

Margins of underselling Margins of (overselling)
Number of Number of Range (percent) Range (percent)
quarters of quarters of | Average Average
Product underselling | (overselling) | (percent) Min Max (percent) Min Max
Product 1 Sk ok *kk ko *kk ——
Product 2 *Hk *Hk — — —— — —— -
Product 3 *hk *kk — —
Product 4 ok Xk Kk Xk *kk — —
Total 2 0 27.4 21.2 33.7 ---

In the original investigations, subject imports from China were priced lower than domestic product in ***
of *** comparisons, *** of *** instances were consumer tissue paper and *** of *** instances were bulk
tissue paper; underselling margins averaged *** percent. Certain Tissue Paper Products from China, Inv.
Nos. 731-TA-1070B (Final), Final Staff Report, March 2005, p. V-16.

Source: Compiled from data submitted in response to Commission questionnaires.

Purchasers’ perceptions of relative price trends

Purchasers were asked how the prices of tissue paper from the United States had
changed relative to the prices of product from China since 2010. Six purchasers reported that
there was no change in price and eight reported that prices changed by the same amount. Four
purchasers reported that the price of U.S.-produced tissue paper was relatively lower than the
price of tissue paper from China while three reported that U.S.-produced tissue paper was
relatively higher than the price of tissue paper from China.
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The Commission makes available notices relevant to its investigations and reviews on its
website, www.usitc.gov. In addition, the following tabulation presents, in chronological order,

Federal Register notices issued by the Commission and Commerce during the current

proceeding.

Citation Title Link
80 FR 31012, International Trade Administration http://www.gpo.gov/fdsys/pkg/FR-2015-06-
June 1, 2015 Initiation of Five-Year (“Sunset”) Review | 01/pdf/2015-13111.pdf
80 FR 31065, Certain Tissue Paper Products from http://www.gpo.gov/fdsys/pkg/FR-2015-06-
June 1, 2015 China: Institution of a Five-Year Review 01/pdf/2015-12870.pdf
80 FR 57386, Certain Tissue Paper From China: Notice | https://www.gpo.gov/fdsys/pkg/FR-2015-09-
September 23, | of Commission Determination To 23/pdf/2015-24080.pdf
2015 Conduct a Full Five-Year Review
80 FR 59734, Certain Tissue Paper Products From the | https://www.gpo.gov/fdsys/pkg/FR-2015-10-
October 2, People's Republic of China: Final Results | 02/pdf/2015-25153.pdf
2015 of Expedited Sunset Review of the

Antidumping Duty Order

81 FR 1643, Certain Tissue Paper Products From https://www.gpo.gov/fdsys/pkg/FR-2016-01-
January 13, China: Scheduling of a Full Five-Year 13/pdf/2016-00480.pdf
2016 Review
81 FR 22632, Certain Tissue Paper Products From https://www.gpo.gov/fdsys/pkg/FR-2016-04-
April 18, 2016 China: Cancellation of Hearing for Full 18/pdf/2016-08797.pdf

Five-Year Review
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Office of the

April 7,2016
Secretary
Int’'l Trade Commission Inv. No. 731-TA-1070B
(Second Sunset Review)
Total Pages: 5
PUBLIC DOCUMENT
BY ELECTRONIC FILING

The Honorable Lisa R. Barton

Secretary

Attn:  U.S. International Trade Commission
500 E Street, S.W.
Washington, DC 20436

Re:  Certain Tissue Paper Products from the People’s Republic of China: Request
to Appear at Hearing and Request for Consideration of Cancellation of

Hearing

Dear Secretary Barton:

On behalf of Seaman Paper Company of Massachusetts, Inc., Eagle Tissue LLC, Flower
City Tissue Mills Co., Garlock Printing & Converting, Inc., Hallmark Cards Incorporated and
Soundview Vermont Holdings, LLC (the “Domestic Producers™), we hereby file this request to
appear at the hearing scheduled for April 28, 2016 in connection with this review. This request
- is timely filed pursuant to the Commission’s scheduling of notice of January 13, 2016. Certain
Tissue Paper Products From China: Scheduling of a Full Five-Year Review, 81 Fed. Reg. 1,643

(Jan. 13, 2016).
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We further respectfully request that the Commission consider whether the scheduled
hearing should be cancelled given considerations of cost and administrative efficiency. The
Domestic Producers recognize that the hearing can provide an important opportunity for the
Commission to achieve a fuller understanding of the facts and legal issues involved in the
proceeding. In this sunset review, however, several circumstances noted below suggest that the
benefits of a hearing would be limite(i and may not justify the burden of a hearing on the
Commission and staff as well as on the Domestic Producers. Accordingly, if the Commission is
amenable, in lieu of a hearing the Domestic Producers would propose to submit written
testimony and responses to any questions by a date to be specified by the Commission.

First, because respondent parties have declined to participate in any phase of this sunset
review, it is unlikely that a hearing will elicit new information concerning the Chinese tissue
paper industry or the likely effect and impact of future imports on the domestic industry. In fact,
the Domestic Producers likely will be the only attendees to appear at the hearing. While the
Domestic Producers are willing to participate fully in the hearing, we expect that our testimony
would focus on the points that we have made previously through our substantive response,
questioﬁnaire responses, and in our prehearing brief to be submitted to the Commission on April
21,2016. Accordingly, a hearing is unlikely to raise any factual or legal issues not previously
presented to the Commission.

Second, a public hearing is not likely to allow the Commission and Domestic Producers

to fully discuss any questions that the Commission may have concerning confidential

information provided in questionnaire responses and the prior submissions. In order for the
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Domestic Producers to respond fully to the questions from the Commission, it is very likely that
we will need to provide supplemental written responses in a confidential post hearing
submission, comparable to the written responses that could be provided to the Commission in
lieu of a public hearing.

Finally, cancellation of the hearing would allow both the Commission and the Domestic
Producers to conserve scarce resources and avoid significant time commitments associated with
the hearing.

We would like to emphasize that this request that the Commission consider cancelling the
hearing scheduled for April 28, 2016 does not result from any lack of interest by the Dom