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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-738 (Preliminary)

FOAM EXTRUDED PVC AND POLYSTYRENE FRAMING STOCK
FROM THE UNITED KINGDOM

Determination

On the basis of the record' developed in the subject investigation, the Commission
determines, pursuant to section 733(a) of the Tariff Act of 1930 (19 U.S.C. § 1673b(a)), that
there is a reasonable indication that an industry in the United States is threatened with
material injury’ by reason of imports from the United Kingdom of foam extruded PVC and
polystyrene framing stock,’ provided for in subheadings 3924.90.20, 3926.90.90,
3926.90.95, and 3926.90.98 of the Harmonized Tariff Schedule of the United States, that are
alleged to be sold in the United States at less than fair value (LTFV).

Background

On September 8, 1995, a petition was filed with the Commission and the Department
of Commerce by Marley Mouldings, Inc., Marion, VA, alleging that an industry in the
United States is materially injured or threatened with material injury by reason of LTFV
imports of foam extruded PVC and polystyrene framing stock from the United Kingdom.
Accordingly, effective September 8, 1995, the Commission instituted antidumping
investigation No. 731-TA-738 (Preliminary). The petition in this investigation was filed
subsequent to the effective date of the Uruguay Round Agreements Act ("URRA"). This
investigation, thus, is subject to the substantive and procedural rules of the law as modified
by the URAA. See P.L. 103465, approved Dec. 8, 1994, Stat 4809, at § 291.

Notice of the institution of the Commission’s investigation and of a public conference
to be held in connection therewith was given by posting copies of the notice in the Office of
the Secretary, U.S. International Trade Commission, Washington, DC, and by publishing the
notice in the Federal Register of September 18, 1995 (60 F.R. 48167). The conference was
held in Washington, DC, on September 29, 1995, and all persons who requested the
opportunity were permitted to appear in person or by counsel.

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

2 Commissioner Carol T. Crawford and Commissioner Lynn M. Bragg find that there is a
reasonable indication that an industry in the United States is materially injured by reason of imports

from the United Kingdom of foam extruded PVC and polystyrene framing stock that are alleged to be
sold in the United States at LTFV.

* For purposes of this investigation, the subject product consists of all extruded PVC and
polystyrene framing stock regardless of color, finish, width or length. Finished frames assembled
from foam extruded PVC and polystyrene framing stock are excluded.
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VIEWS OF THE COMMISSION

Based on the record in this preliminary investigation, we find that there is a
reasonable indication that an industry in the United States is threatened with material injury
by reason of imports of foam extruded PVC and polystyrene ("PVC/polystyrene”) framing
stock from the United Kingdom that are allegedly sold in the United States at less than fair
value ("LTFV").' 3

L THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard in preliminary antidumping investigations requires the Commission
to determine, based upon the information available at the time of the preliminary
determination, whether there is a reasonable indication that a domestic industry is materially
injured, or threatened with material injury, by reason of the allegedly LTFV imports.* In
applying this standard, the Commission weighs the evidence before it and determines whether
"(1) the record as a whole contains clear and convincing evidence that there is no material
injury or threat of such injury; and (2) no likelihood exists that contrary evidence will arise
in a final investigation."

1I. DOMESTIC LIKE PRODUCT AND INDUSTRY
A. In _General

To determine whether there is a reasonable indication that an industry in the United
States is materially injured or threatened with material injury by reason of the subject
imports, the Commission first defines the "domestic like product” and the "industry."
Section 771(4)(A) of the Act defines the relevant industry as the "producers as a [w]hole of a
domestic like product, or those producers whose collective output of a domestic like product
constitutes a major proportion of the total domestic production of the product.”’ In turn, the
Act defines "domestic like product” as "a product which is like, or in the absence of like,
most similar in characteristics and uses with, the article subject to an investigation. . . ."®

' Commissioner Crawford and Commissioner Bragg find that there is a reasonable indication that

the domestic industry is materially injured by reason of the subject imports. See Views of
Commissioner Crawford and Views of Commissioner Bragg. They join in sections I, II, and III of
this opinion.

> Whether there is a reasonable indication that the establishment of an industry in the United
States is materially retarded is not an issue in this investigation.

* This investigation is subject to the Uruguay Round Agreements Act ("URAA") amendments to
the Tariff Act of 1930 ("the Act"). P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809. 19
U.S.C. § 1671 et seq., as amended.

* 19 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994 (Fed. Cir.
1986); Calabrian Corp. v. United States, 794 F.Supp. 377, 381 (Ct. Int’l Trade 1992).

5 American Lamb 785 F.2d at 1001; see also Texas Crushed Stone Co. v. United States, 35
F.3rd 1535, 1543 (Fed. Cir. 1994).

¢ 19 U.S.C. § 1677(4)(A).

7 19 U.S.C. § 1677(4)(A).

* 19 U.S.C. § 1677(10).



Our decision regarding the appropriate domestic like product(s) in an inv&stigation is
a factual determination, and we apply the statutory standard of "like" or "most similar in
characteristics and uses” on a case-by-case basis.” No single factor is dispositive, and the
Commission may consider other factors it deems relevant based on the facts of a particular
investigation.” The Commission looks for clear dividing lines among possible like products,
and disregards minor variations."

In its initiation notice, Commerce defined the imported subject merchandise as

all extruded PVC and polystyrene framing stock regardless of color, finish, width or
length. Finished frames assembled from foam extruded PVC and polystyrene
framing stock are excluded.”

The subject merchandise is framing stock consmtmg of an extruded shape or "profile” on
which finishes are apphed to obtam a specific look.” Framing stock is used to manufacture
frames for pictures and mirrors."

B. Analysis of Domestic Like Product Issues

We considered three domestic like product issues® in this preliminary investigation:
(1) whether PVC and polystyrene framing stock should be defined as a single domestic like
product; (2) whether the domestic like product should be defined more broadly than the
subject merchandise to include framing stock of wood, metal and other non-subject materials;
and (3) whether the domestic like product should be defined more broadly than the subject
merchandise to include the downstream product, finished frames. For the reasons discussed
below, we find a single domestic like product consisting of PVC and polystyrene framing
stock and do not broaden the definition of the domestic like product to include either framing
stock of wood, metal, or other non-subject materials, or finished frames.

® See, e.g., Nippon Steel Corp. v. United States, Slip Op. 95-57 at 11 (Ct. Int’l Trade, Apr. 3.

1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l Trade 1990), aff’d, 938
F.2d 1278 (Fed. Cir. 1991) ("every like product determination *must be made on the particular record
at issue’ and the ’unique facts of each case’”). In analyzing domestic like product issues, the
Commission generally considers a number of factors including: (1) physical characteristics and uses;
(2) interchangeability; (3) channels of distribution; (4) customer and producer perceptions of the
products; (5) common manufacturing facilities, production processes and production employees; and,
where appropriate, (6) price. See Aramide Mattschappi, V.O.F. v. United States, Slip Op. 95-113 at
4 (Ct. Int’l Trade, June 19, 1995); Calabrian Corp. v. United States, 794 F. Supp. 377, 382 n.4 (Ct.
Int’l Trade 1992).

© E.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

Y Torrington, 747 F. Supp. at 748-49.

2 See Initiation of Antidumping Duty investigation: Foam Extruded PVC and Polystyrene
Framing Stock from the United Kingdom, 60 Fed. Reg. 52370, 52371 (October 6, 1995).
Confidential Report ("CR") at B-5, Public Report ("PR") at B-5.

¥ CR at I-3 and I4. PR at I-2.

“ CR atI-3, PR at I-2.

' Both petitioner and respondents agreed that there should be one domestic like product,
consisting of foam extruded PVC and polystyrene framing stock, for purposes of this preliminary
investigation. See Petitioner’s Postconference Brief at 5-17. Transcript ("TR") at 164.
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1. PVC and Polystyrene

PVC and polystyrene framing stock share the same essential physical characteristics,"
although each is derived from a different chemical resin.” Both of these types of framing
stock are produced in a wide variety of sizes or "profiles,” with the same types of finishes
applied to both PVC and polystyrene to obtain a specific look.”® There is only one end use
- for both PVC and polystyrene framing stock — to be cut and assembled into finished frames

for pictures and mirrors."”

Available evidence suggests that producers and customers perceive these two types of
framing stock to be a single product and that customers (frame manufacturers) use PVC and
polystyrene framing stock interchangeably.”? Moreover, customers of the finished frames
produced from these two' types of framing stock cannot distinguish between them.”* PVC and
* polystyrene framing stock are sold through similar channels of distribution.” Most sales of
both PVC and polystyrene framing stock are to ready-made manufacturers with *** portion
being made to wholesale distributors that service the custom framing market.

PVC and polystyrene framing stock can be and generally are produced using the
same or similar production processes, facilities and employees.” While PVC historically has
been the more expensive of the two resins, the difference in manufacturing costs between the
two materials is not clear and has not been addressed by either party as an important
competitive factor.* For these reasons, we find one domestic like product in this preliminary
investigation, encompassing both PVC and polystyrene framing stock.

2. Framing Stock of Wood, Metal and Other Non-Subject
Materials

As noted earlier, the petitioner in this case argued for a domestic like product
definition essentially identical to the scope of Commerce’s investigation. The Commission
may, however, define the domestic like product to be broader than the subject merchandise

16

It is difficult to distinguish one from the other on the basis of appearance, even when looking at
a cross-section view of the profile. :

7 CR at I4 and I-5, PR at I-3. PVC is made from a petroleum derivative; polystyrene is made
from natural gas. Petitioner’s Postconference Brief at 6, n.8.

®  Finishes applied include foil wrap, glossy paints, prints, and floral finishes using a hot-stamp
process, marble and granite finishes using a texture-embossing process, and compo or three-
dimensional textured finishes made from adding a composition material to the surface of the framing
stock. CR at I4, PR at I-2.

¥ CR at I4, PR at I-2 and I-3.

% Petitioner’s Postconference Brief at 14.
2 Petitioner’s Postconference Brief at 8.
2 CRatI9, PR atI-5. ‘

3 CR at I4 and I-5, PR at I-3. Marley produces subject framing stock using both PVC and
polystyrene while all other domestic and subject foreign producers use only polystyrene. Marley uses
the same employees and the same basic type of equipment to produce both types of framing stock,
*kk  CR at I-5, n.12. PR at I-3, n.12.

* CRatI-5,n.13, PR at I-3, n.13.



identified by Commerce, if the facts so warrant.” Accordingly, we examined whether the
domestic like product should include wood and other non-subject framing materials.
Notwithstanding similarities in uses,” some degree of interchangeability,” and shared
channels of distribution,® we determine that the differences in physical characteristics,”
customer perceptions,” production processes and facilities,” and prices™ support not
including framing stock of wood, metal and other non-subject materials in the like product.

3. Finished Frames

Commerce specifically excluded finished frames assembled from PVC and
polystyrene framing stock from the scope of the investigation. As discussed above, the
Commission may define the domestic like product more broadly than the subject
merchandise. However, the Commission generally does not include downstream articles in
the domestic like product or use a semifinished or vertical product line analysis when the
downstream imported product (i.e., finished frames) corresponding to the downstream

%  See, e.g., Certain Pasta from Italy and Turkey, Inv. Nos. 701-TA-365 and 366 and 731-TA-
734 and 735 (Preliminary), USITC Pub. 2905 at I-7 - I-9 (July 1995); Certain Calcium Aluminate
Cement and Cement Clinker from France, Inv. No. 731-TA-645 (Final), USITC Pub. 2772 at I-7,
n.18 (May 1994).

% All framing stock is used for the same purpose, to be assembled into finished frames for
pictures and mirrors. '

7 While all framing stock is functionally interchangeable, actual interchangeability may be limited
somewhat by the different processes and equipment required to assemble each of these framing stocks
into finished frames. For example, there is some evidence that tools used to cut wood moulding may
melt plastic moulding unless modified. Petitioner’s Postconference Brief at 7 and Attachment ("Plastic
Mouldings: An Alternative to Wood?" at 2). PVC/polystyrene framing stock, due to advances in
finishing techniques, recently has become more acceptable as a substitute for certain wood or metal
framing stock. CR at I-8, I-9 and II-2, PR at I-5 and II-1. Respondents and purchasers y
indicated that certain subject merchandise competes with wood framing stock. TR at 131, 132, 149,
156-158, 175 and 176.

2 Because both of these framing stocks are an intermediate material used for the production of the
same downstream article, they share the same or similar channels of distribution.

¥ PVC/polystyrene framing stock has different physical characteristics than framing stock of
wood, metal or other non-subject materials, because the raw materials for each of these framing stocks
are different. Wood, and to a lesser degree metal, framing stock is made from a natural material,
whereas PVC and polystyrene are synthetic materials derived from a chemical process.

While rigid plastic framing stock and mica framing stock also are made from synthetic
materials, they are produced from different chemicals that reportedly are five times less expensive than
the chemicals used to produce the subject product. Rigid plastic is an extruded vinyl product which
typically is used to form very thin borders on products such as mirrors. While PVC/polystyrene
framing stock can be nailed, rigid plastic framing stock cannot. CR at I-6, n.16, PR at I-4, n.16.

*¥ CR atI-9 and II-9, PR at I-5 and II-5; Petitioner’s Postconference Brief at 15; TR at 131 and
132 (customers indicated that the subject product competes with less than 25-30 percent of wood
framing stock market).

3 There are no common production facilities and employees for PVC/polystyrene framing stock
and either wood, metal, plastic, or mica framing stock. Petitioner’s Postconference Brief at 13.

2 Wood, metal, and mica framing stock generally are more expensive than PVC/polystyrene
framing stock. CR at I-9, PR at I-5; Petitioner’s Postconference Brief at 17.

% 60 Fed. Reg. 52370, 52371 (October 6, 1995).
6



domestic product is not within the scope of the investigation.* Therefore, we do not broaden
the definition of the domestic like product to include finished frames.*

C. Domestic Industry®

In making its determination, the Commission is directed to consider the effect of the
imports on the industry, defined as "the producers as a [w]hole of a domestic like
product..."” Based on the definition of the domestic like product, the industry consists of all
domestic producers of PVC and polystyrene framing stock.

The sole industry issue in this preliminary investigation concerns whether any of the
producers of the domestic like product should be excluded from the industry as a related
party.® If the Commission determines that a domestic producer satisfies the definition of a

34

Fresh Cut Roses from Colombia and Ecuador, Inv. Nos. 731-TA-684 and 685 (Final), USITC
Pub. 2862 at I-7, n.22 (March 1995); Tungsten Ore Concentrates from the People’s Republic of
China, Inv. No. 731-TA-497 (Preliminary), USITC Pub. 2367 at 9-10 (March 1991).

3%  Moreover, none of the Commission’s traditional six like product factors support inclusion of
finished frames in the definition of the domestic like product. Framing stock and finished frames have
different physical characteristics and different end-uses; framing stock is an extrusion which is used
with other materials such as glass and matting board to be assembled into a frame, while a finished
frame is used to hold a picture or mirror. They are not interchangeable and customers and producers
perceive them to be different products with very different channels of distribution (e.g., framing stock
is distributed to frame manufacturers and distributors for custom framing shops, whereas finished
frames are distributed to retail stores for sales to end-use customers). Moreover, manufacturers of
framing stock and finished frames do not use the same or similar production processes, facilities, or
employees. Finally, prices are very different since framing stock is a component accounting for about
40 percent of the value of a finished frame. CR at I-6-I-9, PR at I-3-I-6; Petitioner’s Postconference
Brief at 6-16.

% Two firms are the primary manufacturers of foam extruded PVC and polystyrene framing stock
in the United States: Marley Mouldings, Inc. ("Marley”), which sells all of its production on the
commercial market; and National Picture & Frame Co. ("National"), a vertically integrated producer
of finished frames that captively consumes all of its production of the domestic like product. There
are also three domestic producers, Magee Co., Silvatrim, and Uniek Plastics, that recently began
manufacturing the domestic like product; two of them are vertically integrated and one sells all of its
production on the commercial market. These three firms only began production in ***¥, and provided
limited data. CR at I-2, I-3 and III-1 - ITI-3, PR at I-2 and I1I-1 and IHO-2.

The Commission does not have complete financial data concerning domestic production of
PVC/polystyrene framing stock. One of the two major U.S. producers, National, ***. CR at VI-1,
PR at VI-1. We cannot use a product line analysis because the "narrowest group or range of products,
which includes a domestic like product,” 19 U.S.C. § 1677(4)(D), is finished frames for National, and
the other significant domestic producer, Marley, does not produce finished frames. Marley was able
to provide complete information on its production of framing stock.

¥ 19 U.S.C. § 1677(4)(A). In doing so, the Commission generally includes all domestic
production, including tolling operations and captively consumed product, within the domestic industry.
See United States Steel Group, et al. v. United States, 873 F. Supp. at (673) at 16 (Ct. Int’] Trade
1994), appeal docketed, No. 95-1245 (Fed. Cir. March 21, 1995).

* A domestic producer is a related party if it is either related to the exporters or importers of
subject merchandise, or is itself an importer of the subject merchandise. Parties are considered to be
related if one party directly or indirectly controls another party. Direct or indirect control exists when
"the party is legally or operationally in a position to exercise restraint or direction over the other
party.” 19 U.S.C. § 1677(4)(B).



related party, the Commission may exclude such producer from the domestic industry if
"appropriate circumstances” exist.” Exclusion of a related party is within the Commission’s
discretion based upon the facts presented in each case.”

In this investigation, two domestic producers, National and ***, have imported
PVC/polystyrene framing stock from the United Kingdom during the period of investigation®*
and, therefore, are related parties.® Thus, the Commission must determine whether :
appropriate circumstances exist to exclude National and *** from the domestic industry.®

*** a recent entrant into the U.S. market ***, did not provide useable industry data
in this preliminary investigation. It appears to have been a minor producer® to date, and its
reasons for importation are not clear. Moreover, given the lack of data provided by ***,

¥ 19 U.S.C. § 1677(4)(B). The primary factors the Commission has examined in deciding
whether appropriate circumstances exist to exclude a related party include:

€Y} the percentage of domestic production attributable to the importing producer;

7)) the reason the U.S. producer has decided to import the product subject to
investigation, i.e., whether the firm benefits from the LTFV sales or
subsidies or whether the firm must import in order to enable it to continue
production and compete in the U.S. market, and

3) the position of the related producer vis-a-vis the rest of the industry, i.e.,
whether inclusion or exclusion of the related party will skew the data for the
rest of the industry.

See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’l Trade 1992), aff’'d
without opinion, 991 F.2d 809 (Fed. Cir. 1993). The Commission has also considered whether each
company’s books are kept separately from its "relations” and whether the primary interests of the
related producers lie in domestic production or in importation. See, e.g., Certain Carbon Steel Butt-
Weld Pipe Fittings from France, India, Israel, Malaysia, the Republic of Korea, Thailand, the United
Kingdom, and Venezuela, Inv. Nos. 701-TA-360 and 361, 731-TA-688-695 (Final), USITC Pub. 2870
at I-18 (April 1995)("Butt-Weld Pipe Fittings from France et al.").

“  Torrington v. United States, 790 F. Supp. at 1168 (Ct. Int’l Trade 1992); Empire Plow Co. v.
United States, 675 F. Supp. 1348, 1352 (Ct. Int’l Trade 1987); S. Rep. No. 249, 96th Cong. 1st Sess.
at 83 (1979) ("where a U.S. producer is related to a foreign exporter and the foreign exporter directs
his exports to the United States so as not to compete with his related U.S. producer, this should be a
case where the ITC would not consider the related U.S. producer to be a part of the domestic
industry").

“ CR at IlI-3, PR at ITI-2 and importer questionnaire response by *¥*,

“  One other U.S. producer, Silvatrim, arguably could be viewed as a related party. Silvatrim, a
recent entrant into the U.S. market ***, reportedly has been a manufacturer’s representative for
Magnolia, a U.K. producer, for the last two years. CR at III-2 and III-3, PR at III-1 and IMI-2. Itis
not clear whether the relationship between Magnolia and Silvatrim is sufficient to warrant a conclusion
that there is "control" of one over the other within the meaning of the statute. See 19 U.S.C. §
1677(4)(B). The issue is moot in this preliminary investigation because Silvatrim did not provide any
industry data. We will further examine this issue in any final investigation.

®  Respondent, Robobond, briefly argued in a footnote in its Postconference Brief that National
should not be excluded as a related party. Respondent’s (Robobond) Postconference Brief at 3, n.9.
None of the other parties addressed this issue.

“ In fact, *** CR at IlI-2, n.3, PR at III-1, n.3.
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there is no risk that inclusion or exclusion of its data would skew the industry data. We
therefore do not exclude *** as a related party.

National accounts for a *** percentage of U.S. production. In 1994, National
accounted for *** of domestic production of PVC/polystyrene framing stock.” In 1994,
National accounted for *** of imports of PVC/polystyrene from the United Kingdom.“ The
ratio of National’s 1994 imports of PVC/polystyrene framing stock from the United Kingdom
to its total 1994 U.S. shipments of PVC/polystyrene framing stock was ***.“ While
National’s reasons for importing PVC/polystyrene framing stock from the United Kingdom
are not clear in the preliminary record,® the ratio of imports to domestic shipments suggests
that its financial interests appear to lie in domestic production rather than in importation.
Further, exclusion of National, which accounts for a *** share of domestic production,
would *** skew the domestic industry data. Given National’s *** share of domestic
production and its apparent interest in domestic production rather than importation, we do not
exclude National from the domestic industry as a related party for purposes of this
preliminary investigation.

III. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether there is a reasonable indication that the domestic industry is
materially injured or threatened with material injury by reason of allegedly LTFV imports,
we consider all relevant economic factors that bear on the state of the industry in the United
- States.® These factors include output, sales, inventories, capacity utilization, market share,
employment, wages, productivity, profits, cash flow, return on investment, ability to raise
capital, and research and development. -No single factor is dispositive and all relevant factors
are considered "within the context of the business cycle and conditions of competition that
are distinctive to the affected industry."

There are several conditions of competition pertinent to our analysis of the domestic
PVC/polystyrene framing stock industry. First, National, which accounted for *** of the
domestic production in 1994, internally transfers all of its production of PVC/polystyrene
framing stock for the production of the downstream article, finished frames.” Accordingly,

“  Table IMI-1, CR at ITI-7, PR at ITI-3. *** of domestic production in 1993, *** in 1994, *** jn
interim period 1994, and *** in interim period 1995.

% CR at III-3 and Table IV-1 at IV-3, PR at I[I-2 and IV-1. *** of subject imports in 1992, *¥*
in 1993, *** in 1994, *** in interim period 1994, and *** in interim period 1995.

“  CR at III-3 and Table III-2 at I1I-8, PR at I1I-2 and IIT-4.

® CR at IV-4, PR at IV-2. %%

® 19 U.S.C. § 1677(7)(C)(ii)-

® 19 U.S.C. § 1677(7)(C)(iii).

' CR at I-2, PR at I-2. While three U.S. producers captively consume their production of
PVC/polystyrene framing stock for the production of finished frames, only one, National, reported
data for the period of investigation. CR at III-1 - III-3, PR at III-1 and ITI-2. The other two captive

producers, ***, only recently entered the U.S. market and indicated that they had *** production
during the period of investigation.



we considered the captive production provision of the statute, but determine that the criteria
for applicability of the provision are not satisfied.”

The domestic PVC/polystyrene framing stock industry both internally consumes a
significant portion of the production of the domestic like product and sells a s gmﬁcant
portion of the production of the domestic like product in the merchant market.™ The third
statutory factor, however, which requires that "production of the domestic like product sold
in the merchant market is not generally used in the production of that downstream article,” i
not satisfied here.* All of the domestic like product, whether captively consumed or sold i m
the merchant market, is used to produce the same downstream article, finished frames. Since
one of the three required statutory factors is not satisfied, we need not consider the other
factors.

While the captive production provision is not applicable here, nothing in the statute
or the legislative history of the URAA precludes the Commission from considering a
significant degree of captive production as a condition of competition. We have regularly
recognized that subject imports may affect the merchant market operations of the industry
differently than those operations involving captive production.® The domestic industry

2 19 U.S.C. § 1677(7)(C)(iv) sets forth the conditions under which the Commission shall "focus
primarily on the merchant market for the domestic like product” in examining market share and the
domestic industry’s financial condition. As a threshold matter, domestic producers must "internally
transfer significant production of the domestic like product for the production of a downstream article
and sell significant production of the domestic like product in the merchant market.” Additionally, the
Commission must find that:

(D) the domestic like product produced that is internally transferred
for processing into that downstream article does not enter the
merchant market for the domestic like product,

(II) the domestic like product is the predominant material input in
the production of that downstream article, and

(III) the production of the domestic like product sold in the merchant
market is not generally used in the production of that downstream
article .

19 U.S.C. § 1677(TY(C)(iv).

% Over the period of investigation, the domestic industry captively consumed for the production
of finished frames *** of domestic production of PVC/polystyrene framing stock in 1993, *** in
1994, *** in interim period 1994, and *** in interim period 1995. Table II-1, CR at III-7, PR at III-
3. Similarly, from *** of domestic production was sold to the merchant market over the period of
investigation. Id.

% Commissioner Crawford concurs th.h her colleagues that the third statutory factor is not
satisfied. However, she does not make a finding on whether domestic producers captively consume
significant production or sell significant production to the merchant market.

% See generally, e.g., Certain Flat-Rolled Carbon Steel Products from Argentina, Australia
Austria, Belgium, Brazil, Canada, Finland, France, Germany, Italy, Japan, Korea, Mexico. the -
Netherlands, New Zealand, Poland. Romania, Spain, Sweden, and the United Kingdom, Inv. Nos.
701-TA-319-332, 334, 446-342, 344, and 347-353 (Final) and Inv. Nos. 731-TA-573-579, 581-592,
594-597, 599-609, and 612-619 (Final), USITC Pub. 2664 at 15, 17, 22 and 23 (August 1993), aff’d,
U.S. Steel Group v. United States, 873 F. Supp 673 (Ct. Int’l Trade 1994). See also, Furfuryl Alcohol
from the People’s Republic of China and South Africa, Inv. Nos. 731-TA-703 and 704 (Final), USITC
Pub. 2897 at I-7 (June 1995).
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competes directly with subject imports in the merchant market.*® Accordingly, we have
examined data with respect to the merchant market as well as the overall domestic industry,
where data availability permits.”

Second, while there are two primary channels of distribution for merchant market
sales of framing stock, there are a wide variety of markets for the downstream product,
finished frames.® Subject framing stock is sold primarily to ready-made manufacturers that
assemble it into finished frames for pictures and mirrors.” The ready-made manufacturers,
however, sell to various markets, including the mass market (or discount stores), department
stores, home centers, accessory stores, furniture centers, greeting card and gift stores, catalog
and home party outlets, the crafts market, and the brewery market.” The second channel of
distribution, wholesale distributors that serve the custom framing market, primarily includes
"high-end" framing stock. It is through these wholesale distributors that the subject product
has rec‘;lently become more widely accepted and where it tends to compete most directly with
wood.

Third, framing stock is produced in a wide variety of shapes, sizes, and finishes.
Moreover, the types of PVC/polystyrene framing stock produced and offered for sale have
evolved during the period of investigation.* Framing stock of more complex and
sophisticated finishes and designs, particularly wood-like and "compo” products, recently has
been produced as a result of advances in finishing techniques.® The evidence in this
investigation suggests that any possible shift in product mix toward the more advanced

% CR at II-6, PR at II-3 and II4.

7 As previously discussed, the *** for National limits consideration of financial performance to
operations producing for the merchant market.

$#  While Commissioner Rohr and Commissioner Newquist do not dispute this observation, in their
view, its relevance is limited since the Commission has determined for purposes of this preliminary
investigation that finished frames are not part of the domestic like product.

¥ CR atI-9, PR at I-5 and I-6. Marley sold the majority, ***, of its product to ready-made
manufacturers from 1992 to 1994; Robobond, the largest U.K. importer, sold *** of its subject
imports to ready-made manufacturers in 1992, *** jn 1993, *** in 1994, and *** in interim 1995.
Id. and Respondent’s (Robobond) Postconference Brief, Appendix 16 at 1.

® CR at I-10, PR at I-6. Marley reported that finished frames produced from its framing stock
competed with those produced from Robobond’s primarily in discount stores, department stores, home
centers, crafts outlets, and greetings and gift stores. Id. National focuses its finished frame operations
on the low end of the photo frame market serving the mass merchandisers (or discount stores) such as
Walmart and Sam’s. While the extent to which National’s finished frames compete with frames
produced by Robobond’s customers for sales in the low end of the frame market is not clear, Acme
Frame testified that it was able to enter and compete with National in the promotional part of the
market due to its purchases of Robobond’s framing stock. Moreover, National indicated that ***. CR
at 1114 and ITI-5, PR at III-2 and III-3.

$' CR at I-9, PR at I-5; TR at 149, 150, 175, and 176. ***. CR at I-9, n.26, PR at I-5, n.26.
According to Robobond, *** of its sales were to the wholesale distributors in 1993, ** in 1994, and
*** in interim 1995. Respondent’s (Robobond) Postconference Brief, Appendix 16 at 1.

€ Respondent Robobond contended that a "significant condition of competition unique to this
industry is that customers have become increasingly sophisticated, requiring more complex finishes and
omnate designs to replace traditional wood framing materials.” Respondent’s (Robobond)
Postconference Brief at 10.

® CRatII-2 - II-7, PR at II-1 - T14. .
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designs has occurred in the most recent period.* Subject imports appear to have been the
leaders in providing these newer and more sophisticated types of framing stock.®

Fourth, demand for PVC/polystyrene framing stock is tied to demand for finished
frames. The mass merchandise (or discount stores) market for finished frames reportedly has
increased by 15 percent annually.” Demand for subject framing stock also is tied to its
recent competition with framing stock of non-subject materials such as wood.” Evidence on
the record suggests that PVC/polystyrene framing stock has captured a percentage of both the
metal and wood framing stock markets in the ready-made manufacturing segment.®

The quantity and value of apparent U.S. consumption of PVC/polystyrene framing
stock (including internal transfers) increased from 1993 to 1994, and was lower in interim
period 1994 (January-June) compared to interim period 1995 (January-June).® The quantity
- and value of apparent U.S. consumption in the merchant market also increased from 1992 to

1994 anqo between interim periods, with the largest year-to-year increase occurring from 1993
to 1994.

The domestic industry’s total U.S. shipments (including internal transfers) of
PVC/polystyrene framing stock *** during the period of investigation, but *** domestic
consumption.” While the total value of the domestic industry’s U.S. shipments followed the
same pattern, the *** in volume outpaced the *** in value during the period of

#  Respondent and its purchasers indicated that the finishing advances in this industry have largely
occurred in the wood-like and "compo” products. According to Robobond, compo framing stock ***.
Respondent’s (Robobond) Postconference Brief at 13 and n. 46.

Marley argued that its efforts to enter the high end of the domestic market have been impeded
by ***_ Petitioner’s Postconference Brief at 39. *** indicated that in the last few years, Marley "has
really tried to catch up” with Robobond’s technology and product. CR at III-5, PR at III-2.

€ CR at II-6 and II-7, PR at II-3 and II-4; TR at 81-82 and 87-89; and Respondent’s (Robobond)
Postconference Brief at 13-15.

% CR at ITI4, PR at III-2. Robobond also cited an article indicating that U.S. retail sales of
finished frames increased from $1.46 billion in 1992 to $1.6 billion in 1994. Respondent’s
(Robobond) Postconference Brief, Appendix 6A.

¢ Respondent Robobond alleged that its advancements in finishing "have propelled the plastic
frame industry into new markets that previously did not exist.” Respondent’s (Robobond)
Postconference Brief at 10.

® At the Commission’s staff conference, Charles Gordon of Holson Burnes, a large photo frame
manufacturer, stated: "our particular mix is a third wood, a third plastic and a third metal, where
years ago it was 50 percent metal and 40 percent wood.” TR at 63.

®  Apparent U.S. consumption (including internal transfers) by quantity increased by *** from
1993 to 1994 and by *** from interim period 1994 to interim period 1995. Table A-2, CR at A-5,
PR at A-3. The value of apparent U.S. consumption (including internal transfers) increased by ***
from 1993 to 1994 and by *** from interim period 1994 to interim period 1995. Id.

™ Table A-1, CR at A-3, PR at A-3. Apparent U.S. consumption by quantity in the merchant
market increased by *** from 1992 to 1993, by *** from 1993 to 1994, and was *** higher in
interim period 1995 compared with interim period 1994. The value of apparent U.S. consumption in
the merchant market increased by *** from 1992 to 1993, and by *** from 1993 to 1994, and was
*dok higher in interim period 1995 compared with interim period 1994. I1d.

" Table A-2, CR at A-5, PR at A-3. Domestic producers’ total U.S. shipments by quantity ***
from 1993 to 1994, and were *** in interim period 1995 compared with interim period 1994.
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investigation.” The domestic industry’s share of the total market for PVC/po!lstyrene
framing stock *** from 1993 to 1994 and *** again between interim periods.

The domestic industry’s U.S. shipments to the merchant market fluctuated between
years but declined over the period of investigation.” Declines in the volume of the industry’s
U.S. shipments to the merchant market outpaced declines in value during the period of
investigation.” Declines in the domestic industry’s share of the merchant market were ***
in its share of the total U.S. market, with the largest declines in the merchant market share
occurring from ***.™

U.S. producers’ capacity to produce PVC/polystyrene framing stock (including
captive production), production volume, and capacity utilization *** during the period of
investigation.” The year-end inventories held by domestic producers (including captive
production) *** from 1993 to 1994, and between interim periods; as a percentage of
shipments, however, inventories *** from 1993 to 1994, before *** in the most recent
interim period.”

U.S. producers’ capacity to produce subject framing stock for the merchant market
remained constant from 1992 to 1993 and between interim periods, and increased from 1993
to 1994.” Production volumes and capacity utilization fluctuated between years but declined

7 Table A-2, CR at A-5, PR at A-3. The value of the domestic producers’ total U.S. shipments
*kk from 1993 to 1994, and was *** jn interim period 1995 compared with interim period 1994.

?  Table A-2, CR at A-5, PR at A-3. The domestic industry’s share of total apparent
consumption by quantity was *** in 1993, *** in 1994, *** in interim period 1994, and *** in
interim period 1995, and by value was *** jn 1993, *** jn 1994, *** in interim period 1994, and ***
in interim period 1995. Id.

™ Table A-1, CR at A-3, PR at A-3. Domestic producers’ U.S. shipments to the merchant
market by quantity *** from 1992 to 1993, *** from 1993 to 1994, and showed an overall decline of
*4k from 1992 to 1994. These shipments were *** in interim period 1995 compared with interim
period 1994. The value of the domestic producers’ U.S. shipments to the merchant market *** from
1992 to 1993, *** from 1993 to 1994, and was *** in interim period 1995 compared with interim
period 1994. Id.

™ Table A-1, CR at A-3, PR at A-3. The unit value of domestic industry shipments in the
merchant market fluctuated between years, but increased by *** from 1992 to 1994, and was *** in
interim period 1995 compared to interim period 1994. Id.

™ Table A-1, CR at A-3, PR at A-3. The domestic industry’s share of apparent consumption in
the merchant market by quantity was *¥* in 1992, *** jn 1993, *** jn 1994, *¥* in interim period
1994, and *** in interim period 1995, and by value was *** in 1992, *** jn 1993, *** jn 1994, ***
in interim period 1994, and *** in interim period 1995. Id.

7 Table A-2, CR at A-5, PR at A-3. Total PVC/polystyrene framing stock (including captive
production) production capacity *** from 1993 to 1994 and was *** in interim period 1995 compared
with interim period 1994. Production volumes *** in interim 1995 compared with interim 1994.
Capacity utilization was *** in 1993, *** jn 1994, *** in interim 1994, and *** in interim 1995. Id.

™ Table A-2, CR at A-6, PR at A-3. Year-end inventories held by domestic producers (including
captive production) *** from 1993 to 1994, and were *** in interim 1995 compared to interim 1994.
Domestic inventories as a percentage of total U.S. shipments *** in 1994, but *** in interim 1995.

Id.

®  Table A-1, CR at A4, PR at A-3. PVC/polystyrene framing stock production capacity for the
merchant market increased by *** from 1993 to 1994.
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from 1992 to 1993 and over the period of investigation.* The year-end inventories held by
the reporting domestic producer for the merchant market remained constant from 1992 to
1994, but were *** higher in interim 1995 compared with interim 1994.% Inventories as a
share of shipments for the merchant market fluctuated between Jears with a *** increase
from 1992 to 1994 and a *** increase between interim periods.

The number of production workers, hours worked, wages paid, hourly wages paid,
and productivity for the domestic industry as a whole *** from 1993 to 1994 and, except for
the number of production workers, also *** from interim 1994 to interim 1995% *** the
number of production workers, hours worked, and wages paid for merchant market
operations declined during the period of investigation, with the largest part of the decline
occurring from 1992 to 1993.* Productivity and hourly wages paid increased from 1992 to
1994, but productivity *** than it did for the domestic industry overall.*

Most of the financial performance indicators for the domestic PVC/polystyrene
framing stock industry producing for the merchant market declined steadily, but the industry
remained profitable, throughout the period of investigation.® The domestic industry’s sales

®  Table A-1, CR at A4, PR at A-3. Production volumes for the merchant market decreased by
*kk from 1992 to 1993, and rose by *** from 1993 to 1994, for an overall decline of *** from 1992
to 1994, and were *** in interim 1995 compared with interim 1994. Capacity utilization declined
from *** in 1992 to *** in 1994, and declined from *** in interim 1994 to *** in interim 1995. Id.
¥ Table A-1, CR at A-4, PR at A-3.

¥ Table A-1, CR at A4, PR at A-3. Domestic inventories as a percentage of U.S. shipments for
the merchant market were *** in 1992, *¥* in 1993, and *** in 1994, but *** in interim 1995. Id.
While PVC/polystyrene framing stock producers generally do not inventory framing stock items since
they manufacture the bulk of their product to order, they appear to produce some basic designs and
profiles for inventory. CR at II-3 and II-6, PR at II-2 and II-3; TR at 52.

©  Table A-2, CR at A-6, PR at A-3. The number of production workers *** from 1993 to 1994,
but was *** in interim 1995 compared with interim 1994. Hours worked *** from 1993 to 1994, and
were *** jn interim 1995 compared with interim 1994. Wages paid *** from 1993 to 1994, and were
*%* in interim 1995 compared with interim 1994. Hourly wages paid *** from 1993 to 1994, and
were *** in interim 1995 compared with interim 1994. Productivity *** from 1993 to 1994, and was
*4* in interim 1995 compared with interim 1994. Id.

% Table A-1, CR at A4, PR at A-3. The number of production workers employed in merchant
market operations decreased by *** from 1992 to 1993 and increased by *** from 1993 to 1994, but
was *** Jower in interim 1995 compared with interim 1994. Hours worked decreased by *** from
1992 to 1993, by *** from 1993 to 1994, and by *** in interim 1995 compared with interim 1994.
Wages paid decreased by *** from 1992 to 1993, increased by *** from 1993 to 1994, and were ***
lower in interim 1995 compared with interim 1994. Id.

¥ Table A-1, CR at A-4, PR at A-3. Productivity for merchant operations increased by *** from
1992 to 1993, by *** from 1993 to 1994, and was *** in interim 1995 compared with interim 1994.
Hourly wages paid increased by *** from 1992 to 1993 and by *** from 1993 to 1994, and were **
higher in interim 1995 compared with interim 1994. The *** appears to be due, at least in part, to
differences in product mix (i.e., low end compared to high end). See CR at ITI-11, PR at III4.

%  As previously noted, we do not have complete financial data for the domestic industry overall
and, thus, our discussion focuses on the financial information for the part of the domestic industry
producing for the merchant market. See note 36 supra. We note that while the financial information
provided by National shows that its ***, for purposes of this preliminary investigation, we do not
draw direct conclusions about the condition of the framing stock industry from such *** data. Table
D-1, CR at D-3, PR at D-3.
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fluctuated between years, but the industry experienced overall declines in net sales to the
merchant market from 1992 to 1994, in contrast to the substantial increase in U.S. merchant
market consumption during the same period.” Gross profits and operating income of the
domestic PVC/polystyrene framing stock industry producing for the merchant market
decreased from 1992 to 1994, and from interim 1994 to interim 1995;% the industry,
however, was profitable in each year of the period.® *** in production costs, ***,° *** jn
selling costs.” Moreover, ***.* Finally, capital expenditures by the domestic PVC/
polysgrsng framing stock industry producing for the merchant market declined from 1992 to
1994.

¥ The domestic industry’s net sales by value decreased by ***, from 1992 to 1994, whereas
apparent U.S. consumption by value increased by *** in the same period. Net sales by value were
*3k Jower in interim 1995 compared with interim 1994. Net sales by quantity outpaced net sales by
value with a decrease of *** from 1992 to 1994, compared with an increase of *** in apparent U.S.
consumption by quantity for the same period. Net sales by quantity were ***.in interim 1995
compared with interim 1994. Table A-1, CR at A-4, PR at A-3.

% Table A-1, CR at A4, PR at A-3. The domestic industry’s gross profits decreased by ***
from 1992 to 1993 and by *** from 1993 to 1994, for an overall decrease of *** from 1992 to 1994.
The industry’s gross profits were *** in interim 1995 compared with interim 1994. The domestic
industry’s operating income decreased by *** from 1992 to 1993, and by *** from 1993 to 1994, for
an overall decrease of *** from 1992 to 1994. The industry’s operating income was *** in interim
1995 compared with interim 1994.

®  Gross profits for the domestic PVC/polystyrene framing stock industry for the merchant market
as a share of net sales declined from *** in 1992 to *** in 1994, and from *** in interim 1994 to ***
in interim 1995. Moreover, operating income for this industry as a share of net sales declined from
%%k i 1992 to *** in 1994, and from *** in interim 1994 to *** in interim 1995. Table VI-1, CR at
VI-3, PR at VI-2. '

% The domestic industry’s raw material costs as a share of net sales *** in 1992 to *** in 1994,
and *** in interim 1994 to *** in interim 1995. Table VI-1, CR at VI-3, PR at VI-2.

9t Table VI-1, CR at VI-3, PR at VI-2. Thus, as a share of net sales, the domestic industry’s
cost of goods sold (COGS) *** while selling, general, and administrative (SG&A) expenses *** from
1992 to 1994. The domestic industry’s COGS as a share of net sales was *** jn 1992, *** jn 1993,
*kk jn 1994, *** jp interim 1994, and *** in interim 1995. The domestic industry’s SG&A expenses
as a share of net sales were *** in 1992, *** in 1993, *** in 1994, *** jn interim 1994, and *** in
interim 1995.

% Table A-1, CR at A-3, PR at A-3. The domestic industry’s unit COGS *** from 1992 to
1994, and was *** jn interim 1995 compared with interim 1994. The domestic industry’s unit sales
value increased by *** from 1992 to 1994, and was *** in interim 1995 compared with interim 1994.
The domestic industry’s unit SG&A expenses *** from 1992 to 1994, and were *** in interim 1995
compared with interim 1994.

% Table A-1, CR at A4, PR at A-3. Capital expenditures declined by *** from 1992 to 1993
and by *** from 1993 to 1994, for an overall decrease of *** from 1992 to 1994.

% Based on examination of the relevant statutory factors, Commissioner Rohr and Commissioner
Newquist find that there is a reasonable indication that the domestic PVC/polystyrene framing stock
industry is vulnerable to the continuing adverse effects of allegedly unfair imports. Accordingly,
Commissioner Rohr and Commissioner Newquist proceed directly to a threat of material injury
analysis.

% See Additional Views of Chairman Watson regarding no reasonable indication that the domestic
industry is materially injured by reason of allegedly LTFV imports.
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IV. REASONABLE INDICATION OF THREAT OF MATERIAL INJURY
BY REASON OF ALLEGEDLY LTFV IMPORTS* *

Section 771(7)(F) of the Act directs the Commission to consider whether the U.S.
industry is threatened with material injury by reason of the subject imports "on the basis of
evidence that the threat of material injury is real and that actual injury is imminent."® The
Commission may not make such a determination "on the basis of mere conjecture or
supposition,"” and considers the threat factors "as a whole" in determining "whether further
dumped or subsidized imports are imminent and whether material injury by reason of imports
would occur unless an order is issued. . . ."'® In making our determination, we have
considered, in addition to other relevant economic factors,® all statutory factors'® that are
relevant to this investigation.'®

% As part of its consideration of the impact of imports, the statute as amended by the URAA now
also specifies that the Commission is to consider in an antidumping proceeding, "the magnitude of the
margin of dumping.” 19 U.S.C. § 1677(7)(C)(ii)(V). The SAA indicates that the amendment "does
not alter the requirement in current law that none of the factors which the Commission considers is
necessarily dispositive in the Commission’s material injury analysis.” SAA at 180.

The statute, 19 U.S.C. § 1677(35)(C), defines the "magnitude of the margin of dumping” to
be used by the Commission in a preliminary determination as "the dumping margin or margins
published by the administering authority [Commerce] in its notice of initiation of the investigation.”
The dumping margins identified by the Commerce Department in its notice initiating this investigation
fall within the range of 20.82 to 48.96 percent. 60 Fed. Reg. 52370, 52371 (October 6, 1995).

¥ Commissioner Crawford and Commissioner Bragg do not join in this section of the opinion.
See their separate Views regarding reasonable indication of material injury by reason of allegedly
LTFV imports of PVC/polystyrene framing stock from the United Kingdom.

® 19 U.S.C. §§ 1673b(a) and 1677(7)(F)(i).

% 19 U.S.C. § 1677(T)(F)(ii). An affirmative threat determination must be based upon "positive
evidence tending to show an intention to increase the levels of importation.” Metallverken Nederland
B.V. v. U.S., 744 F.Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire, 8 CIT at
28, 590 F.Supp. at 1280. See also Calabrian Corp. v. United States, 794 F. Supp. 377, 387 and
388(Ct. Int’l Trade 1992) (citing, H.R. Rep. No. 1156, 98th Cong., 2d Sess. 174 (1984)).

' While the language referring to imports being imminent (instead of "actual injury" being
imminent and the threat being "real") is a change from the prior provision, the SAA indicates the
"new language is fully consistent with the Commission’s practice,” the existing statutory language,
"and judicial precedent interpreting the statute.” SAA at 184.

1 Suramerica de Aleaciones Laminadas, C.A. v. United States, 44 F.3rd 978 (Fed. Cir. 1994).
The Federal Circuit held that 19 U.S.C. § 1677(7)(F)(i) requires the Commission to consider "all
relevant factors” that might tend to make the existence of a threat of material injury more probable or
less probable. The Commission cannot limit its analysis to the enumerated statutory criteria when
there is other pertinent information in the record. Moreover, the court appears to require
consideration of the present condition of the industry as among the "relevant economic factors.” Id. at
984.

1% The statutory factors have been amended to track more closely the language concerning threat
of material injury in the Antidumping and Subsidies Agreements, although "[n]o substantive change in
Commission threat analysis is required.” SAA at 185.

% 19 U.S.C. § 1677(7)(F)(i). Two statutory threat factors have no relevance to this investigation
and need not be discussed. Because there are no subsidy allegations, factor I is not applicable. Factor
VII regarding raw and processed agriculture products is also inapplicable to the products at issue.
Moreover, there are no outstanding dumping findings in third countries which were relevant to the
Commission’s consideration in this investigation. See 19 U.S.C. § 1677(7)(F)(iii)(D).
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The information concerning British production capacity and capacity utilization'®
shows that a substantial increase in subject imports of PVC/polystyrene framing stock into
the United States is likely. It is relatively easy and inexpensive to add capacity to produce
PVC/polystyrene framing stock. This may be done by simply adding another extrusion
machine when demand requires. Production capacity in the United Kingdom *** '* While
capacity utilization levels in the United Kingdom were ***, they *** from 1992 to 1994.'*
Since the *** production in the United Kingdom has directly corresponded to increases in
exports to the United States, substantial future increases in production and exports to the
United States appear likely.

We also find evidence to indicate that there has been and will continue to be a major
shift of British home market and third country shipments to the U.S. market.'” While the
volume of British shipments in its home market and third country markets have *** over the
period of investigation, these shipments have been *** in British exports of subject
merchandise to the U.S. market.'® After 1992, the U.S. market *** for its PVC/polystyrene
framing stock shipments.'” For these reasons, we find that there is additional capacity to
produce PVC/polystyrene in the United Kingdom and it is likely to result in substantial
increased exports of PVC/polystyrene framing stock to the United States.

The volume of PVC/polystyrene framing stock imports from the United Kingdom
into the United States increased throughout the period of investigation at a *** rate than
increases in U.S. apparent consumption.'® Market penetration by subject imports, which

1% The data on the industry in the United Kingdom is for two firms, Robobond and Ecoframe.
Robobond is *** than Ecoframe, accounting for more than *** of their combined production and ***
of their combined U.S. exports in 1994. Table VII-1, CR at VII-3, PR at VII-2. A third *** U.K.
producer, Magnolia, *** and is not included in the compiled information. CR at VII-2, PR at VI-1.

% Table VI-1, CR at VII-3, PR at VII-2. Capacity to produce PVC/polystyrene in the United
Kingdom *** from 1992 to 1993, by *** from 1993 to 1994, by *** from interim 1994 to interim
1995, and is projected to *** from 1994 to 1995. Id. :

16 Table VII-1, CR at VII-3, PR at VII-2. Capacity utilization levels for British PVC/polystyrene
framing stock production were: *** in interim 1995. British production *** by *** from 1992 to
1994. Id.

" CR at VII-5, PR at VII-2.

% British shipments to the U.S. market *** from 1992 to 1994, and were *** in interim 1995
compared with interim 1994; its home market shipments *** from 1992 to 1994, and were *** in
interim 1995 compared with interim 1994; and third country markets *** from 1992 to 1994, and
were *¥* in interim 1995 compared with interim 1994. Table VII-1, CR at VII-3, PR at VII-2.

'®  Table VII-1, CR at VII-3, PR at VII-2. British home market shipments accounted for *** of
total British shipments by quantity in 1992, *** in interim 1995. U.S. market shipments accounted for
*%* of total British shipments by quantity in 1992, *** in interim 1995. Third country market
shipments accounted for *** of total British shipments by quantity in 1992, *** in interim 1995.

1 The volume of subject imports into the United States *** from 1992 to 1994 and was *** in
interim 1995 compared with interim 1994. .Apparent consumption in the merchant U.S. market by
quantity increased by *** from 1992 to 1994, and was *** higher in interim 1995 compared with
interim 1994. Apparent consumption in the total U.S. market (including captive production) by
quantity increased by *** from 1993 to 1994 and was *** in interim 1995 compared with interim
1994. Tables A-1 and A-2, CR at A-3 and A-5, PR at A-3.
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increased throughout the period, is significant."" In fact, domestic producers’ share of the

merchant market in terms of quantity and value declined from *** at the beginning of
investigation to a *** in the most recent period."” The most significant increase in merchant
market penetration by subject imports, which occurred in the *** period, coincided with the
largest decline in the domestic industry’s U.S. shipments in the merchant market.'”
Moreover, there are indications that such market penetration will continue in the future.'
We find that the increase in market penetration and evidence of future orders indicates a
likelihood of substantially increased imports.

As previously noted, PVC/polystyrene producers in the United States and in the
United Kingdom generally do not inventory stock items since they manufacture the bulk of
their product to order.'” However, inventories of subject merchandise *** in volume from
1992 to 1994, and as a share of British production and British shipments from 1992 to
1994."¢ Moreover, subject import inventories in the United States as a share of U.S.
shipments of imports increased during the period of investigation."” The record thus
indicates that the inventories of subject merchandise either in the United States or in the
United Kingdom will have an adverse effect on the U.S. industry in light of our assessment
of other threat factors.

There is evidence that suggests subject imports are entering the United States at
prices that have a depressing or suppressing effect on domestic prices and that are likely to
increase demand for further imports. Framing stock is not a commodity article. While most
importer/purchasers responding to the Commission’s questionnaire reported the U.S. and

m

The market share held by subject imports in the merchant market by quantity was: *** in
interim 1995. Market share by value for subject imports in the merchant market followed a similar
trend. Non-subject imports of PVC/polystyrene framing stock in the merchant market accounted for
virtually none of the U.S. market share. Table A-1, CR at A-3, PR at A-3.

The market share held by subject imports in the total U.S. market by quantity was: *** in
interim 1995. Market share by value for siubject imports in the total U.S. market followed a similar
trend. Non-subject imports of PVC/polystyrene framing stock in the total U.S. market accounted for
virtually none of the U.S. market share. Table A-2, CR at A-5, PR at A-3.

Y2 The U.S. merchant market share by quantity held by the domestic industry was: *** in
interim 1995. The domestic industry’s merchant market share by value followed a similar trend.
Table A-1, CR at A-3, PR at A-3.

The total U.S. market share by quantity held by the domestic industry was: *** in interim
1995. The total domestic industry’s market share by value followed a similar trend. Table A-2, CR
at A-5, PR at A-3.

3 The domestic industry’s U.S. shipments in the merchant market decreased by *** from ***.
Table A-1, CR at A-3, PR at A-3.

4 Almost 80 percent of the importers/purchasers responding to the Commission’s questionnaire
indicated that their firm had imported or arranged for importation of subject merchandise for delivery
after the period of investigation (June 30, 1995). CR at VII-5, PR at VII-2.

' CR at II-3, PR at II-2.

U6 Table VII-1, CR at VII-3, PR at VII-2. Year-end inventories as a share of British production
*** in 1994, and as a share of British shipments *** in 1994.

W Year-end inventories of U.S. importers as a share of U.S. shipments of imports increased from
3.1 percent in 1992 to 47.7 percent in 1994. Table VII-3, CR at VII-6, PR at VII-2.
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U.K. products to be comparable for most purchasing factors,"® the large variety of shapes,
sizes, and finishes for PVC/polystyrene framing stock may affect prices."” Product quality,
range of product line, raw material costs, and responsiveness of the supplier also may
determine prices.”” Intangible characteristics such as artistic appeal, fashion, and innovation,
can be determinants, to some degree, of the appeal of the subject framing stock.™ Parties
disagree as to the purchasers’ acceptability of each firm’s own framing stock.'”

We view the price comparisons with caution due to some differences in raw
materials, finishes, and aesthetics between the framing stock. Nevertheless, imports of
PVC/polystyrene framing stock from the United Kingdom
undersold the comparable domestic product *** price comparisons during the period of
investigation.' Prices of both subject imports and domestic product *** during the period
of investigation; the trends for import and domestic product prices varied, depending on the
particular product examined.'™ Also, unit values for subject imports *** and unit values for
the domestic product *** throughout the period of investigation.'™

The record also indicates, however, that the domestic industry was not able to ***
during the period of investigation. *** for domestic PVC/polystyrene framing stock were
*** ynit cost of goods sold for the 1992-1994 period.'”

It appears that increased imports at lower prices are likely to have a significant
adverse impact on the financial condition of the U.S. industry.”” As discussed above, U.S.
apparent consumption increased *** over the period of investigation.'”® This increase in
demand for PVC/polystyrene framing stock, however, is not reflected in the significant

18

CR at II-11, PR at II-6. In total, factors affecting purchasing decisions identified as among the
three most important were: quality (20 responses), price (17 responses), and range of supplier’s
product line (14 responses). CR at II-10, PR at II-6.

" CRat V-1, PR at V-1.

» CR at V-1, PR at V-1.

¥ CRatI-1, PR at II-1.

2 CR at II-1, PR at II1.

3 Tables V-1 - V-5, CR at V-5 -V-9, PR at V-3. Price comparisons were available for subject
imports and domestic product in 38 quarters, with *** by the subject imports reported in ***. The
margins of underselling ranged between ***, Id.

1% Tables V-1 - V-5, CR at V-5 -V-9, PR at V-3. Product 1: prices for imports and domestic
product generally ***; Product 2: prices for both ***; Product 3: import prices generally ***, while
domestic prices ***; Product 4: prices for both ***; and Product 5: prices for imports and domestic
product initially ***. CR at V-12 and V-13, PR at V4.

% The subject imports’ unit values *** from 1992 to 1994, whereas the domestic industry’s unit
values for the merchant market increased by *** for the same period. Table A-1, CR at A-3, PR at
A-3.

%  The domestic industry’s unit sales value for merchant sales increased by *** from 1992 to
1994, whereas the industry’s unit cost of goods sold *** for the same period. The industry’s unit
SG&A expenses *** for the same period. Table A-1, CR at A-4, PR at A-3.

7 We have considered the present condition of the domestic industry as among the "relevant
economic factors” in our threat analysis.

2 Apparent U.S. consumption by quantity increased by *** from 1992 to 1994 for the merchant

market, and by *** from 1993 to 1994 for the total U.S. market. Tables A-1 and A-2, CR at A-3 and
A-5, PR at A-3.
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decreases in the domestic industry’s indicators for the merchant market, with the industry’s
U.S. shipments decreasing *** and its financial performance indicators positive but declining
from 1992 to 1994."” Moreover, there is some evidence that the underselling by the subject
imports has suppressed domestic prices. The relationship between the imported and domestic
prices, however, is not clear and, thus, we do not conclude that subject imports currently
have significant adverse price effects. However, we find that the tenuous financial condition
of the U.S. industry makes it likely that increased imports at lower prices will increase the
demand for such imports and will have significant adverse price effects on the comparable
U.S. product. We also find that *** in the subject foreign producers’ production capacity,
*¥* exports to the U.S. market, increases in market penetration and volume of imports, and
evidence of future orders indicate the likelihood of substantially increased imports of subject
merchandise into the United States.™

CONCLUSION
For the foregoing reasons, we determine there is a reasonable indication that the

domestic PVC/polystyrene framing stock industry is threatened with material injury by reason
of allegedly LTFV imports from the United Kingdom.

% Table A-1, CR at A-3, PR at A-3.

' We find no "other demonstrable adverse trends" that indicate that subject imports will be the
cause of actual injury, or any "actual and potential negative effects on existing development and
production efforts of the domestic industry.” See 19 U.S.C. §§ 1677(7)(F)H(VID) and (X).
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ADDITIONAL VIEWS OF CHAIRMAN WATSON
CONCERNING A REASONABLE INDICATION OF MATERIAL INJURY

In a preliminary antidumping mvestlgatlon the Commission must determine whether
there is a reasonable indication that an industry in the United States is matenally lnjuredl or
threatened with material mjury2 by reason of imports of subject merchandise. I join the
majority in all parts of its opinion and find that the domestic injury is threatened with
material injury by reason of the subject imports. However, it is my view that when the
Commission makes such an affirmative threat determination, the reasons for finding no
present injury should be examined as well.> Accordingly, I also find that there is no
reasonable indication that the domestic industry producing foam extruded PVC and
polystyrene framing stock is materially injured by reason of subject imports from the United
Kingdom.

The statute defines “material injury” as “harm which is not inconsequential,
immaterial or unimportant.™ In making this determination, the Commission must consider
the volume of imports, their effect on prices for the domestic like product, and their impact
on domestic producers of the domestic like product, but only in the context of U.S.
production operations.” Furthermore, in determining whether there is matenal injury .
by reason of” subject imports, the Commission may not weigh causes.

Of the two principal domestic producers, National accounted for approximately ***
to *** percent of combined production, and Marley accounted for approximately *** to ***
percent of combined production over the period of investigation.” National focuses on the

g market and captively consumes all of its framing stock in the production of finished
it designs, manufactur&s and distributes but Marley also produces door and window
cabmetry components.” Marley sells all of its framing stock on the commercial market, i.e.,

' 19 U.S.C. § 1673b(a)

? 19 U.S.C. § 1677(T)(F)

* Although the CIT has not held there to be such a requirement in the law, in R-M Industries, Inc.
V. United States the CIT questioned whether the Commission should reach an affirmative threat
determination without first addressing whether the domestic industry is presently injured by reason of
subject imports. See 848 F. Supp. At 212.

* 19 U.S.C. § 1677(7)(A).

* 19 U.S.C. § 1677(7)B)(i). The Commission “may consider such other economic factors as are
relevant to the determination” but shall “explain in full its relevance to the determination.” 19 U.S.C.
§ 1677(7)(B).

S See, e.g., Citrosuco Paulista S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’] Trade
1988); Maine Potato Council v. United States, 613 F. Supp. 1237, 1243-44 (Ct. Int’l Trade 1985).
“Current law does not . . . contemplate that the effects from the subsidized (or LTFV) imports be
weighed against the effects associated with other factors (e.g. the volume and prices of imports sold at
fair value, contraction in demand or changes in patterns of consumption, trade, restrictive practices of
and competition between the foreign and domestic producers, developments in technology, and the
export performance and productivity of the domestic industry) which may be contributing to overall
injury to an industry.” S. Rep. No. 249, 96th Cong., 1st Sess. 57 (1979); see also H.R. Rep. No.
317, 96th Cong., 1st Sess. 46-47 (1979).

7 Table III-1, CR at ITI-7, PR at III-3.

® CRatI-2, PR atI-2.

® CR at IlI-2, PR at ITI-1.
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to frame manufacturers and wholesale distributors® — unlike National. Importantly, National
could provide financial data only with respect to its overall establishment operations, but
noted that ***,

It must be remembered that, since Marley is the only producer of the domestic like
product selling in the merchant market, and represented *** of the production of the
domestic like product in 1994, consideration of only the merchant market will necessarily
skew data about the entire framing stock industry. Section 771(4)(A) of the Act, as
amended, defines the relevant industry as the “producers as a [wjhole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a
major proportion of the total domestic production of the product.” Although I do not draw
any direct conclusions about the framing stock industry from National’s reported *** on its
overall establishment operations, I consider the information concerning the commercial
market (i.e., excluding National’s production) cognisant that such data ignore *** of the
domestic industry producing the like product. In effect, to focus solely on the merchant
market in this case would be to apply the captive production provision where it is
inapplicable, since its third prong is not satisfied."”

Volume. Apparent consumption of the like product in the merchant market increased
over the period of investigation from *** linear feet in 1992 to *** linear feet in 1994 — an
increase of *** percent. Imports of the like product from the subject country for sale in the
merchant market increased accordingly, by quantity, from *** linear feet in 1992 to ***
linear feet in 1994 — an increase of *** percent. Between interim 1994 and interim 1995,
apparent consumption in the merchant market increased by *** percent, while imports of the
like product from the subject country increased by *** percent.” Market share of the subject
product increased from *** percent in 1992 to *** percent in 1994, whereas Marley’s
market share declined from *** percent in 1992 to *** percent in 1994.*

However, I decline to treat these data as dispositive of the existence of a significantly
adverse volume effect because ***. *** To wit, apparent consumption rose from ***
linear feet in 1993 to *** linear feet in 1994. Although domestic producers’ share of the
overall market *** from *** percent in 1993 to *** percent in 1994, it appears that this ***
stems from ***. Subject imports’ market share increased ***, from *** percent in 1993 to
*** percent in 1994. Between interim 1994 and interim 1995, apparent consumption in the
entire market increased *** percent."

® CR atI-3, PR at I-2.

' 19 U.S.C. § 1677(4)(A).

219 U.S.C. § 1677(7)(C)Gv){ID).

¥ I generally decline to ascribe significant weight to interim data. Interim data are often
incomplete and cover periods as short as a quarter of a year. Moreover, interim data gathered after a
petition is filed may be skewed by increased imports in anticipation of suspension of liquidation of
duties. In addition, these data may not reflect normal seasonal and/or cyclical variations in the
domestic industry over the course of an entire year. I also note that the CIT has consistently stated
that the ITC is responsible for weighing the evidence and determining its probative value, see, e.g.,
Iwatsu Electric Co. v. United States, 758 F.Supp. 1506, 1517 (Ct. Int’l Trade 1991).

4 Table A-1, CR at A-3, PR at A-3.
5 Table A-2, CR at A-5, PR at A-3.
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Based on the foregoing, I find the overall increases in volume and market share of
subject imports have not had a significantly adverse volume effect.

Price Effects. Despite the obvious fact that all framing stock may be used to
manufacture finished frames, any consideration of interchangeability — and thus, price
competition — in this investigation is problematic. Because of the volatility of product
lines,'® the nebulous criteria of consumers (i.e., artistic appeal, fashion, innovation),"” and the
inability of staff to devise meaningful product categories to better measure
interchangeability," the probative value of pricing information is inherently suspect in this
investigation. Furthermore, pricing data is for the commercial market and thus includes only
those domestic prices reported by Marley."”

Products 1, 2, and 5 are almost exact matches between Marley’s and Simons’
products, while products 3 and 4 are merely similar; yet, all reported sales of these five
products account for *** percent of Marley’s sales by value in 1994.2 As such, it is
reasonable to conclude that they may not be indicative of the full range of product
competition between Marley and respondents.”

Selling prices of product 1 generally *** over the period of investigation, while
products 2 and 4 showed ***.2 For products 3 and 5, Marley’s prices *** over the period
of investigation, but *** toward the end of the period, and in the case of product 3, even
ended *** than at the beginning of the period despite *** in the price of the same product
category from the subject country.” * Imported product 1 *** Marley’s product 1 by an
average of *** cents per linear foot, or *** percent ***, in the 11 quarters in common;
imported product 2 *** Marley’s product 2 by an average of *** cents per linear foot, or
*** percent ***, in the 10 quarters in common; imported product 3 *** Marley’s product 3
by an average of *** cents per linear foot, or *** percent ***, in 6 quarters in common;
imported product 4 *** Marley’s product 4 by *** cents per linear foot, or *** percent ***,
in 2 quarters in common; and imported product 5 *** Marley’s product 5 by an average of
*** cents per linear foot, or *** percent ***, in 9 quarters in common.

In light of the foregoing, and cognisant of the dearth of probative pricing
information, I find there to be no significant price suppression or price depression attributable
to the subject imports.

¥ CR at II-2, PR at II-1.

7 CR at II-1, PR at II-1.

® CR at II-3, PR at II-2.

¥ CR at V4, PR at V-3.

® CR at V-4 and V-12, PR at V4.

# CR at V-12, PR at V4.

Z CR at V-12 to V-13, PR at V-4.

? 14

% Figure V-1, CR at V-10 to V-12, PR at V-3 and V4.
® CR at V-13 to V-14, PR at V-4.
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Impact.”® There does not appear to be a significant adverse impact by subject imports
on the domestic industry, ***. Average capacity in the commercial market increased from
**x linear feet in 1992 to *** linear feet in 1994.7 Production quantities fell *** from ***
linear feet in 1992 to *** linear feet in 1994, with capacity utilization falling from ***
percent in 1992 to *** percent in 1994.% Shipment and production data are ***; as such,
shipments fell *** over the period of investigation. Unit values of U.S. shipments —
identical to unit sales values — also rose from $*** per linear foot in 1992 to $*** per linear
foot in 1994.® Throughout the period, Marley and, by necessity, the commercial market
suffered no operating losses, yet profitability seems to have declined somewhat, although that
may be attributed to a combination of an *** from $*** per linear foot in 1992 to $*** per
linear foot in 1994, and a decrease in net sales quantities from *** linear feet in 1992 to ***
linear feet in 1994.%

When one considers National’s overall financial performance in tandem with that of
Marley, the domestic industry ***. Even though National’s financial data is for overall
establishment operations and do not solely reflect operations producing the like product, it
appears that a ***, National manufactures wood and metal framing stock in addition to the
like product, which it captively consumes in its production of finished frames: in 1994, wood
accounted for *** percent of its total production, and metal for *** percent, so that the
remaining *** percent of all production was of the like product.* In light of the above fact,
and ever mindful of drawing direct conclusions about the domestic industry in the absense of
accurate financial data, I note that net *** for National’s overall establishment operations ***
from $*** in 1992 to $*** in 1994.” While these figures do not clearly indicate a lack of
significant adverse impact of subject imports on the domestic industry, they offer some
evidence of the financial condition of a significant portion of the domestic industry. The cost
of goods manufactured, as divided among raw materials, labor, and other costs, *** over the
period of investigation.® * Further, National’s unit costs of goods manufactured were ****
a fact National attributes to its vertical integration production of finished frames.*

% The statute as amended by the URAA contains a new subclause (V) to 19 U.S.C. §
1677(7)(C)(iii) specifying that the Commission is to consider in an antidumping proceeding, “the
magnitude of the margin of dumping.” The statute, 19 U.S.C. § 1677(35)(C), defines the “magnitude
of the margin of dumping” to be used by the Commission in a preliminary determination as “the
dumping margin or margins published by the administering authority [Commerce] in its notice of
initiation of the investigation.” Calculated margins for the subject product ranged from 20.82 percent
to 48.96 percent. CR at I-2, PR at ¥k,

7 Table A-1, CR at A-3, PR at A-3.

2 1bid. The increase in average capacity quantity in 1994 resulted in a lower capacity utilization
rate for that year.

® Ibid.

* Ibid.

® CRatl3, PRatl-2.

2 Table D-1, CR at D-3, PR at D-3.

®  Ibid.

¥ It appears reasonable to assume that, since over *** percent of National’s production of
captively consumed framing stock is of the like product, ***,

* CR at VIS, PR at VI-2.

* CRat VI-1 to VI-2, PR at VI-1.
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In light of the foregoing, I find there to be no significant adverse impact of subject
imports on the domestic industry, and thus, no present material injury to the domestic
industry by reason of subject imports.
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VIEWS OF COMMISSIONER CAROL T. CRAWFORD

On the basis of information obtained in this preliminary investigation, I determine
that there is a reasonable indication that an industry in the United States is materially injured
by reason of imports of foam extruded PVC and polystyrene framing stock from the United
Kingdom ("U.K.") that are allegedly sold in the United States at less-than-fair-value
("LTFV"). 1 concur in the conclusions of my colleagues regarding like product and domestic
industry, and I join their discussion of the condition of industry. However, I determine that
there is a reasonable indication that an industry in the United States is materially injured by
reason of the allegedly LTFV imports of framing stock from the U.K. Because my injury
determination in this investigation differs from my colleagues’, my separate views follow.

I ANALYTICAL FRAMEWORK

In determining whether there is a reasonable indication that a domestic industry is
materially injured by reason of the alleged LTFV imports, the statute directs the Commission
to consider:

()] the volume of imports of the merchandise which is the subject of the
investigation,

(@) the effect of imports of that merchandise on prices in the United States for
like products, and

() the impact of imports of such merchandise on domestic producers of like
products,l but only in the context of production operations within the United
States....

In making its determination, the Commission may consider "such other economic
factors as are relevant to the determination.” In addition, the Commission "shall evaluate all
relevant economic factors which have a bearing on the state of the industry ... within the
context ofsthe business cycle and conditions of competition that are distinctive to the affected
industry."”

The statute directs that we determine whether there is a reasonable indication of
"material injury by reason of the dumped imports.” Thus we are called upon to evaluate the
effect of allegedly dumped imports on the domestic industry and determine if there is a
reasonable indication that they are causing material injury. There may be, and often are,
other "factors” that are causing injury. These factors may even be causing greater injury
than the alleged dumping. However, the statute does not require us to weigh or prioritize the
factors that are independently causing material injury. Rather, the Commission is to

1

19 U.S.C. § 1677(7)B)(I). As part of its consideration of the impact of imports, the statute as
amended by the URAA now also specifies that the Commission is to consider in an antidumping
proceeding, "the magnitude of the margin of dumping.” 19 U.S.C. § 1677(7)(C)(ii)(V).

The statute, 19 U.S.C. § 1677(35)(C), defines the "magnitude of the margin of dumping" to
be used by the Commission in a preliminary determination as "the dumping margin or margins
published by the administering authority (Commerce) in its notice of initiation of the investigation. "
The calculated dumping margin, as identified by Commerce in its notice of initiation, ranges from
20.82 percent to 48.96 percent. 60 Fed. Reg. 52371 (October 6, 1995).

2 19 U.S.C.§ 1677(T)®B)(i).

3 19 U.S.C. § 1677(T)(C)(ii).
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determine whether there is a reasonable indication that any injury "by reason of" the
allegedly dumped imports is material. That is, the Commission must determine if there is a
reasonable indication that the subject imports are causing material injury to the domestic
industry. "When determining the effects of imports on the domestic industry, the
Commission must consider all relevant factors that can demonstrate if unfairly traded imports
are materially injuring the domestic industry." It is important, therefore, to assess the
effects of the allegedly dumped imports in a way that distinguishes those effects from the
effects of other factors unrelated to the dumping. To do this, I compare the current
condition of the industry to the industry conditions that would have existed without the
dumping, that is, had subject imports all been fairly priced. I then determine whether the
change in conditions constitutes material injury. The Court of International Trade has held
that the "statutory language fits very well" with my mode of analysis.’

In my analysis of material injury, I evaluate the effects of the alleged dumping on
domestic prices, domestic sales, and domestic revenues. To evaluate the effects of the
alleged dumping on domestic prices, I compare domestic prices that existed when the imports
were allegedly dumped with what domestic prices would have been if the imports had been
priced fairly. Similarly, to evaluate the effects of dumping on the quantity of domestic
sales,® I compare the level of domestic sales that existed when imports were allegedly
dumped with what domestic sales would have been if the imports had been priced fairly.
The combined price and quantity effects translate into an overall domestic revenue impact.
Understanding the impact on the domestic industry’s prices, sales and overall revenues is
critical to determining the state of the industry, because the impact on other industry
indicators (e.g., employment, wages, etc.) is derived from the impact on the domestic
industry’s prices, sales, and revenues.

I then determine whether the price, sales and revenue effects of the alleged dumping,
either separately or together, demonstrate that there is a reasonable indication that the
domestic industry would have been materially better off if the imports had been priced fairly.
If so, there is a reasonable indication that the domestic industry is materially injured by
reason of the allegedly dumped imports.

For the reasons discussed below, I determine that there is a reasonable indication that
the domestic industry producing foam extruded PVC and polystyrene framing stock is
materially injured by reason of allegedly LTFV imports of framing stock from the U.K.

II. CONDITIONS OF COMPETITION

To understand how an industry is affected by unfair imports, we must examine the
conditions of competition in the domestic market. The conditions of competition constitute
the commercial environment in which the domestic industry competes with unfair imports,
and thus form the foundation for a realistic assessment of the effects of the dumping. This

¢ 8. Rep. No. 71, 100th Cong., 1st Sess. 116 (1987)(emphasis added).

5 U.S. Steel Group v. United States, 873 F.Supp. 673, 695 (Ct. Int’l Trade 1994), appeal
docketed, No. 95-1245 (Fed. Cir. March 22, 1995).

¢ In examining the quantity sold, I take into account sales from both existing inventory and new
production.
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environment includes demand conditions, substitutability among and between products from
different sources, and supply conditions in the market.

A. Demand Conditions

An analysis of demand conditions tells us what options are available to purchasers,
and how they are likely to respond to changes in market conditions, for example an increase
in the general level of prices in the market. Purchasers generally seek to avoid price
increases, but their ability to do so varies with conditions in the market. The willingness of
purchasers to pay a higher price will depend on the importance of the product to them (e.g.,
how large a cost factor), whether they have options that allow them to avoid the price
increase, for example by switching to alternative products, or whether they can exercise
buying power to negotiate a lower price. An analysis of these demand-side factors tells us
whether demand for the product is elastic or inelastic, that is, whether purchasers will reduce
the quantity of their purchases if the price of the product increases. For the reasons
discussed below, I find that the overall elasticity of demand for framing stock is somewhat
high.

Cost Factor. The first factor that measures the willingness of purchasers to pay
higher prices is the importance of the product to purchasers. In the case of an intermediate
product (“input™), the importance will depend on the significance of the input’s cost relative
to the total cost of the downstream products in which it is used. When the price of an input
is a large portion of the total product cost, changes in the price of the input are more likely
to alter demand by the downstream user and, by extension, the demand for the input.

Framing stock typically represents 2 large percentage, about 38 percent, of the cost
of the downstream finished frame product.’ Elasucxty of demand for such high-cost share
inputs is generally high. Demand for the input is also determined by the downstream
customers’ price sensitivity of demand.® Finished frames are a non-necessity durable good,
suggestmg that downstream customers would be sensitive to changes in price. All else equal,

higher pnce sensitivity in the downstream market suggests a higher elasticity of demand for
inputs.’

In addition, there appear to be some differences in the elasticity of demand across the
major framing stock market sectors, the “ready-made manufacturers” sector and the custom
frame sector.”® The ready-made manufacturers sector is the largest U.S. market sector,
accounting for the majority (*** percent) of Marley’s shipments from 1992 to 1994 and ***
of Robobond’s framing stock." Since the ready-made manufacturer sector sells mostly lower

7 CR atI-6, n. 15; PR at I4, n. 15.

® Demand for this consumer product also depends on the level of general household income. In
general, the higher the level of income, the more likely it is that consumers will purchase higher
quality or greater quantities of framing stock.

° There is also evidence of an overall increase in demand for framing stock due to product
innovation. Fourteen-of-twenty-one importers and purchasers of framing stock indicated that demand
for their final products increased during the POI due to a wider range of designs and finishes
becoming available at a reasonable price. CR at II-7; PR at II-4.

' CR at III-5; PR at II-2 - III-3.

" CR atI-9; PR at I-5 - I-6.
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to middle-end framing stock to. price conscious consumers,”” demand in this market sector
appears to be more sensitive to small changes in price. In the smaller custom framing stock
market sector, demand appears to be somewhat less elastic. These retailers sell lower
volume, higher quality, more costly framing stock with numerous frame and feature
variations.

Alternative Products. A second important factor in determining whether purchasers
would be willing to pay higher prices is the availability of viable alternative products. Often
purchasers can avoid a price increase by switching to alternative products. If such an option
exists, it can impose discipline on producer efforts to increase prices.

In this investigation the record suggests that alternative framing stock products, most
frequently those made of wood, do compete with PVC or polystyrene framing stock.” The
price of wood framing stock has reportedly increased recently, which would tend to reduce
the relative attractiveness of such products.” I intend to closely examine competition with
alternative products, especially wood framing stock, in any final investigation.”

I find that the high cost share of the product indicates an elastic demand for framing
stock. The availability and apparent competitiveness of alternative products such as wood
and metal framing stock further increases the price sensitivity of demand. Thus, I find that
the overall elasticity of demand for framing stock appears to be somewhat high. That is,
purchasers will reduce significantly the amount of framing stock they buy in response to a
general increase in the price of framing stock.

B. Substitutabili

Simply put, substitutability measures the similarity or dissimilarity of imported versus
domestic products from the purchaser’s perspective. Substitutability depends upon (1) the
extent of product differentiation, measured by product attributes such as physical
characteristics, suitability for intended use, design, convenience or difficulty of usage,
quality, etc.; (2) differences in other non-price considerations such as reliability of delivery,
technical support, and lead times; and (3) differences in terms and conditions of sale.
Products are close substitutes and have high substitutability if product attributes, other non-
price considerations and terms and conditions of sale are similar.

While price is nearly always important in purchasing decisions, non-price factors that
differentiate products determine the value that purchasers receive for the price they pay. If
products are close substitutes, their value to purchasers is similar, and thus purchasers will
respond more readily to relative price changes. On the other hand, if products are not close
substitutes, relative price changes are less important and are therefore less likely to induce
purchasers to switch from one source to another.

2 CR at I-10; PR at II-6.

® CR at I-8; PR at I-4 - I-5. Wood framing stock is the most commonly sold framing stock. CR
at I-7; PR at I4.

¥ CR at II-9; PR at II-5.

¥ Another important demand factor is the possibility of buying power by the largest ready-made
manufacturers. I intend to explore this issue further in any final investigation.
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Because demand elasticity for PVC and polystyrene framing stock appears to be
somewhat high, overall purchases will decline significantly if the overall prices of framing
stock increase. However, purchasers can avoid price increases from one source by seeking
other sources of framing stock. In addition to any changes in overall demand for framing
stock, the demand for framing stock from different sources will decrease or increase
depending on their relative prices and their substitutability. If framing stock from different
sources are substitutable, purchasers are more likely to shift their demand when the price
from one source (i.e., subject imports) increases. The magnitude of this shift in demand is
determined by the degree of substitutability among the sources.

Purchasers have three potential sources of framing stock: domestically produced
framing stock, subject imports, and nonsubject imports. Purchasers are more or less likely
to switch from one source to another depending on the similarity, or substitutability, between
and among them. I have evaluated the substitutability among framing stock from different
sources as follows.

For purposes of this preliminary investigation, I have made the following
determinations regarding substitutability. First, I find that subject imports of framing stock
from the U.K. are moderately good substitutes for domestic framing stock. Second, I find
that nonsubject imports are not available in sufficient quantities to be considered as a serious
alternative. Thus, the shift in demand away from subject imports would increase demand for
domestic framing stock.

Subject imports and domestic framing stock are sold through similar channels of
distribution and are technically interchangeable in their basic application as decorative
casings.'® However, the record indicates that subject imports consist of a broader range of
framing stock types, based on differences in size, materials, design, quality, durability, color,
shape and other distinguishing characteristics. Sixteen-of-eighteen importer\purchasers
indicated that the U.S. product range was inferior to subject imports.” Robobond claims it
has driven the reported increase in domestic demand for framing stock by supplying products
unavailable from domestic sources.”®* Fourteen-of-nineteen responding importer\purchasers
indicate that they purchased the U.K. product because of its superior quality and diversity of
product line.” Sixteen-of-eighteen importers and purchasers stated that the domestic product
range was inferior to subject imports.” In particular, Robobond, the *** U.K. manufacturer,
has been successful in marketing its new wood-like “compo” framing stock; sales have risen
from virtually *** in 1992 to *** percent in interim 1995.* Such differences in quality and
diversity tend to reduce substitutability. Substitutability is further reduced due to the ***
percentage of domestic production that is captively consumed.” Subject imports do not
compete directly with such domestic production. Nonetheless, there is evidence of overlap

6 CR at I-7 and I-9; PR at 14 and I-5.
7 CR at II-12; PR at II-7.
® CR at II-1 and II-6 - II-7; PR at II-1.

¥ CR at II-10 and II-11; PR at II-5. The majority of importers and purchasers stated that quality, .
not price, was the most important factor driving their purchases. CR at II-10 and V-3; PR at II-5 and
V2.

®  Table I-1, CR at II-12; PR at II-7.
? Respondent’s post-hearing brief at 13, n. 13.
Z CR at III-1; PR at III-1.
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between subject imports and dom&stm products in the U.S. market, at least in the early part
of the period of investigation.? I find that on balance subject imports and domestic framing
stock appear to be moderate substitutes.

Nonsubject imports account for a very small percentage of imports and of domestic
consumption. Consequently, I conclude that nonsubject imports do not appear to be a
significant factor in this market.

Therefore, based on the available information, I find that purchasers would have
shifted a significant portion of their purchases to domestic framing stock had subject imports
been fairly priced.

C. Supply Conditions

Supply conditions in the market are a third condition of competition. Supply
conditions determine how producers would respond to an increase in demand for their
product, and also affect whether producers are able to institute price increases and make them
stick. Supply conditions include producers’ capacity utilization, their ability to increase their
capacity readily, the availability of inventories and products for export markets, production
alternatives and the level of competition in the market. For the reasons discussed below, I
find that the elasticity of supply of framing stock appears to be somewhat high.

Capacity Utilization and Capacity. Unused capacity can exercise discipline
on prices, if there is a competitive market, as no individual producer could make a price
increase stick. Any attempt at a price increase by any one producer would be beaten back by
its competitors who have the available capacity and are willing to sell more at a lower price.
The total domestic industry capacity *** by *** percent from 1993 to 1994. In 1994, ***
percent of the domestic mdustry § capacity to produce framing stock was not used and
therefore was available to increase production.* However, the total quantity of subject
imports *** reported available domestic capacity in 1994. 3

Inventories and Exports. The domestic industry had *** in mventorm
avallable at the end of 1994 which it could have shipped to the U.S. market.* The domestic
industry did not *** any framing stock during the POI. Thus the domestic industry had
some available inventories that could have filled the demand supplied by subject imports.

Level of Competition. The level of competition in the domestic market has a
critical effect on producer responses to demand increases. A competitive market is one with
a number of suppliers in which no one producer has the power to influence price
significantly. The domestic PVC and polystyrene framing stock industry has been highly
concentrated. One large merchant producer and one large captive producer have dominated

2 See manufacturers’ exhibits before the Commission and CR at II-4 through II-6; PR at II-2
through II-3.

#  Open market supplier Marley had *** percent of its capacity available for increasing production
in 1994. CR at III-7, Table III-1; PR at III-3.

% CR at A-3, Table A-1; PR at A-3.
% CR at A-3, Table A-1; PR at A-3.
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domestic production, accounting for nearly *** percent of reported production in 1994.7
However, three new U.S. producers have entered the market in the past year, for which
detailed information was not available. The record thus indicates that there is substantial
available domestic capacity and at least some competition among domestic producers.
However, the high differentiation of products in the market place and the dominant position
of one merchant and one captive producer suggests the possibility of some market power.

1. MATERIAL INJURY BY REASON OF ALLEGEDLY LTFV IMPORTS OF
FRAMING STOCK FROM THE U.K.

The statute requires us to consider the volume of subject imports, their effect on
domestic prices, and their impact on the domestic industry. I consider each requirement in

A. Volume of Subject Imports

Subject imports of polystyrene framing stock™ increased from *** million linear feet
in 1992, to *** million linear feet in 1993 and *** million linear feet in 1994. The value of
subject imports was $*** million in 1992, $*** million in 1993, and $*** million in 1994.%
By quantity, subject imports held a market share of *** percent in 1993 and *** percent in
1994. Their market share by value was *** percent in 1993 and *** percent in 1994.%
While it is clear that the larger the volume of subject imports, the larger the effect they will
have on the domestic industry, whether the volume is significant cannot be determined in a
vacuum, but must be evaluated in the context of its price and volume effects. Based on the
market share of subject imports and the conditions of competition in the domestic framing
stock market, I find that the volume of subject imports is significant in light of its price and
volume effects.

B. Effect of Subject Imports on Domestic Prices

To determine the effect of subject imports on domestic prices I examine whether the
domestic industry could have increased its prices if the subject imports had not been dumped.
As discussed, both demand and supply conditions in the framing stock market are relevant.
Examining demand conditions helps us understand whether purchasers would have been
willing to pay higher prices for the domestic product, or buy less of it, if subject imports had
been sold at fairly traded prices. Examining supply conditions helps us understand whether
available capacity and competition among suppliers to the market would have imposed
discipline and prevented price increases for the domestic product, even if subject imports had
not been unfairly priced.

If the subject imports had not been dumped, their prices in the U.S. market would
have increased significantly. Thus, if subject imports had been fairly priced, they would
have become more expensive relative to domestic PVC and polystyrene framing stock. In

CR at ITI-1 to ITI-3; PR at III-1 to III-2.

There are no subject imports of PVC framing stock.
CR at A-5, Table A-2; PR at A-3.

CR at A-5, Table A-2; PR at A-3.

8 B 8 Y
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such a case, if the imported and domestic framing stock are substitutable, purchasers would
have shifted towards the relatively less expensive products.

In this investigation, the alleged dumping margins for subject imports from the U.K.
are somewhat large (20.8 to 49.0 percent), so that subject imports likely would have been
priced significantly higher had they been fairly traded. Since subject imports and domestic
framing stock are moderate substitutes, some but not all of the demand for subject imports
would have shifted to domestic framing stock. It is likely that, at the higher, fairly traded
prices, at least some of the subject imports from the United Kingdom would continue to have
been sold in the U.S. market. Since subject imports held a significant market share of ***
percent by quantity in 1994, such a shift in demand to domestic framing stock would have
been substantial. However, the elasticity of demand indicates that any price increases by
domestic suppliers in response to this shift in demand would have been resisted and therefore
moderated.

In addition to demand conditions, supply-side conditions would have limited attempts
by the domestic industry to increase prices. The domestic industry had significant production
capacity as well as some inventories that would have allowed increased shipments to the U.S.
market, but not enough to completely replace subject imports. Competition from new
entrants into the U.S. market might also have occurred. On the other hand, direct price
competition would have been limited somewhat by the differentiated nature of products in
this industry. In these circumstances, domestic producers could have raised their prices
somewhat, but not by large amounts. Any effort to raise prices substantially would have
been resisted by competitors and customers.

Therefore, some effects on domestic prices can be attributed to the unfair pricing of
subject imports. Consequently, I find that subject imports are having significant effects on
prices for domestic framing stock.

C. Impact of Subject Imports on the Domestic Industry

To assess the impact of subject imports on the domestic industry, I consider output,
sales, inventories, capacity utilization, market share, employment, wages, productivity,
profits, cash flow, return on investment, ability to raise capital, research and development
and other relevant factors.* These factors together either encompass or reflect the volume
and price effects of the dumped imports, and so I gauge the impact of the dumping through
those effects.

As discussed above, the domestic industry would have been able to increase its prices
somewhat if subject imports had been sold at fairly traded prices. In addition, dumped
imports appear to have had an impact on the domestic industry’s output and sales.

As discussed above, had subject imports not been dumped, the demand for subject
imports from the U.K. would have declined and demand for the domestic product would
have increased. Domestic producers, who had a *** percent market share by quantity, could
easily have increased their production and sales, although not enough to completely replace
subject imports (at least not in 1994 and interim 1995). For the reasons discussed above, the
domestic industry likely would have captured some of the demand for subject imports. As a

19 U.S.C. § 1677(7)(C)(ii).
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result, the domestic industry’s output and sales, and therefore its revenues, would have
increased significantly. I therefore find that, had subject imports not been dumped, the
impact on the domestic industry’s output and sales would have been significant.

Had subject imports not been dumped, the domestic industry would have been able to
increase its prices, output and sales, and therefore its revenues, significantly. Consequently
the domestic industry would have been materially better off if the subject imports had been
fairly traded. Therefore, I find that there is a reasonable indication that the domestic
industry producing foam extruded PVC and polystyrene framing stock is materially injured
by reason of allegedly LTFV imports of foam extruded PVC and polystyrene framing stock
from the United Kingdom.

IV. CONCLUSION
On the basis of the foregoing analysis, I determine that there is a reasonable
indication that the domestic industry producing foam extruded PVC and polystyrene framing

stock is materially injured by reason of allegedly LTFV imports of foam extruded PVC and
polystyrene framing stock from the United Kingdom.
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VIEWS OF COMMISSIONER BRAGG
REGARDING A REASONABLE INDICATION OF MATERIAL INJURY
BY REASON OF ALLEGEDLY LTFV IMPORTS

In preliminary antidumping duty investigations, the Commission must determine,
based on the information available to it at the time of the determination, whether there is a
reasonable indication that an industry in the United States is materially injured or threatened
with material injury by reason of the subject imports that allegedly are sold at LTFV.' In
my view, the question of whether there is a reasonable indication of material injury by reason
of the subject imports should be resolved before addressing the question of threat. I find that
there is a reasonable indication that the domestic industry producing foam extruded PVC and
polystyrene framing stock is materially injured by reason of subject imports from the United
Kingdom, and thus do not reach the question of whether a reasonable indication of threat of
material injury exists.

In determining whether a reasonable indication of material injury exists, the statute
requires the Commission to consider the volume of imports, their effect on prices for the
domestic like product, and their impact on domestic producers of the domestic like product,
but only in the context of U.S. productlon operations.” Although the Commission may
consider alternative causes of injury to the industry other than the LTFV imports, it is not to
weigh causes.’

As a preliminary matter, I note that in this investigation I have placed particular
emphasis on data for the merchant market as the data most probative of a sufficient causal
link between subject imports and declines in the domestic industry’s fortunes. In particular, I
note that the Commission is unable to analyze the impact of subject imports on the financial
condition of *** U.S. producer, National, which produces only for internal consumption and
**x  Thus, the financial data provided by Marley are the best evidence available to the
Commission concerning the impact of subject imports on the financial condition of the
domestic industry. While the Commission can consider National’s financial picture for its
overall establishment operations, such data are not necessarily indicative of what a separate
breakdown for the domestic like product operations might show. For this reason, and
because Marley’s financial condition more directly reflects competition with subject imports*

! 19 U.S.C. § 1673b(a)(1).

2 19 U.S.C. § 1677(7)(B)(i). The Commission also may consider "such other economic factors as
are relevant to the determination.” Id.

*  See, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’l Trade

1988). Alternative causes may include the following:
[TThe volume and prices of imports sold at fair value, contraction in demand or changes in
patterns of consumption, trade, restrictive practices of and competition between the foreign
and domestic producers, developments in technology, and the export performance and
productivity of the domestic industry. S. Rep. No. 249, 96th Cong., 1st Sess. 74 (1979).
Similar language is contained in the House Report. H.R. Rep. No. 317, 96th Cong., 1st
Sess. 46-47 (1979).

I note that the extent to which subject imports compete with the domestic like product, even in
the merchant market, is unclear. Respondent Robobond has argued that the U.K. product is superior
to the U.S. product, and that the substlmtabxlxty of the subject imports and the domestic like product is
limited. I will examine this issue more closely in any final investigation. For purposes of this
(continued...)
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(whereas any competition between National and subject imports is indirect, in the form of
competition with downstream products produced from subject imports), I consider the
financial data for the merchant market to be the most probative evidence currently available
to the Commission concerning the financial condition of the domestic industry for purposes
of analyzing the impact of subject imports. With respect to other industry factors, I have
looked at both the overall market and the merchant market in assessing the impact of the
allegedly LTFV imports, but have placed particular emphasis on data for the merchant
market as reflecting more directly the competitive effects of subject imports.

L Volume of the Subject Imports

The volume of subject imports increased *** during the period examined. By
quantity, subject imports‘from the U.K. rose from *** linear feet in 1992, to *** linear feet
in 1993, to *** linear feet in 1994, for a total increase of *** percent from 1992-94.
Subject imports rose an additional *** percent between interim periods, increasing from ***
to *** linear feet from interim 1994 to interim 1995. The value of subject imports followed
a similar pattern.’

Although demand for PVC/polystyrene framing stock also increased throughout the
period examined,® subject imports increased at a ***, resulting in *** gams in the market
share held by these imports. Share gains by subject lmports were *** in the merchant
market: subject imports increased their share of the merchant market, by quantity, from ***
percent in 1992, to *** percent in 1993, to *** percent in 1994, and reached *** percent in
interim 1995, up from *** percent in interim 1994.” Subject imports also increased their
share of the total market, however: subject imports’ share of the total U.S. market rose
from *** percent to *** percent from 1993-94, and from *** percent to *** percent between
interim periods.®

As non-subject imports account for only a miniscule share of the U.S. market for
PVC/polystyrene framing stock, these increases in the market share held by subject imports
came directly at the expense of domestic producers. The domestic industry’s share of the
merchant market, on a quantity basis, decreased from *** percent in 1992 to *** percent in

* (...continued)
preliminary determination, however, I find that there is sufficient evidence of direct competmon
between the subject imports and the domestic like product produced for the commercial market. See
CR at II-6, II-10 - II-12, PR at II-3, II-5 - II-6.
5 Table A-1, CR at A-3, PR at A-3. The value of subject imports rose from *** in 1992, to ***

in 1993, to *** in 1994, for a total increase of *** percent from 1992-94, and from *** in interim
1994 to *** in interim 1994, a further increase of *** percent. 1d.

¢ .U.S. apparent consumption in the merchant market increased by *** percent on a quantity basis,
and by *** percent on a value basis, between 1992 and 1994, and by *** percent by quantity and ***
percent by value between interim periods. Table A-1, CR at A-3, PR at A-3. Apparent consumption
in the total U.S. market (including captive production) increased by *** percent by quantity and ***
percent by value between 1993 and 1994, and by *** percent by quantity and *** percent by value
between interim periods. Table A-2, CR at A-5, PR at A-3.

7 Table A-1, CR at A-3, PR at A-3. Subject imports’ share of the merchant market by value
followed a similar trend. Id.

¢ Table A-2, CR at A-5, PR at A-3. Subject imports’ share of the total market by value followed
a similar pattern. Id.
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1993, then fell to *** percent in 1994, for a total loss of *** percentage points over this
period. In interim 1995, the domestic industry’s share of the merchant market declined
further, to *** percent, compared with *** percent in interim 1994 — a loss of ***
percentage points.” Domestic producers’ share of the total U.S. market, by quantity, fell
from *** percent in 1993 to *** percent in 1994 (for a loss of *** percentage points), and
from *::* percent in interim 1994 to *** percent in interim 1995 (a loss of *** percentage
points.

Based on the foregoing, I find that both the volume and market share of subject
imports, and the increases in that volume and market share over the period examined, are
significant.

II. Price Effects of the Subject Imports

The pricing data collected by the Commission must be viewed with caution, for
several reasons. Comparisons are difficult due to the enormous number of designs and
finishes in the market." The diversity of the subject product categories also makes it difficult
to obtain extensive coverage.”” The staff report notes that the pricing information collected
by the Commission may not be indicative of the full range of product competition between
the petitioner and respondent because of incomplete coverage of their product lines.”
Moreover, as previously noted, the extent to which the domestic and imported product are
good substitutes is unclear.

Nonetheless, the pricing data support the conclusion that subject imports are
depressing and/or suppressing domestic prices. Indeed, prices for both the domestic and
imported product *** over the period of investigation for *** of the five products reviewed,
were *** for *** other products, and *** for ***'* Although prices *** toward the end of
the period in some cases, ***, prices do not appear to have *** sufficiently to offset ***.**
While other factors, such as quality and product range, clearly affect purchasing decisions,
price appears to be a relatively important factor.® Thus, it is reasonable to conclude that

° Table A-1, CR at A-3, PR at A-3. The domestic industry’s share of the merchant market by

value followed a similar trend. Id.

©  Table A-2, CR at A-5, PR at A-3. Domestic producers’ share of the total market by value
followed a similar trend. Id.

' CR at V-4, PR at V-4. I note that many factors play a role in determining price, including
product quality, product range, raw materials costs, and responsiveness of the supplier. CR at V-1,
PR at V-1.

2 CRat V-12, PR at V4.

N

¥ CR at V-10 - V-13, PR at V-3 - V4.

¥ Unit cost of goods sold for U.S. commercial producers *** by *** percent from 1992-94, and
by another *** percent between interim periods. Unit sales values, ***, increased by *** percent
from 1992-94, and by *** percent between interim periods. Table A-1, CR at A-3, PR at A-3. I
note that these trends may be affected by changes in product mix, and intend to examine this issue
more closely in any final investigation.

' The customized nature of framing stock makes it difficult to evalute substitutability, or to assess
precisely the role played by price, as opposed to other factors such as quality and product range, in
purchasing decisions. I note, however, that the majority of importer/purchasers responding to
Commission questionnaires included price among the top three factors used in selecting a siupplierl;edCR

continued...)
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increasing volumes of subject imports would have a depressing or suppressing effect on
domestic prices. Moreover, the pricing data show underselling by subject imports in ***
available price comparisons.'” This evidence of *** further supports the conclusion that
subject imports have had adverse effects on the prices of the domestic product.

IOI. Impact of the Subject Imports on the Domestic Industry™

Although the domestic industry was profitable throughout the period of investigation,
a number of significant industry indicators, particularly the financial ones, declined *** as
subject imports surged. This evidence of deterioration in the condition of the domestic
industry, ***, indicates that subject imports have had an adverse impact on the domestic
industry.

Although U.S. apparent consumption increased *** over the period of investigation,
domestic producers did not benefit from this demand growth in the face of *** increases in
subject imports. As described above, the domestic industry experienced losses in market
share to subject imports in both the merchant and overall U.S. markets, with ***, The
domestic industry producing for the merchant market also experienced *** declines in
production, capacity utilization, shipments, net sales, gross profits, and operating income
throughout the period of investigation, with the rate of decline for financial indicators *** in
the most recent interim period."”

Based on the foregoing, I find a reasonable indication that the domestic industry
producing PVC/polystyrene framing stock is materially injured by reason of allegedly LTFV
imports from the United Kingdom.

% (...continued)
at V-3, PR at V-2. Moreover, at least one purchaser that switched from domestic to U.K. product
indicated that price was one of the factors that it considered in deciding to cease purchases of the
domestic product. CR at V-18, PR at V-7. Most responding importers/purchasers also considered the
U.S. and U.K. product comparable for most purchasing factors. CR at II-11 - II-12, PR at II-6 - II-
7. Iintend to examine the issue of substitutability, and the relationship between domestic and import
prices, more closely in any final investigation.

7 The subject imports undersold the domestic like product in *** of 38 possible price
comparisons, by margins ranging from *** percent to *** percent. Tables V-1 - V-5, CR at V-5 - V-
9, PR at V-3.

®  The amendments made to the Commission’s statute by the URAA require the Commission to
consider the magnitude of the margin of dumping as one of the factors examined in assessing the
impact of allegedly LTFV imports on the domestic industry. 19 U.S.C. 1677(7)(C)(iii)(V). The
margins of dumping identified by the Commerce Department in its notice of initiation of this
investigation (see 19 U.S.C. 1677(35)(C)(i)) range from 20.82 to 48.96 percent. I have considered all
of the factors set forth in the statute, but have discussed herein only those factors relevant to my
determination.

¥ Table A-1, CR at A4, PR at A-3. Although, as previously noted, complete financial data are
available only for U.S. merchant operations, I further note that ***. Further, at the Commission’s
conference, Acme Frame testified that its purchases of U.K. framing stock assisted it in entering the

promotional level of the market where it competes for sales with National. CR at III-5, n.14, PR at
-2, n.14.
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PART I: INTRODUCTION

BACKGROUND

This investigation results from a petition filed by counsel for Marley Mouldings, Inc.,
Marion, VA, on September 8, 1995, alleging that an industry in the United States is materially
injured and threatened with material injury by reason of imports from the United Kingdom of foam
extruded polyvinyl chloride (PVC) and polystyrene framing stock' that are alleged to be sold in the
United States at less than fair value (LTFV).? Information relating to the background of the
investigation is provided below:*

Date Action
September 8, 1995 . . ..  Petition filed with Commerce and the Commission;

institution of Commission investigation (60 F.R.
48167, September 18, 1995)

September 29, 1995 ...  Commission’s conference’

October 6, 1995 ... .. Commerce’s notice of initiation (60 F.R. 52370)
October 20, 1995 .... Commission’s vote

October 23, 1995 .... Commission determination transmitted to Commerce
October 30, 1995 .... Commission views transmitted to Commerce.

ALLEGED SALES AT LTFV

Margin allegations presented in the petition focus on sales by Simons or Robobond Ltd.,’ the
*** manufacturer in the United Kingdom, to its U.S. customers. Based on comparisons of export
price with normal value, the calculated dumping margins for the subject product ranged from 20.82

! For purposes of this investigation, the subject product consists of all extruded PVC and polystyrene
framing stock regardless of color, finish, width, or length. Finished frames assembled from foam extruded
PVC and polystyrene framing stock are excluded. Foam extruded PVC and polystyrene framing stock is
currently provided for in subheadings 3924.90.20 and 3926.90.98 of the Harmonized Tariff Schedule of the
United States (HTS). The 1995 most-favored nation U.S. tariff rates, applicable to imports from the United
Kingdom, are 3.4 percent ad valorem (picture frames of plastics, subheading 3724.90.20) or 5.3 percent ad
valorem (nonenumerated articles of plastics and articles of other materials of headings 3901 to 3914,
subheading 3926.90.98).

? A summary of the data collected in the investigation is presented in app. A. The Commission has not
conducted any previous investigations on foam extruded PVC or polystyrene framing stock.

* Federal Register notices cited in the tabulation are presented in app. B.
“ A list of witnesses appearing at the conference is presented in app. C.

* Robobond is often referred to by several names, including Emafyl Picture Frames (Emafyl) and D & J
Simons & Sons Ltd. (Simons or SimonArt). Emafyl is the trading name for the corporate entity, Robobond
Ltd. Its affiliated firm, Simons, is the largest distributor of wood mouldings in Europe. The other
manufacturers in the United Kingdom consist of Ecoframe, Magnolia Group PLC, and Marley Extrusions, Ltd.
Of these, only Ecoframe and Magnolia export to the United States; their exports are limited compared to those
of Robobond. The manufacture of foam extruded PVC and polystyrene framing stock in the United Kingdom
is discussed further in Part VII of this report.
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percent to 48.96 percent.’ ‘The alleged LTFV margins reflect, first, the difference in delivery costs
on sales to customers in the United States compared with those in the United Kingdom and,
secondly, U.S. sales made below the published list price.

INDUSTRY PARTICIPANTS

Foam extruded PVC and polystyrene framing stock is manufactured in the United States
primarily by two firms, Marley Mouldings, Inc. (Marion, VA) or Marley and National Picture &
Frame Co. (Greenwood, MS) or National.” National is a vertically integrated producer of finished
frames; all of its production of subject framing stock is used internally by the firm. In contrast,
petitioner Marley sells all of its production on the commercial market, primarily to ready-made frame
manufacturers and to wholesale distributors which, in turn, sell to custom frame shops.® Individual
ready-made frame manufacturers and wholesalers also purchase foam extruded PVC and polystyrene
framing stock from British manufacturers and are the importers of record.

In addition to the subject product, National manufactures wood and metal framing stock. In
1994, wood framing stock accounted for *** percent of its total production, metal for *** percent,
and subject polystyrene for the remaining *** percent. Marley produces only foam extruded PVC
and polystyrene framing stock. Additional information on industry participants and on the channels
into which they sell product is presented in subsequent sections of this report.

THE PRODUCT
Description and Uses

The imported product subject to this investigation includes all foam extruded PVC and
polystyrene framing stock regardless of color, finish, width, or length. The framing stock is used to
manufacture frames for pictures and mirrors. Excluded are finished frames assembled from foam
extruded PVC and polystyrene framing stock.

Framing stock consists of an extruded shape or "profile” on which finishes are applied to
obtain a specific look. Finishes include foil wrap, glossy paints, prints, and floral finishes using a
hot-stamp process, as well as marble and granite finishes using a texture-embossing process. Also, a
composition material may be added to the top of the framing stock to create three-dimensional
textured surfaces. Framing stock so treated is referred to as a "compo" or, sometimes, "pasta”
product. Pieces of framing stock, along with such other products as glass and matting material, are

¢ Petition, pp. 16-21. Robobond states that errors in the petitioner’s calculations increased Robobond’s unit
freight and handling costs by approximately 100 percent. Robobond also objects to the exchange rate used by
petitioner in calculating the dumping margins. Rogers & Wells, postconference brief submitted on behalf of
Robobond, pp. 40-41 and note 128.

7 In addition, three new domestic producers have recently entered the U.S. market.

¥ Ready-made frame manufacturers typically cut the framing stock with ordinary woodworking equipment
and assemble the cut stock with glue, nails, staples, or other materials into finished frames. The term "ready-
made"manufacturers” as used within this report is understood to include "contract” manufacturers. In addition
to manufacturing frames, ready-made manufacturers also conceptualize and market the line of framing products.
In contrast, "contract” manufacturers simply produce under contract for another firm that will distribute the
product. In some cases, framing stock is sold to intermediate firms or "chop shops” that cut the product to
size and sometimes assemble it for custom frame shops.
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assembled into finished frames for pictures and mirrors. Downstream use in picture and mirror
frames is the only end use for the subject product.

Production Processes

The subject product incorporates a type of foamed plastic formed by the expansion of gas
bubbles in a liquid-phase resin during a foam extrusion process. Foam extrusion has been in use
since the 1970s. In this process, a plastic resin is heated to a fluid state, injected with a gas,’ forced
through a die, and then cooled to keep the shape in which it was originally extruded. It is the design
of the orifice in the die that creates the shape of the extruded product—or the "profile" of the framing
stock. By the end of the extrusion, the density of the input resin is decreased substantially by the
presence of numerous cells dispersed throughout its mass. Such plastic, though classified as rigid,
semirigid, or flexible, is actually a spectrum of thermoplastic or thermosetting materials ranging from
stiff, to elastic, to limp. It is variable enough to substitute for metals, wood, fibers, or cloth. The
finished product may not look much like foam--it may be barely distinguishable from wood; it may
feel like velvet; or it could resemble a wire mesh."

Although many resins can be foam extruded, only framing stock made of PVC and of
polystyrene is included within the definition of the subject product. Marley produces subject framing
stock by using both PVC and polystyrene; National and Robobond, the *** British manufacturer, use
only polystyrene.”? Historically, PVC has been the more expensive product of the two resins.”

Interchangeability

The framing stock considered in this investigation is, strictly speaking, an intermediate
product, with the uncompounded resin being the upstream material and finished frames being the

° The gas, or "blowing agent," may be a physical agent such as nitrogen, a low-boiling liquid such as
heptane introduced into the liquid, or a powdered chemical that decomposes into gas at a specific temperature.

1 There are numerous extruded and foamed extruded plastic products, including siding, home and industrial
mouldings, pipe, computer housings, exterior insulation, single-service eating materials (cups and plates), and
packing material. Most foamed plastics can be extruded with only minor modifications of conventional
extruders into rods, tubes, pipes, trim, or sheet. :

1 Kirk-Othmer, "Foamed Plastics," Encyclopedia of Chemical Technology, 3rd edition, vol. 11, pp. 82-90
and "Plastic Foams: Options, Methods, and Materials," Plastics Engineering, Aug. 8, 1984, pp. 19-24.

2 Marley uses the same basic type of equipment and the same employees to produce PVC and polystyrene
framing stock, although some differences in the dies and in the cooling equipment exist, and some adaptation is
needed to switch between PVC production and polystyrene production. ***. Transcript of the Commission’s
Sept. 29, 1995, conference ("TR"), pp. 42-43 and response by Marley and National to producers’
questionnaire.

' Neither petitioner nor respondents have discussed whether the varying prices of these materials constitute
an important competitive factor. It is theoretically possible to convert from the per-pound price of a resin to a
per-foot price of framing stock to compare manufacturing costs of the two resins. However, there are certain
factors that make this conversion difficult. For example, polystyrene has a density of 1.04 grams per cubic
centimeter, whereas PVC has a density of 1.4 grams per cubic centimeter. Potentially, polystyrene could
produce 40 percent more linear feet of framing stock than PVC. However, the production process parameters
and desired strengths of the finished product can influence the length of an output generated from a pound of
resin. Further, both of these products are compounded with proprietary chemical additives during the extrusion
process. Without knowing the cost of these additives, the cost per linear foot cannot be determined. ***,
conversation with Commission staff, Sept. 20, 1995.
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downstream product.” Framing stock and frames are clearly perceived as different products with
different uses, although the terms are frequently used synonymously. As discussed, framing stock
has no function other than for use in the production of finished frames. On the other hand, finished
frames enable the mounting and hanging of pictures and mirrors."

Five major materials known to be used in making framing stock are wood, mica (that is,
wood covered with a formica wrap), metal, rigid plastic (ready-made),'® and foam extruded PVC or
polystyrene."” In their January 1995 annual survey of the art and framing industries, Decor reported
that among custom framers, 90 percent of framing stock is wood, 8 percent is metal, 1 percent is
rigid plastic, and 1 percent is mica.”® In the mass-framing market, plastics appear to have a larger
market share. Marley reported that, for the total picture frame market, wood was still the dominant
framing material, accounting for 42 percent of sales. Metal frames held a 15-percent share, and the
remaining frames used "wood" or "metal" finishes or were "non-wood.""

Functionally, all types of frames and framing stock are technically interchangeable in that
they are decorative casings that are assembled to hold a picture securely in a flat position. The
frame may also hold other articles, such as matt board, glass, and a backing. Further, the frame
may serve as a stand to hold a picture on a table or serve as a surface to hold screws for wire when
hanging pictures on a wall. The functional interchangeability exists irrespective of country of origin
or material of construction. Actual interchangeability in the marketplace is determined, in part, by
the material being framed, the consumer’s perception, changing fashion, and price. A recent trade
magazine article states:

"... the Visions line from Marley Mouldings, Marion, Va., can simulate metal,
lacquer, woodgrain, and faux finishes. ... Visions frames are made of lightweight
PVC extruded with a woodlike core and a very hard finish. ... The extruded polymer

“ Finished frames assembled from foam extruded PVC and polystyrene framing stock are specifically
excluded from Commerce’s scope of investigation.

¥ Finished frames made from the subject framing stock are necessarily more costly than the framing stock
because labor and materials are expended in transforming the framing stock into finished frames. In response
to the Commission’s questionnaire, firms indicated that finishing steps comprised, on average, 62 percent of the
value of a finished frame. The specific question asked was: "Please estimate the average value that your firm
adds to the foam extruded PVC and polystyrene framing stock that it uses in the production of finished frames.
Provide the (added) value as a percent of the total cost of goods sold of the finished frame, considering the
manufacturing cost and/or purchase price of the framing stock, added components, added labor, and added
factory costs (including depreciation and amortization)." Except for one firm, the responses of the ready-made
manufacturers ranged from a low of 40 percent to a high of 88 percent. National reported a value added of
*** percent.

' Rigid plastic is an extruded vinyl product that occupies a low-end market niche. (The input price of the
raw material is substantially less than that of the subject product.) Unlike PVC and polystyrene, rigid plastic
cannot be nailed. It is typically used to form very thin borders on such products as mirrors. Petitioner,
conversation with Commission staff, Sept. 1995.

'” There are two additional types of plastic frames: poured urethane and injection-moulded frames. These
frames are moulded as a finished form and are not first constructed as framing stock and then joined. Poured
urethane frames often have more relief than can be achieved with the subject product and are typically used for
large-sized, upscale art. Injection moulded frames are usually manufactured using polyurethane in ovals and in
such odd shapes as hearts. Petitioner, conversation with Commission staff, Sept. 1995.

'® »Strong Economy Makes Framers Hopeful," Decor, The Business Magazine of Fine Art and Framing,
Jan. 1995, p. 134.

' Petitioner, postconference brief, Response to staff questions, p. 8.
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moldings share three other key characteristics with micas: They can be given almost
any look from foil to burl; they are less expenswe than similar wood or lacquer
products; and they offer a uniformity of finish.

The issue of comparability was addressed in the Commission’s questionnaires. In response to
the question "Does foam extruded PVC and polystyrene framing stock compete for sale with other
types of framing stock used for pictures and/or mirrors?," almost 80 percent of the responding
importer/purchasers stated that there was such competition, most frequently with wood framing
stock. More specifically, one respondent wrote that "The consumer typically is looking to buy a
specific look or finish in a ready-made or custom framed print purchase. This look may be available
to them in either a plastic, wood, or metal frame composition. Plastics are increasingly competitive,
and intended to compete thh wood frames."” An article presented by Marley in its sales literature
states that:

"Plastic mouldings certainly have their advantages: they are free of flaws (such as
knots); they can withstand more knocks, scratches, etc., in shipping than wood
without becoming damaged; they are always straight; the lengths are extruded to the
same tolerance; and they cost about one third the price of wood mouldings."*

Wood is perhaps 20 percent to 50 percent more expensive than a comparable PVC or polystyrene
frame, while mica mouldings are priced in-between the comparable wood and foamed framed
products.” Further, Marley stated in its postconference brief (p. 17) that metal was more expensive
than were both wood and the subject materials.

Channels of Distribution

Framing stock, regardless of material, is typically distributed through the same channels of
distribution. As noted earlier, the foam extruded PVC and polystyrene framing stock is dxstrlbuted
to ready-made manufacturers and to wholesale distributors that service the custom framing market.*
The majority (*** percent) of Marley’s product was sold to ready-made manufacturers from 1992 to

® Sharon Shinn, "The Many Looks of Mica," Decor, Feb. 1993, p. 159.

2 Staff notes that such statements should not necessarily be interpreted to mean that all plastic frames
compete with all wood frames. *** stated in its response to the Commission’s importers’ questionnaire that
"Foam extruded PVC can compete for sale with other media (i.e., wood). The areas where the foam extruded
PVC can compete is with frames with square corners and repetitive patterns. This is not the total frame market
nor does it replace the total wood market.” At the Commission’s conference, Charles Gordon, chairman and
CEO of Holson Bumnes, elaborated that plastic competes most directly with wood products that are finished
with foils and compo; these products comprise approximately 25 to 30 percent of the total wood market. TR,
pp- 131-132. Another importer commented that the subject product can compete with wood at the low end
(i.e., with wood core covered with paper, vinyl, or a film) or, alternatively, at the high end (i.e., the gold leaf
look), with minimal competition in the middle ranges. Response by *** to importer/purchasers’ questionnaire.

2 Laura Caiccia, "Plastic Mouldings: An Alternative to Wood?," p. 1.

3 Officials of *** and of *** conversations with Commission staff, Sept. 28, 1995, and Sept. 27, 1995,
respectively.

2 Access to these distribution channels is quite open. Every year, there is at least one national trade show
and several regional trade shows that allow frame manufacturers and distributors to exhibit their stock. In
addition, there are at least two trade magazines, Picture Framing Magazine and Decor, that print annual
directories listing the names of major producers, distributors, and retailers of frame and art supplies. Framing
stock producers use both in-house sales persons and customer representatives to market their products.
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1994,% as was *** of Robobond’s framing stock.” The ready-made manufacturers, in turn, position
themselves within various market segments, including the mass market (or discount stores),
department stores, home centers, accessory stores, furmture centers greetings and gift stores, catalog
and home party outlets, the crafts market, and the brewery market.” In its testimony, Marley
reported that frames made from its framing stock competed against Robobond’s prlmarlly i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>