Certain Drawer Slides from China

Investigation No. 731-TA-723 (Preliminary)

Publication 2840 December 1994

U.S. International Trade Commission

r R~ )

All JAN / \\

Washington, DC 20436



U.S. International Trade Commission

COMMISSIONERS

Peter S. Watson, Chairman
Janet A. Nuzum, Vice Chairman
David B. Rohr
Don E. Newquist
Carol T. Crawford
Lynn M. Bragg

Robert A. Rogowsky
Director of Operations

Staff assigned:

Olympia DeRosa Hand, Investigator
Jim Brandon, Commodity-Industry Analyst
Michael Anderson, Economist
Jim Stewart, Accountant
Steve McLaughlin, Attorney

Vera Libeau, Supervisory Investigator

Address all communications to
Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



U.S. International Trade Commission

Washington, DC 20436

Certain Drawer Slides from China

Publication 2840 December 1994






CONTENTS

Part I: Determination and views of the Commission ... ......................
Determination . . . . . . . . .. .. e e e e
Views of the Commission . . ... ... .. ... . . ... . ... . i

Part II: Information obtained in the investigation . . ... ......................
Introduction . . . . . . ... .. e e
The product . . . . . . . . e e e

Physical characteristicsand uses . . .. ....... ... . oo o e,
Use of common manufacturing facilities and production employees . . ... ........
Interchangeability and customer and producer perceptions of the products . . . . ... ..
Channels of distribution . . . . .. ... ... ... . . ...
PriCe . . . . e e e e e e
The domestic market . . . . . ... .. ... @it e
Apparent U.S. consumption . ... .. ... ... ... ...t
US.producers . ... ... .. e
U.S. importers . . . ... e e e
Consideration of alleged material injury to an industry in the United States . . . . ... ...
U.S. capacity, production, and capacity utilization . . . ... .................
U.S.shipments . . .. ... ... . e
U.S. producers’ inventories . .. ... ... ... ... i e
U.S. employment, wages, compensation, and productivity . .................
Financial experience of U.S. producers . ... ..... ... ... ... ... ...
Roller drawer slide operations . . . ... .. ... ... .. .. ...t ennn
Investment in productive facilities . . . . ... ....... ... ... ... ...
Capital expenditures . . .. ... ... ... ...
Research and development expenses . . ... .. ... .... ...t enneeenn.
Capital and investment . . ... .. ... ... ... ...
Consideration of the question of threat of material injury to an industry in the
United States . . . .. . . . . e e e
U.S. importers’ inventories . . . . . . . . . .. . . e e
U.S. importers’ current orders . . . . . . .. ... ... e e
Ability of foreign producers to generate exports and availability of export markets
other than the United States . . . ... ... ... .. ... . ... . .. . . ..
Consideration of the causal relationship between imports of the subject merchandise
and the alleged material injury . . . . ........... ... . ... ... . . ...
U.S. imports . ... . e e e e
Market shares . . . . . ... .. e e
54 o [
Market characteristics . . . . . . ... . ... ... e
Product COmMparisons . . . . . .. .. .ot ittt e e e
Questionnaire price data . . . . .. ... ... ... ... ...
U.S. producers’ and importers’ prices . ... ........ ...t
Exchangerates . ... ... ... ... . e e
Lost sales and lost revenues . . . . ... ... ... ...ttt



CONTENTS

Appendixes

moowy>

Federal Register notices
List of witnesses

slides from China on their growth, investment, ability to raise capital, and

development and production efforts . . . ........... ... ... ... ...

Figures

1.

D-4.

D-S.
D-6.

Roller drawer slides: Weighted-average net f.0.b. prices for sales of product 1

to U.S. customers reported by U.S. producers and importers, by quarters,

Jan. 1991-Sept. 1994 . . . . ... L. e
Roller drawer slides: Weighted-average net f.0.b. prices for sales of product 2

to U.S. customers reported by U.S. producers and importers, by quarters,

Jan. 1991-Sept. 1994 . . . . . . ... e e e
Roller drawer slides: Weighted-average net f.0.b. prices for sales of product 3

to U.S. customers reported by U.S. producers and importers, by quarters,

Jan. 1991-Sept. 1994 . . . . . ... e
Linear drawer slides: Weighted-average net f.o.b. prices for sales of product 4

to U.S. customers reported by U.S. producers and importers, by quarters,

Jan. 1991-Sept. 1994 . . . . . . ... e e
Exchange rate: Indexes of nominal exchange rates between the U.S. dollar and :
Chinese yuan, by quarters, Jan. 1991-June 1994 . . .. ... ...............
. Roller drawer slides: Apparent U.S. consumption, by sources, 1991-93,
Jan.-Sept. 1993, and Jan.-Sept. 1994 . .. ... ... ... ... oL
. Roller slides: U.S. capacity, production, and capacity utilization, 1991-93,
Jan.-Sept. 1993, and Jan.-Sept. 1994 . .. .. ... .. ... ..o .
. Roller drawer slides: Shipments by U.S. producers, by types, and unit value
of domestic shipments, 1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 .. ... ..

Roller drawer slides: Operating income and pretax net income of U.S.
producers on their operations producing roller slides as a share of net sales,

1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . .. ... ... ... ... ... ...

Roller drawer slides: U.S. imports, by sources, 1991-93, Jan.-Sept. 1993,

and Jan.-Sept. 1994 . . . .. ... e

Roller drawer slides: Market penetration, by sources, 1991-93, Jan.-Sept. 1993,

and Jan.-Sept. 1994 . . . .. L e

ii

.......................................

...........................................

Summary data concerning the U.S. market
Certain graphic presentations

...........................

....................................

Comments received from U.S. producers on the impact of imports of roller drawer

D-6
D-7
D-8



CONTENTS

Page

Tables
1. Roller drawer slides: U.S. shipments of domestic product, U.S. shipments of

imports, by sources, and apparent U.S. consumption, 1991-93,

Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . .. ... . ... o oo II-7
2. Roller drawer slides: U.S. capacity, production, and capacity utilization,

1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . .. ... ... ... .. . . .. I1-8
3. Roller drawer slides: Shipments by U.S. producers, by types, 1991-93,

Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . .. ... ... o i II-8
4. Roller drawer slides: End-of-period inventories of U.S. producers, 1991-93,

Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . . ... ... o 119
5. Average number of U.S. production and related workers workers producing

roller drawer slides, hours worked, wages and total compensation paid to

such employees, and hourly wages, productivity, and unit production costs,

1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . ... .. ... ..., 119
6. Income-and-loss experience of the U.S. producers on their operations producing

roller drawer slides, fiscal years 1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . ... [1I-10

7. Major components of the U.S. producers’ cost of goods sold on their roller

drawer slide operations, fiscal years 1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . 1I-10
8. Income-and-loss experience of the U.S. producers on their operations producing

roller drawer slides, by firms, fiscal years 1991-93, Jan.-Sept. 1993, and

Jan.-Sept. 1994 . . . .. e II-10
9. Value of assets and return on assets for roller drawer slides, by producer,

fiscal years 1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . . .. .......... 1I-10
10. Capital expenditures for roller drawer slides, by producers, fiscal years 1991-93,

Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . . ... ... II-10
11. Research and development expenses for roller drawer slides, by producers,

fiscal years 1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . . ... ......... II-10
12. Roller drawer slides: End-of-period inventories of U.S. importers, by sources,

1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . .. .. ... .. ... . . oo II-11
13. Roller drawer slides: U.S. imports, by sources, 1991-93, Jan.-Sept. 1993,

and Jan.-Sept. 1994 . . . ... e e II-13
14. Roller drawer slides: Apparent U.S. consumption and market penetration,

1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . .. .. .... ... ..... .. ...... II-14

15. Roller drawer slides: Weighted-average net f.0.b. prices and quantities for sales

to unrelated U.S. customers for product 1 reported by U.S. producers and

importers, and margins of under/(over)selling, by quarters, Jan. 1991-Sept. 1994 . .. 1II-16
16. Roller drawer slides: Weighted-average net f.o0.b. prices and quantities for sales

to unrelated U.S. customers for product 2 reported by U.S. producers and

importers, and margins of under/(over)selling, by quarters, Jan. 1991-Sept. 1994 . .. 1I-16
17. Roller drawer slides: Weighted-average net f.0.b. prices and quantities for sales

to unrelated U.S. customers for product 3 reported by U.S. producers and

importers, and margins of under/(over)selling, by quarters, Jan. 1991-Sept. 1994 . .. 1II-16

iii



CONTENTS

Page
Tables--Continued
18. Linear drawer slides: Weighted-average net f.0.b. prices and quantities for sales
to unrelated U.S. customers for product 4 reported by U.S. producers and
importers, and margins of under/(over)selling, by quarters, Jan. 1991-Sept. 1994 . .. 1I-16
C-1. Roller drawer slides: Summary data concerning the U.S. market, 1991-93,
Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . . ... ... ... L oL C-3
C-2. Roller plus linear drawer slides: Summary data concerning the U.S. market,
1991-93, Jan.-Sept. 1993, and Jan.-Sept. 1994 . . . ... ... ... . ... ... C-4
C-3. Roller drawer slides: Summary data concerning the U.S. market (with
"producer" data for all firms except ***), 1991-93, Jan.-Sept. 1993, and
Jan.-Sept. 1994 . . . . . L e C4

Note.--Information that would reveal confidential operations of individual concerns may not be
published and therefore has been deleted from this report. Such deletions are indicated by asterisks.

iv



Alfit

Amerock

GLOSSARY OF ABBREVIATIONS

........................

.....................

Armstrong . . . ... ..o

Blum

China

........................

........................

.......................

Commerce . . .. ..o v v v v vt
Commission . . . ...........0.c.....

Conference transcript
Fulterer

HTS

Sauder
Subject slides

Unity

Universal

Vogt

..............

......................

........................

........................

........................

........................

.......................

........................

.......................

.......................

........................

........................

........................

.......................

...................

........................

.....................

........................

Alfit America, Inc.

Amerock Corp.

Armstrong Furniture Corp.

Julius Blum, Inc.

Bush Industries

People’s Republic of China
Department of Commerce
International Trade Commission
Transcript of preliminary conference
Fulterer USA Inc.

Grant Industries

Grass America, Inc.

Hardware Designers, Inc.
Harmonized Tariff Schedule
Hettich America

Houck Industries

Knape & Vogt

Less than fair value

Liberty Hardware Manufacturing Corp.
Mepla Furniture Fittings

Original Equipment Manufacturer
Ruca USA Corp.

Production and related worker
Sauder Woodworking

Roller drawer slides

Unity General

Universal Metal Concepts

Vogt Industries, Inc.






PART I
DETERMINATION AND VIEWS OF THE COMMISSION






UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-723 (Preliminary)
CERTAIN DRAWER SLIDES FROM CHINA
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 China of certain partial extension roller drawer slides of steel, provided for
in subheading 8302.42.30 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 October 31, 1994, a petition was filed with the Commission and the Department of
Commerce by Hardware Designers, Inc., Danbury, CT, alleging that an industry in the United States
is materially injured or threatened with material injury by reason of LTFV imports of certain drawer
slides from China. Accordingly, effective October 31, 1994, the Commission instituted antidumping
investigation No. 731-TA-723 (Preliminary).

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

Based on the record in this preliminary investigation, we determine that there is a
reasonable indication that an industry in the United States is threatened with material injury
by reason of imports of certain partial extension steel drawer slides of any length with rollers
("roller drawer slides") from the People’s Republic of China ("China") that are allegedly sold
in the United States at less than fair value ("LTFV").!

L THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard in preliminary antidumping duty investigations requires the
Commission to determine, based upon the best 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 material injury; and (2) no likelihood exists that any
contrary evidence will arise in a final investigation."

II. LIKE PRODUCT AND DOMESTIC INDUSTRY

In determining 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 must first define the "like product” and the domestic "industry."
Section 771(4)(A) of the Tariff Act of 1930 (the "Act") defines the relevant industry as the
"domestic producers as a whole of a like product, or those producers whose collective output
of the like product constitutes a major proportion of the total domestic production of that
product.”* In turn, the Act defines "like product" as a "product which is like, or in the
absence of like, most similar in characteristics and uses with, the articles subject to an
investigation."*

Our decision regarding the appropriate like product(s) in an investigation is
essentially 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 upon the facts of a

! 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.

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

* American Lamb Co. v. United States, 785 F.2d at 1001; see also Torrington Co. v. United
States, 790 F. Supp. 1161, 1165 (Ct. Int’l Trade 1992), aff’d, 991 F.2d 809 (Fed. Cir. 1993).

419 U.S.C. § 1677(4)(A).

19 U.S.C. § 1677(10).

¢ See 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) ("[E]very like product determination *must be made on the particular
record at issue’ and the 'unique facts of each case.’"). In analyzing like product issues, the
Commission generally considers six factors, including: (1) physical characteristics and uses; (2)
interchangeability; (3) channels of distribution; (4) customer and producer perceptions; (5) common
manufacturing facilities and production employees; and (6) when appropriate, price. Calabrian Corp.,
794 F. Supp. at 382, n.4.
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particular investigation. The Commission looks for "clear dividing lines among possible like
products” and disregards minor variations.’

The imported articles subject to this investigation have been defined by the
Department of Commerce as:

[Clertain partial-extension steel drawer slides of any length with rollers. A
drawer slide is composed of two separate drawer slide rails. Each rail has
screw holes and an attached polymer roller. The polymer roller may or may
not have ball bearings. . . .

Not included in the scope of this investigation are linear ball bearing
steel drawer slides (with ball bearings in a linear plane between the steel
elements of the slide), roller bearing drawer slides (with roller bearings in the
wheel), metal box drawer slides (slides built into the side of a metal or
aluminum drawer), full extension drawer slides (with more than four rails per
pair), ar:d industrial slides (customized, high-precision slides without polymer
rollers).

Partial extension steel drawer slides consist of two pairs of steel channels with
polymer rollers. One channel in each pair is attached to the drawer and the other channel is
affixed to the cabinet. The rollers slide between the drawer and the cabinet members,
permitting movement of the drawer. Partial extension drawer slides expose about three
quarters of the drawer space.’

The only like product issue that arose in this investigation was whether the like
product should include linear, as well as roller, drawer slides. Roller drawer slides differ
from linear slides in that they rely on roller action using polymer rollers, while linear slides
rely on linear action using numerous ball bearings.

With regard to the production process, most manufacturers of roller drawer slides do
not make linear slides and those that do use dedicated production machinery, equipment, and
employees. Roller drawer slides are manufactured using different quality steel and looser
tolerances than linear slides and do not allow for full drawer extension.

Roller drawer slides and linear slides are not interchangeable due to cost differentials
and differences in tolerance. These differences in cost and tolerance are carried over to end
use markets and customer perceptions. Roller drawer slides are sold to mass-produced or
low-end kitchen, residential, or office furniture manufacturers, while linear slides are sold to
high-end office furniture manufacturers. These end users are aware of the lower cost and
looser tolerances characteristic of roller drawer slides and do not buy linear slides when
relative prices change."”

In addition, those producers who make both roller drawer slides and linear slides
market them differently. Roller drawer slides are referred to generically as "utility slides" or
"drawer slides," while linear slides are marketed as a trademarked, precision item.
Consistent with these marketing differences, the price of subject slides ranges from under
$1.00 to $1.50 while the price of linear slides ranges from $3.00 to $10.00."

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

* 59 Fed. Reg. 60773 (Nov. 28, 1994).

® Confidential Report ("CR") at I-5, Public Report ("PR") at I1-4.
" Transcript of Conference ("Tr.") at 30-31.

' CR at I4-1-9, PR at I14-II-6; see also Petitioner’s Postconference Brief at Exhibit A; Tr. at 9-
21.
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Based upon the application of the six factor test to the undisputed facts of record, we
determine that there is one like product coextensive with the scope of the merchandise subject
to investigation.” Thus, the like product is domestically produced roller drawer slides.

III. RELATED PAR

The related parties provision, 19 U.S.C. § 1677(4)(B), allows the Commission to
exclude certain domestic producers from the domestic industry for the purposes of an injury
determination. Applying the provision involves two steps.” First, the Commission must
determine whether a domestic producer meets the definition of a related party. The statute
defines a related party as a domestic producer who is either related to exporters or importers
of the product under investigation, or is itself an importer of that product. Second, if a
producer is a 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.” The rationale for the related parties provision is that domestic
producers who are related parties may be in a position that shields them from injury caused
by subject imports.'® Thus, including these parties within the domestic industry could distort
the analysis of the condition of the domestic industry.”

It is clear that Knape & Vogt (K&V), the * * * with an estimated * * * percent of
domestic production,” is a related party. K&V imported the subject merchandise from China
during the period of investigation. In 1993, K&V was responsible for * * * percent of
reported imports from China and in interim 1994 its share increased to * * * percent of
reported imports. In 1993, the ratio of its imports to its domestic production was * * *

2 None of the Respondents has taken a position with respect to the definition of the like product.
They have not objected to the Petitioner’s proffered definition, nor have they offered any data or
evidence in rebuttal. See Postconference Brief of Liberty Hardware at 2.

1 See, e.g., Stainless Steel Flanges from India and Taiwan, Invs. Nos. 731-TA-639 and 640
(Final), USITC Pub. 2724 at I-9-1-10 (Feb. 1994).

“ 19 U.S.C. § 1677(4)(B).

'S See, e.g., Torrington Co., 790 F. Supp. at 1168. The primary factors the Commission has
examined in deciding whether appropriate circumstances exist to exclude a related party include:
1) the percentage of domestic production attributable to the importing
producer,
03] the reason the U.S. producer has decided to import the product
subject to investigation, and
3) the position of the related producer vis-a-vis the rest of the industry.
790 F. Supp. at 1168. The Commission has also considered whether each company’s books are kept
tely from its "relations’" and whether the primary interest of the related producer lies in
domestic production or importation. See, e.g., Fresh Garlic from the People’s Republic of China,
731-TA-683 (Preliminary), USITC Pub. 2755 at I-14-I-15 (March 1994). In addition, the Commission
has considered other potentially distorting factors, such as the ratio of import shipments to U.S.
production for each producer and the length of time that the producer has been engaged in domestic
production. See, e.g., Sebacic Acid from the People’s Republic of China, Inv. No. 731-TA-653
(Final), USITC Pub. 2793 at I-7-I-8 (July 1994).

16 See, e.g., Torrington Co., 790 F. Supp. at 1168.

7 See, e.g., Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (CIT 1989)(related party
appeared to benefit from dumped imports), aff’d, 904 F.2d 46 (Fed. Cir. 1990).

¥ CR at I-10, n. 21, PR at II-6, n. 21 (based upon 1993 production). Since the other two largest
domest domestic producers did not provide usable financial information, K&V represents
approximately * * * percent of reported net sales.
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percent; in interim 1994, its ratio of its imports to its production increased to * * * percent.”
K&V indicated, however, that it * * *.®

K&V is one of the oldest domestic producers of drawer slides.” In a discussion with
Commission staff, K&V stated that * * * 2 * * * 2 * *x = %

A review of the company specific financial data reveals that K&V’s operating income
as a percent of net sales * * * of the other three domestic producers that provided usable
financial data. Further, its net sales value per pair of roller slides * * * of the other three
domestic producers that provided usable data.” These data arguably support K&V’s assertion
that it imported * * * » * * *

For purposes of this preliminary investigation, we have included K&V in the
domestic industry.” K&V’s ratio of imports to domestic shipments, as well as * * * ®
* * *  The potential skewing of the industry data is also minimized since the Commission’s
affirmative determination is based upon threat of material injury, not present material
injurz).” Further, the exclusion of K&V would leave the Commission with limited financial
data.® Although we have not excluded K&V from the domestic industry, the * * *.

¥ See CR at I-11, n. 22, PR at II-6, n. 22.
® CR at I-11, n. 11, PR at II-6.

2 In contrast, Blum and Grass, U.S. subsidiaries of European manufacturers who account for
approximately * * * of domestic production, are relative newcomers to the domestic industry. CR at
I-11, PR at II-6.

2 Commissioner Newquist notes that once a like product determination is made, he generally finds
"market segmentation” arguments to be less relevant in the context of other issues. If demarcations
exist within the "high end" and "low end" of a single like product, then the like product analysis may
be flawed. If the "high" and "low end" of the like product do not compete on the basis of
characteristics and uses, then, in most instances, a finding of two like products should be warranted.
He also notes here the absence of discussion regarding "high" and "low end" in the like product
section of the opinion.

B See CR at I-24-1-25, PR at II-11.
% Phone notes of staff discussion with counsel for K&V dated Nov. 3, 1994.
Z Table 8, CR at I-20, PR at II-10.

% See. e.g., Certain Paper Clips from the People’s Republic of China, Inv. No. 73 1-TA-663
(Final), USITC Pub. 2829 at I-7 (Nov. 1994) (domestic producer who imported from China to satisfy
customer needs for low-priced merchandise and to avoid losing customer not excluded as related
party).

7 Vice Chairman Nuzum notes that, in her view, the record also supports a decision to exclude
K&V from the domestic industry as a related party since they have imported subject merchandise in
significant volumes and have done so in a manner that has shielded their domestic operations from the
effects of those imports. She has elected, for purposes of this preliminary determination to join her
colleagues and not exclude K&V, however, she will carefully reconsider this issue in any final
investigation.

® See, e.g., Sebacic Acid, USITC Pub. 2793 at I-7-I-8.

® We note that, even if K&V had been excluded as a related party, our determination would not be
affected. We would still have made an affirmative determination based upon threat of material injury.

% 1f K&V were excluded, the Commission would have usable financial data from producers
responsible for less than * * * percent of the domestic production. If K&V were included, the
Commission would have financial data covering * * * percent of the domestic industry. See CR at I-
12, n.24, PR at II-12, n. 24. Should a final investigation occur, the Commission will revisit this
issue, including a critical examination of the * * * and will seek complete financial data from the two

(continued...)
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Iv. ITION OF | Y

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."”

We note at the outset two relevant conditions of competition which we considered in
evaluating the condition of the domestic industry. The first significant condition of
competition is that there are a variety of specific roller drawer slides marketed domestically
that differ slightly in terms of size and quality and are sold to slightly different types of
customers. In this context, it appears that K&V * * ** Within the low-end of the market
there appears to be significant substitution between imports from China and the domestic
products. A second condition of competition is the significant increase in demand for roller
slides during the period of investigation. This increase in demand is apparently derived from
increases in housing starts and furniture purchases.

U.S. industry data for roller drawer slides indicate significant increases in apparent
consumption, capacity, production, and capacity utilization from 1991 to 1993. In January-
September 1994 (“interim 1994"), however, growth in all of these indicators leveled off or
declined, compared with interim 1993. Apparent consumption increased from approximately
40.7 million pairs in 1991 to 44.8 million pairs in 1992 and then to 53.8 million pairs in
1993. In interim 1994, consumption declined to 40.3 million pairs, compared with 41.0
million pairs in interim 1993.* Domestic capacity increased from 50.4 million pairs in 1991
to 57.5 million pairs in 1992 and then to 62.7 million pairs in 1993. In interim 1994,
capacity increased slightly to 50.2 million pairs, compared with 49.2 million pairs in interim
1993.* Production increased similarly, rising from 29.2 million pairs in 1991 to 36.6
million pairs in 1992 and then to 46.1 million pairs in 1993. Production increased
marginally to 35.8 million pairs in interim 1994, compared with 35.2 million pairs in interim
1993.” Capacity utilization increased from 57.9 percent in 1991 to 63.7 percent in 1992 and
then to 73.6 percent in 1993. In interim 1994, capacity utilization declined slightly to 71.4
percent, compared with 71.5 percent in interim 1993, as capacity increases slightly outpaced
production increases.*

% (...continued)
large domestic producers who were unable to provide usable financial data during this preliminary
investigation.

1 19 U.S.C. § 1677(7)(C)(iii).

2 No party suggested the existence of a business cycle unique to this industry.

® 19 U.S.C. § 1677(7)(C)(iii).

% Commissioner Newquist reiterates the views expressed in footnote 22.

* Table 1, CR at I-10, PR at II-7.

% Table 2, CR at I-13, PR at II-8.

Y 1d.

*1d.
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From 1991 to 1993, domestic shipments increased in both quantity and value, but
then declined slightly in interim 1994.* The quantity of domestic shipments increased
steadily from 27.5 million pairs in 1991 to 34.3 million pairs in 1992 and then to 43.5
million pairs in 1993. In interim 1994, domestic shipments declined to 30.0 million pairs,
compared with 33.4 million pairs in interim 1993.“ The value of such shipments increased
steadily from $51.2 million in 1991 to $66.1 million in 1992 and then to $75.7 million in
1993. In interim 1994, the value of domestic shipments declined slightly to $57.6 million,
compared with $59.4 million in interim 1993. The market share by quantity held by the
domestic industry increased steadily from 67.6 percent in 1991 to 80.8 percent in 1993, but
declingd significantly in interim 1994 to 74.5 percent, compared with 81.6 percent in interim
1993.

End of period inventories increased steadily throughout the period of investigation as
increased production outpaced increased shipments. Inventories rose from * * * © * * » 4

Employment during the period of investigation also increased from 1991 to 1993,
before declining in interim 1994. The average number of production and related workers
rose from 590 in 1991 to 639 in 1993, but fell to 602 in interim 1994, compared with 657 in
interim 1993.“ Hours worked followed a similar trend.* Hourly total compensation,
however, declined steadily from $14.40 in 1991 to $14.06 in 1993, and further to $13.13 in
interim 1994, compared with $13.74 in interim 1993. These declines in hourly total
compensation occurred even though worker productivity increased steadily throughout the
period, from 25.1 pairs per hour in 1991 to 37.5 pairs per hour in interim 1994.¢

Net sales of roller slides rose from * * *. In interim 1994, net sales declined to
* * *  Operating income as a percentage of net sales increased from * * * in 1992, before
falling to * * * in 1993. Operating income declined slightly in interim 1994 to * * * in
interim 1993. In interim 1994, however, the three domestic producers who provided usable
financial data and were not importing the subject merchandise from China reported * * *.

V. NO REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF
LTFV IMPORTS"

In preliminary antidumping duty investigations, the Commission determines whether
there is a reasonable indication that an industry in the United States is materially injured by

* Table 1, CR at I-10, PR at II-7.

“1d.

“ CR at I-10, Table 1, PR at II-7.

“ Table 14, CR at [-28, PR at II-14.

“ Table C-2, CR at C-5, PR at C-4.

“Id.

“ Table 5, CR at I-16, PR at II-9.

“Id.

7Hd.

“ Based on the foregoing, Commissioner Rohr and Commissioner Newquist determine that, while

there has been a leveling off of generally favorable industry trends in interim 1994, there is no
reasonable indication that the domestic industry is experiencing material injury.

® Commissioner Rohr and Commissioner Newquist, having determined that there is no reasonable
indication that the domestic industry is experiencing material injury, do not reach the issue of
causation. They do not join this section of the opinion; rather they proceed to a threat of material
injury analysis.
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reason of the imports under investigation.® In making this determination, the Commission
must consider the volume of imports, their effect on prices for the like product, and their
impact on domestic producers of the like product, but only in the context of U.S. production
operations.*!

Although the Commission may consider alternative causes of injury to the industry
other than allegedly LTFV imports, it is not to weigh causes.” * * For the reasons
discussed below, we find that there is no reasonable indication that the domestic roller
drawer”slide industry is materially injured by reason of allegedly LTFV imports from
China.

%19 U.S.C. § 1673b(a). The statute defines "material injury" as "harm which is not
inconsequential, immaterial, or unimportant.” 19 U.S.C. § 1677(7)(A).

119 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).

2 See, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (CIT 1988).
Alternative causes may include the following:

[T]he 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).

® For Chairman Watson’s interpretation of the statutory requirement regarding causation, see
Certain Calcium Aluminate Cement and Cement Clinker from France, Inv. No. 731-TA-645 (Final),
USITC Pub. 2772 at I-14, n.67-69 (May 1994).

% Commissioner Crawford notes that the statute requires that the Commission determine whether a
domestic industry is "materially injured by reason of” the allegedly subsidized and LTFV imports.
She finds that the clear meaning of the statute is to require a determination of whether the domestic
industry is materially injured by reason of allegedly subsidized and LTFV imports, not by reason of
allegedly subsidized and LTFV imports among other things. Many, if not most, domestic industries
are subject to injury from more than one economic factor. Of these factors, there may be more than
one that independently are causing material injury to the domestic industry. It is assumed in the
legislative history that the "ITC will consider information which indicates that harm is caused by
factors other than less-than-fair-value imports.” S. Rep. No. 249, at 75. However, the legislative
history makes it clear that the Commission is not to weigh or prioritize the factors that are
independently causing material injury. Id. at 74; H.R. Rep.. No. 317, at 46-47. The Commission is
not to determine if the allegedly subsidized and LTFV imports are "the principal, a substantial or a
significant cause of material injury." S. Rep. No. 249, at 74. Rather, it is to determine whether any
injury "by reason of” the allegedly subsidized and LTFV imports is material. That is, the Commission
must determine if the subject imports are causing material injury to the domestic industry. "When
determining the effect 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."
S. Rep. No. 71, 100th Cong., 1st Sess. 116 (1987) (emphasis added).

%% Commissioner Crawford does not join in the following discussion. She evaluates the impact on
the domestic industry by comparing the state of the industry when the imports were allegedly dumped
with what the state of the industry would have been without the dumping, that is, had imports been
priced fairly. In assessing the impact of subject imports on the domestic industry, she considers,
among other relevant factors, output, sales, inventories, capacity utilization, market share,

(continued...)
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Both the volume and market share of subject imports had been increasing, but remain
at low levels. By quantity, the volume of U.S importers’ shipments from China increased
from * * *. This increase coincided with increased consumption.® Thus, market share by
quantity increased from * * * from 1991 to 1993. Moreover, during this time, the domestic
industry’s share of the U.S. market also increased from 67.6 percent to 80.8 percent. Only

% (...continued)
employment, wages, productivity, profits, cash flow, return on investment, ability to raise capital and
research and development as required by 19 U.S.C. § 1677(C)(iii). These factors either encompass or
reflect the volume and price effects of the dumped imports, and so she gauges the impact of the
dumping through those effects. In this regard, the impact on the domestic industry’s prices and sales
is critical, because the impact on other industry indicators (e.g. employment, wages, etc.) is derived
from this impact. Subject imports would have been priced considerably higher had they been priced at
fair value. Because Chinese imports and the domestic product appear, based on the limited data
available in this preliminary investigation, to be reasonably good substitutes, purchasers likely would
not have continued to buy subject imports had they been fairly priced. As a result, substantially fewer
and perhaps none of the imports from China would have been sold had they been fairly traded. The
price increase also would have caused purchasers to switch from subject imports to alternative sources
such as the domestic product and nonsubject imports.

The ability of domestic producers to raise prices under these circumstances depends on certain
market characteristics. Demand for roller drawer slides depends mainly on the level of demand in
end-use markets. The cost of roller drawer slides accounts for a small percentage of the cost of the
finished product in which it is used, and there do not appear to be any good substitutes for roller
drawer slides. Therefore, demand is relatively inelastic, that is, purchasers would not reduce their
purchases of roller drawer slides in response to higher prices. The low demand elasticity suggests that
if the supply of subject imports had been reduced, domestic producers would have been able to
increase prices. However, certain market conditions, such as the level of competition among domestic
producers, their ability to increase output, and the attractiveness and availability of competing
nonsubject imports, act as constraints on the ability to raise prices. The domestic industry consists of
a large number of producers that generally compete with each other. The capacity utilization of the
domestic industry was sufficiently low that it had more than ample unused capacity to fill the demand
supplied by subject imports, had they been removed from the market. The number of competitors
together with their unused capacity create a competitive environment that would have prevented any
member of the domestic industry from making a lasting price increase. Further competitive discipline
would have come from fairly traded nonsubject imports which were present in the U.S. market
throughout the period of investigation and represented a significant alternative source of supply for
purchasers. Thus, even if subject imports had been priced fairly, the domestic industry would not
have been able to raise prices significantly. Consequently, allegedly LTFV imports from China cannot
be found to have had any adverse effect on domestic prices.

Any impact on the domestic roller drawer slide industry would have been on its output and
sales, rather than its prices. As noted above, many purchasers would have switched to the domestic
product if subject imports had been fairly priced, and the domestic industry had more than sufficient
unused capacity to supply the small market share previously held by subject imports in interim 1994.
The impact on the domestic industry’s output and sales, however, would have been limited by the
availability of nonsubject imports. Nonsubject imports and domestic producers together would have
absorbed the small market share previously held by subject imports. The resulting increase in market
share by the domestic industry would not have significantly increased output, sales and revenues.
Consequently, Commissioner Crawford determines that the domestic industry would not have been
materially better off if the subject imports had been priced fairly. Therefore, she determines that there
is no reasonable indication that the domestic industry is materially injured by reason of the allegedly
LTFV imports from China.

% Table C-1, CR at C-3, PR at C-3.
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when shipments of imports from China began to increase in interim 1994, * did the
domestic industry’s market share begin to decline, dropping from 81.6 percent in interim
1993 to 74.5 percent in interim 1994.* In interim 1994, U.S. shipments of imports from
China more than * * * in interim 1994.° This increase in import shipments was significant,
but only resulted in an increase in market share from * * * in interim 1994.* Thus, the
volume and market share of subject imports has not yet been sufficient to have a significant
impact on the domestic industry during the period of investigation. As we discuss further in
Section VI, however, our finding that the current market penetration of subject imports is at
an injurious level does not mean that market penetration will not rise imminently to such a
level.

At their current volumes, the subject imports have had minimal price effects. The
majority of U.S. producers and importers sell roller drawer slides on a spot basis. While
U.S. producers indicated that the domestic product is of a higher quality and finish than
subject imports, there is evidence that price increasingly overrides quality differences.® Price
data indicate that domestic prices generally declined throughout the period of investigation.®
For all three products, however, the price declines appear to have preceded any significant
market penetration by imports from China. Indeed, there were no reported pricing data for
Chinese product until the third quarter of 1992. The volume of imports from China
fluctuated widely and prices were often higher than the domestic product, at least until
interim 1994, when volumes increased and those volumes began to consistently undersell the
domestic product. Although domestic prices declined during the period of investigation, the
small volume and market share of subject imports leads us to conclude that the subject
imports have not yet had significant price depressing or suppressing effects on prices for the
domestic like product.

Finally, we find that the small volume and market share of the subject imports and
their minimal effects on domestic prices have had no significant adverse impact on the
domestic industry. The absence of such impact is demonstrated by the almost uniformly
rising trends in capacity, production, capacity utilization, shipments, market share,
employment, and financial performance during the period of investigation. Although several
factors did decline between the interim periods, the domestic industry as a whole continued

7 Chairman Watson generally declines 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. He also notes 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).

* Chairman Watson and Commissioner Bragg accord greater weight to the interim data in this
investigation than they might otherwise, given that the interim data for 1994 cover a nine-month
period, the preliminary investigation revealed no significant annual variations in the domestic industry,
and the interim data only cover the period preceding the filing of the petition in this investigation.
Yet, they find the lack of any information about the drawer slide industry in China to be relatively
more significant for their affirmative determination in this investigation than the increase in market
share of subject imports from * * * percent in interim 1993 to * * * percent in interim 1994.

® Table 14, CR at I-28, PR at II-14.

“ Table C-1, CR at C-3, PR at C-3.

S Table 14, CR at I-28, PR at II-14.

€ CR at I-30, PR at II-14.

© Tables 15, 16, and 17, Figures 1, 2, and 3, CR at 1-33-1-38, PR at II-16.
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to show positive financial performance even during interim 1994. We therefore determine
that there is no reasonable indication of present material injury by reason of the allegedly
LTFV imports.

VI. REASONABLE INDICATION OF THREAT OF MATERIAL INJURY BY
REASON OF LTFV IMPORTS

Section 771(7)(F) of the Act directs the Commission to consider whether there is a
reasonable indication that a 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."® While an analysis of the statutory threat factors necessarily
involves projection of future events, "[s]uch a determination may not be made on the basis of
mere conjecture of supposition."® In making our determination, we have considered all of
the statutory factors that are relevant to this investigation.*

Regarding the presence of excess capacity for producing the subject merchandise in
China, it appears that production of roller drawer slides is not technologically complex and,
in the absence of any evidence to the contrary, there is no significant capacity constraint on
the ability of Chinese producers to further increase exports to the United States. Moreover,
the current record does not contain any specific information concerning the actual capacity,
production, and shipments of the roller drawer slides industry in China.” Such information
is necessary to allow us to determine whether there have been any increases in capacity in
China for the production of roller drawer slides, or whether underutilized production capacity
exists.

United States market penetration by the subject imports rapidly increased in interim
1994, although the total market share remained relatively small.® Imports of roller drawer
slides from China increased at a faster rate than market penetration or import shipments, so
inventories increased. Imports increased from * * *. In interim 1994, imports increased to
* * x @ an increase exceeding * * *. Based upon these data, we determine that imports from
China are likely to continue to increase in the imminent future.

# 19 U.S.C. §§ 1673b(a) and 1677(7)(F)(ii).

% 19 U.S.C. § 1677(7)(F)(ii). See, e.g., S. Rep. No. 249, at 88-89; see also Metallverken
Nederland B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’l Trade 1990).

% 19 U.S.C. § 1677(7)(F)(i). Two of the ten statutory threat factors have no relevance to this
investigation and need not be discussed further. Because there are no subsidy allegations, Factor I is
not applicable. Factor IX regarding raw and processed agricultural products also is inapplicable here.
In addition to the ten enumerated factors, the Commission must consider whether antidumping findings
or remedies in markets of foreign countries against the same class of kind of merchandise suggest a
threat of material injury to the domestic industry. See 19 U.S.C. § 1677(7)(F)(iii). There is no
evidence of any antidumping findings or remedies imposed in other countries upon roller drawer slides
from China.

§ CR at I-26, PR at II-11. Counsel for the Chinese Chamber of Commerce stated that they were
unable to provide relevant information in the time allowed, but that they would provide such data in
any final investigation. Should a final investigation occur, we will continue our efforts to obtain
information concerning the Chinese drawer slide industry that is relevant to a threat analysis.

® Table 14, CR at I-28, PR at II-14.

® Table 13, CR at I-27, PR at II-13.
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With respect to the likely price effects of the subject imports,” the record indicates
that domestic prices have been declining since 1991, notwithstanding increased demand, and
that the subject imports have undersold domestically-produced roller drawer slides in the
majority of available price comparisons in interim 1994. We believe that price comparisons
are probative because, notwithstanding the existence of a range of product offerings by both
importers and domestic producers, the price comparisons concern specific roller drawer slides
from China that are close substitutes for their specific domestic counterparts.” Furthermore,
price differences have played an important role in sourcing decisions in interim 1994,
especially in the increasingly competitive low-end of the domestic market.” Price
competition from an increased volume of imports from China is likely to intensify in the
future.” Consequently, it is likely that the entry of low-priced subject imPorts at increased
volumes will have a depressing or suppressing effect on domestic prices.”

In addition, much of the increase in imports during 1993 and interim 1994 is now
being held in inventory in the United States.” U.S. inventories of Chinese roller drawer
slides increased from * * * in 1993. In interim 1994, inventories soared to * * * in interim
1993. As a percentage of U.S. shipments of Chinese roller drawer slides, inventories
increased from * * * in 1993.” In interim 1994, a similar increase occurred.” While
imports were being stockpiled in inventory, shipments of subject imports also increased by
* * * in interim 1994. The value of such shipments was * * * higher in interim 1994 than
in interim 1993.”

With regard to the likelihood that market penetration will increase to injurious levels,
we determine that the likely increase in imports will exacerbate the declines in domestic
production, employment, and profitability apparent in interim 1994. Moreover, three of the
four responding domestic producers indicated that subject imports have had both an actual
and potential negative effect on their growth, investment, ability to raise capital, and existing
development and production efforts.* The negative effects have allegedly been felt in terms
of reduced prices resulting in depressed earnings. All three of these producers experienced

™ Commissioner Crawford does not join the following discussion of likely price effects. In her
analysis of material injury, Commissioner Crawford found that the allegedly LTFV imports from
China hav<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>