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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-527 (Review)

EXTRUDED RUBBER THREAD FROM MALAYSIA

DETERMINATION

On the basis of the record! developed in the subject five-year review, the United States
International Trade Commission determines, pursuant to section 751(c) of the Tariff Act of 1930 (19
U.S.C. § 1675(c)) (the Act), that revocation of the antidumping duty order on extruded rubber thread
from Malaysia would be likely to lead to continuation or recurrence of material injury to an industry in
the United States within a reasonably foreseeable time.

BACKGROUND

The Commission instituted this review on August 2, 1999 (64 F.R. 41954) and determined on
November 4, 1999, that it would conduct a full review (64 F.R. 62689, November 17, 1999 ). Notice of
the scheduling of the Commission’s review and of a public hearing to be held in connection therewith
was given by posting copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal Register on January 20, 2000
(65 F.R. 3246). The hearing was held in Washington, DC, on June 1, 2000, 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)). 1






VIEWS OF THE COMMISSION

Based on the record in this five-year review, we determine under section 751(c) of the Tariff Act
of 1930, as amended (“the Act”), that revocation of the antidumping duty order covering imports of
extruded rubber thread (“ERT”) from Malaysia would be likely to lead to continuation or recurrence of
material injury to an industry in the United States within a reasonably foreseeable time.

L BACKGROUND

On September 30, 1992, the Commission determined that an industry in the United States was
materially injured by reason of LTFV imports of ERT from Malaysia.! Commerce imposed an
antidumping duty order on October 7, 1992.2

On August 2, 1999, the Commission instituted a review pursuant to section 751(c) of the Tariff
Act of 1930, as amended (“the Act”), to determine whether revocation of the antidumping duty order on
extruded rubber thread from Malaysia would likely lead to the continuation or recurrence of material
injury.?

In five-year reviews, the Commission initially determines whether to conduct a full review
(which would include a public hearing, the issuance of questionnaires, and other procedures) or an
expedited review, as follows. First, the Commission determines whether individual responses of
interested parties to the notice of institution are adequate. Second, based on those responses deemed
individually adequate, the Commission determines whether the collective responses submitted by two
groups of interested parties — domestic interested parties (producers, unions, trade associations, or worker
groups) and respondent interested parties (importers, exporters, foreign producers, trade associations, or
subject country governments) — demonstrate a sufficient willingness among each group to participate and
provide information requested in a full review.* If the Commission finds the responses from either group
of interested parties to be inadequate, the Commission may determine, pursuant to section 751(c)(3)(B)
of the Act, to conduct an expedited review unless it finds that other circumstances warrant a full review.

The Commission received a response to the notice of institution on behalf of North American
Rubber Thread (“North American”), the sole remaining domestic producer of ERT.> The Commission
also received two joint responses from Malaysian ERT producers and their related importers.® The
Commission determined that both the domestic interested party and respondent interested party group

! Extruded Rubber Thread from Malaysia, Inv. No. 731-TA-527 (Final), USITC Pub. 2559 (Sept. 1992)
(hereinafter “Original Determination.”)

257 Fed. Reg. 46150 (Oct. 7, 1992).

3 64 Fed. Reg. 41954 (Aug. 2, 1999).

4 See 19 C.F.R. § 207.62(a); 63 Fed. Reg. 30599, 30602-05 (June 5, 1998).

* In North American’s Response to the Notice of Institution it indicated that Globe Manufacturing Company
(“Globe”) was the only other U.S. producer of the domestic like product. North American’s Response to Notice
of Institution at 8-9. North American is finalizing the purchase of *** of Globe’s ERT plant and equipment.
North American’s Posthearing Brief at 6.

¢ The Commission received a joint response to the notice of institution, containing company-specific
information, from Filati Lastex Sdn. Bhd. (“Filati”), a foreign producer and exporter, and FLE-U.S.A. Inc., a U.S.
importer of the subject merchandise and a wholly-owned subsidiary of Filati. The Commission also received a
joint response, containing company-specific information, from Heveafil Sdn. Bhd. (“Heveafil”) and Filmax Sdn.
Bhd., foreign producers and exporters, and Heveafil U.S.A. Inc., a U.S. importer of the subject merchandise and a
wholly-owned subsidiary of Heveafil.



responses were adequate.” ® Accordingly, the Commission determined that it would conduct a full review
pursuant to section 751(c)(5) of the Act.’

II. DOMESTIC LIKE PRODUCT AND INDUSTRY
A. Domestic Like Product

In making its determination under section 751(c), the Commission defines the “domestic like
product” and the “domestic industry.”"® 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 under this subtitle.”!! In a section 751(c) review, the Commission must also take into
account “its prior injury determination.”'?

In its final five-year review determination, Commerce defined the subject merchandise in this
review as follows: '

The product covered by this review is extruded rubber thread from Malaysia. Extruded
rubber thread is defined as vulcanized rubber thread obtained by extrusion of stable or
concentrated natural rubber latex of any cross sectional shape, measuring from 0.18 mm,
which is 0.007 inch or 140 gauge, to 1.42 mm, which is 0.056 inch or 18 gauge, in
diameter. Extruded rubber thread is currently classifiable under subheading 4007.00.00
of the Harmonized Tariff Schedule of the United States (“HTSUS”). The HTSUS
subheadings are provided for convenience and customs purposes. The written
description of the scope of this proceeding is dispositive.'>

ERT consists of vulcanized rubber thread obtained by extrusion of stabilized or concentrated
natural rubber latex, of any cross sectional shape.!* Subject extruded rubber thread measures from 0.18
mm (which is 0.007 inch or 140 gauge) to 1.42 mm (which is 0.056 inch or 18 gauge) in diameter. The
size of an individual thread is usually expressed in “gauge” or “count,” which are terms that refer to the

7 See Explanation of Commission’s Determination of Adequacy.

¥ In a letter to staff dated April 18, 2000, counsel for Heveafil/Filmax and Filati, subject producers of ERT,
and Heveafil USA and FLE USA, importers of ERT, indicated they would not be completing the Commission’s
questionnaires. In a subsequent letter of May 1, 2000, the subject respondents stated that they “have decided to
withdraw from further participation in the above-reference sunset review” and wished to be removed from the
APO service list. The Commission conducted a hearing in which only a representative of North American
appeared. However, on May 31, 2000, the Commission received partial questionnaire data from Heveafil USA
and FLE USA.

® 64 Fed. Reg. 62689 (Nov. 17, 1999).

1919 U.S.C. § 1677(4)(A).

19 U.S.C. § 1677(10). See Nippon Steel Corp. v. United States, 19 CIT 450, 455 (1995); Timken Co. v.
United States, 913 F. Supp. 580, 584 (CIT 1996); Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (CIT
1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991). See aiso S. Rep. No. 96-249 at 90-91 (1979).

1219 U.S.C. §1675(a)(1)(a).

1365 Fed. Reg. 11981, 11982 (Mar. 7, 2000).

“CRatl-11; PR at I-10.




number of threads that would, if set down side-by-side, produce a ribbon 1 inch wide."* There is no
known production of thread that is finer than 110 gauge.'

The Commission found in the original determination that there was one domestic like product
consisting of “all extruded rubber thread.”"” The only domestic like product question in this review
concerns whether food-grade ERT should be treated as a separate like product from other ERT. North
American argues that there should be a single domestic like product encompassing all ERT.'® No
Malaysian producers participated in the full review. However, in response to the notice of institution, the
Malaysian producers claimed that food-grade ERT should be considered a separate like product.'’

North American has indicated that it intends to *** of Globe’s formula patent for producing
food-grade ERT in the future.? However, there has been no domestic production of food-grade ERT for
commercial shipment in recent years,” and given the need to obtain FDA approval for food-grade ERT
production,?? we find that it is unlikely that there will be commercial production of food-grade ERT in
the reasonably foreseeable future.”? In the absence of domestic production of food-grade ERT, food-
grade ERT cannot itself be considered a separate domestic like product.? Thus, as required by the
statute, we must look for the domestically-produced product that is most similar in characteristics and
uses to the subject merchandise, which encompasses both food-grade and non-food grade ERT.? In this
review, application of our traditional six-factor analysis leads us to the conclusion that non-food-grade
ERT is the domestically-produced product that is most similar in characteristics and uses with the subject

“CRatl-11,n.14; PR at I-10, n.14.

1CR atI-11, n.14; PR at I-10, n.14.

'7 Original Determination at 12. Vice Chairman Watson, Commissioner Brunsdale, and Commissioner
Crawford dissenting with respect to food-grade extruded rubber thread. Id. at 34. Respondents had argued that
food-grade extruded rubber thread should be a separate like product from other extruded rubber thread. Id. at 7.
However, the Commission rejected this argument and found one like product based on similarities in physical
characteristics, production processes and employees, and price. Specifically, the Commission found that “[t]he
multiplicity of minor distinctions among different varieties of extruded rubber thread demonstrate no ‘clear
dividing lines’ which distinguish one variety of extruded rubber thread (including food-grade) from any other.”
Id. at 12,

'8 North American’s Response to Notice of Institution at 12.

19 Malaysian Producers’ Responses to Notice of Institution at 6.

® CR atI-17; PR at I-13; North American’s Posthearing Brief at 4. See also, Extruded Rubber Thread from
Malaysia, Inv. No. 753-TA-34, USITC Pub. 3112 (June 1998) at 4, 5 stating that there had been no domestic
production of food-grade ERT for commercial purposes in recent years but that extremely small quantities were
produced domestically for research and development purposes.

2'CR atI-17; PR at I-13.

2 CR atII-3; PR at I1-2.

3 See North American’s Posthearing Brief at 4.

*Seeld. at 5. See also, Certain Hot-Rolled Steel Products from Brazil, Japan, and Russia, Inv. Nos. 701-TA-
384 (Preliminary) and 731-TA-806-808 (Preliminary) USITC Pub. 3142 (November 1998) at 5, n.14.

% See Extruded Rubber Thread from Malaysia, Inv. No. 753-TA-34, USITC Pub. 3112 (June 1998) at 4-5, &
n.14 (citing 19 U.S.C. 1677(10); and Professional Electric Cutting and Sanding/Grinding Tools from Japan, Inv.
No. 731-TA-571 (Preliminary) USITC Pub. 2536 (July 1992) at 17 (“A product not produced in the United States
is not an appropriate candidate for a separate like product determination, unless material retardation. . . . is a
genuine issue.”); Nepheline Syenite from Canada, Inv. No. 731-TA-525 (Final) USITC Pub. 2502 (April 1992) at
7 & n.9 (Commission cannot find that there is no domestic like product)).

The Commission noted in Extruded Rubber Thread from Malaysia, Inv. No. 753-TA-34, USITC Pub. 3112
(June 1998), at 5, n.14 that the domestically produced product most similar in characteristics and uses to food-
grade ERT was all ERT.



imports, including subject imports of food-grade ERT.?® Accordingly, we define the domestic like
product, as in the original determination, as all extruded rubber thread.

B. Domestic Industry

Section 771(4)(A) of 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.”?” Given our definition of the domestic like
product, we determine that there is one domestic industry for the purpose of this review consisting of all
domestic producers of extruded rubber thread.”®

III. REVOCATION OF THE ANTIDUMPING DUTY ORDER ON EXTRUDED RUBBER
THREAD FROM MALAYSIA WOULD LIKELY LEAD TO CONTINUATION OR
RECURRENCE OF MATERIAL INJURY WITHIN A REASONABLY FORESEEABLE
TIME

A. Legal Standard

In a five-year review conducted under section 751(c) of the Act, Commerce will revoke an
antidumping duty order unless: (1) it makes a determination that subsidization and/or dumping is likely
to continue or recur, and (2) the Commission makes a determination that revocation of an order “would
be likely to lead to continuation or recurrence of material injury within a reasonably foreseeable time.”?
The SAA states that “under the likelihood standard, the Commission will engage in a counter-factual
analysis; it must decide the likely impact in the reasonably foreseeable future of an important change in
the status quo — the revocation [of the order] . . . and the elimination of its restraining effects on volumes
and prices of imports.”*® Thus, the likelihood standard is prospective in nature.3' The statute provides
that “the Commission shall consider that the effects of revocation . . . may not be imminent, but may
manifest themselves only over a longer period of time.”*? According to the SAA, a “‘reasonably
foreseeable time’ will vary from case-to-case, but normally will exceed the ‘imminent’ time frame
applicable in a threat of injury analysis [in antidumping duty investigations].”*? 3¢

% See Extruded Rubber Thread from Indonesia, Inv. No. 731-TA-787, USITC Pub. 3191 (May 1999).

719 U.S.C. § 1677(4)(A).

% In this review, there are no related party issues. No domestic ERT producer has reported imports from
Malaysia, or is affiliated with an exporter of subject merchandise. See North American’s Response to Notice of
Institution at 2. CR atI-18 and IV-1 (as amended by INV-X-152); PR at I-14 and IV-1.

¥ 19 U.S.C. § 1675a(a).

¥ SAA, H.R. Rep. No. 103-316, vol. I, at 883-84 (1994). The SAA states that “[t]he likelihood of injury
standard applies regardless of the nature of the Commission’s original determination (material injury, threat of
material injury, or material retardation of an industry).” SAA at 883.

3! While the SAA states that “a separate determination regarding current material injury is not necessary,” it
indicates that “the Commission may consider relevant factors such as current and likely continued depressed
shipment levels and current and likely continued [sic] prices for the domestic like product in the U.S. market in
making its determination of the likelihood of continuation or recurrence of material injury if the order is revoked.”

SAA at 884.

219 U.S.C. § 1675a(a)(5).

3 SAA at 887. Among the factors that the Commission should consider in this regard are “the fungibility or
differentiation within the product in question, the level of substitutability between the imported and domestic

(continued...)




Although the standard in five-year reviews is not the same as the standard applied in original
antidumping duty investigations, it contains some of the same fundamental elements. The statute
provides that the Commission is to “consider the likely volume, price effect, and impact of imports of the
subject merchandise on the industry if the order is revoked.” It directs the Commission to take into
account its prior injury determination, whether any improvement in the state of the industry is related to
the order under review, and whether the industry is vulnerable to material injury if the, order is
revoked.* 37

We note that Section 776(a) of the Act authorizes the Commission to take adverse inferences in
five-year reviews, but such authorization does not relieve the Commission of its obligation to consider
the record evidence as a whole in making its determination.’® We generally give credence to the facts
supplied by the participating parties and certified by them as true, but base our decision on the evidence
as a whole, and do not automatically accept the participating parties’ suggested interpretation of the
record evidence. Regardless of the level of participation and the interpretations urged by participating
parties, the Commission is obligated to consider all evidence relating to each of the statutory factors and
may not draw adverse inferences that render such analysis superfluous. “In general, the Commission
makes determinations by weighing all of the available evidence regarding a multiplicity of factors
relating to the domestic industry as a whole and by drawing reasonable inferences from the evidence it
finds most persuasive.”*

For the reasons stated below, we determine that revocation of the antidumping duty order on
ERT from Malaysia would be likely to lead to continuation or recurrence of material injury to the
domestic industry within a reasonably foreseeable time.

33 (...continued)
products, the channels of distribution used, the methods of contracting (such as spot sales or long-term contracts),
and lead times for delivery of goods, as well as other factors that may only manifest themselves in the longer
term, such as planned investment and the shifting of production facilities.” Id.

* In analyzing what constitutes a reasonably foreseeable time, Chairman Koplan examines all the current and
likely conditions of competition in the relevant industry. He defines “reasonably foreseeable time” as the length
of time it is likely to take for the market to adjust to a revocation. In making this assessment, he considers all
factors that may accelerate or delay the market adjustment process including any lags in response by foreign
producers, importers, consumers, domestic producers, or others due to: lead times; methods of contracting; the
need to establish channels of distribution; product differentiation; and any other factors that may only manifest
themselves in the longer term. In other words, this analysis seeks to define “reasonably foreseeable time” by
reference to current and likely conditions of competition, but also seeks to avoid unwarranted speculation that
may occur in predicting events into the more distant future.

319 U.S.C. § 1675a(a)(1).

319 U.S.C. § 1675a(a)(1). The statute further provides that the presence or absence of any factor that the
Commission is required to consider shall not necessarily give decisive guidance with respect to the Commission’s
determination. 19 U.S.C. § 1675a(a)(5). While the Commission must consider all factors, no one factor is
necessarily dispositive. SAA at 886.

37 Section 752(a)(1)(D) of the Act directs the Commission to take into account in five-year reviews involving
antidumping proceedings “the findings of the administrative authority regarding duty absorption.” 19 U.S.C §
1675a(a)(1)(D).

#19 U.S.C. § 1675(c)(3)(B).

3 SAA at 869.



B. Conditions of Competition

In evaluating the likely impact of the subject imports on the domestic industry, the statute directs
the Commission to consider all relevant economic factors “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”°

The level of U.S. aggregate demand for ERT depends in large part upon the demand for the
various end use products utilizing ERT, which include apparel, textiles, and other diverse items.*! U.S.
apparent consumption of ERT increased steadily from 1989 through 1994, dropped during 1995, and
returned to *** above its 1992 levels in 1997-1998, and then decreased by *** percent in 1999.4
Apparent consumption during interim 2000 was *** percent below the interim 1999
level. 4

Another significant condition of competition is the fact that there is now only one domestic ERT
producer. As noted earlier, the domestic producer Globe withdrew from the ERT business in March
2000.* North American is operating portions of the Globe plant under an informal rental agreement,*
and has stated that it is finalizing the purchase of Globe’s plant and equipment for ERT.*’ Despite the
departure of Globe, the domestic industry’s capacity utilization rates have declined considerably during
the period of review, decreasing from *** percent in 1997 to *** percent in 1999, and declining even
further in interim 2000, to *** percent.

Substitutability between domestic and imported ERT depends upon such factors as relative prices
and the extent of product differentiation between products from the various countries.*® ***_ and the
majority of purchasers of ERT, stated that U.S. produced ERT and subject imports are used
interchangeably.*® Based on the record evidence, we find that there is a significant degree of
substitutability between domestically produced ERT and subject imports.

Historically, imports from nonsubject countries have fluctuated considerably from year to year
with few apparent barriers to quick entry or exit from the U.S. market.”® Since the imposition of the
original order against Malaysia, Indonesia has traditionally been by far the largest source of nonsubject
imports into the United States.”’ However, in 1999, an antidumping duty order was placed on ERT
imports from Indonesia.’? Indonesian exports of ERT fell to about half of their 1998 level in 1999.%

“19U.S.C. § 1675a(a)(4).

4 CRatl-13,1I-11; PR at I-11, II-5.

“ CR atII-12; PR at II-5.

“ CRatII-12; PR at II-5.

“ North American’s Posthearing Brief at 8. Additionally, there is some indication that ERT end users are

relocating outside of the United States. The movement “offshore” refers primarily to movement to Canada and
Mexico. CR at II-12; PR at II-6.

“ CR at II-5; PR at 11-3.

“CRat1-18; PR at I-14.

7 CR at 11-6, I11-6; PR at II-3, 11I-2.

“ CR atII-15; PR at II-7.

“ CRatI1I-18; PR at II-9. Although Globe did not respond to the Commission’s Notice of Institution, Globe
did submit both producer and importer questionnaire responses.

* CR at II-10; PR at II-5.

S'CRatII-11; PR at II-5.

52 See 64 Fed. Reg. 27755 (May 21, 1999).

% CRatII-11; PR at II-5.



C. Likely Volume of Subject Imports

In evaluating the likely volume of imports of subject merchandise if the order under review is
revoked, the Commission is directed to consider whether the likely volume of imports would be
significant either in absolute terms or relative to production or consumption in the United States.** In
doing so, the Commission must consider “all relevant economic factors,” including four enumerated
factors: (1) any likely increase in production capacity or existing unused production capacity in the
exporting country; (2) existing inventories of the subject merchandise, or likely increases in inventories;
(3) the existence of barriers to the importation of the subject merchandise into countries other than the
United States; and (4) the potential for product shifting if production facilities in the foreign country,
which can be used to produce the subject merchandise, are currently being used to produce other
products.*

In the original investigation, the Commission found that the volume of subject imports increased
significantly throughout the period of investigation, more than doubling from 1989 to 1990, and then
continuing to increase substantially from 1990 to 1991.%° Market penetration of subject imports from
Malaysia, by quantity, also increased dramatically and consistently during the original period of
investigation, rising from less than 20 percent of apparent U.S. consumption in 1989 to over 50 percent in
1991.57 Market penetration by value exhibited a similar trend, but at a lower absolute value, reflecting the
lower average unit value of subject import shipments compared with domestic shipments.® Following the
imposition of the order, the Malaysian share of the U.S. market declined significantly, although it has
increased in 1999 and interim (January-March) 2000.° These volume and market share increases occurred
in 1999, after the dumping margins applicable to three significant Malaysian producers declined to small
or minimal levels.®

Both during the original investigation and the period of review, Malaysian exporters have
demonstrated an ability to greatly increase exports to the United States. For example, during the
current period of review, the subject imports from Malaysia increased from 5.46 million pounds
in 1998 to 9.29 million pounds in 1999.5! Subject imports also increased between interim 1999
and interim 2000, from 1.57 million pounds to 2.59 million pounds.®

The share of U.S. consumption of ERT increased for both U.S. and Malaysian producers
over the period of review; however, the increase was *** for the Malaysians. The U.S.
producers’ market share increased by *** percentage points from 1998 to 1999, while the

%19 U.S.C. § 1675a(a)(2).

%519 U.S.C. § 1675a(a)(2)(A)-(D).

%6 Original Determination at 21.

57 Original Determination at 22. Data for interim 1992 demonstrated an even larger presence in the U.S.
market. /d.

%8 Original Determination at 22.

% See CR and PR at Table I-1. The share of U.S. consumption quantity held by Malaysian imports was *** in
1992 and declined to *** percent in 1993. Subsequently, the Malaysian market share was *** percent in 1993,
*** percent in 1995, *** percent in 1996, *** percent in 1997, *** percent in 1998, *** percent in 1999, and ***
percent in interim 2000. /d.

% CR at I-9; PR at I-8. Rubberflex reported that ***, CR at IV-4-5; PR at IV-3. See also CR at I-9; PR at I-
8, providing Department of Commerce Administrative Review Information. We also note that increased imports
from Malaysia coincided with the placement of the antidumping duty order on Indonesia.

¢ CR and PR at Table I-3.

62 CR and PR at Table I-3.



market share of subject imports increased by *** percentage points.®> Market share increases
between interim 1999 and interim 2000, for U.S. and Malaysian producers were *** percentage
points and *** percentage points, respectively.* While Malaysian market share was increasing
at a rate *** than that for the U.S. industry, the market share held by nonsubject imports
decreased substantially between 1998 and 1999 and the interim 1999 and 2000 periods.*

There are currently four known manufacturers of ERT in'Malaysia: (1) Heveafil Sdn. Bhd.; (2)
Filmax Sdn. Bhd.; (3) Filati Lastex Elastofibre Sdn. Bhd.; and (4) Rubberflex Sdn. Bhd.®® At least
partially as a result of a shift of Italian producers to plants located in Malaysia, ERT production in
Malaysia has increased significantly over the past 25 years.®” The first Malaysian ERT production plant
began operating during the 1970's. By 1999, Malaysian firms supplied about 84 percent of the world
demand for rubber thread.®® In fact, Malaysia is reported to possess the largest capacity for ERT
production in the world.** Malaysia has a current production capacity of at least *** of ERT per year
which is *** larger than total U.S. consumption.” In addition, the Malaysian ERT industry is highly
export oriented.”’ Shipments to the Malaysian market account for *** percent of total Malaysian
shipments.”

Due to the Malaysian producers’ failure to provide information in this review, the record does not
include the capacity utilization rates for several Malaysian producers for 1998 and 1999. However,
Rubberflex, the only reporting Malaysian producer, indicates that its capacity utilization fell from ***
percent in 1998 to *** percent in 1999. Rubberflex’s capacity utilization was *** percent interim 1999

® CR atI-19; PR at I-15. Market share held by U.S. producers and Malaysian imports, on the basis of value,
increased by *** percentage points and *** percentage points, respectively. Id.

% CRat1-19; PR at I-15.

% CR at I-19-20; PR at I-15.

% CR at IV-4; PR at IV-3.

¢ CR at IV-5; PR at IV-3.

® CRatIV-5; PR at IV-3. :

® CR at II-9; PR at [I-4. See also CR and PR at Table IV-4; Malaysian Producers’ Response to Notice of
Institution at Exhibit 1.

7 See CR and PR at Table I-1.

"' CR at II-10; PR at II-4 (indicating that Malaysian producers sell the majority of their ERT in markets
outside Malaysia and the United States).

™ CR at II-10; PR at II-4; CR and PR at Table IV-4.
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compared with *** percent in interim 2000.” " 7 Importantly, Rubberflex’s excess capacity in 1999
alone was equivalent to nearly *** of U.S. apparent consumption in that year.

Based on the record in this review, it is likely that producers in Malaysia would significantly
increase exports to the U.S. market if the order were revoked. We therefore conclude that the volume of
subject imports would likely increase to a significant level absent the restraining effects of the order.

D. Likely Price Effects

In evaluating the likely price effects of subject imports if the antidumping duty order is revoked,
the Commission is directed to consider whether there is likely to be significant underselling by the
subject imports as compared with domestic like products and whether the subject imports are likely to
enter the United States at prices that would have a significant depressing or suppressing effect on the
prices of domestic like products.’

During the original investigation, the Commission found that prices of imported and
domestically produced ERT generally fell over the period of investigation.” Price declines for subject
imports were much greater than for the domestic like product, particularly after the time period during
which natural rubber latex prices were falling.”® The Commission found it significant that in each
quarterly period for which price comparisons were possible, the subject imports undersold the domestic
like product, by margins generally in excess of 30 percent.”” The Commission thus found significant
underselling by the subject imports, and that subject imports suppressed the domestic prices.

™ CR and PR at Table IV-4.

™ We do note that end-of-period inventories in Malaysia, as reported by Rubberflex, declined by *** percent
from 1998 to 1999, while the ratios of inventories to production and shipments also declined during the period.
First quarter 2000 end-of-period inventories were *** percent lower than in the first quarter 1999, while the ratio
of inventories to production was *** lower, and the ratio of inventories to shipments was *** higher.
Rubberflex’s inventory levels from 1998 to interim 2000 were ***, with levels in the neighborhood of *** percent
of yearly production. CR and PR at Table IV-4.

7 Chairman Koplan and Commissioners Miller and Hillman note that two Malaysian producers —
Heveafil/Filmax and Filati — which account for *** of Malaysian production, responded to the Commission’s
notice of institution and expressed their willingness to participate in the review by providing information
requested by the Commission. Chairman Koplan and Commissioners Miller and Hillman determined that the
respondent interested party group response was adequate and voted to conduct a full review on the basis of the
responses of these companies and their related U.S. importers. Subsequently, these companies refused to respond
to the Commission’s questionnaires (although their related U.S. importers did submit partial data well after the
Commission’s deadline). Chairman Koplan and Commissioners Miller and Hillman conclude that it is appropriate
in such circumstances to take adverse inferences pursuant to 19 U.S.C. § 1677e(b). Accordingly, Chairman
Koplan and Commissioners Miller and Hillman infer that the interim 2000 capacity utilization information
submitted by Rubberflex — *** percent — is representative of the capacity utilization levels of Heveafil/Filmax and
Filati and that these producers are likely to use their excess capacity to substantially increase shipments to the
U.S. market.

%19 U.S.C. § 1675a(a)(3). The SAA states that “[c]onsistent with its practice in investigations, in
considering the likely price effects of imports in the event of revocation and termination, the Commission may
rely on circumstantial, as well as direct, evidence of the adverse effects of unfairly traded imports on domestic
prices.” SAA at 886.

77 Original Determination at 22.

" Original Determination at 23.

™ Original Determination at 23.
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In the current review, the Commission collected quarterly pricing data from U.S. producers and
from importers for three separate categories of ERT.*® For the first two products, subject import prices
were generally *** percent below those of U.S. producers.®! - The margin was *** larger for product
three.® For all three products, the price of domestically-produced ERT declined over the period of
review. We note that average unit values of subject imports from Malaysia are consistently lower than
that for the domestically produced product,®® and were generally below the average unit values of
nonsubject imports as well 3 8 8

The pricing patterns of the subject imports both currently and during the original period of
investigation indicate that, if the antidumping order is revoked, there is likely to be even more significant
underselling by the subject imports to gain market share.®” # In light of the general substitutability of the
domestic and subject merchandise, and the importance of price in purchasing decisions, increases in
subject import volumes will likely drive down ERT prices as domestic producers are forced to match the
low prices offered by the subject imports. Consequently, we find that if the antidumping duty order is
revoked, the subject imports will likely have significant price depressing or suppressing effects within a
reasonably foreseeable time.

E. Likely Impact of Subject Imports

In evaluating the likely impact of imports of subject merchandise if the order is revoked, the
Commission is directed to consider all relevant economic factors that are likely to have a bearing on the
state of the industry in the United States, including but not limited to: (1) likely declines in output, sales,
market share, profits, productivity, return on investments, and utilization of capacity; (2) likely negative
effects on cash flow, inventories, employment, wages, growth, ability to raise capital, and investment;
and (3) likely negative effects on the existing development and production efforts of the industry,
including efforts to develop a derivative or more advanced version of the domestic like product.®® All
relevant economic factors are to be considered within the context of the business cycle and the conditions
of competition that are distinctive to the industry.”® As required by the statute, we have considered the

% CR at V-6; PR at V-4.

81 CR at V-7; PR at V-4.

22 CR at V-7; PR at V-4.

8 CR at V-7; PR at V-4.

% See CR and PR at Table I-1.

% Original Determination at 23, 24. We also note that Commerce found that four companies absorbed duties
on the following percentage of their U.S. sales during the review period covering October 1, 1995, to September
20, 1996: Heveafil 100 percent; Rubberflex 57.35 percent; Filati 100 percent; and Rubfil 100 percent. 65 Fed.
Reg. 11981 (Mar. 7, 2000).

% Commissioner Bragg and Commissioner Askey note that, while they considered Commerce’s duty
absorption findings, they did not rely upon these findings in reaching their determinations in this review.

¥ We note that while COGS per pound declined by *** from 1998 to 1999, SG&A expenses increased by ***
per pound, and therefore total unit costs increased. CR at I1I-7; PR at III-2.

% Commissioner Bragg infers that, in the event of revocation, subject producers will revert to aggressive
pricing practices in connection with exports of subject merchandise to the United States, as evidenced in the
Commission’s original determination.

¥19 U.S.C. § 1675a(a)(4).

* 19 U.S.C. § 1675a(a)(4). Section 752(a)(6) of the Act states that “the Commission may consider the
magnitude of the margin of dumping” in making its determination in a five-year review. 19 U.S.C. § 1675a(a)(6).
The statute defines the “magnitude of the margin of dumping” to be used by the Commission in five-year reviews

(continued...)
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extent to which any improvement in the state of the domestic industry is related to the antidumping duty
order at issue and whether the industry is vulnerable to material injury if the order is revoked.”

In the original investigation, the Commission found that virtually every indicator demonstrated
that the condition of the domestic industry deteriorated significantly during the period of investigation.*
In light of the condition of the domestic industry, the increasing volumes and market share of the subject
imports, underselling, and lost sales due to ERT imports from Malaysia, the Commission concluded that
there was material injury by reason of subject imports.**

As discussed above, Globe has recently left the domestic industry, leaving North American as the
sole U.S. producer of the domestic like product. North American showed declining profitability during
the period reviewed and *** in interim 2000. Its production and shipments fell over the period
reviewed.”* Accordingly, we determine that the U.S. ERT industry is vulnerable to material injury if the
order is revoked.”

We found above that revocation of the order would likely result in a significant increase in the
volume of subject imports at prices significantly lower than those of the domestic like product, and that
such increased volumes of subject imports would likely depress or suppress the industry’s prices
significantly. This would likely have a significant adverse impact on the production, shipment, sales, and
revenue levels of the domestic industry. This reduction in the industry’s production, sales, and revenue
levels would have a direct adverse impact on the industry’s employment, profitability, and ability to raise
capital and make and maintain necessary capital investments. Accordingly, based on the record in this
review, we conclude that, if the antidumping duty order is revoked, subject imports would be likely to
have a significant adverse impact on the domestic industry within a reasonably foreseeable time.

%0 (...continued)
as “the dumping margin or margins determined by the administering authority under section 1675a(c)(3) of this
title.” 19 U.S.C. § 1677(35)(C)(iv). See also SAA at 887. We note that in its sunset review of this order,
Commerce found that revocation of the antidumping duty order would likely lead to continuation or recurrence of
dumping at the following margins: 108.62 percent for Heveafil/Filmax Sdn. Bhd.; 20.36 percent for Rubberflex
Sdn. Bhd.; 105.78 percent for Filati Lastex Elastofibre; 108.62 percent for Rubfil Sdn. Bhd; and 15.16 percent for
“all others.” 65 Fed. Reg. 11981, 11982 (Mar. 7, 2000).

°! The SAA states that in assessing whether the domestic industry is vulnerable to injury if the orders are
revoked, the Commission “considers, in addition to imports, other factors that may be contributing to overall
injury. While these factors, in some cases, may account for the injury to the domestic industry, they may also
demonstrate that an industry is facing difficulties from a variety of sources and is vulnerable to dumped or
subsidized imports.” SAA at 885.

%2 Original Determination at 20.

% Original Determination at 24.

 We also note that North American recently reported that it has borrowed *** on a new working capital line
of credit since January 1, 2000, ***. North American has also indicated that it anticipates that it will borrow
another *** for asset financing. CR at III-6; PR at 2.

% CR at I1I-7; PR at I1I-2-3. We note that, even though aggregate net sales volume of North American and
Globe increased *** from 1998 to 1999, net sales values and unit sales values decreased. As a result, domestic
industry operating income declined from *** in 1998 to *** in 1999. While COGS per pound declined by ***
from 1998 to 1999, SG&A expenses increased by *** per pound. Therefore, total unit costs increased to *** in
1999 from *** in 1998. Due to the combined effect of declining unit sales values, *** per pound, and increased
unit costs, ***, per pound, operating income in 1999 fell *** per pound. Both net sales volumes and values
declined from interim 1999 to interim 2000, while unit sales values increased by *** per pound for the same
period. However, due to the increased COGS and SG&A expenses per pound, operating income decreased by ***
per pound, from *** per pound in interim 1999 to an *** per pound in interim 2000. CR at III-7; PR at I1-2-3.
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CONCLUSION
For the foregoing reasons, we determine that revocation of the antidumping duty order on ERT

from Malaysia would be likely to lead to continuation or recurrence of material injury to the domestic
industry within a reasonably foreseeable time.

14

14



PART I: INTRODUCTION AND OVERVIEW

BACKGROUND

On August 2, 1999, the Commission gave notice, pursuant to section 751(c) of the Tariff Act of
1930 (the Act), that it had instituted a review to determine whether revocation of the antidumping duty
order on extruded rubber thread from Malaysia would likely lead to the continuation or recurrence of
material injury to a domestic industry. Effective November 4, 1999, the Commission determined that it
would conduct a full review pursuant to section 751(c)(5) of the Act. Information relating to the
background and schedule of the review is provided in the following tabulation.!

Effective date Action
October 7, 1992 Commerce’s antidumping duty order (57 FR 46150)
August 2, 1999 Commission’s institution of review (64 FR 41954)

November 4, 1999 | Commission’s decision to conduct a full review (64 FR 62689, November 17, 1999)
January 13, 2000 |Commission’s scheduling of the review (65 FR 3246, January 20, 2000)
March 7, 2000 Commerce’s final results of expedited review (65 FR 11981)

June 1, 2000 Commission’s hearing'
July 14, 2000 Commission’s vote
July 27, 2000 Commission’s determination sent to Commerce

' App. B contains a list of witnesses who appeared at the hearing.

The Original Investigation

On August 29, 1991, a petition was filed by North American Rubber Thread Co., Inc. (North
American) with Commerce and the Commission alleging that an industry in the United States was
materially injured by reason of dumped imports of extruded rubber thread from Malaysia.? On

! The Commission’s notice of institution, notice to conduct a full review, scheduling notice, and statement on
adequacy appear in app. A and may also be found at the Commission’s web site (Internet address www.usitc.gov).
Commissioner’s votes on whether to conduct an expedited or full review may also be found at the web site.

2 The petition was filed by North American, which simultaneously filed a petition alleging that it was
materially injured by reason of imports from Malaysia of extruded rubber thread that had been subsidized by the
Government of Malaysia. At the time of the filing of that petition, Malaysia was eligible for duty-free entry under
the GSP and was a contracting party of the then-in-place General Agreement on Tariffs and Trade. Therefore,
even though it was not a “country under the Agreement” within the meaning of section 701(b) of the Act,
Malaysia was entitled to an injury determination. Accordingly, the Commission instituted countervailing duty
(CVD) investigation No. 303-TA-22 (Preliminary) under section 303(a) of the Act, and subsequently determined
that there was a reasonable indication that an industry in the United States was materially injured by reason of the
allegedly subsidized imports of extruded rubber thread from Malaysia. On December 30, 1991, Commerce issued
a preliminary affirmative CVD determination and the Commission, in turn, instituted CVD investigation No. 303-
TA-22 (Final). However, on March 12, 1992, the President of the United States determined that it was appropriate

(continued...)
B |
I-1



August 25, 1992, Commerce published a final affirmative dumping determination, with margins as
follows (in percent):

Manufacturer/exporter Margin
Heveafil/Filmax Sdn. Bhd. 10.68
Rubberflex Sdn. Bhd. 22.00
All others 15.16

The Commission made its final affirmative injury determination on September 30, 1992, and
Commerce issued an antidumping duty order on October 7, 1992.

Table I-1 presents a summary of data from the original investigation through this review; figure
I-1 shows U.S. imports of extruded rubber thread from Malaysia, as reported in official Commerce
statistics, since 1989.

Statutory Criteria and Organization of the Report

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

2 (...continued)
to withdraw the duty-free entry afforded under the GSP to extruded rubber thread that is the product of Malaysia.
Therefore, Malaysia was no longer entitled to an injury determination under section 303 of the Act and the
Commission discontinued its CVD investigation. Following a final affirmative determination, Commerce issued a
CVD order on August 25, 1992. Subsequently, on June 30, 1995, North American requested a continuation of the
CVD order under section 753(a) of the Act of 1920. (This provision provides that, in the case of a CVD order
issued under section 303 of the Act with respect to which the requirement of an affirmative determination of
material injury under section 303(a)(2) was not applicable at the time the order was issued, interested parties may
request that the Commission initiate an investigation to determine whether an industry in the United States is
likely to be materially injured by reason of imports of the subject merchandise if the order is revoked.) In
response, the Commission initiated, effective December 15, 1997, a section 753 investigation (Inv. No. 753-TA-
34) concerning the CVD order for extruded rubber thread from Malaysia. On June 25, 1998, the Commission
determined that an industry in the United States was not likely to be materially injured by reason of imports of
extruded rubber thread from Malaysia if the CVD order concerning such extruded rubber thread was revoked (63
FR 35945, July 1, 1998). Subsequently, on July 28, 1998, Commerce revoked the order (63 FR 41544, August 4,
1998).

3 Certain transition rules apply to the scheduling of reviews (such as these) involving antidumping and CVD
orders and suspensions of investigations that were in effect prior to January 1, 1995 (the date the WTO Agreement
entered into force with respect to the United States). Reviews of these transition orders will be conducted over a
three-year transition period running from July 1, 1998, through June 30, 2001. Transition reviews must be
completed not later than 18 months after institution.

1-2
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Figure I-1
Extruded rubber thread: U.S. imports from Malaysia, other sources, and total, 1989-99
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Source: Compiled from official statistics of the U.S. Department of Commerce.

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

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

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

(B) whether any improvement in the state of the industry is

related to the order or the suspension agreement,

(C) whether the industry is vulnerable to material injury if the I-5
order is revoked or the suspension agreement is terminated, and
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(D) in an antidumping proceeding . . ., (Commerce’s findings)
regarding duty absorption . . ..

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

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

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

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

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

(3) PRICE.--In evaluating the likely price effects of imports of the subject merchandise if
the order is revoked or the suspended investigation is terminated, the Commission shall consider
whether--
(A) there is likely to be significant price underselling by imports of the
subject merchandise as compared to domestic like products, and
(B) imports of the subject merchandise are likely to enter the United
States at prices that otherwise would have a significant depressing or
suppressing effect on the price of domestic like products.

(4) IMPACT ON THE INDUSTRY.--In evaluating the likely impact of imports of the
subject merchandise on the industry if the order is revoked or the suspended investigation is
terminated, the Commission shall consider all relevant economic factors

which are likely to have a bearing on the state of the industry in the United States, including, but
not limited to--
(A) likely declines in output, sales, market share, profits, productivity,
return on investments, and utilization of capacity,
(B) likely negative effects on cash flow, inventories, employment, wages,
growth, ability to raise capital, and investment, and
(C) likely negative effects on the existing development and production
efforts of the industry, including efforts to develop a derivative or more advanced
version of the domestic like product.

The Commission shall evaluate all such relevant economic factors . . . within the context of the business
cycle and the conditions of competition that are distinctive to the affected industry.
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Section 752(a)(6) of the Act states further that in making its determination, “the Commission
may consider the magnitude of the margin of dumping or the magnitude of the net countervailable
subsidy. If a countervailable subsidy is involved, the Commission shall consider information regarding
the nature of the countervailable subsidy and whether the subsidy is a subsidy described in Article 3 or
6.1 of the Subsidies Agreement.”

Information obtained during the course of the review that relates to the above factors is presented
throughout this report. A summary of data collected in the review is presented in appendix C. U.S.
industry data are based on questionnaire responses of the two producing firms during the period under
consideration, North American and Globe Manufacturing Corp. (Globe*), accounting for all known U.S.
production of extruded rubber thread from 1998 through March 2000. U.S. import data are based on
official Commerce statistics.” Responses by U.S. producers, importers, and purchasers of extruded
rubber thread and producers of extruded rubber thread in Malaysia to a series of questions concerning the
significance of the existing antidumping duty order and the likely effects of revocation are presented in
appendix D. All data presented in the report are for all extruded rubber thread regardless of gauge.®

COMMERCE’S RESULTS OF EXPEDITED REVIEW

On March 7, 2000, Commerce’ found that revocation of the antidumping duty order on extruded
rubber thread from Malaysia would likely lead to continuation or recurrence of dumping as follows (in
percent):

Manufacturer/exporter Margin
Heveafil/Filmax Sdn. Bhd. 108.62
Rubberflex Sdn. Bhd. - 20.36
Filati Lastex Elastofibre (Malaysia) 105.78
Rubfil Sdn. Bhd. 108.62
All Others 15.16

Commerce has issued one duty absorption determination with respect to this order.?

4 Globe shut down its extruded rubber business effective March 31, 2000, having entered into an agreement to
sell the entity to North American.

3 On April 18, 2000, counsel for Heveafil USA and FLE USA informed the Commission that these parties
would not be submitting responses to the Commission’s U.S. importer questionnaires in regard to this sunset
review. According to responses to the notice of institution, the two importers account for about *** percent of
imports from Malaysia, and their related parents, Heveafil Sdn. Bhd. and Filmax Sdn. Bhd. (Heveafil/Filmax) and
Filati Lastex Elastofibre Sdn. Bhd. (Filati) (which also would, according to counsel, not be completing the foreign
producer/exporter questionnaire), account for about *** percent of the foreign production. However, on May 31,
2000, the Commission did receive partial responses to the importers’ questionnaire from Heveafil USA and FLE
USA.

¢ The scope of the investigation is limited to extruded rubber thread measuring from 140 gauge (0.18 mm or
0.007 inches) to 18 gauge (1.42 mm or 0.056 inches) in diameter. The Commission, however, did not draw a
distinction among gauge ranges for purposes of defirling the like product in any past determinations concerning
extruded rubber thread. ‘

7 Commerce’s notice is presented in app. A.

® In the 1995 administrative review, Commerce found that the four companies identified above absorbed duties
on the following percentage of their sales: Heveafil-100 percent; Rubberflex—57.35 percent; Filati—100 percent;
and Rubfil-100 percent. 7
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COMMERCE’S ADMINISTRATIVE REVIEWS

Commerce has conducted 6 administrative reviews of the antidumping order on extruded rubber
thread from Malaysia as shown in the following tabulation:

Manufacturer/exporter margin Period of Review Federal Register notice
(Percent)

Heveafil/lFilmax Sdn. Bdh. ..... 10.68 March 1, 1991 - August 57 FR 38465, August 25, 1992 (original
Rubberflex Sdn. Bdh. ......... 22.00 31, 1991 determination)
Allothers .................. 15.16
Heveafil/Filmax Sdn. Bdh." .. ... 10.65 April 2, 1992 - September |61 FR 54767, October 22, 1996
Rubberflex Sdn. Bdh. .......... 1.88 30, 1993
Allothers .................. 15.16
Filati Lastex Elastofibre ....... 20.00 October 1, 1993 - 62 FR 62547, November 24, 1997, as
Heveafil/Filmax Sdn. Bdh." . . ... 20.36 September 30, 1994 amended by 65 FR 25704, May 3, 2000
Rubberflex Sdn. Bdh. ........ 210.00
Rubfil Sdn.Bdh. ............ 211.81
Allothers ................. 215.16
Filati Lastex Elastofibre ....... 37.74 October 1, 1994 - 62 FR 33588, June 20, 1997, as
Heveafil/Filmax Sdn. Bdh.' ... ... 7.88 September 30, 1995 amended by 65 FR 25703, May 3, 2000
Rubberflex Sdn.Bdh. ......... 10.00
RubfilSdn.Bdh. ............. 36.14
Allothers .................. 15.16
Filati Lastex Elastofibre ....... 52.89 October 1, 1995 - 63 FR 12752, March 16, 1998
Heveafil/Filmax Sdn. Bdh. ..... 54.31 September 30, 1996
Rubberflex Sdn. Bdh. .......... 3.75
Rubfil Sdn. Bdh. ............ 454.31
Allothers .................. 15.16
Filati Lastex Elastofibre ........ 2.07 October 1, 1996 - 64 FR 12967, March 16, 1999, as
Heveafil/Filmax Sdn. Bdh. ...... 4.77 September 30, 1997 amended by 64 FR 19337, April 20,
Rubberflex Sdn. Bdh. .......... 1.22 1999
RubfilSdn.Bed ............. 54.31
Allothers .................. 15.16
Filati Lastex Elastofibre ....... 50.45 October 1, 1997 - 65 FR 6140, February 8, 2000
Heveafil/Filmax Sdn. Bdh. ..... 50.17 September 30, 1998
Rubberflex Sdn.Bdh. .......... 1.10
RubfilSdn.Bed ............. 52.89
Allothers .................. 15.16

' Filmax Sdn. Bdh. was not specifically mentioned in Commerce’s notice of this review; however, in its original
determination, Commerce stated that since Heveafil and Filmax were related companies that both produced
rubber thread but Heveafil performs the selling functions for both companies, it was treating the two companies as
one company. Administrative reviews for periods beginning with October 1, 1995, refer to both Heveafil and
Filmax.

2 Since the final results for the subsequent review period (October 1, 1994 - September 30, 1995) were
published before the final results for this review, the margins shown had no effect on cash deposits.

% The cash deposit rate shown was reduced by 0.15 percent, the amount attributable to export subsidies.

4 The cash deposit rate shown was reduced by 0.90 percent, the amount attributable to export subsidies.

® The cash deposit rate is zero since the margin is de-minimis.
Source: Cited Federal Register notices.
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ANTIDUMPING DUTIES COLLECTED

Table I-2 presents the actual amount of customs duties collected under the antidumping order
during fiscal years 1994 to 1998.

Table I-2
Extruded rubber thread: Actual duties collected and subject imports from Malaysia, fiscal years
1994-98"

(In 1,000 dollars)

Item 1994 1995 1996 1997 1998
Total duties collected 1,475 1,172 1,308 929 1,039
Total imports 10,338 8,143 8,583 9,621 7,218

'The federal fiscal year is October 1-September 30.

Source: U.S. Customs Service Annual Report, Part A.

RELATED COMMISSION INVESTIGATIONS AND EXISTING ORDERS
Extruded Rubber Thread from Indonesia

The Commission also instituted antidumping and CVD investigations on extruded rubber thread
from Indonesia (Invs. Nos. 731-TA-787 (Preliminary) and 701-TA-375 (Preliminary)), following receipt
of petitions filed with the Commission and the Department of Commerce by North American on March
31, 1998. Both the Commission and Commerce made affirmative preliminary determinations, but
Commerce made a final negative determination with respect to its CVD investigation and the
Commission accordingly terminated its CVD investigation.® Following affirmative final determinations
by Commerce and the Commission with respect to the antidumping investigation, Commerce issued an
antidumping duty order on extruded rubber thread from Indonesia.'®

Escape Clause (Section 201) Investigations

In response to a petition filed by North American, the Commission, effective June 23, 1992,
instituted under section 202 of the Trade Act of 1974 an investigation on extruded rubber thread (inv. No.
TA-201-63). In its determination, the Commission was equally divided on the question of whether or not
extruded rubber thread was being imported into the United States in such increased quantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic industry producing an article like
or directly competitive with imported extruded rubber thread.!! On January 15, 1993, the President
selected as the determination of the Commission the views of those Commissioners who found in the

® 64 FR 16999, April 1, 1999.

1964 FR 27755, May 21, 1999.

'! Chairman Newquist and Commissioners Rohr and Nuzum voted in the affirmative. Vice Chairman Watson
and Commissioners Brunsdale and Crawford voted in the negative. Those Commissioners voting in the
affirmative recommended in a report transmitted on December 21, 1992, that the President impose a tariff-rate
quota on imports of extruded rubber thread. Extruded Rubber Thread, USITC Pub. 2563, December 1992.
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negative and, accordingly, no import relief measures were taken under section 203 of the Trade Act of
1974.12

On June 5, 2000, a petition was properly filed by North American with the Commission for relief
under section 202 of the Trade Act of 1974 from imports of extruded rubber thread (inv. No. TA-201-
72). This investigation is currently ongoing.

THE SUBJECT PRODUCT®

Extruded rubber thread consists of vulcanized rubber thread obtained by extrusion of stabilized or
concentrated natural rubber latex, of any cross sectional shape dimension. Subject extruded rubber thread
measures from 0.18 mm (0.007 inch or 140 gauge) to 1.42 mm ( 0.056 inch or 18 gauge) in diameter.'
Such merchandise is provided for in subheading 4007.00.00 of the Harmonized Tariff Schedule of the
United States with a normal-trade-relations free tariff applicable to imports from Malaysia. This part of
the report presents information on both imported and domestically produced extruded rubber thread. In
addition, a discussion of the factors that the Commission typically considers in defining the product(s)
“like” that extruded rubber thread subject to investigation is presented later in the section entitled “Like
Product Issues.”"

Physical Characteristics

As noted above, extruded rubber thread (an elastomeric monofilament) is vulcanized and is
produced by a low-pressure extrusion of compounded natural rubber latex. Extruded rubber thread is
manufactured and sold by both U.S. and foreign manufacturers in standard sizes falling within the range
of 22 gauge through 60 gauge and as fine-gauge thread (or that over 75 gauge). Reportedly, most
standard extruded rubber thread is sold within the 26-gauge to 48-gauge size ranges. Standard extruded
rubber thread is sometimes referred to as “heavy-gauge” thread. North American also ***,

For ease of handling and shipment, manufacturers generally temporarily bond the rubber threads
together in the form of a ribbon or tube or wind the thread onto a bobbin. The width of the ribbon varies
depending on the thread diameter and number of threads per ribbon. Ribbons can be made from as few
as 2 to more than 90 threads; however, ribbons of 40 and 48 threads are most common. Packaging
extruded rubber thread into tubes or tube shapes is a more recent innovation.

'2 The resulting notice of Presidential action, in citing the views of those Commissioners finding in the
negative, stated that “imports were not a substantial cause of the decline experienced by the U.S. industry. The
decline stemmed from the closure of the major U.S. manufacture of rubber thread in 1990.” 58 FR 6317, January
27, 1993.

" Some of the discussion in this section is from Inv. No. 731-TA-787 (Final), Extruded Rubber Thread from
Indonesia (USITC Pub. 3191, May 1999), pp. I-3-1-7, and Inv. No. 753-TA-34, Extruded Rubber Thread from
Malaysia (USITC Pub. 3112, June 1998), pp. I-8-1-15

' The size of an individual thread usually is expressed in “gauge” or “count,” terms that refer to the number of
threads which would, if set down side-by-side, produce a ribbon 1 inch wide. There is no known production of
thread that is finer than 110 gauge. In the importer questionnaire in this review, firms were asked to report
separately U.S. shipments of less than 18 gauge and those of 18 gauge and over. No importer reported shipping
extruded rubber thread thicker than 18 gauge.

1 The Commission’s decision regarding the appropriate domestic products that are “like” the subject imported
products is based on a number of factors including (1) physical characteristics and uses; (2) common
manufacturing facilities and production employees; (3) interchangeability; (4) customer and producer perceptions;
(5) channels of distribution; and, where appropriate, (6) price. I-10
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Extruded rubber thread is typically black or white in color; however, it is also available from
U.S. sources in such colors as light blue, red, and cream. Brightly colored rubber thread has been
developed in recent years. ‘

There are also a number of specialty rubber thread products, including food-grade rubber thread.
Food-grade extruded rubber thread is manufactured into an elastic netting which then is used to package
(usually) boneless meats. Extruded rubber thread of food-grade quality is manufactured using FDA-
approved processes and formulations to meet stated requirements. It must be treated so that it does not
impart a taste to foods. More importantly, food-grade extruded rubber thread must also have lower levels
of nitrosamines, which have been suggested as a cause of certain types of cancers. Other specialty thread
products include fine-gauge and heat-resistant extruded rubber thread.'®

Uses

The textile industry is the largest user of extruded rubber thread; rubber thread is processed into
such items as panty hose, women’s lingerie, underwear waistbands, sock tops, and jogging suits, as well
as into items as diverse as disposable diapers, furniture webbing, and “koosh” balls. Traditional
customers for extruded rubber thread in the textile industry include coverers, weavers, braiders, and
knitters. It is either used “as is” or wrapped with a rigid fiber, such as nylon or cotton, to limit elongation
and to maintain the thread under constant tension. Using varying manufacturing techniques, weavers,
braiders, and knitters incorporate rubber thread, bare or covered, into their production of narrow fabric
and sell the output to apparel makers.

Channels of Distribution

Both U.S. producers and importers of Malaysian-produced extruded rubber thread typically sell
all products directly to the unrelated manufacturers of the elasticized goods described above. The record
indicates that extruded rubber thread of all types and grade is sold by domestic producers or importers in
all areas of the United States, although there may be some geographical limits. Only insignificant
amounts of either food-grade rubber thread or large gauge (below 18 gauge) are sold in the United States.

Substitute Products
Spandex is an alternative elastic fiber. It is used in certain applications where the cost is
warranted (e.g., dry cleaning, sheer fabrics, and high fashion). *** reported in its questionnaire response
that no product may be easily substituted for extruded rubber thread if both price and performance are the
criteria.

Manufacturing Process

Production of extruded rubber thread begins with the preparation of the rubber latex mixture.
Producers add a variety of chemicals in small amounts to the natural rubber latex to impart desired

' Fine-gauge extruded rubber thread is constructed with a gauge greater than 75 and is usually used for
hosiery. Heat-resistant extruded rubber thread is produced using antioxidants and vulcanizing agents to provide
better protection against heat degradation. It is primarily manufactured for use in underwear waistband elastics,
where its greater resistance to heat provides better performance during repeated laundering. Heat-resistant
extruded rubber thread is also used in such limited applications as hospital garments and in bandages that are
subject to sterilization by heating in an autoclave. I-11
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physical properties to the end product and to prepare the latex mix for vulcanization.!” Desirable physical
properties include acceptable tensile strength, elongation at room temperature, and resilience or rebound
elasticity.'® The chemical additives are blended thoroughly with the liquid latex to ensure homogeneity
and the latex is then “matured” in an activation tank for 1 to 5 days. Maturation results in thread that is
free of lumps and blisters and does not show an irregular thickening when extended or retracted. After
the maturation process, the latex is passed through an homogenizer, which removes any remaining lumps
in the mixture that might clog the capillary nozzles during the subsequent extrusion process and lead to
thread breakage. The latex then enters a vacuum/feed tank to remove air bubbles and adjust the feed rate
through the extruder.”

The latex mix is next extruded at low pressure through glass capillary nozzles into an aqueous
acetic acid solution, which acts as a coagulant to solidify the liquid latex into a continuous thread. From
there, the newly formed thread passes into a hot wash bath where excess acetic acid is washed off, then
enters a drying oven that cures or vulcanizes the thread. At this point the thread is sticky, so a lubricant
or antiblocking agent (i.e., talcum powder or silicone-based lubricant) is applied to “detackify” each
thread. Following lubrication, the threads are lightly bonded together in ribbons to form flat tapes or
tubes, which are placed into an oven where they are rotated for up to 20 minutes. They next pass over
cooling rollers and are either wound onto bobbins or packaged in boxes.

Reportedly, there are only slight variations in the machinery and materials used to produce
extruded rubber thread by domestic and Malaysian manufactures.

Like Product Issues

In its determination in the original investigation, the Commission found that the domestic like
product was all extruded rubber thread.”® However, three Commissioners found two domestic like
products; (1) food-grade extruded rubber thread and (2) all other extruded rubber thread. In its response
to the Commission’s notice of investigation for this review, North American agreed with the
Commission’s like product definition—i.e., a single like product including all extruded rubber thread.?! In
their response to the Commission’s notice of investigation, foreign producers Heveafil/Filmax and Filati,
as well as their U.S. subsidiary importing firms, argue that food grade is a distinct like product.

'” Vulcanization is an irreversible process during which the chemical structure of a rubber compound changes
and it becomes less plastic, more elastic, and more resistant to swelling from liquids.

'® For given types of extruded rubber thread, there are standardized levels for the var