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DETERMINATIONS AND VIEWS OF THE COMMISSION
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 731-TA-703-704 (Final)

FURFURYL ALCOHOL FROM CHINA AND SOUTH AFRICA

Determinations

On the basis of the record' developed in the subject investigations, the
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930 (the Act),’
that an industry in the United States is materially injured by reason of imports from
China and South Africa of furfuryl alcohol,’ that have been found by the Department of
Commerce to be sold in the United States at less than fair value (LTFV).

Background

The Commission instituted these investigations effective December 16, 1994,
following preliminary determinations by the Department of Commerce that imports of
furfuryl alcohol from China and South Africa were being sold at LTFV within the
meaning of section 733(b) of the Act.' Notice of the institution of the Commission's
investigations 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 of
January 19, 1995.° The hearing was held in Washington, DC, on May 3, 1995, and all

persons who requested the opportunity were permitted to appear in person or by
counsel.

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

?19 U.S.C. § 1673d(b).

® Furfuryl alcohol (C,H,OCH,0OH), also called furyl carbinol, is a primary alcohol that is
colorless or pale yellow in appearance. It is used in the manufacture of resins and as a wetting
agent and solvent for coating resins, nitrocellulose, cellulose acetate, and other soluble dyes. It
is classifiable under subheading 2932.13.00 of the Harmonized Tariff Schedule of the United

States (HTS). The chemical has an assigned Chemical Abstracts Service registry number of CAS
98-00-0.

419 U.S.C. § 1673b(b).
® 60 FR 3874.
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VIEWS OF THE COMMISSION

Based on the record in these final investigations, we find that an industry in the United
States is materially injured by reason of imports of furfuryl alcohol from the People's

Republic of China ("China") and South Africa that are sold in the United States at less than
fair value ("LTFV").!

1. DEFINITION OF LIKE PRODUCT AND DOMESTIC INDUSTRY
A. Like Product

To determine whether 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"), as amended, 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 statute
defines "like product" as: "a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation. . . ."* Our decision
regarding the appropriate like product(s) in an investigation is a factual determination, and
the Commission has applied 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

! The petition also alleged material injury, or the threat of material injury, by reason of LTFV
imports of furfuryl alcohol from Thailand. Commerce made a negative preliminary determination
with respect to Thailand and then made an affirmative final determination. Pursuant to 19 U.S.C. §
1673d(b)(3), the Commission's final determination in that investigation shall be made within 75 days
after Commerce's affirmative final determination. Accordingly, we will make our determination with
respect to Thailand on or before July 18, 1995.

The petition in these investigations was filed prior to the effective date of the Uruguay Round
Agreements Act ("URAA"). These investigations, thus, remain subject to the substantive and
procedural rules of the pre-exxstmg law. See P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809, at §
291.

Whether the establishment of an industry in the United States is materially retarded is not an issue
in these investigations.

2 19 U.S.C. §1677(4)(A).
® 19 U.S.C. §1677(4)(A).
* 19 U.S.C. § 1677(10).

5 See, e.g., Nippon Steel Corp. v. United States, Slip Op. 95-57 at 11 (Ct. Int'l Trade, Apr. 3, 1995);

i i , 747 F. Supp. 744, 749 n.3 (Ct. Int'l Trade 1990), aff'd, 938 F.2d 1278
(Fed. Cir. 1991) ("every like product determination 'must be made on the particular record at issue' and
the ‘unique facts of each case™). In analyzing like product issues, the Commission generally considers
a number of factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels
of distribution; (4) customer and producer perceptions of the products; (5) common manufacturing
facilities, production processes and production employees; and, where appropriate, (6) price. See

Calabrian Corp, v, United States, 794 F. Supp. 377, 382 n.4 (Ct. Int'l Trade 1992); Torrington, 747 F.

(continued...)
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consider other factors relevant to a particular investigation. The Commission looks for clear
dividing lines among possible like products, and disregards minor variations.®

The imported article subject to these investigations is furfuryl alcohol (C,H,OCH,OH).
Furfuryl alcohol is a primary alcohol, and is colorless or pale yellow in appearance. It is used
in the manufacture of resins and as a wetting agent and solvent for coating resins,
nitrocellulose, cellulose acetate, and other soluble dyes.7

Furfuryl alcohol is a colorless to light-yellow, mobile liquid, which becomes brown to
dark-red upon exposure to light and air.® Furfuryl alcohol is produced by the addition of
hydrogen to the precursor chemical, furfural.” While there are two methods of commercial
production for furfuryl alcohol, nearly all of the principal manufacturers use the vapor phase
method of production.’® However, regardless of the method used for production, the final
product marketed by all world producers is a fungible commodity chemical with about 98
percent furfuryl alcohol content.™

The principal use of furfuryl alcohol, accounting for more than 90 percent of domestic
consumption, is as a monomer in the production of furan resins.!? There are no substitutes
for furfuryl alcohol in the production of furan resins® or as an intermediate in the production

5(...continued)
Supp. at 749. E.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

¢ Torrington, 747 F. Supp. at 748-49.

7 See Notice of Final Determination of Sales at Less Than Fair Value: Furfuryl Alcohol from the
People's Republic of China, 60 Fed. Reg. 22544 (May 8, 1995); see also notice for South Africa, 60 Fed.
Reg. 22550. Confidential Report ("CR") at B-7; Public Report ("PR") at B-7.

8 CRat 14, PR at I1-4.

® CRatII4, PRat II-4. Producers of furfuryl alcohol are either back-integrated to the production
of furfural, or purchase furfural from open market sources, or both. Id. at [I-5 and II-6. Furfural is
produced by combining agricultural by-products such as corncobs, the hulls from oats, rice, and
cottonseed, sugarcane bagasse, or other biomass, with an acid in a reaction vessel. Furfural is also the
feedstock chemical for the production of other chemical products and specialty lubricants in addition
to furfuryl alcohol. Id. at II-4 n.3. According to petitioner, approximately 37 percent of the furfural
produced in the United States is used to make furfuryl alcohol. Petition at 2, n.1.

° CR at II-5 and II-6, PR at II-5. The Chinese producers use the older liquid phase method of
production. Id.

" CRatII-5, PR at II-5.

2 CRat [I-7-I-10, PR at II-6 and II-7. Furan resins are principally used in foundries, as the binder
for heat-resistant sand cores used as casting molds. They also are used as binders in corrosion resistant
cements, and in the production of fiber-reinforced plastics and low fire-hazard foams. There are three
types of furan no-bake resins — hot-box resins, warm-box resins, and cold-box resins — which are

considered energy-efficient in the foundry industry because they set without the application of
external heat.

3 However, other resins compete with furan resins in certain foundry uses. CR at II-7, n.8, PR at
1I-6, n.8.
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of other specialty chemicals.” Other than product internally consumed by petitioner,

virtually all sales of furfuryl alcohol in the U.S. market are to end users, primarily producers
of furan resins.”

In the preliminary investigation, we defined a single like product, furfuryl alcohol, based
on evidence regarding the physical characteristics, uses, channels of distribution,
manufacturing processes and customer and producer perceptions of furfuryl alcohol.*® No
new evidence exists that leads us to alter our determination in these final investigations.

Moreover, no party has objected in these final investigations to that definition of the like
product.”

Accordingly, we again determine that the like product in these investigations is furfuryl
alcohol.

B. Domestic Industry

Based on the definition of the like product in these investigations, the domestic industry
is comprised of the domestic producers of furfuryl alcohol. The only current domestic
producer of furfuryl alcohol is petitioner, QO Chemicals, Inc. ("QO").** QO captively
consumes a portion of its domestic production of FA.”’ In considering the effect of the
imports on the domestic industry, the Commission includes all domestic production, whether
toll-produced, captively consumed, or sold in the merchant market, within the domestic
industry. One other company, Advanced Resin Systems, Inc. ("ARS"), produced furfuryl

¥ CRatII-7, PR at II-6.
> CRatII-19, PR at II-15.

16 3
(Preliminary), USITC Pub. 2797 at I-6 (July 1994).

7 Petitioner's Prehearing Brief at 1 and 2. See also Preliminary Conference Transcript at 57.
Respondents do raise various arguments concerning competition in the downstream foundry resins
market, and the price of the upstream chemical furfural. However, these arguments do not suggest
that a different like product would be appropriate.

® CRatII-15, PR at II-13.

' During the period of investigation, QO captively consumed the following percentages of its U.S.
shipments of FA to produce derivative products: *** Table D-2, CR at D-4 and [I-15, n.14, PR at D4
and II-13, n.14. The Commission has noted in captive production cases that imports under
investigation may not affect merchant market and captive production the same way, and has
sometimes focused its attention on the merchant market segment of the industry in evaluating whether

the imports are materially injuring the domestic industry. See United States Steel Group v, United
Sja:es SllpOp 94-201 at16 (Ct. Int1 Trade, December30 1994), aff.gce:tam.Elat.RQllad_Cathn.Stael

, Inv. Nos. 731-TA-703-705

nited Kingdom, Inv. Nos. 701-

TA-319-332 334 336-342 344, and 347-353 and 731 -TA-573-579 581 -592 594-597, 599-609, and 612-
619 (Final), USITC Pub. 2664 at 15, 17, 22 and 23 (Aug. 1993) ("Certain Flat-Rolled Steel").
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alcohol under a toll arrangement from June 1990 through November 1992 Thus, during
that period, ARS also would be part of the domestic industry producing furfuryl alcohol.

C.  Related Party

The related parties provision, 19 U.S.C. § 1677(4)(B), allows the Commission to exclude
certain domestic producers from the domestic industry for purposes of an injury
determination. The Commission must first determine whether the domestic producer meets
the definition of a related party.?' 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.”?

In these investigations, one domestic producer, ARS, imported furfuryl alcohol from

¥ CRatII-16, PR at II-13.

7 A domestic producer is a related party if it is either related to the exporters or importers of LTFV
merchandise, or is itself an importer of the subject merchandise. 19 U.S.C. § 1677(4)(B).

2 19 U.S.C.§1677(4)(B). The primary factors the Commission has examined in deciding whether
appropriate circumstances exist to exclude a related party include:

1) the percentage of domestic production attributable to the importing
producer;

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

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

See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int'l Trade 1992), aff'd without
opinion, 991 F.2d 809 (Fed. Cir. 1993). The Commission has also considered whether a company's
books are kept separately from its "relations"” and whether the primary interests of the related producer

lie in domestlc productlon orin 1mportatlon See, g.g Qenmn_Caan_n_S_t_e_el_Euﬁﬂeldhp_e_Emmgs

y_e_ngzugla, Inv Nos 701-TA—360 and 361 731-TA-688-695 (Fmal) USITC Pub 2870 at I-18 (Apnl
1995).

3

Torrington v. United States, 790 F. Supp. at 1168 (Ct. Int'l Trade 1992); Empire Plow Co. v.
United States, 675 F. Supp. 1348, 1352 (Ct. Int'l Trade 1987).
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China during the period of investigation® and, therefore, is a related party*®  ARS
accounted for less than *** of total U.S. production of furfuryl alcohol in the one year, 1992,
during the period of investigation that it produced the subject product” ARS began
importing from China ***# From 1992 to 1994, ARS accounted for *** of imports of furfuryl
alcohol from China.” It appears that ARS imported from China after ceasing its domestic
production **** and that ARS' primary interest in the furfuryl alcohol market lies in
importation rather than domestic production.®® ARS provided only limited financial data,
making it unlikely that inclusion or exclusion of ARS would skew the financial data.”

For the above reasons, we find that appropriate circumstances exist in these
investigations to exclude ARS from the domestic industry as a related party.*® Accordingly,
the domestic industry is comprised of QO Chemicals.

II. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether the domestic industry is materially injured or threatened with
material injury by reason of 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

# CRatII-17 and 0-18, PR at II-14.

% The issue of whether ARS is a related party was not addressed in the preliminary investigations.
Petitioner, however, argued in the final investigations that ARS is a related party and should be
excluded from the domestic industry. Petitioner's Posthearing Brief, Appendix H at 1.

» Commissioner Newquist notes that the statute requires that, in order to be "related," the party
must be a "producer.” Here, it appears that ARS did not begin importing the subject merchandise until
after it ceased domestic production. Thus, in his view, interpretation of the statute as written leads to
the conclusion that ARS js not a related party. He further notes, however, that whether ARS's data are
included or excluded is not dispositive in the determination that the domestic industry is materially
injured by reason of the subject imports. Accordingly, for purposes of unanimity, Commissioner
Newquist does join the following discussion.

7 Appendix D-1, CR at D-3, PRat D-3.

% CRatll-16, PR at II-13.

¥ CRatII-17 and 1-18, PR at II-14.

% CRatII-16, PR at [I-13. ARS indicated in its questionnaire response that *** Id.

3 ARS imported ** from China from 1992 to 1994 and had domestically produced through a toll
arrangement a total of *** during the same period. CRat II-17, Table 16 at II-44, and Table D-1 at D-3;
PR at II-14, II-29, and D-3.

% CRatII-26, n.28, PR at II-18, n.28.

¥ We note that whether ARS is included or excluded from the domestic industry is not dispositive
in our affirmative determinations in these final investigations.

# 19 U.S.C. § 1677(7)(C)(iii).
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business cycle and conditions of competition that are distinctive to the affected industry."*

We note certain conditions of competition pertinent to our analysis of the domestic
furfuryl alcohol industry.* First, furfuryl alcohol is a fungible commodity.”” Second, there
are relatively few suppliers as well as purchasers of furfuryl alcohol in the market.*® The
commodity nature of the product and the concentration of the market make pricing an
important consideration. Because purchasers buy large volumes of furfuryl alcohol annually,
ranging from hundreds of thousands to millions of pounds, a price differential of as little as
one cent per pound can be the deciding factor in their purchasing decisions.* Third, furfuryl
alcohol primarily is used in the production of furan resins,*” which are used as binders for
sand cores in the foundry industry.”’ There are no known substitutes for furfuryl alcohol in
the production of furan resins.? Therefore, demand for furfuryl alcohol is dependent on the
demand for foundry products that utilize furan resin binders.* Over the period of
investigation, U.S. demand for furfuryl alcohol increased, largely due to increased production
in the U.S. steel industry.*

Apparent U.S. consumption of furfuryl alcohol increased during each year of the period
of investigation, with the largest increase occurring from 1993 to 1994.* The value of

apparent U.S. consumption, however, followed an opposite pattern, with the largest decrease
occurring from 1993 to 1994.%

The domestic industry's U.S. shipments of furfuryl alcohol decreased substantially during
the period of investigation, with the largest part of the decrease occurring from 1992 to

% 19U.S.C.§1677(7)(C)(iii). The issue of a business cycle was not addressed by parties and there
is no evidence of a business cycle distinctive to the domestic industry.

% See Petitioner's Prehearing Brief at 3.
¥ CRatII-5, PR at II-5.

% Supply of furfuryl alcohol is provided by one domestic producer and three primary sources of

foreign supply. Furfuryl alcohol is purchased by fewer than 20 firms, with *** of such purchases in
1994. CRat I1-52 and II-53; PR at II-33 and II-34.

¥ CRatI-53, PR at II-34.

 Furan resins account for more than 90 percent of the annual domestic consumption of furfuryl
alcohol. Other uses for furfuryl alcohol include: copolymer resins, fiber-reinforced plastic, low fire-
hazard foams, and corrosion-resistant cements. CR at II-7, PR at II-6.

# CRat II-7-0-10, PR at II-6 and II-7.
2 CRatIl-7, PRatII-6.

“ Respondents argued that competition among downstream foundry resin systems have affected
demand for furfuryl alcohol. Respondent's (South Africa) Prehearing Brief at 9 and 10; Respondents’
(China) Posthearing Brief at 2-6. See Economic Memorandum, EC-5-059 at 10, dated June 1, 1995 ("EC-
$-059").

“ EC-5-059 at 10.

% Apparent U.S. consumption *** from 1992 to 1993 and by *** from 1993 to 1994, for an overall
*+* Table1,CR atII-13, PR at II-11.

% Table 1, CRat I-13, PRat I-11. The value of apparent U.S. consumption *** from 1992 to 1993,
and by *** from 1993 to 1994, for an overall *** during the period of investigation.
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1993.¥ While the total value of the domestic industry's U.S. shipments followed the same
pattern, the decrease in value outpaced the decrease in volume during the 1992-1994 period.®

The domestic industry's share of the U.S. market for furfuryl alcohol also declined
substantially from 1992 to 1994.¥

The domestic industry's capacity to produce furfuryl alcohol remained constant during
the period of investigation.* However, both production volume and capacity utilization of
the industry dropped during the period of investigation, with the largest decreases occurring
from 1993 to 1994.%' The year-end inventories held by the domestic industry fluctuated
between years, with an overall decline from 1992 to 1994; as a percentage of shipments,
inventories also fluctuated between years, but increased over the period of investigation.”

The number of production workers, hours worked, total compensation, and productivity
declined throughout the period of investigation.® Hourly total compensation and unit labor
costs, however, increased during the period of investigation.>

The financial performance indicators for the domestic furfuryl alcohol industry declined
throughout the period of investigation. The domestic industry experienced decreases in net
sales by both quantity and value from 1992 to 1994, despite the increase in U.S.
consumption by quantity for the same period. Gross profit and operating income declined

¥ Table 1, CR at II-13, PR at II-11; Table D-2, CR at D-4, PR at D-3. The domestic industry's U.S.
shipments by quantity *** from 1992 to 1993 and by *** from 1993 to 1994, for an overall *** during the
period of investigation.

 Table 1, CR at [I-13, PR at [I-11; Table D-2, CR at D4, PR at D-3. The value of the domestic
producer's U.S. shipments *** from 1992 to 1993 and by *** from 1993 to 1994, for an overall *** during
the period of investigation. The unit value of domestic industry shipments *** from 1992 to 1993, but
*** from 1993 to 1994, for an overall *** from 1992 to 1994.

¥ Tables 17 and D-2, CR at II-49 and D-4, PR at II-32 and D-3. The domestic industry's share of
total apparent consumption by quantity was *** in 1992, *** in 1993 and *** in 1994, for an overall ***;
the domestic industry's share of the U.S. market by value was *** in 1992, *** in 1993 and *** in 1994,
for an overall ***.

% CRat-20, PR at I-16. Furfuryl alcohol production capacity remained at *** from 1992 to 1994.

51 Tables 2 and D-1, CR at II-21 and D-3, PRat II-16 and D-3. Production volumes *** from 1992

to 1993 and by *** from 1993 to 1994, for an overall *** during the period of investigation. Capacity
utilization *** in 1994.

52 Tables 4 and D-3, CR at II-24 and D-6, PR at [I-17 and D-3. Year-end inventories held by the
domestic producer *** from 1992 to 1993 and *** from 1993 to 1994, for an overall *** during the period
of investigation. Domestic inventories as a percentage of U.S. shipments *** in-1994; as a share of U.S.
production, inventories *** in 1994.

% The number of production workers decreased from *** in 1994. Hours worked decreased from
** in 1994. Total compensation decreased consistently during the period of investigation, from ***
over the period. Productivity declined from *** in 1994. Table 5, CR at II-25, PR at II-18.

5 Table 5, CR at 11-25, PR at II-18. Hourly total compensation *** during the period.

% The domestic industry's net sales by quantity *** from 1992 to 1993 and by *** from 1993 to 1994,

for an overall *** for the period of investigation. Net sales by value *** even further, *** from 1992 to
1993 and *** from 1993 to 1994, for an overall ***. Table 7, CR at I1-29, PR at II-20.
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substantially from 1992 to 1994,% with **** Decreases in sales values outpaced decreases in
production and selling costs.*® Moreover, an increase in the domestic industry's unit COGS
exceeded the decrease in the domestic industry's unit sales value, *** on a per-pound basis
in 1994.% The industry's unit SG&A expenses *** from 1992 to 1993, but *** in 1994 to the

*%% 60

Capital expenditures by the domestic furfuryl alcohol industry fluctuated between years
with a decrease from 1992 to 1994.*! Research and development expenditures by the
domestic industry declined steadily over the period of investigation.*? %

1. CUMULATION

In determining whether there is material injury by reason of less than fair value (LTFV)
imports, the Commission is required to assess cumulatively the volume and price effects of
imports from two or more countries of articles subject to investigation if such imports
compete with one another and with the domestic like product in the United States market.*
Cumulation is not required, however, when imports from a subject country are negligible
and have no discernible adverse impact on the domestic industry.®

% Table 7, CR at [I-29, CR at II-20. The domestic industry's gross profits *** from 1992 to 1993 and
by *** from 1993 to 1994, for an overall *** during the period. The domestic industry's operating
income *** from 1992 to 1993, and by *** from 1993 to 1994, for an overall *** during the period of
investigation.

%7 Gross *** in 1994. Moreover, operating *** in 1994. Table 7, CR at [I-29, PR at II-20.

¢ Table 7, CR at II-29, PR at II-20. Thus, as a share of net sales, the domestic industry's cost of
goods sold (COGS) and selling, general, and administrative (SG&A) expenses increased from 1992 to
1994. The domestic industry's COGS as a share of net sales was *** in 1992, *** in 1993, and *** in 1994.

The domestic industry's SG&A expense as a share of net sales was *** in 1992, *** in 1993, and *** in
1994.

* The domestic industry's unit COGS increased from *** in 1992 to *** in 1994, for an *** for the
period. The domestic industry’s unit sales value decreased from *** in 1992 to *** in 1994, for a *** from
1992 to 1994. Table 8, CR at II-31, PR at I1-20.

“ Table 8, CRat II-31, PR at A-II-20. The domestic industry's unit SG&A expenses *** from 1992
to 1994. Table A-1, CR at A-5, PR at A-3.

5 Table 10, CRatII-34, PR at II-22. Capital expenditures *** from 1992 to 1993 and then *** from
1993 to 1994, for an overall *** from 1992 to 1994.

% Table 11, CRat II-34, PR at II-22. Research and development expenditures *** from 1992 to 1993
and by *** from 1993 to 1994, for an overall *** during the period of investigation.

® Based on examination of the relevant statutory factors, Commissioner Rohr and Commissioner
Newquist conclude that the domestic furfuryl alcohol industry is experiencing material injury.

# 19 U.S.C. § 1677(7)(C)(iv); Chaparral Steel Co. v, United States, 901 F.2d 1097, 1105 (Fed. Cir.
1990).

% 19 US.C. §1677(7)(C)(v).
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Imports of furfuryl alcohol from Thailand, as well as from China and South Africa, are
subject to investigation.* We determine that there is a reasonable overlap of competition
between the subject imports and the domestic like product, as well as between the Chinese,
South African, and Thai products. We further determine that none of the subject imports are
negligible.

A.

In assessing whether imports compete with each other and with the domestic like
product, the Commission has generally considered four factors, including:

(1) the degree of fungibility between the imports from different countries and between
imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions;

(2) the presence of sales or offers to sell in the same geographical markets of imports from
different countries and the domestic like product;

(3) the existence of common or similar channels of distribution for imports from different
countries and the domestic like product; and

(4) whether the imports are simultaneously present in the market.”

While no single factor is determinative, and the list of factors is not exclusive, these factors
provide the Commission with a framework for determining whether the imports compete
with each other and with the domestic like product.*® Only a "reasonable overlap” of
competition is required.*’

While the parties appear to be in agreement that furfuryl alcohol is a fungible
commodity,” the respondents allege that subject imports from China are, or are perceived
to be, of inconsistent quality, and, thus, do not compete with South African and Thai

¢ As noted above, Commerce made a negative preliminary determination with respect to
Thailand and then made an affirmative final determination. We shall make our determination with
respect to lmports of furfuryl alcohol from Tha11and on or before ]uly 18, 1995.

¢ See Certa aiwan, Inv. Nos.
731-TA-278-280 (Fmal) USITC Pub 1845 (May 1986) MWW 678
F. Supp. 898 (Ct. Int'l Trade), aff'd, 859 F.2d 915 (Fed. Cir. 1988).

# See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989).

 See e.g. United States Steel Group v, United States, Slip Op. 94-201 (Ct. Int'l Trade Dec. 30,
1994).

7 Furfuryl alcohol marketed by all world producers is a fungible commodity chemical. CR at II-5,
PR at II-5. Respondents have not argued that imports from China were unusable, or unsuitable for use
in the same end uses as domestic furfuryl alcohol or subject imports from other sources.
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product.”’ Respondents also allege that the Chinese product does not compete with other
subject imports because of captive consumption of ***”2 The parties did not dispute that
subject imports and the domestic product compete or that South African and Thai imports
compete with one another.”®

The majority of producer and importer questionnaire responses reported that quality
differences between the U.S. produced and imported Chinese, South African, and Thai
furfuryl alcohol are not significant.”* Moreover, 11 of the 12 responding purchasers reported

no significant differences among the furfuryl alcohol that they purchased from various
suppliers.”

The record indicates that both the domestic and imported products compete directly for
sales in the same geographic markets.” Seven of 10 responding purchasers reported that
there were no suppliers from which their firms would not purchase furfuryl alcohol because
of inferior quality or other reasons.”” Moreover, respondents’' argument that Chinese product
does not compete with other subject imports due to captive consumption *** is incorrect.
There has been an overlap of competition for *** between Chinese and South African imports

in 1994, and between the domestic product and those subject imports in 1993.”® Moreover,***
79 %% 80

The domestic and imported products share similar channels of distribution since sales are
made almost exclusively to end users, almost all of which are producers of foundry resins.*
Both the domestic and the imported product from South Africa were present in the market

7' Respondents' (China) Posthearing Brief at 9 and 10; Respondent's (South Africa) Posthearing

Brief at 7 and 8; Respondents' (Thailand) Postconference Brief at 7 and 8. Compare Petitioner's
Prehearing Brief at 9-12.

7 Respondents' (China) Posthearing Brief at 10; Respondent’s (South Africa) Posthearing Brief at
8.

7 See generally, Respondents' Briefs and Preliminary Conference Transcript at 80 and 81.
7 CRat II-55, PR at II-35. *** Jd. *** CR at II-55, n.68, PR at II-35, n.68.

7 CR at II-55, PR at II-35. In comparing the domestic product to subject imports, purchasers
responded by country as follows: ** Id.

7 CR at II-52 and II-53, PR at 1I-34. Of the 14 purchasers responding to the Commission
questionnaires, 11 indicated that they had purchased from *** CR at II-52, n.59, PR at II-52, n.59.
Given the concentrated nature of the furfuryl alcohol market, purchasers are able to solicit price
quotations from virtually all of the suppliers to the furfuryl alcohol market and make their decisions
based on the quotes received. CRat II-53, PR at II-53; see also Purchasers' Questionnaire responses to
question IV.11.

77 »»+ CR at II-55 and II-56, PR at II-35.

78 CR atII-54, PR at I1-34. In 1994, ***. In 1993, *** Prior to 1993, *** Id.
7 In 1994, *** CR at II-53 and n.64, PR at [I-34 and n.64.

8 CR at II-54, PRat I1-34. *** Id.

8 CRat[I-19 and [I-53, PR at [I-15 and II-34. The bulk of furfuryl alcohol is sold to a very limited
number of users (fewer than 20) with *** accounting for *** of total furfuryl alcohol purchases in 1994.
CR at I1-19, PR at II-15.
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throughout the period of investigation.? Imports of furfuryl alcohol from China and
Thailand, while *** were consistently present in the U.S. market *** for China and the *** for
Thailand.®

For the above reasons, we find that there is a reasonable overlap of competition among
subject imports from China, South Africa and Thailand, as well as between subject imports
and the domestic like product.

B.  Negligiblel Excepti

The Act provides that the Commission is not required to cumulate imports from a
particular country if it determines that imports of the subject merchandise from that country
"are negligible and have no discernable adverse impact on the domestic industry."**

None of the parties offered any argument regarding negligibility, nor do the facts warrant
a negligibility finding for imports from any of the three countries subject to investigation.
In 1994, the market shares and absolute volumes and values of imports from China, South
Africa and Thailand were at levels well above those that the Commission has considered to
be negligible in prior investigations.* Imports from China, South Africa and Thailand were
not isolated and sporadic and were present in the U.S. market for most of the period of
investigation.* Subject imports were sold throughout the United States, as was the domestic
product¥ Accordingly, we find that neither the imports from China, the imports from South
Africa, nor the imports from Thailand are negligible.

In view of the above, we determine to assess cumulatively the volume and price effects
of imports from China, South Africa and Thailand.

IV. MATERIAL INJURY BY REASON OF LTEV IMPORTS
In final antidumping duty investigations, the Commission determines whether an

industry in the United States is materially injured by reason of the imports subject to
investigation that Commerce has determined to be sold at LTFV.* In making this

& Tables 18 and 19, CR at II-59 and 11-62, PR at I1-37 and II-38.
& Tables 18 and 19, CR at II-59 and 1I-62, PR at II-37 and 1I-38.
8 19 U.S.C. §1677(7)(C)(v).

% Table 17, CR at I1-49, PR at II-32. Imports of furfuryl alcohol from China, as a share of the
quantity of USS. consumption, were *** in 1992, *** in 1993, and *** in 1994. Imports of furfuryl alcohol
from South Africa, as a share of the quantity of U.S. consumption, were *** in 1992, *** in 1993, and ***
in 1994. Imports of furfuryl alcohol from Thailand, as a share of the quantity of U.S. consumption,
were *** in 1992, *** in 1993, and *** in 1994. Id.

% CR at II-18 and II-19; Tables 18 and 19, CR at II-59 and II-62, PR at I-37 and II-38.
¥ CRatII-18, [I-19, and II-53, PR at 1I-14, 1I-15, and 1I-33.

8 19 US.C. § 1673d(b). The statute defines "material injury” as "harm which is not
(continued...)
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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 domestic industry other than the LTFV imports, it is not to
weigh causes.” *! % %

%(...continued)
inconsequential, immaterial or unimportant.” 19 U.S.C. § 1677(7)(A).

¥ 19 US.C. § 1677(7)(B)(i). The Commission "may consider such other economic factors as are
relevant to the determination” but shall “identify each [such] factor .. .and explain in full its relevance
to the determination.” 19 U.S.C. § 1677(7)(B).

* See, e.g., Citrosuco Paulista. S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int'l Trade 1988).
Alternative causes may include the following:

[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 Clinker from France, Inv. No. 731-TA-645 (Final), USITC Pub.
2772 at I-14 n.68 (May 1994).

% Commissioner Rohr and Commissioner Newquist further note that the Commission need not
determine that imports are "the principal, a substantial, or a significant cause of material injury.” S.
Rep. No. 249, at 57, 74. Rather, a finding that imports are a cause of material injury is sufficient. See
e.g., Metallverken Nederland B.V. v. United States, 728 F. Supp. 730, 741 (CIT 1989); Citrosuco
Paulista, 704 F. Supp. at 1101.

% Commissioner Crawford notes that the statute requires that the Commission determine whether
a domestic industry is "materially injured by reason of" the
LTFV imports. She finds that the clear meaning of the statute is to require a determmatlon of whether
the domestic industry is materially injured by reason of LTEV imports, not by reason of 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, 96th Cong., 1st Sess. 46-47 (1979). The Commission is not to determine if the 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).
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For the reasons discussed below, we find that the domestic industry producing furfuryl

alcohol is materially injured by reason of cumulated LTFV imports from China and South
Africa.

A. Volume of Imports

The volume and market share of cumulated subject imports increased substantially
throughout the period of investigation.” Increases in the volume of cumulated imports
significantly outpaced the increase in demand for furfuryl alcohol.”® Thus, cumulated
imports captured a substantially increasing share of the US. market by quantity and by value
over the period of investigation, primarily at the expense of the domestic industry.*

Based on the foregoing, we conclude that the volume of cumulated subject imports and
their market share, as well as the increases in those imports, are significant.

B. Price Effects of Imports

Evidence on the record indicates that subject imports and the domestic like product are
generally interchangeable and serve as good substitutes.” Producers, importers, and
purchasers generally considered the domestic product and the subject imports to be
comparable with regard to most factors, such as product quality and availability.*®

Price, therefore, is an important factor in the purchasing decisions for this fungible
commodity. More than two-thirds of the purchasers responding to the Commission's

questionnaire ranked pnce as one of the three most important factors in thelr furfuryl alcohol
purchasing decisions.”

% Subject imports of furfuryl alcohol by quantity were *** pounds in 1992, *** pounds in 1993, and
13.52 million pounds in 1994. Increases in subject imports of furfuryl alcohol by value followed a
similar overall trend. Table 16, CR at [1-44, PR at I1-29.

% Apparent U.S. consumption by quantity ***. Table A-1, CR at A-3, PR at A-3 In contrast,
cumulated imports of furfuryl alcohol by quantity ***.

% The market share held by cumulated subject 1mports by quantity was: ***in 1992; *** in 1993;
and *** in 1994. Market share by value for subject
imports was: *** in 1992;*** in 1993; and *** in 1994. Table 17, CR at II-49, PR at [I-32. The U.S. market
share held by the domestic industry, by quantity, was: *** in 1992; *** in 1993; and *** in 1994. The
domestic industry's market share by value was: *** in 1992; *** in 1993; and *** in 1994. Non-subject
imports by quantity accounted for a minor share of the market, ranging from *** in 1994. Tables 1 and
D-2,CR at II-13 and D-4, PR at II-11 and D-3.

¥ CRat II-5, PR at II-5; EC-5-059 at 33.

% CRat II-55 - [I-57, PR at I-35 and II-36.

% EC-5-059 at 19. *** purchasers responding to the Commission's questionnaire ranked price as
one of the three most important factors in their furfuryl alcohol purchasing decisions, with ***
respondents ranking price as the second most important factor. Quality was ranked the most
important factor by the largest number of purchasers, ***. Eleven of the 12 responding purchasers,
however, reported that there were no significant differences among the furfuryl alcohol that they

(continued...)
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The small number of suppliers of furfuryl alcohol (one domestic producer and three
primary foreign suppliers) allows purchasers to solicit price quotations from all suppliers and
in some cases negotiate for better prices after initial quotations have been received.'®
Moreover, while contracts usually are one year in duration, ***.'* Thus, for the major
purchasers that buy large volumes annually, a price differential of as little as one cent per
pound can affect their purchasing decisions.'®

The pricing information in the record demonstrates that cumulated subject imports have
suppressed or depressed prices in the domestic industry to a significant degree. Prices of
both the subject imports and the domestic product generally declined over the period of
investigation.!® % The domestic industry's ***% supporting petitioner's contention that it
was forced to reduce prices as a defensive measure to retain market share.!” Further

supporting this argument is the fact that prices for the domestic product and subject imports
generally were within a narrow range.'”

® i ( . . . c o n t i n u e d )
purchased from various suppliers. CR at II-55, PR at II-35.

% CR at II-53, PR at I1-34.

% CRat II-52, PR at [I-34. According to ***. Id. According to the *** Id. at n.61.
12 CR atII-53, PR at I1-34.

'® Weighted-average prices reported by purchasers for subject imports from China, South Africa,
and Thailand were ***, respectively, in the fourth quarter of 1994 than in their first quarter in the U.S.
market during the period of investigation. Table 19, CR at II-62, PR at II-38. Weighted-average prices
reported by producers and importers for subject imports from South Africa and Thailand were ***, in
the fourth quarter of 1994 compared to their first quarter in the U.S. market. Table 18, CR at II-59, PR
at I1-37.

Weighted-average prices for the domestic product reported by purchasers and by the U.S.

producer were ***, respectively in the fourth quarter of 1994 than in the first quarter of 1992. CRat II-
57 and 11-61, PR at I1-38.

% While prices for furfural, the primary raw material for production of furfuryl alcohol, also
declined -over the period of investigation, evidence in the record demonstrates that the decline in
furfural prices was outpaced by the rate of decline in domestic prices of furfuryl alcohol. Prices for
domestically-produced furfuryl alcohol declined annually by *** from 1992 to 1994 based on U.S.
producer and purchasers' questionnaire responses, respectively. Tables 18 and 19, CR at II-59 and II-
62, PR at [I-37 and II-38. Furfural prices *** for the same period. Figure 9, CR at II-66, PR at II-39.

'® Tables 18 and 19, CR at II-59 and II-62, PR at [I-37 and I1-38. We note that most of the volume
effect of the cumulated imports was from 1992 to 1993, whereas the price effect of the subject imports
was primarily from 1993 to 1994, as the domestic industry attempted to meet import pricing.

1% Petitioner's Prehearing Brief at 17 and 18. Petitioner contends that it "had no alternative but

to take such action in an attempt *** to prevent the further loss of market share to the subject imports.”
Id.at18.

197 Tables 18 and 19, CR at II-59 and I1-62, PR at II-37 and II-38.
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The record also indicates that the domestic industry was not able to raise prices
commensurate with increases in production costs during the period of investigation. In fact,
unit sales values for domestic furfuryl alcohol decreased while unit cost of goods sold
increased for the 1992-1994 period.!®®

While the evidence is mixed regarding the underselling of the domestic product by the
subject imports, it provides further support for our finding of adverse price effects by the
subject imports.” ' Moreover, unit values for subject imports were consistently *** than the
unit values for the domestic product over the period of investigation.!"' Declines in unit
values for subject imports also outpaced declines in domestic unit values throughout the
period of investigation."? Given the importance of price to purchasers'” and the lowering
of price by QO to meet import competition, we find that the evidence of underselling
supports a finding that subject imports have depressed or suppressed prices in the domestic
industry to a significant degree."*

Evidence of lost sales and lost revenues confirms that purchasers shifted from domestic
product to subject imports and that price played a role in their decisions to switch sources
of supply."”® ** Non-price factors such as a desire to seek alternative sources of supply and
cross-marketing relationships also may have played a role in some of their purchasing
decisions."” However, given the importance of price to purchasers, the decline in prices for
the domestic product and subject imports, and the evidence of underselling by subject

1% The domestic industry's unit sales value decreased by *** for the same period. Table A-1, CR
at A-5, PR at A-5.

1% Tables 18 and 19, CR at II-59 and II-62, PR at 1I-37 and II-38. Responses to purchasers
questionnaires showed underselling by subject imports in *** where price comparisons between subject
imports and domestic product were possible. Table 19, CR at II-62, PR at II-38. Responses to U.S.
producer and importers questionnaires showed underselling by subject imports in *** where price
comparisons were possible. Table 18, CR at II-59, PR at II-37. The margins of underselling ranged
between ***. Tables 18 and 19, CRat II-59 and 1I-62, PR at II-37 and II-38. See Florex v, United States,
705 F. Supp. 582, 593 (Ct. Int'l Trade 1989).

10 Commissioner Crawford rarely gives much weight to evidence of underselling since it usually
reflects some combination of differences in quality, other nonprice factors, or fluctuations in the market
during the period in which price comparisons were sought.

M The subject imports' unit values decreased from *** in 1992 to *** in 1994. The domestic
industry's unit values decreased from *** in 1992 to *** in 1994. Table A-1, CRat A-4, PRat A-4.

12 The subject imports' unit values *** from 1992 to 1994 whereas the domestic industry's unit
values *** for the same period. Table A-1, CR at A-4, PR at A-4.

113 See conditions of competition discussion supra.

™ We note that many of the instances of underselling involve ***. See Tables 18 and 19, CR at II-
59 and 11-62, PR at II-37 and II-38.

1S CR at I1-68 - [1-70, PR at I140. *** CRat II-68, PR at II-40. *** CR at II-69, PR at II-40.

¢ Commissioner Crawford does not rely on anecdotal evidence of lost sales and revenues
showing that competition from the subject imports caused domestic producers to lose particular sales
or forced them to reduce their prices on other sales in reaching her determinations.

17 CR at II-68 - II-70, PR at II-40. See Respondent's (South Africa) Prehearing Brief at 1;
Respondents’ (China) Posthearing Brief at 6.

FURFURYL ALCOHOL FROM CHINA AND SOUTH AFRICA I-19



imports, we conclude that the prices of the subject imports have had a significant depressing
or suppressing effect on the prices of domestic furfuryl alcohol."*®

8 To evaluate the effects of the dumping on domestic prices, Commissioner Crawford compares
domestic prices that existed when the imports were dumped with what domestic prices would have
been if the imports had been fairly traded. In most cases, if the subject imports had not been traded
unfairly, their prices in the U.S. market would have increased. In these investigations, if subject
imports had been fairly traded, the price of Chinese product would have increased significantly and
imports from China likely would have been substantially priced out of the market. Imports from South
Africa and Thailand, however, would not have increased significantly in price. It is likely that a
significant portion of imports from South Africa and Thailand still would have been sold in the U.S.
market at fairly traded prices. The ability of QO to have raised prices under these circumstances
depends on competitive conditions in the market for furfuryl alcohol involving both supply and
demand side considerations.

A significant factor in determining what the effects of higher subject import prices would have
been on domestic prices is the overall demand elasticity for furfuryl alcohol in the U.S. market. This
elasticity is determined primarily by the availability of alternative products and the share of
downstream product cost that furfuryl alcohol represents. As noted above, there are no substitutes for
furfuryl alcohol in the production of furan resins. There are alternative resins that compete with furan
resins. The record shows, however, that the demand for furan resins has increased and that furan and
phenolic resin prices have been relatively constant over the period of investigation . Also, although
furfuryl alcohol accounts for a significant portion of the final product cost of furan resins, furan resins
account for a minor portion of the cost of producing foundry castings. When the price of an input is
a small part of the cost of the total product cost, changes in the price of the input are less likely to alter
demand for the downstream product, and by extension, for the input product. On balance, the
evidence indicates that the furfuryl alcohol market is characterized by a relatively low elasticity of
demand. That is, purchasers will not change their consumption as rapidly, in response to changes in
price.

Even in a market characterized by relatively low demand elasticity, the composition of overall
demand can be sensitive to the relative prices of the alternative sources of the product. If subject
imports had been fairly priced, they would have become more expensive relative to domestic products
and nonsubject imports. In such case, there would have been a shift in the composition in demand
toward the relatively cheaper products. The magnitude of this shift depends on the substitutability of
subject imports for products from alternative sources. Because subject imports and the domestic
product are reasonably good substitutes, it is likely that a significant portion of total subject imports,
primarily imports from China, would not have been sold in the domestic market. Many purchasers,
primarily purchasers of imports from China, that were unwilling to pay higher prices for the subject
imports would have switched to the relatively less expensive domestic product. Some purchasers also
would have sought to switch to relatively less expensive nonsubject imports. Nonsubject imports,
however, had a limited presence in the market over the period of investigation, and there is no
information to suggest that they would have increased significantly if subject imports had been priced
fairly. Therefore, it is likely that if subject imports had been fairly priced, a significant portion of the
demand for subject imports would have shifted to the relatively cheaper domestic product.

The low demand elasticity and the shift in demand to the domestic product suggest that QO, the
sole domestic producer, could have increased prices if subject imports had been fairly priced. Whether
QO would have been able to increase prices if subject imports had been priced fairly is also affected
by supply side considerations, including the amount of QO's available production capacity and
inventories, and the level of competition in the market. QO's available production capacity was more
than double the quantity of subject imports. QO also maintained significant inventories of furfuryl
alcohol that could have been used to meet increased demand for the domestic product. Also, as noted
above, the low margins for South Africa and Thailand
indicate that significant quantities of those imports still would have entered the U.S. market at fairly

(continued...)
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C. Impact of Imports on the Domestic Industry

Finally, we consider the impact of subject imports on the domestic industry producing
furfuryl alcohol. In this case, we find that the large and increasing volume and market share
of the subject imports have had an adverse impact on the domestic industry. As discussed
earlier, subject imports captured an increasing and substantial share of the U.S. market at the
expense of the domestic industry. Moreover, declining domestic and import prices and
underselling by subject imports over the period of investigation indicate that the subject
imports have depressed or suppressed domestic prices to a significant degree.'”’

The impact of the subject imports on the domestic industry is demonstrated by the
declines in all key domestic industry indicators.”® Despite increases in U.S. demand for
furfuryl alcohol, the domestic industry's U.S. shipments of furfuryl alcohol declined
significantly from 1992 to 1994.”' The financial performance indicators for the industry also
declined substantially from 1992 to 1994. The domestic industry reported declining profits
and operating income throughout this period, with ***. Moreover, there is a correlation
between the substantial increase in subject imports from 1992 to 1993 and the decline in
domestic shipments for the same period. These events resulted in a decrease in domestic
production for the 1993-1994 period which, due to high fixed costs of this industry,'*
increased production costs at the same time that the domestic industry was forced to lower
prices to prevent further volume losses. These factors caused further deterioration of the
financial condition of the industry for the 1993-1994 period.”®

118(...continued)

traded prices. Petitioner's substantial excess production capacity and inventories, the significant
volume of subject imports that would have continued to enter the market, and the presence of
nonsubject imports together indicate that QO would not have been able to exercise monopoly pricing
power if subject imports had been fairly traded. QO, however, likely would have been able to sustain
a limited price increase, but only within a range competitive to the fairly traded prices for imports from
South Africa and Thailand. Accordingly, Commissioner Crawford finds that subject imports did not
have significant price effects on the domestic industry.

19 CRat [I-57 and II-61, PR at II-36 and 1I-38.

2 Data referred to in this paragraph are summarized in Table A-1, CRat A-3 - A-5, PRat A-3 -
A-5.
1 Apparent U.S. consumption by quantity increased by *** from 1992 to 1994. Table A-1,CR at

A-3,PRat A-3. In contrast, the domestic industry's U.S. shipments by quantity decreased by *** from
1992 to 1994. Table D-2, CR at D-4, PR at D-3.

2 CR at II-28, PR at II-. See also Hearing Transcript at 51; Petitioner's Posthearing Brief at 4.

2 In her analysis of material injury by reason of subject imports, Commissioner Crawford
evaluates the impact on the domestic industry by comparing the state of the industry when the imports
were dumped with what the state of the industry would have been had imports been fairly traded. In
assessing the impact of subject imports on the domestic industry, she considers, among other relevant
factors, output, sales, inventories, capacity utilization, market share, 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.

(continued...)
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CONCLUSION

For the foregoing reasons, we determine that the domestic furfuryl alcohol industry is
materially injured by reason of cumulated LTFV imports from China and South Africa.

'2(_..continued)

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.

As she noted earlier, Commissioner Crawford finds that if the subject imports had been fairly
priced, it is likely that a significant portion of total subject imports, primarily imports from China,
would not have been sold in the domestic market. Substantially all of the demand formerly supplied
by subject imports would have been captured by QO. QO had ample unused production capacity and
inventories and would have been able to increase significantly the quantity of its production and sales,
and thus its revenues. This increase in sales standing alone, or combined with the limited price
increase that QO could have sustained, clearly would have significantly increased QO's revenues, and
thus QO would have been materially better off if the subject imports had been fairly traded.
Accordingly, Commissioner Crawford concludes that the domestic furfuryl alcohol industry is
materially injured by reason of cumulated LTFV imports from China and South Africa.
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INTRODUCTION

These investigations result from a petition filed on May 31, 1994, by counsel on
behalf of QO, West Lafayette, IN, alleging that an industry in the United States is
materially injured, and threatened with material injury, by reason of LTFV imports of
furfuryl alcohol' from China, South Africa, and Thailand. Information relating to the
background of the investigations is provided below:

Date Action

May 31, 1994......ccorirerirerceeereeneees Petition filed at the Commission and Commerce;
institution of Commission preliminary investigations
June 27,1994...........oeeeeeeeeeeeeeeene Commerce’s notices of initiation (69 FR 32953)
July 27, 1994 ..ot Commission’s affirmative preliminary determinations
(59 FR 38201)
December 16, 1994...............cooeervieneeees Commerce's affirmative preliminary determinations:
- China (59 FR 65009)
- South Africa (59 FR 65012)

Commerce’s negative preliminary determination:
- Thailand (59 FR 65014)
January 19, 1996..........coovrrreerrcrreieee Commission’s institution of final investigations:
- China (60 FR 3874)
- South Africa (60 FR 3874)
May 3, 1995, Commission’s hearing on imports from China
and South Africa
May 8, 1995.......coo ettt Commerce’s affirmative final determinations:
- China (60 FR 22544)
- South Africa (60 FR 22550)
- Thailand (60 FR 22557)
May 24, 1995..........oeicerece Commission’s institution of final investigation:
- Thailand (60 FR 27554)
- South Africa (60 FR 3874)
....... Commission’s affirmative final determinations on
China and South Africa
June 14, 1995..........coorirrreeeeeceee Commission’s notification of China and South Africa
determinations to Commerce
July 11,1995 ... Scheduled date of Commission’s vote on Thailand
July 18, 1995 ... Commission’s notification of Thailand determination
to Commerce

June 6, 1995..............cceenen.ee.

! Furfuryl alcohol (C,H,OCH,0H), also called furyl carbinol, is a primary alcohol that is
colorless or pale yellow in appearance. It is used in the manufacture of resins and as a wetting
agent and solvent for coating resins, nitrocellulose, cellulose acetate, and other soluble dyes. It
is classifiable under subheading 2932.13.00 of the HTS. The chemical has an assigned Chemical
Abstracts Service registry number of CAS 98-00-0.
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A summary of the data collected in these investigations is presented in appendix
A. Copies of Federal Register notices are presented in appendix B. A list of participants
at the hearing regarding China and South Africa, held on May 3, 1995, is presented in
appendix C.

THE PRODUCT
Description

Furfuryl alcohol (also known as furyl carbinol, 2-hydroxymethylfuran, and 2-
furanmethanol) is a colorless to light-yellow, mobile liquid which, upon exposure to
light and air, becomes brown to dark-red. The chemical has an assigned Chemical
Abstracts Service registry number of CAS 98-00-0. Furfuryl alcohol solidifies (freezes) at
-14.63 °C or approximately 6 °F and, at a pressure of 1 atmosphere (equivalent to 14.7
pounds per square inch), boils at a temperature of 170 °C, or 338 °E’ Chemically, the
properties of furfuryl alcohol are typical of all alcohols. Furfuryl alcohol can be
chemically combined with organic acids to form esters, dehydrated or reacted with
certain other organic chemicals to form ethers, or oxidized (i.e., combined with oxygen)
to form an aldehyde or acid.

Manufacturing Processes

Furfuryl alcohol is produced by the addition of hydrogen to the precursor
chemical, furfural,’ using a suitable catalyst. Two commercial methods of producing
furfuryl alcohol are currently in use and are based on either a vapor phase process or a

? The freezing and boiling point characteristics of furfuryl alcohol pertain to a purified
form of the chemical. The commercial grade may exhibit slightly different physical properties.

® Furfural is produced by combining agricultural by-products such as corncobs, the hulls
from oats, rice, and cottonseed, sugarcane bagasse, or other biomass, with an acid in a reaction
vessel. The combined material is treated with steam and the crude furfural collected and
subsequently purified by distillation. The acid used is generally a mineral acid (e.g.,
hydrochloric or sulfuric acid), but at least one process has been patented which uses acetic acid
generated naturally by steam heating the biomass to convert the sugars in the biomass to
furfural.

Furfural is used as the feedstock for the production of another intermediate chemical,
tetrahydrofuran. In addition, furfural is used in the production of specialty lubricants and as an
extraction solvent in the recovery of the primary petrochemical butadiene. Furfural can also be
used as a viscosity modifier for certain phenolic molding resins and as an intermediate chemical
in the production of pharmaceutical, pesticide, and flavor and fragrance chemicals.

According to petitioner, approximately 37 percent of the furfural produced in the
United States is used to make furfuryl alcohol. Petition, p. 2, fn. 1.
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liquid phase process.’ Regardless of the method used, the final product marketed by all

world producers is a fungible commodity chemical with about a 98 percent furfuryl
alcohol content.

Vapor Phase Method

The vapor phase method is a continuous production process. With the
exception of Chinese producers, this method is used by all of the principal
manufacturers of furfuryl alcohol worldwide. Various processes have been developed
and patented based on this method; however all of these processes are essentially
similar in their chemistry. In this method, the furfural feedstock is preheated to convert
it to a vapor. This vapor and a stream of hydrogen gas are mixed and passed through a
tubular reactor containing some form of a copper catalyst. As the heated stream of
feedstock material contacts the catalyst, furfural is chemically converted to furfuryl
alcohol. The vapor exiting the reactor is condensed and the crude furfuryl alcohol is
fractionally distilled to yield furfuryl alcohol with the desired level of purity.

QO and Illovo, the South African producer, are both back-integrated to the
production of furfural from biomass and hydrogen from either methanol, natural gas, or
natural gas products. These two producers obtain hydrogen either by production from
natural gas or natural gas products (QO) or from methanol (Illovo) or by open-market
purchases.

Liquid Phase Method

In this method, used by the Chinese producers, a xS

‘ An extensive explanation of the liquid phase and vapor phase production methods and
the nature of the catalysts used for the production of furfuryl alcohol is presented in Exhibit 11
of the petition. The information presented in this exhibit is similar to information generally
available in publications such as the Kirk-Othmer Encyclopedia of Chemical Technology, published
by John Wiley and Sons, New York.

® Petition, Exhibit 12, p. 3.
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Comparison of Methods of Production

According to information provided by the petitioner and from other sources, the
continuous vapor phase technology has certain advantages over the older liquid phase
method. The vapor phase process allows the chemical conversion of furfural to furfuryl
alcohol to proceed at lower temperatures and pressures than the liquid phase method.
The lower temperatures reduce the quantity of undesirable by-products formed,
yielding a higher grade crude furfuryl alcohol and consuming less furfural feedstock
per pound of furfuryl alcohol produced. According to one source, 0.98 pound of
furfural is consumed to produce one pound of furfuryl alcohol.’ In addition, lower
temperatures provide a longer useful lifetime for the catalyst employed by minimizing
the deposition of insoluble materials on the catalyst surface.

Uses

The principal use of furfuryl alcohol is as a monomer’ in the production of furan
resins. Furan resins account for more than 90 percent of the annual domestic
consumption of furfuryl alcohol. These resins are heat-stable and resistant to acid,
alkali, and petroleum solvents. Furfuryl alcohol reacts readily in the presence of an acid
catalyst to form furan resins. The reaction is spontaneous and exothermic (i.e., heat is
liberated), so care must be exercised to maintain the temperature of the reaction within
acceptable limits in order to form a polymer with the desired characteristics. In addition
to the production of furan resins, furfuryl alcohol is used as a component in copolymer
resins, fiber-reinforced plastics, low fire-hazard foams, and corrosion-resistant cements;
as an intermediate chemical in the production of flavor and fragrance chemicals and
pharmaceutical and pesticide products; and as a specialty solvent. No other chemicals
compete with furfuryl alcohol when used to produce furan resins’ or as an intermediate
in the production of other specific chemicals.

® Chemical Conversion Factors and Yields, Commercial and Theoretical, second edition,
Chemical Information Services, Stanford Research Institute, Menlo Park, CA, 1977.

” A monomer is the smallest repeating molecular unit comprising the long chain of a

polymeric chemical. For example, styrene is the monomer for polystyrene and vinyl chloride is
the monomer for polyvinyl chloride.

* However, other resins compete with furan resins in certain foundry uses.
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Furan Resins

Furan resins are used in ferrous and nonferrous foundry casting methods, in the
production of reinforced plastics products and foams, as binders for corrosion-resistant
mortars and cements, and either alone or as a component of copolymer resins used as
binders for abrasive wheels and paper products. The major use for furfuryl alcohol-
based furan resins is as a binder for sand cores used in the foundry industry. Furan no-
bake resins are prominent in the foundry industry because the setting of the resins to
form a stable, heat-resistant sand core occurs without the application of external heat,
making the process energy efficient. Three types of furan no-bake resins are used
commercially; namely, hot-box resins, warm-box resins, and cold-box resins.

Hot-box Resins

Hot-box resins, used in both ferrous and nonferrous foundries, are formed by
mixing a furan resin and a mineral acid catalyst with dry sand. The mixture is blown
into a heated metal box containing a cavity with the shape of the desired core. After the
surface of the sand mass hardens (taking only seconds) and cures sufficiently, the core is
removed from the box. This method provides cores with excellent dimensional

accuracy and mechanical strength. The hot-box process is, however, being replaced by
lower energy-intensive techniques.

Warm-box Resins

Warm-box resin systems are similar to the hot-box systems in core production
rate, however they have the advantage of lower energy use and lower chemicals
emissions during formation and setting. The warm-box systems are based on a
modified furan resin using the chemical 2,5-bis(thydroxymethyl)furan, which is
produced from furfuryl alcohol.

Cold-box Resins

The cold-curing preparations using furan resins offer the advantages of low
energy utilization, rapid core production, and high reproducibility of dimensionally
accurate cores. This system uses sand mixed with furan resin and a peroxide. The
mixture does not set until gassed with sulfur dioxide, making its preparation much
simpler than hot- and warm-box resins that begin setting immediately. In addition, core
boxes may be made of less costly materials such as plastic and wood; however, metal
boxes may also be used.
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Fiber-reinforced Plastic

Furfuryl alcohol thermosetting resins reinforced with fiberglass produce plastics
that are resistant to corrosion and heat distortion. Additional advantages of these
plastics are the properties of low flame spread and low smoke emission characteristic of
all furan resins. All of these properties favor the selection of furan-based fiber-
reinforced plastics in the production of corrosion-resistant equipment for industrial
applications such as pipes, tanks, reaction vessels, vats, ducts, scrubbers, and stacks.
Furan fiber-reinforced plastics are recommended for equipment used in chemical
processes using highly corrosive reactants.

Low Fire-hazard Foams

Foamed plastic insulation incorporating furan resins shows low hazard behavior
under the influence of fire; that is, such foams do not ignite readily and need no
additional flame retardants. The foams reduce the surface spread of flames and have no
flash-over tendency.’

Corrosion-resistant Cements

One of the oldest uses for furan resins is in the jointing of bricks and masonry.
Mortars and grouts formulated using furan resins are used for setting brick linings in

structures exposed to corrosive materials such as concentrated acid or alkali cleaning
solutions.

Other Uses

Furfuryl alcohol can also be used as a specialty solvent in paint strippers and
biocides, and as an intermediate chemical in the production of tetrahydrofurfuryl
alcohol, flavor and fragrance chemicals, and pharmaceutical and pesticide products.
Certain esters of furfuryl alcohol are used as plasticizers.

* Flash-over results from the explosive ignition of vapors released by a material when
heated to high temperatures during a fire.
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U.S. Tariff Treatment

Furfuryl alcohol enters the United States under subheading 2932.13.00 of the
HTS." Imports of furfuryl alcohol from South Africa and Thailand are currently eligible
for duty-free entry under the GSP. Imports of furfuryl alcohol from China are subject to
the 3.7 percent ad valorem most-favored-nation rate of duty, like imports from South
Africa entered prior to May 10, 1994," and those for which GSP eligibility is not
established.

NATURE AND EXTENT OF SALES AT LTFV

On May 8, 1995, Commerce published in the Federal Register notice of its final
LTFV determinations regarding imports of furfuryl alcohol from China, South Africa,
and Thailand.

China

Commerce determined that imports of furfuryl alcohol from China are being, or
are likely to be, sold in the United States at LTFV, as provided in section 735 of the Act.
The period of investigation was December 1, 1993, through May 31, 1994. The
weighted-average dumping margins for manufacturers, producers, and exporters in
China are as follows:

Manufacturer/producer/exporter Margin
(percent)
(o 1 4Te 1o =T T RO PP P PP PPP PRI 50.43
SINOChEeM SHANAONG ........cooeeiieieeiiriieeeceteeeeereereetesrarteree e e teere e s ee s sr s s ra s e s ses s snneceesenss 43.54
CRINA-WIAE ...t ceccee et eeeee et eeeseeeieeerae e aaseeessstnesessanesssssassssssasnnnmsnnasanssssassnss 45.27

¥ Tetrahydrofurfuryl alcohol is also classified under this subheading.

" Effective May 10, 1994, entries from South Africa became eligible for duty-free
treatment under the GSP.
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South Africa

Commerce determined that imports of furfuryl alcohol from South Africa are
being, or are likely to be, sold in the United States at LTFV. The period of investigation
was December 1, 1993, through May 31, 1994. The weighted-average dumping margins
for manufacturers, producers, and exporters in South Africa are as follows:

Manufacturer/producer/exporter Margin
(percent)
Movo Sugar LIMIed ...........couieiiemiiiiiiieicictetieecreerreceeeee e ireeeteteeeetee e st esaassrssssssssrnnnsnas 15.48
AlLORNEIS ...ttt e et e e e e s s ae e s e e e e s et e sent e cesnneeasanraneeaseeesbesassanseesnenen 15.48
Thailand

Commerce determined that imports of furfuryl alcohol from Thailand are being,
or are likely to be, sold in the United States at LTFV.” The period of investigation was
December 1, 1993, through May 31, 1994. The weighted-average dumping margins for
manufacturers, producers, and exporters in Thailand are as follows:

Manufacturer/producer/exporter Margin
(percent)

Indo-Rama Chemicals (Thailand) ............ccccooveeieumiemrimeiiirereeeeretre e s eereneeeseseenmnemennesens 5.94

ANLOTNEES ... eeeeceeeeeerrerreen et eeeesasesaaeeesesseeeeaeeaseesnesasnanessserenssssnssnsaesssasenses 5.94

' On Dec. 16, 1994, Commerce made a negative preliminary determination concerning
alleged sales at LTFV of imports from Thailand.
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THE U.S. MARKET

Apparent U.S. Consumption

Data on apparent consumption of furfuryl alcohol are presented in table 1 and
figure 1. In terms of quantity, total U.S. consumption increased by *** percent from 1992
to 1993 and by *** percent from 1993 to 1994. In terms of value, however, US.

consumption decreased—by *** percent from 1992 to 1993 and by *** percent from 1993
to 1994.

~ Table 1

Furfuryl alcohol: U.S. shipments of domestic product, U.S. imports, by sources, and apparent
U.S. consumption, 1992-94

(e

ltem 1992 1993 1994

Quantity (1,000 pounds)

i
i
i

Producers' U.S. shipments ...............
U.S. imports from--

1071111 T- LU b i b
South Affica ........ceeeeeveeecnreereenen, - il b
Thailand ..........ccceeeeeeeeeeeieeeeeeeeeeene. el iniad i
Subtotal..........cceeeirieeeeeeeneene o bl 13,521
Other sources.........ccccceeeeeevveeennnnnn.. 15 84 1,152
LI 1 | PO R nian Jininl 14,673
Apparent consumption................ e i il
Value (1,000 dollars)
Producers' U.S. shipments ............... e - bl
U.S. imports from-—
ChiNa ...ccoveereeeceeeeeceeceeereeeee e e e b
South AffiCa .....cceeeeeceeeecereeeeeee, bainn e bl
Thailand ......cccoeeeeeeeeeieieeereeeeens inia inin il
Subtotal........cccceveevieeeeieeeeeneee. hinia b 7137
Other sources...........ccceeeeeeeeeeeecennne 53 51 682
L1 | PO el el 7.819
Apparent consumption................ bl bl bl

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

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

QO

QO, a subsidiary of Great Lakes Chemical Corporation™ of West Lafayette, IN, is
presently the sole U.S. producer of furfuryl alcohol. Its manufacturing operations are
carried out at Memphis, TN, and Omaha, NE. QO serves the U.S. commercial market
for furfuryl alcohol exclusively with product manufactured at Omaha, while all furfuryl
alcohol manufactured in Mempbhis is consumed internally in the production of value-
added products.” In addition to furfuryl alcohol, QO is engaged in the manufacture
and marketing of furfural, the basic raw material used in the production of furfuryl
alcohol, as well as other furfural-based products. QO's furfural production takes place
at its Omaha plant as well as its Belle Glade, FL, operation. In addition to its production
facilities located in the United States, QO produces furfuryl alcohol for the European
market at its manufacturing facility located at Geel, Belgium.”

QO was originally operated by the Quaker Oats Company before being sold in a
leveraged buy-out in 1984. In 1986, Great Lakes Chemical Corporation purchased QO
for the publicly announced price of $121 million.

ARS

ARS, headquartered in Des Plaines, IL, produced furfuryl alcohol from June
1990 through November 1992. All of its production of furfuryl alcohol was done under
a toll arrangement with one of three companies, all of which were or are located in
Houston, TX. ***.'¢ s 17 xax 18 saa 19

" Great Lakes Chemical Corporation is a worldwide producer of performance
chemicals, water treatment chemicals, and petroleum additives; it also provides a variety of
specialized services and manufacturing processes. It has manufacturing facilities located in 13
states in the United States and 9 foreign countries.

M s
15 wun

16 pan

¥ Producer questionnaire of ARS, attachment to p. 21.
*1d.
¥ 1d.
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U.S. Importers

Questionnaires were mailed to seven companies identified during the
preliminary investigations as importing products under HTS item 2932.13.00.* All 7

firms responded to the Commission’s request for information. These companies are
listed below:™

Share of country’s
Importer Country of Origin 1992-94 imports

(percent)

1 wan

A discussion of the three primary importers of furfuryl alcohol from the subject
countries follows.

ARS

ARS accounted for *** percent of imports of furfuryl alcohol from China from
1992 through 1994. ARS began importing from China in small amounts a2

Harborchem

Harborchem, located in Cranford, NJ, is the other major importer of furfuryl
alcohol from China, as well as the exclusive importer of product from South Africa.
Harborchem is a privately held company specializing in the manufacture and sale,
import and export, and recovery of industrial chemicals. Harborchem accounted for ***
percent of total imports of furfuryl alcohol from China from 1992 through 1994.

® Tetrahydrofurfuryl alcohol is also entered under HTS subheading 2932.13.00.
Petitioner believes that other than itself, the only known producers of tetrahydrofurfuryl alcohol
are located in Brazil and Japan and are believed to produce exclusively for their domestic
markets. Further, petitioner notes that tetrahydrofurfuryl alcohol sells at prices "far in excess" of

those charged for furfuryl alcohol, probably in a range of 50 to 70 percent. Petition, p. 7, fn. 3,
and Conference TR, p. 32.

21 pan

22 pun
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Harborchem, which has been importing furfuryl alcohol from South Africa for 15
years,” began importing from China in 1993. From 1992 through 1994, *** percent of
Harborchem's imports came from South Africa, with the balance coming from China.

Indo-Rama

Indo-Rama, based in Oak Brook, IL, is the U.S. subsidiary of Indo-Rama
(Thailand), the only current producer of furfuryl alcohol in Thailand. ***. Indo-Rama
began importing furfuryl alcohol from Thailand in 1992.

Channels of Distribution

In the U.S. market, other than product internally consumed by QO, sales of
furfuryl alcohol are made almost exclusively to end users, almost all of which are
producers of foundry resins. The bulk of furfuryl alcohol is sold to a very limited
number of users (fewer than 20), with ***.

CONSIDERATION OF ALLEGED MATERIAL INJURY TO AN
INDUSTRY IN THE UNITED STATES

The Commission analyzes a number of factors in making injury
determinations.” Information on the volume and pricing of imports of the subject
merchandise is presented in the section of this report entitled "Consideration of the
Causal Relationship Between Imports of the Subject Merchandise and the Alleged
Material Injury." Information on the other factors specified is presented in this section
and (except as noted) is based on the questionnaire responses of two U.S. producers,
QO and ARS,” accounting for 100 percent of U.S. production of furfuryl alcohol during
the period 1992-94.

Aggregated U.S. industry data are presented in the body of this report.
Company-by-company data are presented in appendix D.

B According to Stephen Maybaum, President and CEO of Harborchem, his firm has
been allotted the same volume of product by Illovo every year for almost a decade. Further, he
states "The allotment is neither changed nor fixed with reference to price fluctuations. Even if
we wanted to we could not increase this allotment, because Illovo's production is sold out every
year." Conference TR, p. 41.

# See 19 USC §§ 1677(7)(B) and 1677(7)(C).

25 pan
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U.S. Capacity, Production, and Capacity Utilization

As indicated in table 2 and figure 2, average-of-period capacity *** from 1992
through 1994, to *** pounds. ***.

U.S. production dropped by *** percent from 1992 to 1994. Capacity utilization
fell from *** percent in 1992 to *** percent in 1994.

Table 2
Furfuryl alcohol: U.S. capacity, production, and capacity utilization, 1992-94

Figure 2
Furfuryl alcohol: U.S. average-of-period capacity, production, and capacity utilization, 1992-94

U.S. Producers’ Shipments

As shown in table 3 and figure 3, the quantity of U.S. shipments by U.S.
producers dropped by *** percent during 1992-94, as ***. The value of U.S. shipments
declined steadily from 1992 to 1994, falling by *** percent. The unit value of U.S.
shipments dropped from *** per pound in 1992 and 1993 to *** per pound in 1994.
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Table 3
Furfuryl alcohol: Shipments by U.S. producers, by types, 1992-94

Figure 3
Furfuryl alcohol: Shipments by U.S. producers, by types, 1992-94

U.S. Producers’ Inventories

End-of-period inventories are presented in table 4. Inventories increased from
** million pounds in 1992 to *** million pounds in 1993, then decreased to *** million
pounds in 1994, representing inventory-to-total shipments ratios of *** percent, ***
percent, and *** percent, respectively.

Table 4
Furfuryl alcohol: End-of-period inventories of U.S. producers, 1992-94
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Employment, Wages, and Productivity

QO's employment and productivity data are presented in table 5. The number
of production and related workers producing furfuryl alcohol, hours worked by those
workers, wages paid, and total compensation declined from 1992 to 1994, ***. Hourly
wages increased from 1992 to 1994 while hourly total compensation increased
irregularly during the same period, ***. QO reported that it placed ***. QO uses ***.

*H*

Table 5

Average number of total employees and production and related workers in U.S. establishments
wherein furfuryl alcohol is produced, hours worked, wages and total compensation paid to such
employees, and hourly wages, productivity, and unit production costs, by products, 1992-94

Financial Experience of U.S. Producers

QO, representing all U.S. production of furfuryl alcohol in 1994, supplied
financial data® on overall establishment operations” and operations on furfuryl
alcohol” QO's company transfers of furfuryl alcohol were re-valued at the average net
trade sales value (rather than cost) when recorded as a sale. The purpose is to present
the estimated profitability of furfuryl alcohol operations based on the total actual
shipments and total actual related costs.

Data for QO were verified by the Commission's staff. As a result of the
verification, QO made minor changes to the originally reported data for overall
establishment operations, shipments, and employment.

* QOrs fiscal yearend is **.

¥ The overall establishment operations include ***.
2 an
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Overall Establishment Operations

Income-and-loss data on the overall establishment operations of QO are shown
in table 6. Furfuryl alcohol accounted for approximately *** percent of the overall
establishment operations in 1994. Other products produced in the establishment
include furfural, tetrahydrofurfuryl alcohol, furan, tetrahydrofuran, Polymeg, Furcarb,
and specialty chemicals.

Table 6

Income-and-loss experience of QO on the overall operations of its U.S. establishments wherein
furfuryl alcohol is produced, fiscal years 1992-94

Operations on Furfuryl Alcohol

Income-and-loss data for QO's operations on furfuryl alcohol are shown in table
7 and figure 4. Net sales values and quantities decreased each year. The average unit
sales value, as shown in table 8, decreased in ***.

QO converts furfural to furfuryl alcohol in its plants located in Omaha and
Memphis, ***,” as shown in the following tabulation:

29wt
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Table 7

Income-and-loss experience of QO on its U.S. operations producing furfuryl alcohol, fiscal years
1992-94

Figure 4
Furfuryl alcohol: Operating income, COGS and SG&A, and net sales, 1992-94

Table 8

Income-and-loss experience (on a per-pound basis) of QO on its U.S. operations producing
furfuryl alcohol, fiscal years 1992-94

As shown, ****

30
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QO produces furfural, the raw material for furfuryl alcohol, at its Omaha and
Belle Glade, FL, plants. The Omaha and Memphis plants also both *** as shown in the
following tabulation (in dollars per pound, except as noted):

Item 1992 1993 1994
Produced furfural:
OMARE e e i e
Belle Glade ...........coeieveniiiirecceereeeeenrceeeeeeeee hainia b gl
iR,
."éz ------------ hajaind haniad baiaied
e ” - -
e
*’*‘ R Rk ik
e - - -
— - - -
Transfer value of furfural®® ............ooooevvreeeeean o e v

The value added for conversion and SG&A expenses as a percent of total costs
for QO are shown in the following tabulation (in dollars per pound, except as noted):

Investment in Productive Facilities and Return on Assets

Data on investment in productive facilities are shown in table 9.

" Table 9

31 an
32
B wan

H opan
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Value of assets of QO's U.S. operations producing furfuryl alcohol, fiscal years 1992-94

Capital Expenditures

The capital expenditures of QO are shown in table 10.

Table 10

Capital expenditures by QO on its U.S. operations producing furfuryl alcohol, fiscal years
1992-94

Research and Development Expenses

The research and development expenditures are shown in table 11.

Table 11

Research and development expenses by QO on its U.S. operations producing furfuryl alcohol,
fiscal years 1992-94
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Capital and Investment

The Commission requested the U.S. producers to describe any actual or
potential negative effects of imports of furfuryl alcohol from China, South Africa,
and/or Thailand on their growth, development and production efforts, investment, and
ability to raise capital (including efforts to develop a derivative or improved version of
their product). Comments from the companies are presented in appendix E.

CONSIDERATION OF THE QUESTION OF THREAT OF MATERIAL
INJURY TO AN INDUSTRY IN THE UNITED STATES

The Commission analyzes a number of factors in making threat
determinations.” Information on the volume, U.S. market penetration, and pricing of
imports of the subject merchandise is presented in the section of this report entitled
"Consideration of the Causal Relationship Between Imports of the Subject Merchandise
and the Alleged Material Injury." Information on the effects of imports of the subject
merchandise on U.S. producers' existing development and production efforts is
presented in the section entitled "Consideration of Alleged Material Injury to an
Industry in the United States." Available information on U.S. inventories of the subject
products; foreign producers' operations, including the potential for "product-shifting;"
and any other threat indicators, if applicable; follows.

U.S. Importers’ Inventories

Importers' inventory data are presented in table 12. Of the importers of product
from China, *** reported inventories totaling *** pounds on December 31, 1993, and ***
pounds on December 31, 1994. *** also reported inventories of South African product of
** pounds on December 31, 1992, *** pounds on December 31, 1993, and *** pounds on
December 31, 1994. *** reported inventories of *** pounds of product from Thailand in
1992, and *** inventories in 1993 or 1994.

% See 19 USC § 1677(7)G).
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Table 12
Furfuryl alcohol: End-of-period inventories of U.S. importers, by sources, 1992-94

U.S. Importers” Current Orders

*nt 36

Ability of Foreign Producers to Generate Exports and the Availability of
Export Markets Other Than the United States

The Commission requested certain information from counsel for the South
African producer,” counsel for the Chinese producers/exporters,” and directly from the
Thai producer.” The information below was supplied in the petition and by counsel for
the foreign producers.”

36 Anx

¥ In response to the Commission’s request for additional information from subject
country producers of furfuryl alcohol, data for the South African producer were received on
Apr. 10, 1995. '

38 wan

®Indo-Rama’s (Thailand) foreign producer questionnaire was forwarded through Indo-
Rama, the related U.S. importer in the United States.

““The Commission also requested additional information directly from U.S. embassies in
Beijing, Pretoria, and Bangkok via State Department cable (State 164799, June 20, 1994).
Responses were received from Pretoria and Bangkok. No response was received from Beijing.
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The Industry in China

Data for one Chinese producer are presented in table 13. Petitioner believes
there are at least 16 facilities producing furfuryl alcohol in China.” ARS ***.

Table 13

Furfuryl alcohol: China’s production capacity, production, capacity utilization, home-market
shipments, and exports, 1992-94, and projections for 1995

Counsel for the petitioner estimates China's capacity to produce furfural, the
feedstock for furfuryl alcohol, to be 150 million pounds per year and believes that "only
26 percent of current Chinese furfural capacity is presently used to make furfuryl
alcohol products.” Additionally, counsel for petitioner states that "Chinese furfural
imports are presently subject to provisional antidumping duties in the EC and are also
subject to a 208 percent antidumping duty in Mexico."

The Industry in South Africa

Illovo is the sole producer of furfuryl alcohol in South Africa. Its production
facility is located at Sezela, Natal, South Africa. Data for Illovo are presented in table 14.

As shown in table 14, Illovo's annual capacity to produce furfuryl alcohol has ***
pounds since 1992. Production *** from *** pounds in 1992 to *** pounds in 1994, with a
corresponding *** in capacity utilization from *** percent to *** percent. Illovo projects
its full-year 1995 production at *** pounds. Illovo's total sales of furfuryl alcohol in its
most recent fiscal year accounted for *** percent of its total operations.

‘" Petition, p. 7.
*2 QO's postconference brief, June 24, 199, p. 18.
© QO's postconference brief, June 24, 1994, p. 18 and Exhibit F.
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Home-market shipments accounted for *** percent of total shipments in 1992, ***
percent in 1993, and *** percent in 1994. Exports to the United States accounted for ***
percent of total shipments in 1992, *** percent in 1993, and *** percent in 1994.

Table 14

Furfuryl alcohol: South Africa’s production capacity, production, capacity utilization, home-
market shipments, and exports, 1992-94, and projections for 1995

Petitioner argues that *+*.% **

On the other hand, counsel for Illovo argues that capacity has ***, that there are
Further, counsel states that exports to the United States have been **+.%
Additionally, counsel notes that Illovo's strategy ***, a strategy ***.*

*n 46

The Industry in Thailand

Indo-Rama (Thailand), the sole Thai producer, began commercial production in
1991. As shown in table 15, by 1993 it was operating *** reported capacity and it ***.
Indo-Rama (Thailand) said it has ***.*” The share of total shipments of its product going
to the U.S. market increased from *** percent in 1992 to *** percent in 1993, and

increased further to *** percent in 1994. The projection for 1995 is *** percent. Its other
markets include ***.

“QO's postconference brief, June 24, 1994, p. 18.
“1d.

*Illovo's postconference brief, June 24, 1994, p. 14.
47
Id.

“1d., pp. 14-15; Conference TR, p. 41.

* Foreign producer questionnaire of Indo-Rama (Thailand), Annex A, submitted in the
preliminary investigation.
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Table 15

Furfuryl alcohol: Thailand's production capacity, production, capacity utilization, home-market
shipments, and exports, 1992-94, and projections for 1995

Mexican Antidumping Duties

According to petitioner, Mexico imposed antidumping duties of 208 percent on
imports of furfural from China as of April 14, 1993.%

European Union Antidumping Investigations
On April 19, 1995, the European Union initiated antidumping investigations on

imports of furfural from China and Thailand,” following a complaint filed on
November 7, 1994, by QO’s European subsidiary.”

* Diario Oficial de la Federacion, Oct. 1, 1993, p. 81. See also petitioner’s prehearing brief at
Exhibit C.

* See Official Journal of the European Communities, Apr. 19, 1995, No. C 95/4. Also see
petitioner’s prehearing brief at p. 33 and Exhibit. D.

2 1d. QO’s production facilities in Europe account for more than 80 percent of the
European Union’s production of furfuryl alcohol.
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CONSIDERATION OF THE CAUSAL RELATIONSHIP BETWEEN
IMPORTS OF THE SUBJECT MERCHANDISE AND THE ALLEGED
MATERIAL INJURY

U.S. Imports

Table 16 and figure 5 present U.S. import data compiled from information
submitted in response to questionnaires of the Commission and official statistics of
Commerce.” Quarterly U.S. import data, based on official statistics, are presented in
appendix E

China

Imports of furfuryl alcohol from China increased from *** pounds in 1992 to ***
pounds in 1993. In 1994, imports totaled *** pounds. A roughly commensurate change
in the value of imports is also seen, although the unit value of imports from China
declined by *** percent from 1992 to 1993 and by *** percent from 1993 to 1994.

South Africa

Based on quantity, imports of furfuryl alcohol from South Africa declined by ***
percent from 1992 to 1993 but increased by *** percent from 1993 to 1994. Based on
value, imports declined by *** percent from 1992 to 1993 but increased by *** percent
from 1993 to 1994. The unit value of such imports declined by *** percent from 1992 to
1993 and by *** percent from 1993 to 1994.

Thailand

Based on quantity, imports of furfuryl alcohol from Thailand increased by ***
percent from 1992 to 1993 and increased by *** percent from 1993 to 1994. Based on
value, imports increased by *** percent from 1992 to 1993 and increased by *** percent
from 1993 to 1994. The unit value of such imports declined by *** percent from 1992 to
1993 and by *** percent from 1993 to 1994.

® Import data for China, South Africa, and Thailand are based on questionnaire
responses by U.S. importers. Data for all other countries are based on official Commerce
statistics.
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Table 16
Furfuryl alcohol: U.S. imports, by sources, 1992-94"

Item 1992 1993 1994
uantity (1,000 pounds)
(01 1111 T- TSROt bt niniad bainia
South AffiCa ....coeunerririececereeeeeneen, ek wen ik
Thailand .........oeveeeeiiieirreieeeereeeeenen. il ninia i
Subtotal........cccoovvveeiiriieeeeeens bl sk 13,521
Other SOUrCes........ccceeiereerenceenemeaneccaens 15 84 1,152
Total....oeeeeiieeeeeeeecccee e huinie hninia 14,673
Value (1,000 dollars)
(o3 1 113 T YU ek i bl
South AfFICA ...t bainiel bl fainia
Thailand .......ccooeveeeirireeeeiireeeeeeereennees s ainia il
Subtotal.........cceeeeiiiiiiiiininiene. bl bainin 7,137
Other SOUrCes.......ccuuuueeeeeeerreenreneccenens 53 51 682
Total...oooeeeeeeee e jalad i 7.819
Unit value (per pound)
(0] 111 - T b e bl
South AfTICA ......covvveiiieeeieeeeeereeee e e bainial bl
Thailand .......ccoeevveeirmreceiierreeceeeeenanees ninia niniel o
AVETAQE ....coeeeveennnnneeneieecrnnaeneeenes il - $0.53
Other SOUMCES.........cocveeeeeeeereneennnceeeenns _$3.45 $0.61 _.59
Total....ooeeeeeeeeeeeeeeee s bl buiniad .53

! Import data for China, South Africa, and Thailand are based on imports reported by U.S.
importers. Import data for “other sources” are based on official statistics of the U.S. Department
of Commerce. Official statistics presented for “other sources” exclude China, Singapore, South
Africa, and Thailand.

Note.--Because of rounding, figures may not add to the totals shown. Unit values are calculated
from the unrounded figures.

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

Based on quantity, imports of furfuryl alcohol from China, South Africa, and
Thailand increased by *** percent from 1992 to 1993 and by *** percent from 1993 to
1994. Based on value, subject country imports increased by *** percent from 1992 to
1993 but decreased by ***percent from 1993 to 1994. The unit value of such imports
declined by *** percent from 1992 to 1993 and by *** percent from 1993 to 1994.

All Other Imports

Based on quantity, imports of furfuryl alcohol from all other sources™ increased
by 460.0 percent from 1992 to 1993 (from a very small base) and by more than 1,000
percent from 1993 to 1994 (again from a small base). Based on value, imports from all
other sources decreased by 3.8 percent from 1992 to 1993 but increased more than 1,000
percent from 1993 to 1994. The unit value of these imports declined by 82.4 percent
from 1992 to 1993 and by 2.6 percent from 1993 to 1994.

Market Penetration by the Subject Imports

US. producers' and importers’ market shares based on U.S. producers'
shipments, U.S. importers' U.S. shipments for China, South Africa, and Thailand, and
Commerce’s official import statistics for all other countries, are presented in table 17 and
figure 6.

U.S. producers’ U.S. market share (based on quantity) declined by *** percentage
points from 1992 to 1993, falling from a market share of *** percent to *** percent.
Market share declined an additional *** percentage points from 1993 to 1994.

The import penetration of imports of furfuryl alcohol from China increased from
*++ percent of the market in 1992 to *** percent in 1993. From 1993 to 1994, Chinese
imports’ market share declined *** percentage points to *** percent.

The import penetration of imports from South Africa declined from a U.S.
market share of *** percent in 1992 to *** percent in 1993. South Africa’s market share
increased to *** percent from 1993 to 1994.

* Imports of furfuryl alcohol from Singapore have been excluded from the “all other
imports” data in order to avoid double-counting of imports from China. According to
petitioner, there is no production of furfuryl alcohol in Singapore. Therefore, all imports from
Singapore are actually transshipped Chinese product.
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The import penetration of imports from Thailand increased from a U.S. market
share of *** percent in 1992 to *** percent in 1993. Thailand’s market share increased to
*** percent from 1993 to 1994.

Table 17
Furfuryl alcohol: Apparent U.S. consumption and market penetration, 1992-94'

Figure 6
Furfuryl alcohol: Share of the quantity of U.S. consumption, by sources, 1992-94
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Prices
Market Considerations

The demand for furfuryl alcohol is principally derived from the demand for
furan resins, the primary end product in which the material is used. As noted earlier in
the report, U.S. consumption of furfural alcohol rose from *** million pounds in 1992 to
** million pounds in 1994, an increase of *** percent, with more than 90 percent being
sold to furan resin producers. Petitioner and respondents differ on the extent to which
the US. demand for furfuryl alcohol responds to changes in price. Petitioner,
respondents, and responding purchasers agree that there are no known substitutes for
furfuryl alcohol in the production of furan resins. However, respondents maintain that
other foundry binder technologies (e.g., phenolic urethane, new urethane, ester-cured
phenolics, phenolic resins, and oil urethanes) compete with furan resins,” making the
demand for furfural alcohol more price sensitive.  Petitioner maintains that
competition from non-furfuryl alcohol-based foundry resins has not adversely affected
the demand for furfuryl alcohol, citing the increasing U.S. consumption of furan resins
and unchanged furan and phenolic resin prices during 1992-94.” Respondents counter
that, although sales of furan resins increased on an absolute basis within an expanding
binders' market, furan resins' market share declined each year between 1992 and 1994,
while phenolic binders' market share grew.”

As noted throughout the report, the furfuryl alcohol industry is heavily
concentrated both in terms of suppliers as well as purchasers. In the latter instance,
fewer than 20 firms account for the vast majority of furfuryl alcohol consumption, with

*++ firms alone accounting for more than *** percent of furfuryl alcohol purchases in
1994.%

With the exception of a somewhat limited amount of spot sales, furfuryl alcohol
is sold on a contract basis. Large foundry resin manufacturers, which account for more
than 90 percent of sales, typically buy the bulk of their furfuryl alcohol requirements on
a contract basis, whereas smaller non-resin manufacturers will more frequently

* The three largest furfural alcohol purchasers, ***, stated that other resin processes may
provide competing foundry binder technologies.

% South African respondent's posthearing brief, pp. 6-7, Exhibits 3-5. Chinese
respondent’s posthearing brief, pp. 2-5, appendix 3.

¥ Petitioner's posthearing brief, p. 8, Exhibit E.

* Chinese respondent's posthearing brief, pp. 4-5, appendix 4.

* The 14 purchasers responding to Commission questionnaires were responsible for ***
percent of total purchases during 1994. Of the 14, 11 had purchased from ***.
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purchase their requirements on a spot basis. Contracts are usually 1 year in duration,
with a few instances of sales on a 2-month contract basis. According to ***. *** ¢

Purchaser questionnaires yielded 14 responses on questions pertaining to
transport costs. *** of these purchasers indicated that they received most of their
furfuryl alcohol by tank truck. Two of the largest purchasers, *** and ***, reportedly
received most of their furfuryl alcohol by rail car tank and the remaining two small
purchasers received all of their shipments in drums. The two most important factors
affecting transport costs cited by purchasers were the size of the order and the distance
the material was to be moved. Most of the purchasers were able to report the delivered
prices they paid for the material, and estimated that transport costs comprised 2 to 10
percent of the purchase price.

Given the concentrated nature of the industry, with one U.S. producer and three
primary sources of foreign supply, purchasers, if they so choose, are able to solicit price
quotations from virtually all the players in the furfuryl alcohol market and make their
decision based on the quotes received. In some instances, purchasers will negotiate for
better prices after initial quotations have been received, if, for instance, the purchaser
wants to buy from a particular source that did not quote low enough in the initial
round.” With purchasers buying anywhere from hundreds of thousands to millions of
pounds annually, they may choose one supplier over another based on a price
differential of as little as one cent per pound.®

As noted earlier, the *** largest purchasers of furfuryl alcohol, ***, accounted for
more than *** percent of total product purchases during 1994. ***. In its questionnaire
submission, *** explained its purchasing strategy as follows:

* * * * * * #65
* * * * * * #66

* * * * * * *67

60 ot
61 yn
62
63 an

64 yan

66 n

67 ot
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Product Comparisons

Factors that might differentiate sales of U.S.-produced furfuryl alcohol from
sales of the imported Chinese, South African, and Thai subject product include price,
quality, delivery lead times, reliability of supply, standard minimum quantity
requirements, availability of product, and product service.

*+*® Eleven of 12 responding purchasers reported that there are no significant
differences between the furfuryl alcohol that they buy from the various suppliers. ***.
Nine of 14 responding purchasers reported that they always know the manufacturer of
the furfuryl alcohol that they purchase, but 8 of 13 reported that their customers are not
aware of or interested in the country of origin of the furfuryl alcohol that they buy.
When asked if there were suppliers from which their firm would not purchase furfuryl

alcohol because of inferior quality or other reasons, 7 of the 10 responding purchasers
reported no.® ***,

QO reported average lead times from order of *** and immediate pickup from
inventory. QO does not have standard minimum quantity requirements and does not
charge premiums for sub-minimum shipments. Importers of Chinese furfuryl alcohol
reported lead times from order of 6-17 weeks, and lead times for pickup from their U.S.
warehouses of 1-5 days. Importers of South African furfuryl alcohol reported lead
times for pickup from their U.S. warehouses of 1-2 days. Importers of Thai furfuryl
alcohol reported lead times from order of 60 days and lead times for pickup from their
U.S. warehouse of 5 days. Importers of the Chinese and South African products do not
have standard minimum quantity requirements and do not charge premiums for sub-
minimum shipments. Importers of the Thai product require a minimum order of 1
million pounds per year or one container load (42,000 pounds) for a 2-month contract.

Purchasers that reported buying higher-priced U.S.-produced furfuryl alcohol
cited reasons such as reliability of supply, shorter delivery lead times, need for multiple
supply sources, inability to qualify a vendor besides QO, and loyalty to QO. Purchasers
that reported buying higher-priced imported South African, Chinese, and/or Thai
furfuryl alcohol cited reasons such as the need for multiple supply sources, availability,
and a desire to establish a trade relationship with a foreign company.

When asked to list the advantages of each country in terms of supplying
furfuryl alcohol, purchasers cited QO's technical support, quality, and delivery lead
times. Reported advantages of buying imported South African subject product include
quality, delivery lead times, price, willingness to supply partial loads, and back-haul

69
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potential. Reported advantages of buying imported Chinese subject product include
price, credit terms, and an opportunity to establish a market position in China. None of

the responding importers reported advantages of buying imported Thai subject
product.

When asked to list the disadvantages of each country in terms of supplying
furfuryl alcohol, purchasers cited QO's inflated prices and unwillingness to supply
partial loads. Purchasers cited South African suppliers' lack of technical support as a
disadvantage. Reported disadvantages of buying imported Chinese subject product
include perceived inferior quality, lack of technical support, and length of delivery

chain. None of the responding importers reported disadvantages of buying imported
Thai subject product.

Producer and Importer Prices

Weighted-average delivered prices for quarterly sales of furfuryl alcohol by U.S.
producers and importers of subject imports are presented in table 18 and figure 7.”
Prices of domestic furfuryl alcohol *** during 1992-94.”

China

Importers of Chinese furfuryl alcohol did not report any sales during 1992.
Delivered prices for Chinese furfuryl alcohol ***. In *** of the *** instances where price
comparisons were possible, the Chinese product was priced *** the domestic product by
an average of *** percent. ***, the Chinese product was priced *** the comparable U.S.
product by an average of *** percent. ©

South Africa

Delivered prices for imported South African furfuryl *** to a *** of *** cents in
the third quarter of 1992. Prices then ***. Overall, prices were *** percent *** at the end
of the period than they were at the beginning. In *** of the *** instances where price
comparisons were possible, the South African product was priced *** the domestic

7 Reported prices for U.S.-produced furfuryl alcohol accounted for approximately ***
percent of U.S. producers’ domestic shipments in 1994. Pricing data for the imported products
accounted for approximately *** percent of shipments of imports from China, *** of the imports
from South Africa, and *** percent of imports from Thailand in 1994.

7 Sales of domestic furfuryl alcohol for which price data were reported were all bulk
sales.

" The majority of the Chinese pricing data were for sales of imported Chinese furfuryl
alcohol in drums, as opposed to bulk sales. ***.
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product by *** percent. ***, the South African product was priced *** the comparable
U.S. product by an average of *** percent.”

Table 18

Furfuryl alcohol: Weighted-average delivered selling prices received by U.S. producers and
importers of the subject product for their largest sales to end users, and margins of
underselling/(overselling), by quarters, Jan. 1992-Dec. 1994

Figure 7

Furfuryl alcohol: Weighted-average delivered selling prices for largest sales to end users, by
quarters, Jan. 1992-Dec. 1994

Thailand

Available delivered price data for sales of imported Thai furfuryl alcohol *** by
*++ percent to their ***, then *** by *** percent during the rest of the period. Overall,
prices for the imported Thai product were *** percent *** at the beginning of the period
than they were at the end. In *** of the *** instances where price comparisons were
possible, the Thai product was priced *** the domestic product by an average of ***
percent and in *** instances the Thai product was priced *** the domestic product by an

” Sales of imported South African furfuryl alcohol for which price data were reported
were all bulk sales. ‘
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average of *** percent. ***, the Thai product was priced *** the comparable U.S. product
by less than *** percent.™

Trends in Purchaser Prices

Twenty purchasers of furfuryl alcohol received questionnaires requesting price
information. Of those, 12 firms, accounting for 79.8 percent of 1994 purchases, provided
usable pricing data. Weighted-average delivered purchaser prices of domestic and
imported furfuryl alcohol were calculated from these data, and are presented in table 19
and figure 8. Purchasers' weighted-average delivered prices displayed trends that were
similar to those seen in producer and importer prices. Prices of U.S.-produced furfuryl
alcohol *** percent during 1992-93, then *** percent during 1994. Overall, prices *** by
*** percent during 1992-94.

Table 19

Furfuryl alcohol: Weighted-average delivered prices paid by U.S. end users for the subject
product, and margins of underselling/(overselling), by quarters, Jan. 1992-Dec. 1994

Figure 8

Furfuryl alcohol: Weighted-average delivered prices for largest purchases by end users, by
quarters, Jan. 1992-Dec. 1994

" Reported price data for 1993 sales of imported Thai furfuryl alcohol were for drum
sales. Reported price data for 1994 sales of the imported Thai subject product were for bulk
sales.
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Delivered purchase prices for Chinese furfuryl alcohol ***. These prices ***
percent to their high point in the fourth quarter of 1993, then *** by *** percent during
1994. Overall, prices were *** percent *** at the end of the period than they were at the
beginning. In *** of the *** instances where price comparisons were possible, the
Chinese product was priced *** the domestic product by an average of *** percent. ***,
the Chinese product was priced *** the comparable U.S. product by *** percent.

Delivered purchase prices for South African furfuryl alcohol *** by *** percent
during 1992-93 and the first quarter of 1994. Prices remained at the same level during
the rest of the period. In *** of the *** instances where price comparisons were possible,
the South African product was priced *** the domestic product by an average of ***
percent. ***, the South African product was priced *** the comparable U.S. product by
an average of *** percent.

Available delivered purchase price data of imported Thai furfuryl alcohol ***. In
** of the *** instances where price comparisons were possible, the Thai product was
priced *** the domestic product by an average of *** percent. ***, the Thai product was
priced *** the comparable U.S. product by an average of *** percent.

Input Costs

Respondents argue that the decline in prices for domestic furfuryl alcohol can be
traced to the decline in prices for furfural, the primary raw material input.” Petitioner
maintains that furfuryl alcohol and furfural prices are not linked.” Quarterly delivered
prices for QO's sales of furfuryl alcohol and furfural, and QO's annual costs of
producing furfural are presented in figure 9.

Figure 9
Delivered prices for QO’s sales of furfuryl alcohol, furfural, and QO’s annual costs of producing
furfural, by quarters, Jan. 1992-Dec. 1994

” South African respondent's posthearing brief, p. 5, Exhibit 2. Chinese respondent's
posthearing brief, p. 2.

7 Petitioner's posthearing brief, pp. 5 and 6, Exhibit D.
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Exchange Rates

Quarterly exchange rate data for the currencies of the three countries subject to
these investigations are presented in figure 10.” During the period 1992-94, the nominal
value of the South African rand appreciated by 25.2 percent, whereas the nominal value
of the Chinese yuan depreciated by 35.8 percent.” When adjusted for movements in
producer price indices in the United States and South Africa, the value of the South
African rand appreciated 50.3 percent during January 1992-September 1994.”

Lost Sales and Lost Revenues

QO submitted *** instances of lost sales involving *** firms in which *** million
pounds of furfuryl alcohol valued at *** were lost in various months between June of
1992 and July of 1994 as a result of competition from imports of furfuryl alcohol from
the subject sources. All *** of the firms are ***. The staff was able to contact *** of the
firms. *** of the firms, *** and ***, accounted for *** percent of these alleged lost sales.

ook 80 ot

Wk 81 o

QO also alleged it had lost revenues on transactions with ***.

7 International Financial Statistics, February 1995.

”* Beginning Jan. 1, 1994, the People's Bank of China changed the manner in which the
official exchange rate was determined.

”* Reliable producer price data for China are unavailable; therefore, an accurate analysis
of movements in the real Chinese exchange rate cannot be presented.
80wk

81
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(January-March 1992=100)

Figure 10

Indexes of the nominal and real exchange rates between the U.S. dollar and the currencies of
China, South Africa, and Thailand, by quarters, Jan. 1992-Dec. 1994
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Table A-1
Furfuryl alcohol: Summary data concering the U.S. market, 1992-94

(Quantity=1,000 pounds; value=1,000 dollars; unit values and unit labor
costs are per pound: period changes=percent, except where noted)

Reported data Period changes
ltem 1992 1993 1994 1992-94  1992-93 1993-94

U.S. consumption quantity:
AMOUNL.....cooiiiiiiiieierere e eeree e eees
Producers' Share'...........ccoveeveeeeeeeereen
Importers' share:"'

i
i
i
i
i

i

South Africa.........coeeeeiieiiiciieieeeeeeeeee,
Thailand .......coeeeeeeiiieee e,

IR
IR I I
HERIIRE
JERIEE N

gt

RN

i
i
i
i
i

i

Producers' share'............ccoeeeeveeueeeenenen.
Importers' share:'

HERIEE N
NI N
RN N
RIS
RIS

2
g
IR

U.S. imports from--

China:
Imports quantity...........ccccceeeieernriinnnnnnee.
Imports value...........oociiiiiiiiiiiiee.
Unit value.........ccooeveeeiiiiirenniieenneneneennenen.
Ending inventory quantity ......................

South Africa:
Imports quantity...........ccceeeeniiiiiinnnnn.
Imports value.........c.cocceiiiiiiiiiinnniinnnnnnnee.
Unit value........coceeeeereeeiemmmnniiieecneenees
Ending inventory quantity ......................

Thailand:
Imports quantity.........ccccoeeeeriieiiiiinannnes
Imports value............cccooecviiiiiiinniiinnenn.
Unitvalue.........ccooeeeriiiiiinnnniiiniinenen.
Ending inventory quantity ......................

P11
1iid
1iid
i1
11
1iid

i
11
11t
I
11t
1iid

1iid
Piid
11
111t
11t
I

Table continued..,
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Table A-1--continued
Furfuryl alcohol: Summary data conceming the U.S. market, 1992-94

(Quantity=1,000 pounds; value=1,000 dollars; unit values and unit labor
costs are per pound: period changes=percent,_except where noted)
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