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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-752 (Final)

CRAWFISH TAIL MEAT FROM CHINA

DETERMINATION

On the basis of the record’ developed in the subject investigation, the United States International
Trade Commission determines, pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C.
§ 1673d(b)) (the Act), that an industry in the United States is materially injured by reason of imports from
China of crawfish tail meat, provided for in subheadings 0306.19.00 and 0306.29.00 of the Harmonized
Tariff Schedule of the United States, 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 this investigation effective September 20, 1997, following receipt of a
petition filed with the Commission and the Department of Commerce by Crawfish Processors Alliance,
Breaux Bridge, LA. The final phase of the investigation was scheduled by the Commission following
notification of a preliminary determination by the Department of Commerce that imports of crawfish tail
meat from China were being sold at LTFV within the meaning of section 733(b) of the Act (19 U.S.C.

§ 1673b(b)). Notice of the scheduling of the Commission’s investigation 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
April 10, 1997 (62 FR 17637). The hearing was held in Washington, DC, on July 28, 1997, 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)).






VIEWS OF THE COMMISSION

Based on the record in this investigation,' we find that an industry in the United States is materially
injured by reason of imports of crawfish tail meat from China that have been found by the Department of
Commerce (“Commerce”) to be sold in the United States at less than fair value (“LTFV™).
I DOMESTIC LIKE PRODUCT AND INDUSTRY

A. In General

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 first defines the “domestic like product™
and the “industry.” Section 771(4)(A) of the Tariff Act of 1930, as amended, (“the Act”) defines the
relevant industry as the “producers as a [w]hole of a domestic like product, or those producers whose
collective output of a domestic like product constitutes a major proportion of the total ciomestic production
of the product.” In turn, the Act defines “domestic like product” as “a product which is like, or in the
absence of like, most similar in characteristics and uses with, the article subject to an investigation.”

Our decision regarding the appropriate domestic like product(s) in an investigation is a factual

determination, and we apply the statutory standard of “like” or “most similar in characteristics and uses”

! The Uruguay Round Agreements Act (“URAA”) amended title VII of the Tariff Act of 1930 to require the
Commission to close its record in a final phase antidumping or countervailing duty investigation on a date certain
and to provide all parties with a final opportunity to comment on information obtained in the investigation upon
which they previously had no opportunity to comment. The statute expressly provides that “[c]omments
containing new factual information shall be disregarded.” 19 U.S.C. § 1677m(g); see also Statement of
Administrative Action to the URAA (“SAA”), H.R. Rep. No. 316, 103d Cong., 2d Sess., vol. 1 at 871 (1994);
19 C.F.R. § 207.30 (1997); 61 Fed. Reg. 37818, 37827 (July 22, 1996). The purpose of the statute is to assure
all parties an equal opportunity to comment on all information that may form the basis for the Commission’s final
determination. See S. Rep. No. 412, 103d Cong., 2d Sess. at 85 (1994). Chinese respondents filed final
comments on August 26, 1997 that contained extensive new factual material, including new affidavits and
newspaper clippings, as well as argument pertaining to those materials. Accordingly, although we accepted the
comments for filing, in accordance with 19 U.S.C. § 1677m(g) we have disregarded the new factual information
contained therein in reaching this final determination. In addition, we have rejected as untimely Chinese
respondents’ “Emergency Motion for Reconsideration of Staff’s Exclusion of Part of Comments Brief,” received
on August 29, 1997 (vote day), three days after the record closed.

219 U.S.C. § 1677(4)(A).
319 U.S.C. § 1677(10).



on a case-by-case basis.* No single factor is dispositive, and the Commission may consider other factors it
deems relevant based on the facts of a particular investigation.” The Commission looks for clear dividing
lines among possible like products, and disregards minor variations.® Although the Commission must
accept the determination of Commerce as to the scope of the imported merchandise sold at LTFV, the
Commission determines what domestic product is like the imported articles Commerce has identified.’

In its final determination, Commerce defined the imported articles subject to investigation as
follows:

freshwater crawfish tail meat, in all its forms (whether washed or with fat on, whether

purged or unpurged), grades, and sizes; whether frozen, fresh, or chilled; and regardless of

how it is packed, preserved, or prepared. Excluded from the scope of the investigation are

live crawfish and other whole crawfish, whether boiled, frozen, fresh, or chilled. Also

cexcluded are saltwater crawfish of any type and parts thereof. Freshwater crawfish tail

meat is currently classifiable in the Harmonized Tariff Schedule of the United States

(HTS) under item numbers 0306.19.00.10 and 0306.29.00.00.%

B. Like Product Issues in This Investigation

1. Whether the Like Product Includes Whole Crawfish

In our preliminary determination, we concluded that the domestic like product consists of crawfish

tail meat, the product within the scope, and does not include whole crawfish.® In this final phase,

* See, e.g., Nippon Steel Corp. v. United States, 19 CIT __, Slip Op. 95-57 at 11 (Apr. 3, 1995). The
Commission generally considers a number of factors including: (1) physical characteristics and uses; (2)

interchangeability; (3) channels of distribution; (4) common manufacturing facilities, production processes and
production employees; (5) customer and producer perceptions; and, where appropriate, (6) price. See id. at 11
n.4; Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996).

5 See, e.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

§ Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct. Int’] Trade 1990), aff’d, 938 F.2d 1278 (Fed.
Cir. 1991).

’ Hosiden Corp. v. Advanced Display Manufacturers, 85 F.3d 1561 (Fed. Cir. 1996) (Commission may find
single like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F.

Supp. at 748-752 (affirming Commission determination of six like products in investigations where Commerce
found five classes or kinds).

862 Fed. Reg. 41347 (Aug. 1, 1997).

® Crawfish Tail Meat from China, Inv. No. 731-TA-752 (Final), USITC Pub. 3002 at 5-7 (Nov. 1996)
(“Prelim. Det.”).



petitioners agree that the like product is crawfish tail meat.!° Respondents reassert their argument that the
like product should include whole forms of crawfish.!!

While the Chinese respondents argue that we afforded insufficient weight in our preliminary
determination to certain facts which, in their view, support a broader like product, no party has offered any
additioﬁal evidence bearing on this issue.’> Moreover, new information obtained from purchasers in the
 final phase of this investigation supports our preliminary conclusion that there is a clear dividing line
between crawfish tail meat and whole crawfish. Most of the responding purchasers reported that fresh or
frozen tail meat is never substituted for live or whole boiled crawfish and, although a few indicated
occasional substitution of tail meat for whole crawfish, none reported tha"c they were easily substituted. '
Similarly, while purchasers indicated that other seafood products (such as shrimp) may substitute for fresh
or frozen tail meat, no purchaser identified live or whole-boiled crawfish as a substitute for tail meat.'*
Accordingly, we reaffirm our preliminary conclusion that the domestic product like the subject imports of
crawfish tail meat is domestic crawfish tail meat, and does not include whole crawfish.

2. Domestic Product Most Similar in Characteristics
and Uses With “Shell-On Crawfish Tails”
Respondent Red Chamber Company imports a prbduct it describes as “shell-on crawfish tails.”

The scope of this investigation includes crawfish tail meat “in all its forms,” and Commerce has expressly

10 petitioners” Posthearing Brief at II-2-11-4 and Exhibit 4.

! Importer Respondents’ Posthearing Brief at 1; Chinese Respondents’ Posthearing Brief at 9-11, Answers to
Questions at 13-15.

1> We find no merit in respondents’ argument that the Commission should include whole crawfish in the like
product in order to “harmonize” its like product determinations in Crawfish and Fresh Atlantic Salmon from
Chile, Invs. Nos. 701-TA-372 and 731-TA-768 (Preliminary), USITC Pub. 3052 (Aug. 1997). See Chinese
Respondents’ Posthearing Brief at 9-11. Each injury determination is sui generis, and our obligation is to decide
each case on its own unique record. Nippon Steel Corp. v. United States, 19 CIT __, Slip Op. 95-57 at 11 (Apr.
3, 1995); Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1088 (Ct. Int’l Trade 1988).

" Confidential Report (“CR”) at II-15, Public Report (“PR”) at II-10-II-11.
' CR at II-16, V-37-V-43, PR at II-11, V-31-V-34,



ruled that shell-on tails imported by Red Chamber fall within the scope.’* There is no domestic production
of shell-on tail meat.'® Red Chamber argues that “shell-on” crawfish tails are not like peeled tail meat and
that shell-on tails should be considered a separate like product, despite the fact that they are not
domestically produced.!” Petitioners argue that the domestic product like imports of shell-on tails is peeled
tail meat.'®

When theré is no present domestic production of an article under investigation, the Commission
must identify the domestic product most similar in characteristics and uses. The Commission has rejected
fche idea that a like product can be defined as a product not produced by a domestic industry, absent a bona
fide material retardation claim.” Accordingly, we must determine what domestic product -- either crawfish
tail meat or whole crawfish -- is “most similar in characteristics and uses with” all of the imported
merchandise, including shell-on crawfish tails.’

Shell-on tails are crawfish tails that have been separated from the head and from which the lower
(belly) shell, digestive tract, and vein have been removed, leaving the hard upper (back) shell intact.?!
Shell-on tails are a raw product; they are neither cooked nor blanched as part of the production process, but

rather must be thoroughly cooked by the ultimate consumer.?® Shell-on tails are intended to be served as

562 Fed. Reg. 41347, 41357-58.
' CR at I-2-1-3 n.8, PR at I-2 n.8.
17 See generally Red Chamber’s Prehearing and Posthearing Briefs.

18 petitioners’ Posthearing Brief at I1-5-1I-8.

¥ See, e.g., Professional Electric Cutting and Sanding/Grinding Tools from the PRC, Inv. No. 731-TA-571
(Preliminary), USITC Pub. 2536 at 17 (July 1992); cf., Certain Seamless Carbon and Alloy Standard. Line. and

Pressure Steel Pipe from Argentina, Brazil, Germany, and Italy, Invs. Nos. 701-TA-362 and 731-TA-707-710
(Final), USITC Pub. 2910 at I-9-I-10 (July 1995) (Commission must identify domestic product “like” or “most

similar in characteristics and uses with” every product within the scope); Ferrovanadium and Nitrided Vanadium
from Russia, Inv. No. 731-TA-702 (Final), USITC Pub. 2904 at I-7 n.14 (June 1995); Fresh Cut Roses from
Columbia and Ecuador, Invs. Nos. 731-TA-684-685 (Preliminary), USITC Pub. 2766 at I-8-1-9 (March 1994);.

019 U.S.C. § 1677(10).
2! Red Chamber’s Prehearing Brief at 4; August 8 telephone note.
2 CR at I-3-1-4 n.12, PR at I-3 n.12.



“finger lobster,” that is, cooked and served unpeeled with tail fins decoratively splayed.?

Shell-on crawfish tails share some characteristics with whole crawfish and others with peeled tail
meat. Like live crawfish, shell-on tails are (partially) unpeeled and are sold uncooked. Unlike live
crawfish, however, they are decapitated and deveined and are sold frozen rather than fresh. Like tail meat,
shell-on tails are a processed product that has been decapitated, deveined, and (partially) peeled. Unlike
pecled tail meat, however, shell-on tails are not blanched as part of the production process and are not
completely peeled.

Although analysis of the traditional six like product factors reveais some differences between shell-
on tails and peeled tail meat, we do not find these differences to be dispositive. First, shell-on tails are
unéooked while tail meat is partially cooked (blanched). We give little weight to degree of cooking in
determining whether shell-on tails are more like tail meat or whole crawfish, however, since whole live
crawfish, blanched tail meat, and shell-on tails all require some cookiﬁg before they can be eaten. Second,
shell-on tails are served alone as finger lobster, an hors d’oeuvre, while tail meat is generally used in
prepared dishes. We also give little weight to end use in our like product analysis, however, since the only
known end use for shell-on tails is different from those for either whole crawfish (crawfish boils) or tail
meat. Finally, the fact that the production process for Red Chamber’s shell-on tails is patented does not
preclude our including it in the same like product.?

Instead, we find that the most salient product characteristics are those that reflect the nature and
degree of processing. With respect to these characteristics, we find that shell-on tails, which are

decapitated, deveined, and partially peeled, are closer to tail meat (which is decapitated, deveined, and

BCRatI4n.14, PR at I-3 n.14.

% Red Chamber argues that the production process for shell-on tails is patented and thus, by definition, unique.
Red Chamber’s Prehearing Brief at 4-5. The Commission has previously found that the fact that a product is
itself under patent does not preclude the Commission from including it within a broader like product. See, e.g.,
Generic Cephalexin Capsules from Canada, Inv. No. 731-TA-423 (Final), USITC Pub. 2211 (Aug. 1989). Any
uniqueness is more attenuated when, as here, only the process is patented.
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completely peeled) than they are to whole crawfish (on which none of these processing operations is
performed prior to sale) and the production process for shell-on tails is more similar to that for tail meat
than to that for whole crawfish. Based on this analysis, we find that the domestic product most similar in
characteristics and uses with shell-on crawfish tails is crawfish tail meat, not whole crawfish. Accordingly,
we find a single domestic like product consisting of crawfish tail meat, whether peeled or “shell-on.”

C. Domestic Industry

In making its determination, the Commission is directed to consider the effect of the subject

imports on the industry, defined as “the producers as a [w]hole of a domestic like product.”

In doing so,
the Commission generally includes all domestic production, including tolling operations and captively
consumed production, within the domestic industry.?

Crawfish tail meat is a processed agricultural product. In cases involving processed agricultural
products, the Commission may include growers of a raw agricultural input within the domestic industry

producing the processed agricultural product if:

(@) the processed agricultural product is produced from the raw product®’ through a single
- continuous line of production, and

(b) there is a substantial coincidence of economic interest between the growers and producers
of the processed product based upon relevant economic factors.?®

In the preliminary phase of this investigation, we determined that the domestic industry producing

crawfish tail meat consists of tail meat processors and does not include the farmers and fishermen who

19 U.S.C. §1677(4)(A).

% See United States Steel Group v. United States, 873 F. Supp. 673, 682-83 (Ct. Int’l Trade 1994), aff’d, 96
F.3d 1352 (Fed. Cir. 1996).

%7 The statute defines “raw agricultural product” as any farm or fishery product. 19 U.S.C.
§ 1677(4)(E)(iv).

%19 U.S.C. § 1677(4)(E)(i). Under the first prong of the test, the processed product shall be considered to be
processed from the raw product in a single continuous line of production if: (a) the raw agricultural product is
substantially or completely devoted to the production of the processed agricultural product; and (b) the processed
agricultural product is produced substantially or completely from the raw product. 19 U.S.C. § 1677(4)(E)(ii).
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harvest live crawfish, because the raw agricultural product, live crawfish, is not substantially or completely
devoted to the production of the processed agricultural product, crawfish tail meat.?® In the final phase,
none of the parties has challenged that preliminary determination. The evidence continues to indicate that
only about 13 percent of the live crawfish harvest was processed into tail meat over the period examined.*
Accordingly, we reaffirm our preliminary conclusion that the domestic industry producing crawfish tail
meat consists only of tail meat processors.

D. Related Parties

***, a domestic producer of crawfish tail meat, also imported the subject merchandise during the
period of investigation. It is therefore a related party, and we may exclude it from the domestic industry if
“appropriate circumstances” exist.?! |

In the preliminary phase of the investigation, we determined that appropriate circumstances did not
exist to exclude *** from the domestic industry, principé.lly because the company’s financial performance
*¥* suggesting that it did not benefit from its importing activities, and because it was a sizeable domestic
producer the absence of which would skew our data.** In the final phase of this investigation, none of the

parties has addressed the related parties issue nor have we obtained any contrary evidence.® Accordingly,

2 Prelim. Det. at 8.
% CR at I-5 n.15, PR at I-4 n.15.

3! Factors the Commission has examined in deciding whether appropriate circumstances exist to exclude a
related party include the percentage of domestic production attributable to the importing producer; the reason the
U.S. producer has decided to import the product subject to investigation; whether inclusion or exclusion of the
related party will skew the data for the rest of the industry; the ratio of import shipments to U.S. production for
related producers; and whether the primary interest of the related producer lies in domestic production or
. importation. See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161 (Ct. Int’l Trade 1992), aff’d without
opinion, 991 F.2d 809 (Fed. Cir. 1993). See also Open-End Spun Rayon Singles Yarn from Austria, Inv. No.
731-TA-751 (Preliminary), USITC Pub. 2999 at 7 n.39 (Oct. 1996).

2 Prelim. Det. at 8-9; Confidential Version at 12-14.
3 See CR at III-2-11I-3 n.6, PR at I1I-2 n.6; CR at IV-2, PR at IV-1; Table VI-4, CR at VI-9, PR at VI-7.
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we reaffirm our preliminary determination that appropriate circumstances do not exist to exclude *** from
the domestic industry.**
II. CONDITION OF THE DOMESTIC INDUSTRY®

In assessing whether a domestic industry is materially injured 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 business cycle and conditions of competition that are distinctive to the affected industry.”’

‘The market for crawfish tail meat is characterized by several conditions of competition. First, like
other processed agricultural products, the supply of domestic tail meat is dependent on the harvest of an
upstream product (live crawfish). The domestic crawfish harvest is seasonal, generally lasting from
January through June, but its length and the quality and quantity of crawfish harvested are affected by the
weather. For example, cold spring weather delayed the live crawfish harvests in 1995 and 1996 and

shortened the season by several months.*® Domestic tail meat production generally coincides with the

harvest. Historically, fresh tail meat is sold mostly in season, with the remainder of domestic production

3 Commissioner Crawford notes that the inclusion of *** for *** is useful for purposes of understanding the
conditions of competition in the industry. However, inclusion or exclusion of *** from the domestic industry
would not have been determinative in her finding of material injury by reason of subject imports of tail meat from
China.

3 Commissioner Crawford joins her colleagues in this investigation in a discussion of the “condition of the
industry” even though she does not make her determination based on industry trends. Rather she views the
discussion as a factual recitation of the data collected concerning the statutory impact factors.

%19 U.S.C. § 1677(7)(C)(iii).
1.
*¥ CR at II-1, II-3-114, III-3-111-4, PR at II-1, II-3, I1I-2; Hearing Tr. at 43-44, 122-23, 146-47, 158-59, 174;

Petitioners’ Prehearing Brief at 16.
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frozen for sale mostly in the off-season when prices tend to be higher.* During the investigation period,
however, the share of sales of frozen tail meat made in the off-season declined relative to those made in
season.® 4

In addition, crawfish tail meat is a perishable product. Because the shelf life of fresh tail meat is
ten days or, less, depending on handling, almost all sales of fresh tail meat are made within Louisiana and
states contiguous to Louisiana, where virtually all tail meat processing occurs.”> During the period of
investigation, the domestic industry sold a large and increasing share of its tail meat as a fresh product in
season.” Conversely, because of the perishability of the product, yirtually all sales of the domestic product
outside Louisiana or during the off-season are of frozen tail meat as are all sales of the subject imports,
regardless of location. Sales of frozen tail meat occur nationwide and year-round.*

In that connection, the market for crawfish tail meat includes both a “national” and a “local”
market. The local market consists of what the parties have referred to as “traditional” purchasers in
Louisiana (and, to a limited extent, in contiguous states). Manyi of these purchasers have a preference for

the fresh product in season and generally turn to the frozen product only in the off-season. They also have

a preference for the domestic product which makes them somewhat insensitive to price differences between

¥ CR at II-1, II-3-11-4, PR at II-1, II-3.

% As discussed below, domestic producers testified that during the period of investigation they curtailed their
usual practice of freezing tail meat on speculation for sale in the off-season. Hearing Tr. at 65, 73-74, 112-13.
This phenomenon is borne out by data from the preliminary phase of the investigation, which show that off-season
sales of frozen crawfish in Louisiana were highest in 1993. Compare Table V-1(b), Preliminary Report at V-7,
with Table V-1(b), CR at V-8, PR at V-6.

! Commissioner Crawford notes that sales of frozen tail meat during the off-season by domestic producers in
fact increased relative to those in the in-season during the POI, according to the limited information available.
See Tables V-1-V-4, CR at V-8-V-11, PR at V-6-V-9. Nonetheless, she agrees that subject imports of frozen tail
meat are more substitutable for domestic frozen tail meat than for domestic fresh tail meat (see CR at II-18-11-23,
PR at II-12-II-16) and that, in general, producers would tend to shift production to that product sector facing the
least competitive pressures.

“2 CR at II-1, PR at II-1; Hearing Tr. at 60.
3 CR at II4-1I-5, PR at II-3-I1-4; Table III-2, CR at III-6, PR at III-4.

“ CR at I-4, I1-4-11-5, PR at I-3, II-3-1I-4; Transcript of Preliminary Staff Conference (Oct. 11, 1996) at 85-86,
87 (“Conf. Tr.”); Hearing Tr. at 138-142.
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the domestic product and the subject imports.* By contrast, the national market consists of “non-
traditional” purchasers both in Louisiana and nationwide, such as large restaurant and hotel chains, grocery
store chains, and warehouse clubs. These purchasers need a stable, year-round source for substantial
quantities of tail meat in order to supply their many retail outlets. For ease of distribution, they generally
will 6nly purchase the frozen product. Non-traditional purchasers tend to be considerably more price
conscious than traditional purchasers and will switch not just between domestic and imported tail meat, but
also substitute other seafood products depending on relative prices.“ |

Louisiana accounts for the largest share of domestic demand for crawfish tail meat. In 1996, 63
percent of total domestic shipments of crawfish tail meat (both imports and domestic product) were to
purchasers in Louisiana, an additional 10 percent to the contiguous states of Arkansas, Mississippi, and
Texas, and the other 27 percent to all other states.*’ Likewise, while the domestic industry supplied some
national aécounts prior to the period of investigation, and continued to supply some customers outside its
local market during the period, the domestic industry’s sales both historically and during the period
examined have been concentrated in its core local market of Louisiana and contiguous states. In fact, the
domestic industry made well over 90 percent of its total shipments during the period within Louisiana.“®

Although the domestic industry does not currently produce crawfish tail meat in quantities
sufficient to meet national demand,* its potential capacity to produce and freeze tail meat is significantly
greater than its current level of production. Whole crawfish sales may be shifted to the processing market

rather than the live market depending on relative prices, and the harvest of live whole crawfish, the raw

“ CR at 114 n.14, 1I-14, 1I-17-11-18, PR at II-3 n.14, II-10, II-12; Hearing Tr. at 34-35, 49, 59, 60-61, 77, 84-
85.

“Id. See also Hearing Tr. at 126-28, 130-31, 133-36, 169-71, 176-79.
4T Tables I-1 and I-2, CR at I-8, PR at I-6.

“8 Table I-1, CR at I-8, PR at I-6; Conf. Tr. at 42, 115-16; Hearing Tr. at 29-30, 47-48, 53, 100, 103-04;
Petitioners’ Posthearing Brief at 1I-10-1I-12.

“ Table III-1, CR at III-6, PR at ITI-4; Table IV-2, CR at IV-7, PR at IV-5.
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material for the production of tail meat, can expand to some extent to accommodate increased demand from
processors.”® Moreover, the investment necessary to expand processing facilities is relatively modest.”!

A final condition of competition is the substantial rise in apparent U.S. consumption of crawfish
tail meat over the period of investigation. Apparent U.S. consumption of crawfish tail meat rose from 5.27
million pounds in 1994 to 8.90 million pounds in 1995 and 9.52 million pounds in 1996, a total increase of

over 80 percent.>?

This rise in consumption occurred in all three regions for which we collected data:
Louisiana, contiguous states, and the broader national market.>

Although apparent consumption rose, both U.S. producers’ domestic shipments of crawfish tail
meat and the domestic industry’s share of apparent U.S. consumption declined over the entire period of
investigation. In terms of quantity, domestic shipments fell from 2.23 million pounds in 1994 to 1.88
million pounds in 1995 and 1.25 million pounds in 1996, for a total decline of nearly 44 percent.** By
value, shipments fell from $11.46 million in 1994 to $10.35 million in 1995 and $7.12 million in 1996.%
Measured by quantity, domestic producer’s market share fell from 42.4 percent in 1994 to 21.1 percent in
1995 and 13.2 percent in 1996. By value, domestic producers’ market share followed the same pattern,
falling from 53.8 percent in 1994 to 30.1 percent in 1995 and 23.9 percent in 1996.%

The domestic industry’s production, capacity, and capacity utilization also declined over the

period. Production fell from 2.24 million pounds in 1994 to 1.89 million pounds in 1995 and 1.26 million

0 Hearing Tr. at 43-45, 70-71, 108-09.

I CR at I1-9, II-25-11-26, PR at II-6, I1-17-1I-18.
52 Table IV-2, CR at IV-7, PR at IV-5.

53 Tables I-1 and I-2, CR at I-8, PR at I-6.

54 Table III-2, CR at III-6, PR at I1I-4.

5.

% Table IV-2, CR at IV-7, PR at IV-5.
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pounds in 1996, an overall decline of 43.7 percent.” Capacity declined from 3.58 million pounds in 1994
- to 3.11 million pounds in 1995, before rising somewhat to 3.26 million pounds in 1996, an overall
reduction in capacity of 9.1 percent.”® Capacity utilization fell from 62.4 percent in 1994 to 60.6 percent
in 1995 and 38.6 percent in 1996.%°

The domestic industry’s U.S. inventory levels were relatively low compared to its U.S. shipments
throughout the period of investigation, ranging from 1.1 percent of shipments in 1994 to 2.3 percent in
1996. End-of-period inventories did increase, however, falling from 24,000 pounds in 1994 to 22,000
pounds in 1995 before rising to 29,000 pounds in 1996.%°

Due to fhe seasonal nature of crawfish processing and the fact that many peelers work on a
seasonal or even day-to-day basis, we find that total employment figures for the industry are not
particularly informative and rely instead on other indicators of employment within the domestic industry.
Industry-wide hours worked declined by 52.3 percent over the period of investigation, falling from 530,000
in 1994 to 348,000 in 1995 and 253,000 in 1996. Wages paid declined from $2.60 million in 1994 to $
2.24 million in 1995 and $1.63 million in 1996. Hourly wages rose from $4.90 in 1994 to $6.45 in 1995
then rose slightly to $6.47 in 1996, while unit labor costs rose from $1.16 per pound in 1994 to $1.19 per
pound in 1995 and $1.30 per pound in 1996. Productivity rose from 4.2 pounds per hour in 1994 to 5.4
pounds per hour in 1995, before declining to 5.0 pounds per hour in 1996

The industry’s sales revenues and net income declined throughout the period of investigation. Net

57 Table III-1, CR at I1I-6, PR at I1I-4.

8 Id. The decline in capacity between 1994 and 1995 is largely accounted for by ***. In addition, all of the
industry-wide data discussed in this section do not reflect the exit from the industry of an additional seven
processors that went out of business during the period of investigation. CR at III-2-III-3, PR at III-2. Therefore
our industry-wide data may not fully reflect the declines in production, capacity, employment, financial
performance, and other measures experienced by the domestic industry during the period examined.

% Table I1I-1, CR at I1I-6, PR at I11-4.
% Table I1I-3, CR at I1I-7, PR at III-5.
8! Table I1I-5, CR at I1I-8, PR at III-5.
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sales declined from $11.5 million in 1994 to $10.2 million in 1995 and then to $7.1 million in 1996, for an
overall reduction of 38.2 percent.®> The industry’s net income declined from $456,000 in 1994 to
$288,000 in 1995 then to a loss of $186,000 in 1996. Total cost of goods sold declined over the period,
reflecting declining production. On a per unit basis, however, production expenses rose steadily for a total
increase of 12.2 percent. Cost of goods sold as a percentage of net sales rose from 86.8 percent in 1994 to
91.6 percent in 1996.% Unit sales values rose from $5.29 in 1994 to $5.61 in 1995, then fell to $5.55 in
1996. Despite the overall rise in unit sales value, however, the domestic industry’s net income as a
percentage of net sales fell from 4.0 percent in 1994 to 2.8 percent in 1995 and negative 2.6 percent in
1996.5¢ 65
III. MATERIAL INJURY BY REASON OF LTFV IMPORTS

In the final phase of an antidumping investigation, the Commission determines whether an industry
in the United States is mateﬁally injured by reason of the LTFV imports under investigation.® In making
this determination, the Commission must consider the volume of imports, their effect on prices for the

domestic like product, and their impact on domestic producers of the domestic like product, but only in the

6 Table VI-2, CR at VI-3, PR at VI-3.

¢ Table VI-2, CR at VI-4, PR at VI-4; Table C-1, CR at C-3, PR at C-3. Respondents contend that domestic
producers have overstated their production costs (and thereby their financial losses) by reporting the cost of “field
run” (i.e. mixed size) live crawfish as their raw material cost, when in fact they sell the larger crawfish in the mix
to premium markets for live and whole boiled crawfish while using only the least expensive, smaller “peelers” for
tail meat production. Chinese Respondents’ Prehearing Brief at 3-4, 15-18; Chinese Respondents’ Posthearing
Brief, Answers to Questions at 15-17. The evidence indicates; however, that a significant percentage of domestic
production is accounted for by processors who process 100 percent of their live crawfish purchases into tail meat.
CR at VI-7, PR at VI-6. Moreover, among those processors who also sell in the live or whole boiled markets, the
reported purchase cost of live crawfish was well below the average price of field-run crawfish. CR at VI-8, PR at
VI-6. Thus, the record does not support the claim that the domestic industry’s raw material costs are significantly
overstated.

 Id. While we generally consider data on research and development and capital expenditures, we did not find
the limited reported data on these indicators to be informative in this investigation. CR at VI-8, VI-10-VI-12, PR
at VI-7-VI-9.

% Based on the foregoing, Commissioner Newquist determines that the domestic crawfish tail meat industry is
experiencing material injury.

%19 U.S.C. § 1673d(b). The statute defines “material injury” as “harm which is not inconsequential,
immaterial, or unimportant.” 19 U.S.C. § 1677(7)(A).
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context of U.S. production operations.®’” Although the Commission may consider causes of injury to the

industry other than the LTFV imports,® it is not to weigh causes.® ° 7!

19 U.S.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).

88 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).

% See, e. g., Gerald Metals, Inc. v. United States, 937 F. Supp. 930, 936 (Ct. Int’1 Trade 1996); Citrosuco
Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int'l Trade 1988).

™ Commissioner Newquist further notes 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 (Ct. Int'l Trade 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 allegedly subsidized and LTFV imports. She finds that the clear
meaning of the statute is to require a determination of whether the domestic industry is materially injured by
reason of subsidized and L TFV imports, not by reason of the subsidized and LTFV imports among other things.
Many, if not most, domestic industries are subject to injury from more than one economic factor. Of these
factors, there may be more than one that independently are causing material injury to the domestic industry. It is
assumed in the legislative history that the “ITC will consider information which indicates that harm is caused by
factors other than less-than-fair-value imports.” S. Rep. No. 249, 96th Cong., 1st Sess. 75 (1979). 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 subsidized and LTFV imports are “the principal, a substantial or a
significant cause of material injury.” S. Rep. No. 96-249 at 74 (1979). Rather, it is to determine whether any
injury “by reason of” the 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).

For a detailed description of Commissioner Crawford’s analytical framework, see Polyvinyl Alcohol
from China, Japan, and Taiwan, Invs. Nos. 731-TA-726, 727, and 729 (Final), USITC Pub. 2960 at 25-26 (May
1996). Both the Court of International Trade and the United States Court of Appeals for the Federal Circuit have
held that the “statutory language fits very well” with Commissioner Crawford’s mode of analysis, expressly
holding that her mode of analysis comports with the statutory requirements for reaching a determination of
material injury by reason of the subject imports. United States Steel Group v. United States, 96 F.3d 1352, 1361
(Fed. Cir. 1996), aff’g 873 F. Supp. 673, 694-95 (Ct. Int’l Trade 1994).
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1. Volume of the Subject Imports™

Subject imports by quantity more than tripled from 3.39 million pounds in 1994 to nearly 11
million pounds in 1995, and then fell to 7.77 million pounds in 1996.” Subject imports by value rose from
$9.03 million in 1994 to $35.84 million in 1995, and then fell to $19.31 million in 1996.7

The market share of shipments of the subject imports rose significantly, increasing (by quantity)
from 57.6 percent in 1994 to 78.9 percent in 1995 and 86.8 percent in 1996. By value, the market share of
subject import shipments rose from 46.2 percent in 1994 to 69.9 peréent in 1995 and 76.1 percent in
1996.7

As noted above, current domestic capacity to produce crawfish tail meat is substantially less than
apparent U.S. consumption, and domestic production of crawfish tail meat is largely oriented to sales of
fresh tail meat, in season, to local customers in Louisiana and the contiguous states.” Thus, it is clear that
some of the rising volume of imports went to serve rising demand for a stable, year-round supply of frozen
tail meat in non-traditional markets outside Louisiana and the contiguous states. We note, however, that, in

each of the three years examined, the majority of shipments of the subject imports were to customers in

> Commissioner Crawford joins only in the factual, numerical discussion of the volume of imports below. She
does not rely on any analysis of trends in the market share of subject imports or other factors in her determination
of material injury by reason of the LTFV imports. She makes her finding of the significance of volume in the
context of the price effects and impact of these imports. For the reasons discussed below, she finds that the
volume of subject imports is significant in this investigation.

7 Petitioners urge us to draw an adverse inference against several importers who did not submit questionnaire
responses in the final phase of this investigation. See Petitioners’ Prehearing Brief at 9; Hearing Tr. at 66-68;
Petitioners’ Posthearing Brief at II-16-1I-18. Because questionnaire responses account for a large majority of
imports over the entire period, petitioners concede that our estimates for the missing data are reasonable, and the
adverse PIERS data proffered by petitioners appears to be unreliable, see Hearing Tr. at 66-68; CR at IV-5, PR at
IV-3, we decline to draw the requested adverse inference.

™ Table IV-1, CR at IV-6, PR at IV-4.
 Table IV-2, CR at IV-7, PR at IV-5.

6 Table I-1, CR at I-8, PR at I-6; Table III-1, CR at III-6, PR at III-4; Table III-2, CR at III-6, PR at ITI-4;
Table IV-2, CR at IV-7, PR at IV-5.
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Louisiana and the contiguous states.”” In addition, the rise in the volume of subject imports over the period
of investigation exceeded the rise in the quantity of apparent consumption. From 1994 to 1996, subject
imports rose by 4.37 million pounds, while apparent consumption grew by only 4.25 million pounds. From
1994 to 1995, imports rose by 7.60 million pounds while apparent consumption rose by only 3.63 million
pounds.” Moreover, the domestic industry’s market share and sales volume declined simultaneously in this
‘growing market. Thus, the evidence indicates that not all of the subject imports were serving new
demand.” ¥
While total subject imports declined somewhat in 1996, we give little weight to this decline, for
several reasons. First, the petition in this investigation was filed in September of 1996.5' Although our
full-year data show imports declining in 1996 from 1995 levels, data gathered in the preliminary phase for
the first half of 1996 show a significant increase over levels for the first half of 1995.%> Therefore, we

attribute the decline in imports for full year 1996 to a substantial decline in the second half of the year.

Because imports from China typically arrive in their greatest quantities in the second half of the year

7 Table I-2, CR at I-8, PR at I-6.
"8 Tables IV-1 and IV-2, CR at IV-6-IV-7, PR at IV-4-IV-5.

™ Commissioner Newquist agrees that the record demonstrates that the subject imports served more than just
new demand. In other words, he agrees that these imports displaced domestic like product. He notes, however,
that dumped imports may still be a cause of material injury absent such displacement.

8 Commissioner Crawford does not join the remainder of this section. She considered whether any change in
the volume, price effects, or impact of subject imports since the filing of the petition is related to the pendency of
the investigation. While she does not disagree with the factual discussion below indicating that subject imports in
1996 may have been lower than they would have been if the petition had not been filed, she relies on actual levels
of subject imports in making her determination of material injury by reason of LTFV imports.

81 The statute directs us to consider whether any changes in volume, price effects or impact of the subject
imports are related to the pendency of the investigation. If we determine that this is so, the statute gives us the
discretion to reduce the weight accorded to the information, although we are not required to do so. 19 U.S.C. §
1677(7)(1).

& Compare Table IV-1, CR at IV-6, PR at IV-4, with Table IV-2, Preliminary CR at IV-7, Preliminary PR at
IvV-4.

18



(which corresponds to the harvest and production season in China),® and in the absence of contrary
evidence, we find that this decline is due, at least in part, to the pendency of this investigation.®* Second,
we would expect imports to decline somewhat in 1996 as importers attempted to liquidate the large
inventories of perishable tail meat built up in 1995.%° Importers reported that there was an oversupply of
frozen Chinese tail meat in the U.S. market in 1995 due to the entry into the market of multiple new
importers and a bumper crawfish crop in China.® Finally, the decline in total imports in 1996 is small
relative to the total increase in the quantity of imports over the three year period of investigation and, in any
event, domestic shipments of subject imports continued to rise in 1996.%7 Accordingly, we give less weight
to the declines in import volume in 1996 than to the overall high level and rising volume of such imports
and shipments of such imports over the period examined.

Based on the rising quantity and market share of the subject imports and the fact that the rise in the
quantity of imports exceeded increases in demand, we find both the volume of the subject imports and the
increase in that volume over the period of investigation to be significant.

2. Price Effects of the Subject Imports
In this investigation, we collected separate quarterly pricing data for sales of fresh and frozen tail

meat, sales to retailers and to distributors, and sales to customers in three regions: (1) Louisiana, (2)

£ CR at VII-2, PR at VII-1; Conf. Tr. at 186.

8 While respondents assert that imports from China declined in 1996 and will continue to decline in the future
because the Chinese industry is rationalizing and finding new export markets, thereby reducing its commitment
and ability to serve the U.S. market, we do not find their unsupported statements to this effect to be credible.
Actual and potential Chinese production capacity for crawfish tail meat appears to be enormous and the evidence
is in conflict as to whether there has been any reduction in that capacity in 1996. CR at II-11-II-12, VII-2, PR at
I1-8, VI-1; Petitioners’ Posthearing Brief at I-14 and Exhibit 1, 94; Chinese Respondents’ Prehearing Brief at 27-
29 and Exhibits 1-4. .

% See Table VII-2, CR at VII-6, PR at VII-3.
% CR at VII-3-VII-4, PR at VII-2; Conf. Tr. at 166-68.
¥ Table IV-2, CR at IV-7, PR at IV-5.
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Arkansas, Texas and Mississippi, and (3) all other states.®® In general, reported price data show that U.S.
processors’ selling prices, especially for fresh tail meat, rose modestly, while U.S. importers’ prices fell.
The major exception is that U.S. processors’ selling prices for frozen tail meat to retailers in Louisiana
generally fell %

Specifically, quarterly selling prices of domestic fresh crawfish tail meat to both retailers and
distributors in all three regions generally rose from 1994 to 1996.*° Quarterly selling prices of domestic
frozen crawfish tail meat to retailers in Louisiana fell in 1995 from their 1994 levels, held steady or rose
somewhat in 1996, but were lower in each quarter of 1996 than in the comparable quarter of 1994.°' U.S.
sales prices for imports of Chinese frozen tail meat to both retailers and distributors in Louisiana fell
consistently over the period of investigation.” Quarterly U.S. selling prices of frozen tail meat sold to
retailers in Arkansas, Texas, and Mississippi generally rose or held steady from 1994 to 1996, while those
for the imported product fell.*® Prices for sales of Chinese tail meat to distributors in Arkansas, Texas, and
Mississippi also declined over the period.** U.S. processors did not report prices for sales of frozen tail
meat to retailers or distributors in all other states. Quarterly selling prices for Chinese imports to retailers
in all other states showed a mixed pattern, while those to distributors in all other states generally declined
over the period examined.*

All the price comparisons involving domestic and Chinese tail meat to the same type of purchaser

% CR at V-6-V-7, PR at V-4-V-5.
¥ CR at V-7, PR at V-5.
% Tables V-7-V-9, CR at V-13-V-14, PR at V-11-V-12.

%! Table V-1, CR at V-8, PR at V-6. Data reported by U.S. processors for sales of frozen tail meat to
distributors in Louisiana were too limited to show clear trends. CR at V-32, PR at V-27.

% Tables V-1-V-2, CR at V-8-V-9, PR at V-6-V-7.
% Table V-3, CR at V-10, PR at V-8.

% Table V-4, CR at V-11, PR at V-9. Data reported by U.S. processors on sales of frozen tail meat to
distributors in the three contiguous states were too limited to identify a trend.

% Tables V-5-V-6, CR at V-12, CR at V-10.
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in the same area of the United States show that the Chinese tail meat consistgntly undersold the domestic
tail meat by margins exceeding 20 percent.*® In addition, prices of the Chinese frozen tail meat were at all
times below those for domestic fresh tail meat.”’

In some circumstances, we might conclude that such large price differences indicate a lack of
substitutability between the subject imports and the domestic like product.®® In this investigation, however,
the record evidence is to the contrary. While it is true that some portion of the market has a preference for
the fresh domestic product,” the preference is neither as absolute nor as widespread as respondents
suggest. Among 14 responding purchasers, 7 reported that fresh and frozen tail meat are easily substituted
and an additional two reported that they are occasionally substituted.'® A number of purchasers, most
located in Louisiana, reported that they had switched from either fresh or frozen domestic tail meat to the
Chinese product on the basis of price. Many reported a general preference for the fresh (domestic) product
over frozen tail meat, but indicated that the price differential was sufficiently large to induce them to
substitute the frozen product anyway or to mix more expensive fresh tail meat with the subject imports in

the same dish.!”

% 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.

% CR at V-7, PR at V-5; Tables V-1-V-3, CR at V-8-V-10, PR at V-6-V-8.

% Commissioner Newquist notes that, in his view, questions concerning substitutability based on characteristics
and uses are appropriately addressed in the like product determination. Accordingly, further assessment of
substitutability for purposes of a causation analysis is generally not warranted.

® CR at I1-4 n.14, 1I-14, 1I-17-11-18, PR at II-3 n.14, 1I-10, II-12; Hearing Tr. at 34-35, 49, 59, 60-61, 77, 84-
85.

1% purchasers were asked whether the products are “easily substituted,” “occasionally substituted,” or “not
substituted” in response to a change in relative prices. CR at II-16-1I-17, PR at II-11-II-12. In addition, ***, a
large purchaser and one of the few that stated that fresh and frozen tail meat are not substituted, explained that
*% - Id.

101 CR at V-38-V-43, PR at V-31-V-34; Hearing Tr. at 49, 60-61, 89-90, 92, 94. While a few purchasers in
Louisiana supported respondents’ assertion that lack of availability of the domestic product, rather than price,
played a role in their switch to imports, most of those purchasers identified price rather than availability as their
reason for switching. Availability appears to have been relatively more important to purchasers outside Louisiana

(continued...)
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Rather than evidencing a lack of substitutability, we attribute a significant portion of the price
differential between the domestic product and the subject imports to the domestic processors’ inability to
reduce prices in the face of low and declining import prices. Indeed, domestic processors reported that they
had to hold steady or raise selling prices over the period to cover rising labor and raw material (live
crawfish) costs.!” Although U.S. sales prices for Chinese imports were often at or less than domestic
producers’ cost of production, sales at less than the cost of production were not a viable option for
domestic processors. Domestic producers tend to be small, family-operated businesses without significant

capital reserves and are thus limited in their ability to continue operations for very long unless they cover

101 (.. .continued)
and the contiguous states. CR at II-21, PR at II-14.

1% CR at VI-4, VI-6, PR at VI-1-VI-2; Hearing Tr. at 75-76, 78-79, 111-113, 122-23, 144-47.
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their production costs.'®® 1% Accordingly, domestic producers generally did not lower their prices to meet
subject import prices, as the price data demonstrates.

Instead of forcing domestic producers to lower their prices, the low and declining prices of the
subject imports have had their most pronounced effects on the domestic industry’s production and sales
volumes. Historically, domestic producers have frozen some portion of the tail meat produced during the
in-season and stored it for sale in the off-season. During the period of investigation, however, they have
become increasingly unwilling to freeze tail meat on speculation, because freezing and inventory costs add

to the price they need to charge to break even on tail meat sales. Thus, many have become “custom

1% Hearing Tr. at 64-65, 75-76, 80-81, 84-85, 95, 111-113.

1% Commissioner Crawford does not concur with her colleagues’ conclusion that subject imports are having
significant price effects and thus does not join the remainder of this section. 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
substantially. In this investigation, the dumping margins for subject imports from China are very large, so that
subject imports likely would have been priced significantly higher had they been fairly traded. Since subject
imports held a market share of 86.8 percent by quantity and 76.1 percent by value in 1996, the shift in demand
away from higher priced subject imports likely would have been substantial. Subject imports and domestic
crawfish tail meat are fairly good substitutes, particularly when both are frozen. Fresh domestic tail meat is
somewhat less substitutable for subject imports, at least in markets in and around Louisiana. Given this level of
substitutability, a significant portion of the demand for subject imports likely would have shifted to domestic
crawfish tail meat had subject imports been fairly traded. The extent to which such demand would be captured by
the domestic industry depends on demand and supply conditions. In this investigation, the elasticity of demand
appears to be very high. Consumer response to increasingly available, low-priced subject imports during the POI
indicates a high sensitivity of demand to price changes. Moreover, the availability of alternative products such as
other seafood products and whole live or boiled crawfish also indicates a higher elasticity of demand. Such
demand conditions indicate that while overall demand for crawfish tail meat might have been substantially smaller
had subject imports been sold at higher, fair prices, a significant amount of additional demand would have been
captured by domestic suppliers. In particular, demand from purchasers within the Louisiana area during the off-
season and to a lesser extent from purchasers outside of the Louisiana area, would have been captured by domestic
suppliers. However, purchasers would have resisted any significant increase in domestic producer prices. On the
supply side, any attempt by an individual supplier in the domestic industry to increase its prices in response to the
shift in demand would have been challenged by competitors. There are a significant number of crawfish tail meat
suppliers in the U.S. market that compete directly with each other. The domestic industry has significant
available production capacity, access to additional raw inputs, and some inventories with which domestic
producers would have competed among themselves for sales, had demand shifted away from subject imports. CR
at II-6-11-10, II-25-11-26, PR at II-5-1I-7, II-17-1I-18; Table D-1, CR at D-3, PR at D-3. Under such supply and
demand conditions, any effort by a domestic supplier to raise its prices significantly would have been beaten back
by its competitors or resisted by consumers. Therefore, significant effects on domestic prices cannot be attributed
to the unfair pricing of subject imports. Consequently, Commissioner Crawford finds that subject imports are not
having significant effects on prices of domestic crawfish tail meat.
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peelers,” producing frozen tail meat only for advance orders.!® With little demand for additional fresh tail
meat during the in-season at the prices domestic producers need to charge for it, producers have been left
with little choice but to curtail overall tail meat production.'® As discussed above, this phenomenon is
bomne out in the production and shipment data reported by the domestic industry.'"’

Given the rapidly rising demand for crawfish tail meat over the period of investigation and the
adverse weather conditions that reduced the domestic crawfish harvest, we would normally have expectéd
domestic producers to have been able to raise their prices sufficiently to cover their rising production costs.
Although prices for the domestic product have risen somewhat (except for sales of the frozen product to
retailers in the critical Louisiana market), they have not kept pace with rising costs because of competition
from low-priced imports from China. Instead, domestic processors find themselves in a cost-price squeeze.
If they raise their prices to cover fully rising costs, they expand the price gap between the domestic product
and the subject imports, further reducing the core of traditional purchasers who are willing to remain loyal
to the domestic product. As more purchasers switch to the less expensive subject imports, the domestic
industry’s sales volume is reduced and their per unit production costs rise, with resulting adverse effects on
revenues.'® Accordingly, we find that underselling by the subject imports is significant. We also find that,
with respect to the core of traditional purchasers who would not substitute another product for crawfish tail

meat, the subject imports have suppressed prices for the domestic product to a significant degree.

1% Hearing Tr. at 65, 73-74, 112-13.

1% The domestic industry has attempted to promote its product within Louisiana through public awareness
advertising urging local residents to be loyal to the local product regardless of its price. Hearing Tr. at 110-111.

197 Tables I1I-1 and III-2, CR at I1I-6, PR at I1I-4.

198 Although most production costs in this industry are accounted for by labor and raw materials, both of which
are variable costs, there are some fixed costs associated with maintaining a processing and freezing facility and
meeting all applicable health and safety standards. Hearing Tr. at 52, 58, 75, 78-79, 99, 113, 122, 145; CR at
VI-8, PR at VI-7.
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3. Impact of the Subject Imports on the Domestic Industry!® 110 111 112

As the foregoing discussion indicates, the domestic crawfish tail meat industry, consisting

primarily of relatively small processors, was confronted with a large increase in the volume of subject

19 The statute specifies that the Commission is to consider “the magnitude of the margin of dumping” in its
evaluation of the impact of imports on the domestic industry. 19 U.S.C. § 1677(7)(C)(iii)(V); see also 19 U.S.C.
§ 1677(35)(C); SAA at 850 (this provision “does not alter the requirement in current law that none of the factors
which the Commission considers is necessarily dispositive of the Commission’s material injury analysis”). The
company-specific dumping margins identified in Commerce’s final determination ranged from 91.50 to 156.77
percent, while the China-wide rate applicable to all other companies is 201.63 percent. 62 Fed. Reg. 41,347
(Aug. 1, 1997). Respondents argue that Commerce applied an unrealistic methodology in this case and that the
resulting margins are “fictional.” Hearing Tr. at 187-88. To the extent respondents are suggesting that we
consider the “correct” margins to be something lower than those found by Commerce, we note that the margins
which the statute requires us to consider are those found by Commerce in its final determination. 19 U.S.C. §
1677(35)(C).

10 yice Chairman Bragg notes that she does not ordinarily consider the margin of dumping to be of particular
significance in evaluating the effects of subject imports on domestic producers. See Separate and Dissenting
Views of Commissioner Lynn M. Bragg in Bicycles from China, Inv. No. 731-TA-731 (Final), USITC Pub. 2968
(June 1996).

1 Commissioner Newquist notes that, in his analytical framework, “evaluation of the magnitude of the margin
of dumping” is not generally helpful in answering the questions posed by the statute: whether the domestic
industry is materially injured; and, if so, whether such material injury is by reason of the dumped subject imports.

112 As previously stated, Commissioner Crawford does not evaluate impact based on trends in statutory impact
factors. In her analysis of material injury by reason of dumped imports, Commissioner Crawford evaluates the
impact of subject imports 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 the imports been fairly traded. In assessing the
impact of the 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, research and development and other relevant factors as required by 19 U.S.C.
§ 1677(7)(C)(iii). These factors together either encompass or reflect the volume and price effects of the dumped
imports, and so she gauges the impact of the dumping through those effects. In this regard, the impact on the
domestic industry's prices, sales and overall revenues is critical, because the impact on the other industry
indicators (e.g., employment, wages, etc.) is derived from this impact. As noted above, the domestic industry
would not have been able to increase its prices significantly if subject imports had been sold at fairly traded
prices. Therefore, any impact of the dumped imports on the domestic industry would have been on the domestic
industry’s output and sales. Had subject imports not been dumped, demand conditions would have prevented the
domestic industry from capturing the entire demand satisfied by subject imports; consumers appear to be sensitive
to prices and therefore would have significantly reduced their consumption in response to higher prices overall.
Nonetheless, a significant amount of demand would have been captured by domestic producers of crawfish tail
meat. Domestic suppliers could have easily increased their production and sales of both fresh and frozen tail meat
to satisfy the significant increase in demand. Accordingly, the domestic industry would have captured enough of
the demand for subject imports that its output and sales, and therefore its revenues, would have increased
significantly had subject imports not been dumped. Consequently, the domestic industry would have been
materially better off if the subject imports had been fairly traded. Therefore, Commissioner Crawford determines
that the domestic industry producing crawfish tail meat is materially injured by reason of LTFV imports of
crawfish tail meat from China.
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crawfish tail meat imports from China. The majority of the subject imports were sold in Louisiana and
contiguous states,''® and purchasers in Louisiana have reported switching from the domestic product to the
subject imports on the basis of price.''* Thus, while the low prices and consistent large supply of the
subject imports may have been responsible for creating significant new demand for crawfish tail meat both
inside and outside of Louisiana, the substantial volumes of low-priced subject merchandise sold in the
traditional local market have also displaced domestic sales, particularly in Louisiana.''* ''* Unable to lower
their prices below their production costs, domestic processors exercised the few options they had to respond
to competition from the subject imports, including selling more of their tail meat as fresh or frozen during
the in-season, selling more of their whole crawfish into the live market rather than processing it, and/or

shutting down production altogether.""’

As a consequence, domestic producers have experienced falling
production and sales volumes, capacity utilization, and employment, as well as rising per-uﬁit production
costs for their tail meat processing operations.!® Unable to raise prices sufficiently to cover rising costs
and with their sales volume declining, domestic processors suffered serious financial declines, with slim

profit margins turning to losses at the end of the period.'" '

13 Table I-2, CR at I-8, PR at I-6.
114 CR at V-38-V-43, PR at V-31-V-34; Hearing Tr. at 49, 60-61, 89-90, 92, 94.

5 Tables I-1 and I-2, CR at I-8, PR at I-6; CR at V-38-V-43, PR at V-31-V-34. Although respondents are
correct that the domestic industry has not operated sufficient production capacity at any time during the period of
investigation to satisfy rising domestic demand for crawfish tail meat, the industry’s inability to meet demand
does not disqualify it from receiving relief under the antidumping law where subject imports, in addition to
creating new demand, have had significant volume effects, price effects, or impact on the domestic industry.

16 Commissioner Newquist reiterates the views expressed in footnote 79, supra.
7 CR at I-5 n.15, II-7, I1I-2-11I-4, PR at I-4, II-5, II-1-111-3; Hearing Tr. at 43-44, 59, 71-75, 80-81.

18 Tables III-1, III-2, and III-5, CR at I1I-6 and III-8, PR at III-4-11I-5; Table VI-2, CR at VI-3-VI-4, PR at VI-
3-VI4.

1% Table VI-2, CR at VI-3-VI4, PR at VI-3-VI-4.

120 Commissioner Newquist notes that financial losses were reported by those processors still in business. As
indicated in note 58, supra, at least eight processors ceased operations during the period of investigation. In
addition, not only did those processors remaining in business experience financial losses, so too did many report
lost sales and lost revenues. See CR at V-37-V-43, PR at V-31-V-34.
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Contrary to respondents’ argument, we do not find that all of the reduction in production volume
and profits experienced by the domestic industry was caused by the weather.'” Rather, as discussed above,
the evidence indicates that bthe surge in low-priced imports prevented the domestic industry from raising
prices commensurate with rising live crawfish costs and reduced its sales volume, which aggravated any
difficulties attributable to weather-related live crawfish shortages.'* Accordingly, we find that the subject
imports have had a significant adverse impact on the domestic industry.

CONCLUSION
For the foregoing reasons, we determine that the domestic industry producing crawfish tail meat is

materially injured by reason of LTFV imports from China.

12! Respondents argue that bad weather reduced the availability and raised the price for live crawfish, causing
domestic producers to curtail production due to raw material shortages and to pay more for the live crawfish they
were able to obtain. Chinese Respondents’ Prehearing Brief at 7, 8-13; Chinese Respondents’ Posthearing Brief
at 6-8, Answers to Questions at 6-10; Importer Respondents’ Prehearing Brief at 18-21. They also argue that
domestic producers are unable to increase production due to a labor shortage. Respondents never asked us to seek
information on labor availability in our questionnaires. Hearing Tr. at 195-96, 202-205. Moreover, a labor
shortage, if it existed, would be relevant to the domestic industry’s inability to supply the entire market but would
not, as discussed above, preclude an affirmative finding in this proceeding.

12 CR at I1I-3-111-4, PR at ITI-2-111-3.
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PART I: INTRODUCTION
BACKGROUND
This investigation results from a petition filed by the Crawfish Processors Alliance, Breaux Bridge,
LA, on September 20, 1996, alleging that an industry in the United States is materially injured and threatened
with material injury by reason of LTFV imports of crawfish tail meat' from China. Information relating to
the background of the investigation is provided below.?
Date Action

September 20, 1996 .. Petition filed with Commerce and the Commission,; institution of Commission

investigation
October 17,1996 . ... Commerce’s notice of initiation
November 7, 1996 ... Commission’s preliminary determination
March 26,1997 .. ... Commerce’s preliminary determination; scheduling of

final phase of Commission investigation (62 FR 17637, April 10, 1997)
August 1,1997 ..... Commerce’s final determination (62 FR 41347)?
July 28,1997 ....... Commission’s hearing*
August 29,1997 .... Commission’s vote
September 8, 1997 ... Commission determination transmitted to Commerce

SUMMARY DATA

A summary of data collected in the investigation is presented in table C-1 in appendix C. Except as
noted, U.S. industry data are based on questionnaire responses of 31 firms that accounted for about 80 to 85
percent of U.S. production of crawfish tail meat during 1996. U.S. imports are based on questionnaire
responses of firms that accounted for virtually all U.S. imports of crawfish tail meat during 1994-96.°

! For purposes of this investigation, crawfish tail meat is freshwater crawfish tail meat, in all its forms (whether
washed or with fat on, whether purged or unpurged), grades, and sizes; whether frozen, fresh, or chilled; and regardless
of how it is packed, preserved, or prepared. Excluded from the scope of the investigation are live crawfish and other
whole crawfish, whether boiled, frozen, fresh, or chilled. Also excluded are saltwater crawfish of any type, and parts
thereof. Crawfish tail meat is provided for in subheadings 0306.19.00 and 0306.29.00 of the HTS with a free rate of
duty applicable to products of China.

2 Federal Register notices cited in the tabulation are presented in app. A.

3 Commerce calculated final LTFV margins to be as follows: for the 8 firms accounting for the majority of exports
to the United States, margins ranged from 91.5 to 156.8 percent; the China-wide rate was derived from the petition at
201.6 percent.

4 A list of witnesses appearing at the hearing is presented in app. B.

$ Importers” questionnaire responses during the preliminary phase of the investigation, covering data for 1994 and
1995, accounted for virtually all imports of crawfish tail meat from China. Questionnaire responses during this final
phase of the investigation account for about 80 percent of estimated imports in 1996. Accordingly, import data for 1994
and 1995 in this report are based on the questionnaire responses from the preliminary phase; import data for 1996 are
derived by applying a ratio (responses for 1995 provided in the final phase of the investigation to responses for 1995
provided in the preliminary phase) to reported 1996 imports.
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THE PRODUCT

The imported product subject to this investigation is crawfish tail meat, defined as freshwater
crawfish tail meat, in all its forms (whether washed or with fat on, whether purged or unpurged), grades, and
sizes; whether frozen, fresh, or chilled; and regardless of how it is packed, preserved, or prepared. This
section presents information on both imported and domestically produced crawfish tail meat, as well as
information related to the Commission’s “domestic like product” determination.®

Petitioners argue that the appropriate domestic like product consists of processed tail meat, whether
fresh or frozen. They specifically excluded live whole crawfish and other whole crawfish, whether boiled,
frozen, fresh, or chilled, from the scope of their petition.” Respondents argue that the domestic like product
should consist of all crawfish, whether live whole or processed tail meat. They argue that the similarities of
physical characteristics and uses, channels of distribution, and interchangeability between fresh tail meat and
live whole crawfish are far greater than the similarities between fresh and frozen tail meat, which the
petitioners have included in their scope definition.® In the preliminary phase of the investigation the
Commission found that the differences between tail meat and live and whole boiled crawfish constitute a clear
dividing line and that crawfish tail meat, whether fresh or frozen, is the domestic product which is like the
article subject to this investigation.

Physical Characteristics and Uses

In the United States, crawfish are sold for commercial consumption in three forms: live whole, whole
boiled, and processed tail meat. Accounting for about 85 percent of U.S. production, live whole crawfish are
the complete living animals (tail, head, body, claws, and shell), that are sold to end users who boil, peel,
sometimes season, and eat them.” Whole boiled crawfish account for approximately 2 percent of U.S.
production; they are typically packaged with seasonings and are shipped either fresh or frozen. The vast

¢ The Commission’s decision regarding the appropriate domestic products that are “like” the subject imported
products is based on a number of factors including (1) physical characteristics and uses; (2) common manufacturing
facilities and production employees; (3) interchangeability; (4) customer and producer perceptions;, (5) channels of
distribution; and, where appropriate, (6) price.

7 Petition, p. 4, and petitioners’ posthearing brief, p. II-1.

& Various Chinese exporters’ posthearing brief, pp. 9-10, and importers’ posthearing brief, p. 1. One importer, Red
Chamber, requested a scope ruling from Commerce to exclude partial shell-on raw processed tail meat from the scope of
investigation (Memo from counsel to Commerce, May 13, 1997). Commerce denied the exclusion request in its final
determination; therefore all data from importers’ questionnaires presented in this report include the response of Red
Chamber. Red Chamber urges the Commission to consider partial shell-on raw tail meat a separate like product in this
investigation, even though there is no industry in the United States producing such a narrowly-defined product. Red
Chamber has a patented process for removing the bottom outer coating of the crawfish, which effectively deveins the
tail. This process is only licensed for production in China. Red Chamber’s shipments of imports accounted for a little
over *** of shipments of imports of tail meat in 1996. Red Chamber’s posthearing brief, p. 3, transcript of hearing, p.
154, and telephone conversation with counsel, Aug. 6, 1997. Petitioner urges the Commission to consider partial shell-
on tail meat and peeled tail meat as one like product, transcript of hearing, p. 34, and petitioners’ posthearing brief, p.
II-5. ‘

9U.S. processors’ shipments of live whole crawfish are presented in table D-1, app. D. Tail meat processor’s
shipments of live whole crawfish were only a portion of the total sold. Fishermen, farmers, and other distributors also
sold live whole crawfish in Louisiana. Total harvests of live whole crawfish in Louisiana were 115.1 million pounds in
1994, 96.5 million pounds in 1995, and 71.7 million pounds in 1996. Louisiana crawfish harvest statistics, Sept. 18,
1996, and petitioners” postconference brief, p. 22.
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majority of the whole boiled product is exported in frozen form to Sweden, where it is viewed as a delicacy
and commands a premium price.!® About 13 percent of crawfish are further processed into tail meat."
Processors peel blanched whole crawfish and package the meat in bags that are shipped either fresh or
frozen.'?

Most domestic tail meat is sold fresh, whereas all the imported tail meat from China is sold frozen,
because of the perishable nature of the product. In addition to the fresh versus frozen distinction, domestic
tail meat is usually sold with the fat on, while the imported tail meat from China is sold with the fat washed
off. The fat of the crawfish is actually its hepatopancreas, which is golden-yellow in color. The fat imparts
flavor and thus is generally preferred by customers in Louisiana; however, non-traditional markets served
mainly by imported tail meat generally prefer the fat washed off."* In addition, because the fat spoils more
quickly than the meat, the meat is sold washed (without fat) in frozen form to extend its shelf life.

Live whole crawfish are used for crawfish “boils” or outdoor parties in Louisiana. Whole boiled
crawfish are mainly consumed in Sweden for their August Waterfest festival. Crawfish tail meat is used in
prepared dishes, such as bisques and etouffees.'*

Common Manufacturing Facilities and Production Employees

Most crawfish processors concentrate on peeling crawfish for a living, although they also sell a large
proportion of their crawfish purchases in the live market (42 percent), and process a little crab meat and
alligator meat.!> The larger grades of crawfish are packaged for immediate sale to the live whole and whole
boiled markets, while the medium and peeler grades are prepared for tail meat processing.

In the first stage of crawfish tail meat production, the live whole crawfish are placed in cooking
baskets and heated in unseasoned and untreated water at 200°F for five to six minutes. The crawfish are then
removed from the water and discharged onto a cooling table or platform. Once cooled, they are placed on

19 Data concerning U.S. processors’ shipments of whole boiled crawfish are presented in table D-1, app. D.

! The percentage estimate is derived from U.S. processors’ shipments during 1994-96 (multiplied by a factor of 6.25
pounds of live whole crawfish to one pound of processed tail meat), compared with total Louisiana harvests during those
years.

12 Because tail meat is processed from crawfish that have only been blanched for 5 to 6 minutes, it is not sold as a
fully cooked item. The partial shell-on tail meat is not blanched or cooked. Memo from counsel for Red Chamber to
Commerce, May 13, 1997.

13 Transcript of hearing, pp. 190-192.

14 Field trips, Sept. 30, 1996, and May 13-15, 1997. Partial shell-on tail meat is meant to be served alone, with tail
fins splayed so that it looks like finger lobster. Transcript of hearing, p. 152, and Red Chamber’s posthearing brief, p. 2.
Petitioners claim that partial shell-on tail meat is also used in etouffees and bisques, petitioners’ posthearing brief, p. II-
5, and transcript of hearing p. 34.

15 Responses to Commission questionnaires. Data concerning U.S. processors” purchases of live whole crawfish, by
quarter, are presented in table D-2, app. D. The amount of crawfish purchases devoted to tail meat production by
processors ranged from a high of 63 percent in 1994 to a low of 50 percent in 1996. The average for the period was 58
percent. These statistics are relevant for processors only. The overall proportion of live crawfish harvest devoted to tail
meat processing was only 13 percent during the period for which data were collected. The lower percentage is
explained by many farmers and fisherman selling their own harvest in the live markets. The proportion of tail meat
processed is determined by demand in the live market and by conditions of competition in the tail meat market.
Transcript of hearing, pp. 36, 70-71, and 80-81, and responses to Commission questionnaires.
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large peeling tables, where the tails are separated from the body and are peeled and deveined by hand. The
head, body, claws, and shell are discarded as waste.'®

Peeled tail meat is delivered directly to the packaging room, where the meat is inspected for
extraneous pieces of shell or debris missed by the peelers. The meat is then placed in plastic bags, weighed,
and immediately chilled. The bags are packed in boxes, iced, and placed in a cooler room, ready for shipment
as fresh tail meat. Meat intended to be frozen is placed directly in the freezer. After freezing, the bags are
boxed and placed in freezer storage, usually to be sold after the season.!’

Interchangeability and Customer and Producer Perceptions of the Product

Crawfish tail meat is only imported in frozen form, because of the perishable nature of the product.
Domestic tail meat is mainly shipped in fresh form, and increasingly so due to competition from imports from
China.'® There is much disagreement among the parties as to the interchangeability between fresh and frozen
tail meat. Petitioners argue that domestic fresh tail meat is preferable from a taste standpoint, because it is
fresh and has the fat on, but that imports of frozen tail meat are competing mainly due to their very low
price.! Petitioners point out that the imported frozen tail meat is packaged almost identically to domestic
fresh tail meat just to compete head-to-head.® Respondents argue that fresh and frozen tail meat do not
compete, and that imports of frozen tail meat have created a new market for low-income consumers and large
national restaurant chains.> Respondents point out that frozen imported tail meat is available year round in
massive quantities at a price which makes it attractive to national restaurant chains.? Tables I-1 and I-2 at
the end of this section show the percentage of shipments by processors and importers going to the Louisiana -
market and to other national markets. They show that imports have increasingly captured the market for tail
meat in Louisiana, indicating that there is some interchangeability among fresh and frozen products.?

Channels of Distribution

In the U.S. market, sales of crawfish tail meat are made primarily to distributors and food stores. As
indicated in tables I-3 and I-4 at the end of this section, the U.S. processors sold primarily to food stores and
the U.S. importers sold primarily to distributors. Food stores and restaurants, however, were the primary
final outlets for both the U.S.-produced and imported tail meat.

16 Petition, p. 6.

17 Petition, p. 6. Data on U.S. processors” annual capacity to freeze crawfish tail meat is presented in table D-1, app.
D.

18 As shown in table ITI-2, frozen tail meat accounted for only 8.3 percent of U.S. processors’ shipments of tail meat
in 1996 compared with 23.5 percent in 1994. In their questionnaire responses, processors attributed the decline in
frozen shipments to competition from imported tail meat from China.

1 Transcript of hearing, pp. 35-36, 39, 61, and 94.

20 Transcript of hearing, pp. 97-98, and petitioners” posthearing brief, p. 5.

2! Transcript of hearing, pp. 120, 127-129, 134, 139, and 177, and various Chinese exporters’ posthearing brief, p.
B-1.

2 Transcript of hearing, pp. 127-129, and 134.

2 In addition, purchasers reported that fresh and frozen tail meat were interchangeable in their questionnaire
responses.
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Prices

Domestic tail meat prices varied widely (from $3.75 to $8.91 per pound during 1994-96), based on
the season, but generally increased during the period for which data were collected. Imported tail meat prices
varied somewhat, at a consistently lower level, from $2.43 to $4.25 during the same period. Fresh domestic
tail meat is able to command a price premium over imported frozen tail meat in part because of the preference
by some consumers for the tastier fresh product.>* Petitioners reported that they were in a cost-price squeeze
during 1993-96 and chose to cut production rather than to lower prices.” ’

2 Transcript of hearing, p. 82.
2 Transcript of hearing, pp. 47-48, and 112-113, and petitioners’ posthearing brief, p. 10.
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Table I-1
Crawfish tail meat: U.S. processors' domestic shipments, by region, 1994-96

Item 1994 1995 1996
Quantity (1,000 pounds)
Shipments to: '
Louisiana.................cuuiiiin.. 1,406 1,486 1,032
Arkansas, Mississippi, and Texas . .......... 69 48 32
Allotherstates ... .................ou... 28 25 12
Total domestic shipments . ............... 1,502 1,558 1,076
Share of quantity (percent)
Shipments to:
Louisiana . ...........coooiiiinenan.. 93.6 95.4 95.9
Arkansas, Mississippi, and Texas . .......... 4.6 3.1 3.0
Allotherstates . ........................ 1.8 1.6 1.1
Total domestic shipments................ 100.0 100.0 100.0

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

Table I-2
Crawfish tail meat: U.S. importers' U.S. shipments, by region, 1994-96

Item 1994 1995 1996
Quantity (1,000 pounds)
Shipments to:
Louisiana................ ... ... ... 264 1,569 2,448
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