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UNITED STATES INTERNATIONAL TRADE CQMMISSION
Washington, D.C. 20436

731-TA~-29 (Preliminary)
ASPHALT ROOFING SHINGLES FROM CANADA
NOTICE OF INSTITUTION OF PRELIMiNARY ANTIDUMPING
INVESTIGATION AND SCHEDULING OF CONFERENCE

AGENCY: United States Intérnational Trade Commission.
ACTION: Institution of preliminary antidumping investigation’to determine
whether there is a reasonable indicationvthat an industry in the United States
is materially‘injured, or is threatened with mateﬁial injury, or the
establishment of an industry is materially retarded, by reason of imports from
Canada of certain asphalt roofing shingles, provided for in items‘256;90 and
523.§l of the Tariff Schedules of the United staﬁes (TSUS) , allegediy sold oOr
likely to be sold at less than fair value;
EFFECTIVE DATE: August 21, 1980.
FOR FURTHER INFORMATION CONTACT: Vera Libeau, Senior In§estigat6r
(202-523-0368) . | |
SUPPLEMENTARY INFORMATION:

Background. This investigation>is being ihstituted following rgcexpt of -
a petition on August 21, 1980, filgd by the Asphalt Roofing Manufacturers
Association, on behalf of domestic producers of asphalt roofing shingles. - The
petiﬁion requested the imposition of additionai duties in an amount equal to
the amount by which the foreign market value exceeds the United States price

of asphalt roofing shingles imported from Canada.



2

Authority. BSection 733 (a) of the Tariff Act of 1930 (19 U.S.c. 1673b(a))
requires the Commission to make a determination of whether there is a
reasonable indication that an -industry in the United States is materially
injured, or 1a»threateﬁed with material injury, or the establishmént of an
industry in the United States is materially retarded, by reason of imports
alleged to be, or likely to be, sold in the United States at less than fair |
value. Such a determination must be made within 45 days after the date on
which a petition is filed undei section 732 (b) or on which notice is received
from the Department of Commerce of an investigation commenced under section
732 (a). Acéofdingly, the Commission, on August 29, 1980, instituted |
preliminary ahtidumping investigation No;'73l-TA-29. This investigation will
be subject to the provisions pf partv207 of the Commission's Rules of Practice
and Procedure (19 CFR 207, 44 F.R. 76457) and parﬁicularly, subéart B tnereof.

Written submissions. Any person may submit to the Commission on or

before September 19, 1980, a written statement of information pértinent to the
subject matter of this investigation. A signed original and nineteen copies
of such statements must be submitted.

Any business information which a submitter desires the Commission‘to
treatvas confidéntial shall be sulmitted separately and each sheet must be
clearly mar ked atlthe top "Confidential Business Data." Confidential
submissions must conform with the requirements of sectioh ;01.6 df the
Commission's Rules of Préctice'and Procédh;e (19 CFR 20L.6) . AlL written
sulmissions, except for confidential bgsiness data, will be available for

public inspection.
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Conference. The Director of Operations of the Commlssioﬁ has scheduled a
conference in connection with this investigation for 10 a.m., e.d.t., on
September 15, 1980, at the U.S. International Trade Commission Building, 701 E
Street, NW., Washington, D.C. Parties wishing to participate in the
conference should contact the senior investigator for the investigation, Ms.
Vera Libeau (202-523-0368). It is anticipated that parties in support of the
petition for antidumping duties and parties opposed to such petition will each
be collectively allocated one hour within which to make an oral presentation
at the conference. Further details concerning the conduct of the conference
will be provided by the senior investigator.

Inspection of petition. The petition filed in this case 1is avaiiable for

public inspection at the Office of the Secretary, U.S. International Trade
Commission and at the New York City Office of the U.S. International Trade
Commission located at 6 World Trade Center.

By order of the Commission:

"~ Kenneth R. Mason
Secretary

Issued: August 29, 1980






United States International Trade Commission
Washington, D.C. 20436
731-TA-29 (Preliminary)

ASPHALT ROOFING SHINGLES FROM CANADA
NOTICE OF CHANGE IN SCHEDULED DATE FOR CONFERENCE
AGENCY: United States International Trade Commission.
ACTION: The notice instituting the above-captioned investigation appearing in

the Federal Register on September 4, 1980 (45 F.R. 58728) stated that the

preliminary conference was scheduled for 10:00 a.m., e.d.t., on September 15{
1980. This notice is to inform all interested parties that the date of the
conference has been changed to 10:00 a.m., e.d.t., September 22, 1980.
WRITTEN SUBMISSIONS: Will now be due on or before September 24, 1980.

FOR FURTHER INFORMATION CONTACT: Vera Libeau, Senior Investigator
(202-523-0368).

By order of the Commission.

L

enneth R. Mason
Secretary

Issued: September 4 , 1980
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United States International Trade Commission
Washington, D.C.

Investigation No. 731-TA-29 (Preliminary)
ASPHALT ROOFING SHINGLES
FROM CANADA

Determination

On the basis of the record L/ developed in investigétion No. 731-TA-29 (Pre-
liminary), the Commission determines (Commissioners Bedell and Moore dissenting) that‘
there is no reasonable indicagion that an indﬁstry in the United States is
being materially injured, or threatened with material injury, or that the
establishment of an industry is being materially retarded by reason of imports
from Canada of certain asphalt roofing shingles, provided for in items
256.90 and 523.91 of the Tariff Schedules of the United States (TSUS),

which are allegedly sold or likely to be sold at less than fair value (LTFV).

Background

On August 21, 1980, a petition was filed with the U.S. International Trade
Commission and the U.S. Department of Commerce on behalf of the Asphalt Roofing
Manufacturers Association, alleging that asphalt roofing shingles imporﬁed from
Canada are being, or are likely to be, sold in the United States at LTFV.
Accordingly, on August 29, 1980, the Commission instituted prgliminary
antidumping investigation No. 731-TA-29 (Preliminary) under section 733(a)
of the Tariff Act of 1930 (19 U.S.C. 1673b(a)) to determine whether there is
a reasonable indication that an industry in the United States is materially
injured or is threatened with material injury, or the establishment of
an industry in the United States is materiaily retarded, by reason of imports
of certain asphalt roofing shingles from Canada, as provided for in TSUS items
256.90 and 523.91. The statute directs that the Comﬁiésion make its deter-

mination within 45 days of receipt of the petition, or in this case by
1

1/ The record is defined in sec. 207.2(j) of the Commission's Rules of Practice
and Procedure (19 CFR 207.2(j)).



October 6, 1980. On September 11, 1980, the Department of Commerce issued a
notice announcing that it had found the petition to be properly filed within

the meaning of its rules and that it was instituting an investigation. Notice

to such effect was published in the Federal Register of September 17, 1980
(45 F.R. 61653). The product scope of the Commerce investigation is the same
as that instifuted by the Commission.

Notice of the institution.of the Commission's investigation and of tﬁé
public conference to be held in connection therewith was duly given by posting
copies of the notices in the Offiﬁe of the Secretary; U.S. International Trade
Commission, Washington, D.C., and the Commission's office in New York,City,

and by publishing the notices in the Federal Register of September 4, 1980,

(45 F.R. 58728 and of September 9, 1980 (45 F.R. 59438). A public conference
was held in Washington, D.C., on September 22, 1980.

In arriving at its determination, the Commission has given:due consideration
to the information provided by the Department of Commerce, to all written
submissions from interested parties, and to information adduced at the
conference and obtained by the Commission's staff from questionnaires and
other sources, all of which have been placed on the administrative record of

this preliminary investigation.



VIEWS OF CHAIRMAN BILL ALBERGER, VICE CHAIRMAN MICHAEL J. CALHOUN
AND COMMISSIONER PAULA STERN

Determination and Conclusions of Law

Section 733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b (hereinafter,
the Tariff Act), provides that in preliminary determinations the Commission,
[S]hall make a determination, based upon the best information
available to it at the time of the determination, of whether
there is a reasonable indication that
a domestic industry is materially injured, is threatened with material
injury or the establishment of an industry is materially retarded 'by
reason of imports of the merchandise which is the subject of the investigation"
by the Department of Commerce.
On the basis of the record in investigation No. 731-TA-29 (Preliminary),
we determine that there is no reasonable indication that an industry in
the United States is being materially injured, or threatened with material
injury, or that the establishment of an industry in the United States is
being materially retarded by reason of imports of asphalt roofing shingles
from Canada provided for in items 256.90 and 523.91 of the Tariff Schedules
- of the United States (TSUS), which are allegedly being sold, or are

likely to be sold in the United States at less than fair value (LTFV).

Domestic Industry

In this preliminary investigation, our first task is to define the
relevant domestic industry against which the criteria for a finding of
material injury is to be applied. Section,771(4)(A) of the Tariff Act
defines the term "industry":

[Tlhe 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.
v 3



The term 'like product" is defined in section 771(10) 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.

For the reasons stated below, we find the "like product' to be all
asphalt roofing shingles, whether organic or glass-base, in both imperial
and metric sizes.

Under the statute, the identification of the domestic industry is
based upon the proper identification of the "like product," which, in
turn, is a function of the article which is the subject of the Commerce
Department's investigation. With regard to articles under investigation,
the petitioner alleged material injury and the Department of Commerce
has instituted an investigation with respect to imports from Canadé of
asphalt roofing shingles. All of these shingles are organic-base and
are the standard Canadian metric shingle which measure 39 and 3/8 inches
in length and 13 and 1/4 inches in width.

The identification of the domestic product which is '"like" the
standard Canadian metric asphalt roofing shingle is relatively straightforward.
Under section 771(10) there are two alternative ways a product can be
found to be a "like product'": The product can be "like'" the imported
article, or where no such product exists, &he product can be '"similar in
characteristics and uses with'" the article under investigation. In this
case, there is domestic production of asphalt roofing shingles which are
virtually identical to the Canadian imports under investigétion. Some
eleven percent of domestic asphalt shingle production is of the metric
size, making these domestic shingles 'like" the Canédian imports.

However, the great majority of domestic production of asphalt roofing 4

shingles is of the non-metric size. Thus, the question arises as to



whether these so-called imperial size shingles, which are approximately
three inches shorter and about one inch narrower than the metric size,
can also be considered as products which are "like" the imported metric
asphalt shingle. In this regard, the producers of the metric shingle
have claimed that because metric shingles are larger than conventional
shingles fewer shingles and less labor are required to apply metric
shingles to a roof. Additionally, producers of imperial shingles have
argued that the use of metric shingles in re-roofing has a negative
impact on the appearance of the finished roof.

Despite these claimed advantages, no evidence has been received
which would suggest that the size differential of shingles would affect
the use to which asphalt shingles are put. Indeed, the respective imperial
and metric shingles are virtually identical except for their conformance
to the standard unit of measurement used by Canada and used in a significant
portion of international commerce. Thus, the domestic imperial shingle

is also to be considered '"like'" the imported metric asphalt shingle.

In addition, 21 percent of domestic asphalt shingle production is
glass-fiber base. Thus, there is also some question as to whether glass-
fiber base asphalt shingles are ''like'" the imported organic base asphalt
shingle. Organic-base and glass fiber-base asphalt shingles differ
largely in the composition of the base felt. Because of this difference,
glass-fiber base asphalt shingles are reputed to last longer and are,
therefore, sold at a slight premium. In addition, glass-fiber base
shingles are alleged to be less suitable for application (not use) during

the cold season in colder climates. Nevertheless, both products are



manufactured for precisely the same use and each is put to precisely the
same use. Each product is sold to the same type of customer and based
on the best data available appear to bé competitive with one another.
Therefore, we see no reasdn to differentiate between organic and glass-
fiber asphalt roofing shingles.

We, therefore, find that the "like product" in this case is the
domestically produced aséhalt shingle of organic and glass-fiber base
and of metric and imperial size. And, accordingly, we find that the
domestic industry consists of the producers of asphalt roofing shingles
of either metric or imperial size, whether of organic or glass fiber

base.



The final issue in our industry analysis concerns petitioner's
contention that within the domestic industry as a whole there exists a
regional industry consisting of 26 northern states. */ Section 771(4)(C)

of the Tariff Act of 1930 establishes the criteria for finding a regional

industry:

In appropriate circumstances, the United States, for a
particular product market, may be divided into 2 or more
markets and the producers within each market may be treated as
if they were a separate industry if--

"(i) the producers within such market sell all or almost
all of their production of the like product in question in
that market, and

"(ii) the demand in that market is not supplied, to any
substantial degree, by producers of the product in
question located elsewhere in the United States.

In such appropriate circumstances, material injury, the threat
of material injury, or material retardation of the establishment
of an industry may be found to exist with respect to an
industry even if the domestic industry as a whole, or those
producers whose collective output of a like product constitutes
a major proportion of the total domestic production of the
product, is not injured, if there is a concentration of
subsidized or dumped imports into such an isolated market and
if the producers of all, or almost all, of the production
within that market are being materially injured or threatened
by material injury, or if the establishment of an industry is
being materially retarded, by reason of the subsidized or
dumped imports.

In addition to these statutory requirements, we indicated in our opinion in

Certain Steel Wire Nails from the Republic of Korea, Inv. No. 731-TA-26 **/ that

%/ The proposed northern region consists of: Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, Connecticut, New York, New Jersey, Pennsylvania,
Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota, Iowa, Missouri,
Kansas, Nebraska, North Dakota, South Dakota, Montana, Wyoming, Idaho,
Washington, and Oregon. This definition is the same as that used in the
petition except for the elimination of the partial states of California,
Colorado and Utah. Because it was unclear how the petition delineated partial
states, the Commission's questionnaire excluded these partial states.

*%/ See Certain Steel Wire Nails from the Republic of Korea Inv. No.
731-TA-29, U.S.I.T.C. Pub. No. 1088 August 1980, views of Chairman Bill Alberger,
Vice Chairman Michael J. Calhoun, and Commissioner Paula Stern at p. 9.




there are at least two factors which must be considered in determining
whether there are appropriate circumstances to find that a regional
industry exists. These factors are that the region should account for a
significant share of domestic consumption and production, and that the
condition of the producers of the like product in the region should be
worse than that of the nationwide industry.

For purposes of this preliminary determination only, we find that
it is possible for a northern regional industry to exist, but it is
unlikely that this described region meets our standards. Since this
opinion constitutes the majoritf decision to terminate the case, we have
given the petitioner his best case for injury by adopting the proposed
region. Thus we have used the data collected for the producers in the
northern 26 states in our analysis. The statutory considerations can be said
to be satisfied. Eighty-seven percent of the production in the 26 northern
states during the period of the investigation was consumed in the 26 northern
states. In addition, it was reported that only 1.3 percent of the demand
in the 26 northern states was supplied by producers located outside these
states. The Commission's investigation also established that 99.95 percent
of the Canadian imports entered through ports of entry in the North, thus
indicating a concentration of imports within the region. */ With regard to a
finding of appropriate circumstances, we note that the northern region
accounted for about one-half of total U.S. production and U.S. consumption.
The ratio of less-than-fair-value imports to domestic éonsumption was
significantly higher in the northern region than the nationwide ratio.
Furthermore, while there was an overall decline in shipments during the
period January-June 1979, shipments by producers in the 26 northern states

have experienced a greater decline.

*/ Vice Chairman Calhoun, while concurring in the analysis, believes it
inappropriate to view the notion of concentration as a factor bearing on

a finding of regional industry. In his view, section 771 (4)(C) establishes
concentration as a factor bearing solely on the question of whether there

is material injury to a regional industry.
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If the Commission's determination had been affirmative in this
preliminary investigation and this case were to proceed to a final determiration,
we would have thoroughly explored these data in an attempt to verify their
accuracy. It seems highly questionable that the 26 state northern
region as defined by petitioner is in fact an isolated geographic market,
since there appears to be no natural or commercial reason for the boundary
drawn by petitioner between northern states and southern states. Additionally,
the location of several producers in the Pacific Northwest and the lack of
any other producers west of Minneapolis in the region suggests little if
any competition between those producers. Thus, the Pacific Northwest
producers probably constitute an isolated geographic market in their marketing
region. That would leave the remainder of the northern area as another
geographic market, if indeed shipments do not cross the alleged north-south
boundary. */

Material Injury by Reason of Alleged LTFV Imports

Section 771(7)(B) of the Tariff Act states that in making its
determination under section 733(a), the Commission shall consider among
other factors:

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

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

(iii) the impact of imports of such merchandise on
domestic producers of like products.

In addition, where the Commission is considering whether there is
injury to a regional industry, section 771(4) (C) requires us to determine

whether "the producers of all, or almost all, of the production within that

market'" is being injured by reason of the alleged LTFV sales.

*/ Commissioner Stern notes that there may be appropriate circumstances whenga

combination of two or more adjacent markets -- or distinct regions each of which
satisfies the criteria enunciated above —-- would constitute an appropriate geo-

grapnic area for regional analysis of the impact of subject imports.
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Almost all economic indicators reveal that the U.S. asphalt
shingle industry in the northern region was doing exceptionally
well from 1977 to near the end of 1979, With the construction
industry booming,'production; shipments, and employment all
increased and inventories fell. During this period, the major
problem the U.S. industry appears to have had was its ability
to supply the growing demand. Periodic shortages of raw materials
(granules and felt), particularly during 1978, held back the level
of U.S. production.

The only factor which was in decline from 1977-1979 was profits.
Despite slightly declining profitability, the industry continued to
increase capacity and nearly doubled its capital expenditures. */ What
the data from 1977-1979 seems to depict is an industry that was thriving
and making investments to secure its position for the future.

Toward the end of 1979 and through the first six months of
1980 -- coincident with the recession in the United States —— the data
reveal a downturn for the asphalt shingle industry. There were declines
in production (20 percent), capacity utilization (18 percent), ship-
ments (21 percent) and employment (15 percent). Inventories began to
accumulate and profits fell substahtially, Consumption which had
grown roughly 12 percent from 1977-1979, fell about 16 percent in

January-June 1980 over the cqrrespondiﬁg period in 1979,

*/ All other data discussed relate to the northern region except
-profitability and capital expenditures which were not available on ‘
that basis. ; 10
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Though consumption was dropping, the rise in imports which
had been continuous since 1977 (though market penetration had been
small) acéelerated in the first six months of 1980. At that time
import penetration rose to 11.5 percent in the northern region.
Nevertheleés, the rise in imports amounted to only 576,000 squares
during the period f/, while consumption fell about 2.1 million squares.
Thus, it is clear that the brunt of the problem facing the industry
in 1980 is attributable to the recession. The petitioner in fact
recognized this point at the conference. **/ However, in this investi-
gation the issue is ''not whether less than fair value imports are the
principal, a substantial or a significant cause of material injury." *#%%*/
In an antidumping case ''the Commission must satisfy itself that in the light
of the information presented, there is a sufficient causal link between the

less-than-fair-value imports and the requisite injury." — *%#%%/

*/ Some of these imports are being used by IKO Industries Ltd. (IKO),
Canada's largest shingle producer, to establish the market for its planned
U.S. production facilities. When IKO begins to produce in the U.S., they
have indicated that they will cease imports to areas serviced by their
new plants.

*%/ Conference Transcript, p. 40.

*%% [ S. Rep. No. 96-249, 96th Cong., lst Sess. 74 (1979) (hereafter
Senate Report).

#%%%/ 1d. at 75.

11



In this case, after ezamining the "'best available information' we
do not find a sufficient causal link.

In evaluating the effects of alleged LTFV imports on prices
Section 771(7){C) (iii) &irects the Commission to consider whether
"there has been significant price undercutting by the imported mer-
chandise as compared with the like prodﬁcts of the United States and
to consider whether the imports have resulted in significant price
suppression or price depreséion." (Emﬁhasis added.) The data reported
in Commission questionnaires do not reveal negative price effects by
reason of alleged LTFV imports. */ 1If imports were having a negative
impact on the northern region, one would expect prices for the domestic
product to be lower in the region where imports are concentrated than
prices in the rest of the country. **/ However, throughout most of the
period covered by the investigation, producers' prices in the northern
region remained within three percent of prices in the rest of the

country. **%/ *%%%/ Tn the period when this differential exceeded 3 percent

*/ All price data discussed above relate to organic-base shingle prices.
Glass-fiber-base shingles are generally priced higher than both U.S. and
Canadian organic~base shingles in both the northern region and the rest of
the United States. Any underselling with respect to U.S. glass-base shingles
would be the same as any underselling that may exist with respect to U.S.
organic-base shingles.

K%/ The staff report indicates that there is no evidence of regional
structural differences such as generally higher production costs which
could account for higher northern region prices.

K%k /[ Sometimes the prices in the region were higher and sometime the
prices in the rest of the country were higher. .The key point is that
prices in both areas were extremely close over the period.

kkk/ A caveful analysis of the price data reveals that prices outside 12
the northern region are overestimated. (See footnote, page 25 of the
staff report.)
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(from October 1979 to March 1980) average prices in the northern

region exceeded those in the rest of the country. */ From April to
June 1980 the regional price relationship again became very close,

with prices outside the northern region only slightly higher than
northern prices. This similarity in prices between the northern region
and the rest of the nation does not support the allegation of price
suppression in the region. There is also no evidence of price depres-
sion. Prices of asphalt roofing shingles in the U.S. rose by 60 to

66 percent from January-March 1977 to April-June 1980.

Since there is no evidence of price suppression or price depres-

sion, we would not expect to find significant underselling. In fact, the

data confirm our expectations. The data show that Canadian import
prices were on average eleven percent above U.S. prices through 1977-

1979, From January to March 1980 Canadian prices fell one percent

below U.S. prices. The pattern of higher import prices was reestablished

in April-June 1980 when Canadian imports sold for five percent (roughly

$1 per square) more than U.S. asphalt shingles. Thus, we see some

*/  The northern region's prices were $1 or five percent over those in
the rest of the country during this period.

13
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indication of price competition but certainly not "significant'" price
undercutting. */

The verified data on lost sales, as well, do not reveal price
undercutting, but instead indicate close ébmpetition for sales. **/
While customers contacted by the Commission mentioned price as a con-
sideration in their decision to purchase Canadian shingles, they also
cited availability and some indicated a preference for the "metric
shingle." The importers obtained affidgvits from numerous American
customers detailing the latter's preference for Canadian products for
reasons other than price. *#**/ Interestingly, U.S. imports from Canada,
by quarter for the first six months of 1980, reveal that the import
level was nearly the same for both of the first two quarters even though
from January to March Canadian imports undersold U.S. shingles by 22
cents per square and from April to June U.S. shingles undersold Canadian
shingles by $1 per square, The level of imports does not appear to be
correlated to the price relationship of U.S. and Canadian products dur-

ing this period.

*/ TFootnote 2 of page A-25 of the staff report speculates that the price
relationship of U.S. and Canadian asphalt shingles may be somewhat dif-
ferent than the data shown if U.S. producers reported prices for volume
discounts and Canadian importers reported sales to small accounts. This
purely hypothetical suggestion is based on underlying assumptions that

most Canadian sales are to relatively small accounts and that U.S. producers'
sales are to larger accounts with volume,discounts. Data was not available
concerning the typical size of U.S. and Canadian sales. Our decision in
this case is not to be made on speculation, but on the '"best available data
which is the price data provided on pages A-23 - A-24 of the staff report.

"

*%/ Staff briefing at public Commission meeting, September 30, 1980.

*%%/Statement and exhibits on behalf of IKO Industries. 14
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Congress has indicated that our antidumping law is "primarily
concerned with the situation in which the margin of dumping contributes
to underselling the U.S. product in the domestic market . . . . The
Antidumping Act does not proscribe transactions which involve selling
an imported product at a price which is not lower than that needed to
make the product competitive in the U.S. market, even though the price
of the imported product is lower than its home market price. Such so-
called 'technical dumping' is not anti-competitive, hence, not unfair." */
If the Canadians are indeed dumping asphalt shingles as alleged, the
record supports our conclusion that the alleged LTFV sales
are at most evidence of "technical" dumping.

In determining whether material injury to an industry is ''by
reason of" alleged LTFV imports, the legislative history of Title VII of
the Trade Agreements Act of 1979 states that:

"The law does not . . . contemplate that injury from

such imports be weighted against other factors (e.g.,

the volume and prices of nonsubsidized imports or im-

ports 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 in-

dustry) which may be contributing to overall injury to
an industry." *%/

*/ S. Rep. No. 93-1298, 93d Cong., 2d Sess. 179 (1974). This reference

to technical dumping was made in the context of amendments to the Antidumping
Act of 1921 by the Trade Act of 1974. Although that statute was repealed

by the Trade Act of 1979, Congress clearly stated that it intends for the
Commission to follow the same standard in applying the new 'material injury
test" that it used in cases under the 1921 Act, as amended in 1974. See

H.R. Rep. No. 96-17, 96th Cong., lst Sess. 46 (1979) (hereafter House
Report).

*%/ . House Report at p. 47. 15
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The Commission is directed, however, to:

"take into account evidence presented to it which

demonstrates that the harm attributed to the sub-

sidized or dumped imports is attributable to such

other factors.'" */

Much evidence was presented in this investigation concerning a
myriad of alternative causes of. the economic difficulties that have
recently beset the U.S. asphalt'sbingle industry, including the general
economic situation in the U.S., the serious recession in the construction
industry, the alleged popularity of the ''metric-shingle,'" the alleged
failure of the U.S. industry to shift rapidly to metric production, the
role of Georgia-Pacific in the marketplace, **/ and the limited return
on glass-fiber-base 'shingle investments. The Congress has recognized
that '""the determination by the ITC with respect to causation is
complex and difficult" and has left this matter "for the judgment of
the ITC." *#**/

Given the inability of the petitioner in this case to demonstrate
a causal link between the alleged LTFV imports and any injury the industr&

may be suffering, it is clear to us that other causes are responsible for

the present condition of the industry. *%¥%¥/

*/ Id.
**/ Staff report, p. A-8.

**%/  Senate Report, supra, note 3 at 75.

**%% Commissioner Stern notes the contrast between this case and
that of Inv. No. 303-TA-13 (Final), Certain Iron-Metal Castings
from India. In Inwv. No. 303-TA-13, the causal link was clear.

In the iron-metal casting industry, where import peﬁetration had
reached 32 percent by early 1980, price suppression and significant
margins of underselling existed.

16
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Threat of Material Injury

With regard to the threat of material injury, there is no
statutory definition of the term, however, the legislative history
states that

"With regard to the standard for a threat of material

injury, the committee intends that the ITC affirmative

determination shall be based upon evidence showing that

the threat is real and imminent and not upon mere sup-

position or conjecture." */

We do not see any ''real" or "imminent" threat to the U.S. industry

by reason of the alleged LTFV imports. To the contrary, several
developments in the industry are expected to lead to declines in

the level of Canadian imports. IKO, Canada's largest shingle producer,
has already built one plant in the U.S. and plans to open one or two
more. IKO's shipments from Canada to areas which will be serviced by
these plants is expected to cease as the plants come fully into produé—
tion. **/ Georgia-Pacific, which accounts for sizeable imports, is
also gearing up for its own production. And finally, to the extent
Canadian imports would increase based on a demand for metric shingles,

this demand for Canadian imports will relax as U.S. producers are

gradually expanding their capacity to produce metric shingles.

*/  House Report-at p. 47.

%%/ Also, from January-June 1980 part of the increase in U.S. imports
Trom Canada was comprised of shipments to Wilmington, Delaware, by I$O
to break into the market prior to the opening in December, 1980, of its
Wilmington plant. (See Statement on behalf of IKO at the Conference,l”’

pp. 3-4.)

o omg
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Findings of fact

The following findings of fact are relevant to our determination in this
investigation. These findings contain our analysis of the statutory criteria

required by sections 771(7)(B) and (C) of the Tariff Act of 1930.

A. Volume of imports

l. TImports of asphalt roofing shingles from Canada rose from 811,000
squares 1/ in 1977 to 1.5 million squares in 1979. During the first six
months of 1980 imports were 655,398 squares in the first quarter and 625,627
squares in the second quarter for a total of 1.3 million squares of shingles
imported from Canada, an increase of 80 percent from the level of imports
during the corresponding period of 1979. A portion of this increase resulted
from imports by Georgia-Pacific and IKO Industries which, at least iﬁ part,
are expected to decline once these cbmpanies open planned production
facilities. (See Report at pp. A-8 and A-9 and transcript of Conference
at p. 118.)

2. The ratio of imports of asphalt roofing shingles from Canada to total
apparent domestic consumption increased from 1.4 percent in 1977 to 2.3
percent in 1979. Imports of shingles from Canada during January-June 1980
accounted for 5.1 percent of apparent domestic consumption, an increase from
the 2.5 percent share of such imports in January-June 1979. (See Report
at p. A-20).

3. Virtually all asphalt roofing shingles imported from Canada entered
the United States through northern ports of enpfy~and are believed to be sold
in the northern region. Consequently,,C;nadian imports have a larger share of

apparent consumption of shingles in the northern region. The ratio of

1/ A square of shingles is the standard unit of measurement for this prodsct;
it consists of sufficient shingles to cover 100 square feet 6f roof area.
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Canadian imports to consumption in this region rose from 2.9 percent in 1977
to 4.7 percent in 1979 and jumped from 5.3 percent in January-June 1979 to

11.5 percent in the corresponding months of 1980. (See Report at p. A-21.)

The effect of imports on U.S. prices

4. Between January 1977 and June 1980, the average delivered prices for
Canadian shingles in the northern region generally exceeded those reported by
U.S. producers with the single exception of January-March 1980. The average
margin by which the price of the imported product exceeded U.S. producers'
prices was $1.69 per square, or 1l percent. 4(See Report at pp. A-22 and A-25).

5. The margin of overselling of the Canadian shingles was substantially
higher in 1977 and 1978 than in late 1979. In January-March 1980, the price
of the domestic product was about one percent higher than the Canadian product
but in April-June 1980 the price of the imported shingle was approximately
five percent above the price reported for domestic shingles. (See Report at
p. A-25).

6. U.S. producers' prices of organic-base shingles sold in the northern
region were comparable with those sold in-the rest of the country,
generally not diverging by more than three percent. Between September 1979
and March 1980, however, the average price for shingles sold in the northern
region was five percent higher than in the rest of the country. (See Report

at pp. A-23 and A-24.)

C. Impact on the affected industry

.

7. U.S. production of asphalt roofing shingles increased from 56 million.
squares in 1977 to 63 million squares in 1979. Production feil from 31
million' squares in January-June 1979 to 26 million squares in January-June
1980, a decrease of 16 perceﬁt. Prbduction in the northern region increased

. . 19
from 29 million squares in 1977 to 32 million squares in 1979. Production of
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asphalt roofing shingles in the northern region fell from 15 million squares
in January-June 1979 to 12 million squares in the corresponding months of
1980, or by 20 percent. (See Report at p. A-11.)

8. Domestic capacity to produce asphalt roofing shingles, rose from 94.4
million squares in 1977 to 97.5 million squares in 1979 and the ratio of
production to capacity also increased from 1977 to 1979. Although capacity
increased between January-June 1979 and January;June 1980, the capacity
utilization rate reported by domestic producers declined between the two
periods. Capacity in the northern fegion also increased from 1977 to 1979 and
between January-June of 1979 and 1980, rising from 45.2 million squares in
1977 to 46.7 million squares in 1979 and from 23.1 million squares in the
first half of 1979 to 23.7 million.squares in the corresponding months of
1980. (See Report at pp. A-12 and A-13.)

9. U.S. producers' shipments of asphalt roofing shingles increased from
55.4 million squares in 1977 to 62.6 million squares in 1979, or by 13 percent.
Shipments fell from 27.7 million squares in January-June 1979 to 23.8 million
squares in January-June 1980, a decline of 14 percent. Shipments of asphalt
roofing shingles in the northern region rose from 27.2 million squares in 1977
to 29.8 million squares in 1979, but declined from 12.6 million squares in
January-June 1979 to 9.9 million squares in January-June 1980. (See Report at
p. A-13.)

10. Inventories of asphalt roofing shingles held by U.S. producers
increased slightly from 2.2 million squares as of December 31, 1977 to 2.3
million squares as of December 31, 1979. The ratio of inventories to
production declined slightly during that period, from 3.8 percent to 3.7
percent. The ratio of inventories to production reportedAas of June 30, 1979
and 1980, increased from 7.5 percent on an annualized basis in 1979 to 9.5 20

percent on an annualized basis in 1980. Inventories held by producers‘in the
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northern region declined from 1.2 million squares as of December 31,1977 to
1.1 million squares as of December 31, 1979. The ratio of inventories to
production also declined from 4.l percent in 1977 to 3.6 percent in 1979 and
jumped from 8.8 percent as of June 30, 1979 to 12.0 percent as of June 30,
1980, on an annualized basis. (See Report at p. A-1l4 and A-15).

11. Apparent U.S. consumption of asphalt roofing shingles increased from
56.2 million squares in 1977 to 64 million squafes in 1979 but declined from
28.4 million squares in January-June 1979 to 25.1 million squares in
January-June 1980. Apparent consumption of asphalt roofing shingles in the
northern region rose from 28 million squares in 1977 to 31.3 million squares
in 1979 and then declined from 13.3 million squares in January-June 1979 to
11.1 million squares in the corresponding months of 1980. (See Report at
p. A-15.)

12. The total number of production and related workers in the asphalt
roofing shingle industry rose from 8,291 in 1977 to 9,170 in 1979. Employ-
ment in this industry dropped about 15 percent between January-June 1979 and
January-June 1980, from 9,228 workers to 7,824 workers. Hours worked followed
a similar trend. Production and related workers in the northern region rose
from 3,428 in 1977 to 3,814 in 1979 and then dropped from 3,840 to 3,249
between the first six months of 1979 and 1980. (See Report at p. A-17.)

13. The net operating profit reported by U.S. producers of asphalt
roofing shingles fell from $104 million in 1977 to $84 million in 1979 and
dropped sharply from $27 million in January-June 1979 to $580,000 in
January-June 1980. The ratio of net operating profit to net sales fell from
12 percent in 1977 to 7 percent in 1979 and from 5 percent in January-June
1979 to less than 0.05 percent for the corresponding montﬁs of 1980. (See

Report at p. A-18.) 21
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14. The capital expenditures of the U.S. producers of asphalt roofing
shingles nearly doubled from 1977 to 1979, rising from $40.2 million to
$73.3 million in 1979. Part of the increase in capital expenditures was a
result of the addition of three new plants which increased capacity in the
northern region. (See Report at pp. A-12 and A-19.)

15. The general decline in the housing market began during the end of
1979 and continued to decline throughout the first part of 1980. The economic
indicators of the U.S. producers of asphalt roofing shingles have only shown a
decline during January-June 1980, concurrent with this decline in the housing

market. (See Report at p. A-6.)

22
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STATEMENT OF REASONS OF COMMISSIONERS GEORGE M. MOORE
AND CATHERINE BEDELL
On the basis of the information available in investigation No. 731-TA-29
(Preliminary), we determine that there is a reasonable indication that an
industry in the United States is materially injured or threatened with
material injury by reason of the importation of asphalt roofing shingles from
Canada that are allegedly being sold or are likely to be sold at less than

fair value (LTFV).

The following findings and conclusions, which are based on the record in

this investigation, support our determination.

The domestic industry

In this investigation we consider the relevant domestic industry to
consist of the facilities of the U.S. producers used in the production of
asphalt roofing shingles. Since we find there is adequate data to indicate a
reasonable indication of injury to the entire domestic industry, it is not
necessary for us to reach a conclusion on the appropriateness of the
petitioner's allegation that there is a regional industry comprised of the

Northern States.

Reasonable indication of material injury

Section 733(a) of the Tariff Act of 1930 directs that the Commission
"shall make a determination, based upon the best information available to it
at the time of the determination.'" Section 771(7)(A) defines the term
"material injury" to mean "harm which is not ihconsequential, immaterial, or
unimportant.'" And sections 771(7)(B) and (C) direct that the Commission, in
making its determination, consider, among other factors, (1) the volume of

imports of the merchandise which is the subject of the investigation, (2) the
23
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effect of imports of such merchandise on prices in the United States for like
products, and (3) the impact of such merchandise on domestic producers of like
products.

In considering the first factor, the Commission found that imports of
asphalt roofing shingles from Canada, which are allegedly being sold at LTFV,
nearly doubled between 1977 and 1979, increasing from 811,000 squares 1/ to
1.5 million squares. In January-June 1980, 1.3 million squares of shingles
were imported from Canada, 80 percent more than the imports of this product
during the corresponding months of 1979 and only slightly less than the amount
of imports from Canada for all of 1979. 2/

After several years of sustained growth in the U.S. asphalt roofing
shingle industry, as shown by most of the economic factors nofmally examined
by the Commissibn, there was a sudden drop in January-June 1980 compared with
data for the corresponding months in 1979. U.S. production, which had
increased between 1977 and 1979, decliped 16 percent in January-June 1980. 3/
Domesfic capacity increased between 1937 and 1979 and in January-June 1980;
however, the capacity utilization rate declined in the first six months of
1980. 4/ Domestic shipments rose from 55.4 million squares in 1977 to 62.6
million squares in 1979 but fell from 27.7 million squares in January-June
1979 to 23.8 million squares in the corresponding months of 1980. 5/
Inventories of asphalt roofing shingles held by U.S. producers also increased
during the period for which the Commission collected data and the ratio of
inventories on June 50, 1979 and June 30, 1980 to production during January-
June 1979 and January-June 1980, respectively, rose from 7.5 percent as of

June 30, 1979 to 9.5 percent 6/.

1/ A square of shingles is the standard unit of measurement for this product;
it consists of sufficient shingles to cover 100 square feet of roof area. 24

2/ Report, at p. A-9.

3/ Report, at p. A-11.

4/ Report, at p. A-12.

5/ Report, at p. A-13.

6/ Report, at p. A-1l4.
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Apparent domestic consumption of asphalt roofing shingles rose from
56.2 million squares in 1977 to 64 million squares in 1979 but declined from
28.4 million squares in January-June 1979 to 25.1 million squares in January-
June 1980. 1/ Employment in this industry also increased between 1977 and
1979 but dropped about 15 percent between January-June 1979 and the
corresponding months in 1980. 2/ Net operating profit dropped sharply from
$27 million in January-June 1979 to $580,000 in January-June 1980; the ratio
of net operating profit to net sales fell from 5‘percent to less than 0.05
percent in the same period. 3/

The share of apparent U.S. consumption accounted for by imports of
asphalt roofing shingles from Canada doubled between 1977 and 1979, rising
from 1.4 percent to 2.3 percent in 1979 and to 5.1 percent in January-June
1980. i/ Thus both the volume and relative market share of alleged LTFV
imports showed dramatic increases over the period in which the alleged injury
occurred.

The data collected by the Commission on average delivered prices for
asphalt roofing shingles were inconclusive. We believe there was an upward
bias in the price data reported by importers of Canadian shingles because
importers in some instances appear to have reported prices to customers who
purchased small quantities of shingleé whereas U.S. producers reported
discounted prices to their largest customers. In January-March 1980, however,
the Canadian imports undersold the domestic product and it was in this period
that there was a dramatic increase.in both the volume and market penetration
of the Canadian shingles. 5/ The fact that Canadian shingles have undersold

domestically produced shingles was confirmed by U.S. purchasers of shingles

1/ Report, at p. A-15.

2/ Report, at p. A-17.

3/ Report, at p. A-18. 25
4/ Report, at p. A-20.

5/ Report, at pp. A-20 and A-23.
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to whom U.S. producers reported they had lost sales to alleged LTFV imports
from Canada. The most frequently cited reason these firms mentioned for why

they had purchased Canadian shingles over domestically produced shingles was

the lower price of the Canadian product. 1/

Conclusion

On the basis of the information developed during this investigation, we
have concluded that there is a reasonable indication that an industry in the
United States is materially injured or is threatened with material injury by

reason of alleged LTFV imports of asphalt roofing shingles from Canada.

a¥Va

1/ keport,'at'p. A-27.



A-1

INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On August 21, 1980, the Asphalt Roofing Manufacturers Association (ARMA),
on behalf of domestic producers of asphalt roofing shingles, filed a petition
with the U.S. International Trade Commission and the U.S. Department of
Commerce alleging that asphalt roofing shingles are being, or are likely to
be, sold in the United States at less than fair value (LTFV). Accordingly, on
August 29, 1980, the Commission instituted a preliminary antidumping
investigation under section 733(a) of the Tariff Act of 1930 (19 U.S.C.
1673b(a)) to determine whether there is a reasonable indication that an
industry in the United States is materially injured or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of imports from Canada of asphalt roofing
shingles, provided for in items 256.90 and 523.91 of the Tariff Schedules of
the United States (TSUS), allegedly sold or likely to be sold at LTFV. The
Commission, by statute, is required to make its determination by October 6,
1980, within 45 days of the receipt of the petition. The Commission's
briefing and vote on this investigation were held on September 30, 1980.

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was duly given by posting
copies of the notices in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and the Commission's Office in New York City,
and by publishing the notices in the Federal Register of September 4, 1980 (45
F.R. 58728) and of September 9, 1980 (45 F.R. 59438). 1/ A public conference
was held in Washington, D.C., on September 22, 1980, at which all interested
parties were afforded the opportunity to present information for consideration
by the Commission. 2/

The Product

Description and uses

Asphalt roofing shingles are made by saturating and coating a base felt
with asphalt, an oily substance which is a by product of the crude oil distil-
lation process. The felt is then cut into shingles. The base felt can be
organic, that is, made from paper, rags, or wood chips, or it can be made from
glass fibers (glass-fiber base). Shingles made from a glass-fiber-base felt
are a relatively new product. They are reputed to last longer than, and to be
sold at a slight premium over, organic-base shingles; however, it is alleged
that they are less suitable for application in colder climates. 3/

Dry, unsaturated felt of either organic material or glass—fiber may be
obtained by the manufacturer of shingles from an unrelated source, from a
related facility which produces such felt, or may be produced on a separate
machine in the same facility as that producing shingles. The dry, unsaturated

1/ A copy of the Commission's Federal Register notices is presented in app. A.

2/ A list of the witnesses appearing at the conference is presented in app. B.
3/ Transcript of conference, p. 46.

A-1
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felt is processed into shingles by a continuous process involving a succession
of stages. The first stage consists of saturating a continuous sheet of felt
with hot asphalt by passing it over rollers submerged in a tank of asphalt.
The hot felt is then cooled, and coated on both sides with harder, more
viscous asphalt as it passes between two coating rollers. A heavy layer of
mica or other rock or ceramic granules is then spread on one surface, while
talc, mica, or other surfacings are applied to the other side to prevent
sticking. The sheet is cooled once more, and then it can be either collected
on rolls as roll roofing, or it continues onto another part of the machine to
be cut into individual shingles. This part of the machine, which occupies 40
feet of the 240 foot machine, cuts shingles by passing the felt between a
shingle cutting roll equipped with knives and an anvil roll which exerts
pressure.

A square of shingles, the standard unit of measurement, contains enough
shingles to cover 100 square feet of roof area. Although there are many
different shingle weights, the ''standard" shingle is about 235 pounds per
square for organic-base shingles and about 215 pounds per square for
glass-fiber-base shingles. These are the weights required to pass certain
Underwriters' Laboratory rating tests and most local building codes. Standard
weight shingles account for approximately 74 percent of total domestic shingle
shipments. Shingles that are heavier than 235 pounds per square are generally
specialty products, having either a longer life expectancy or a special
appearance, such as a wood appearance strip shingle. The vast majority of
asphalt roofing shingles are strip shingles with or without tabs.

Most U.S. firms produce asphalt roofing shingles in lengths of 36
inches and widths of 12 or 12 1/4 inches. These are typically referred to as
conventional or imperial shingles. Some U.S. firms, however, have recently
started producing shingles in metric dimensions. The metric shingles are 39
3/8 inches long and 13 1/4 inches wide. Producers of metric shingles,
sometimes referred to as bonus or super shingles, claim that the larger metric
shingles take less time than conventional shingles to apply to the roof of a
building, and therefore, require fewer shingles and nails, as well as less
labor, to cover the same area. The majority of U.S. production, however,
still consists of conventional shingles. U.S. producers allege that there are
problems associated with metric shingles in reroofing applications. These
problems, however, are related only to the appearance of the finished roof and
there is no allegation that the structural integrity of the roof is affected.
According to ARMA, eight plants in the United States, accounting for 11
percent of domestic shipments, produce metric shingles. 1/

Asphalt roofing shingles are generally used to protect the roofs of
buildings from natural elements. These shingles are not appropriate for use
on flat roofs or on roofs with less than a 2-inch-per-foot pitch. 2/
Manufacturers recommend that roll or built-up roofing should be used on milder
slopes. Although roll roofing can be used in place of shingles on sloped
roofs, asphalt shingles are used almost exclusively because of their aesthetic
appeal. Asphalt shingles may also be applied as a protective covering to the
sides of buildings.

1/ Post conference statement submitted on behalf of ARMA, p. 21.
2/ The pitch of a roof is measured as inches rise per horizontal foot. A-2



U.S. tariff treatment

Organic-base asphalt roofing shingles are provided for under item 256.90
of the TSUS, and asphalt roofing shingles with a glass—-fiber base are provided
for under TSUS item 523.91. TSUSA item 256.9060, roofing shingles, and other
articles of building papers and building paper-felts, was alleged by the
importers to include items other than roofing shingles. However, a check of
“the 1 percent sample of the consumption entry documents indicated that the
only items entered under this number in the last 2 years were roofing shingles.

The present column 1 (most-favored-nation) rate of duty for item 256.90
is 8.1 percent ad valorem, and the column 2 rate of duty, applied to most
Communist countries, is 35 percent ad valorem. The current column 1 rate of
duty for organic-base asphalt roofing shingles has been in effect since
January 1, 1980, and reflects the initial reduction, resulting from the recent
Multilateral Trade Negotiations (MTN), which will result in a duty rate of 5.3
percent ad valorem for item 256.90 on January 1, 1987. The column 1 rate from
January 1, 1972, until January 1, 1980, was 8.5 percent. The remaining
scheduled reductions for item 256.90 and their effective dates are as follows:

Rate Effective date, Jan. 1--
7.7% ad val———————mm e 1981
7.3% ad val—=—————m e 1982
6.9% ad val-—-——=-=- 1983
6.5% ad val—==——= - 1984
6.1%2 ad val---- ——— 1985
5.7% ad val : 1986
5.3% ad val-- - ———— 1987

The present column 1 rate of duty for item 523.91, glass-fiber-base
asphalt roofing shingles, is 7.2 percent ad valorem and the column 2 rate of
duty is 30 percent ad valorem. The present rate of duty has been in effect
since January 1, 1980, and reflects the initial reduction resulting from the
MIN which will result in a duty rate of 4.9 percent ad valorem for item 523.91
on January 1, 1987. The column 1 rate from January 1, 1972, until January 1,
1986, was 7.5 percent ad valorem. The remaining scheduled reductions for item
523.91 and their effective dates are as follows:

Rate Effective date, Jan. 1--
6.9% ad val---- -—= 1981
6.5%7 ad val—r=—————m— e 1982
6.2% ad val----- - — 1983
5.9% ad val-===—=——- 1984
5.6% ad val - - —_— 1985
5.2% ad val - - 1986
4.9% ad val- 1987 .

Imports entered under both TSUS items from designated developing
countries are eligible for duty-free treatment under the Generalized Systemof
Pre ferences. ‘ :
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Nature and Extent of Alleged Sales at Less Than Fair Value

The petition alleged that asphalt roofing shingles from Canada are being
sold in the United States at less than fair value. Dumping margins allegedly
ranged from 5 to 36 percent.

In addition, the petition alleges that the LIFV sales have a greater
impact on the northern region of the United States. The northern region, as
defined in the petition includes the States of Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, Connecticut, New York, New Jersey, Pennsylvania,
Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota, Iowa, Missouri,
Kansas, Nebraska, North Dakota, South Dakota, Montana, Wyoming, Idaho,
Washington, Oregon, and the northern parts of California, Colorado, and
Utah. 1/ The petitioner also alleged that the asphalt used to saturate and
coat the shingles is less costly in Canada than it is in the United States as
a result of Canadian petroleum policy. As the cost of asphalt represents a
large portion of the total product cost, shingles could be produced cheaper in
Canada than they could be produced in the United States. The petitioner also
alleged that the fuel oil needed to power the production facilities is less
costly in Canada than in the United States, further reducing the cost of
Canadian production.

On September 17, 1980, the U.S. Department of Commerce issued a notice
announcing that it had found the petition to be properly filed, and that it
was instituting an investigation. Notice of the investigation was published
in the Federal Register of September 17, 1980 (45 F.R. 61652). 2/

The U.S. Market and Channels of Distribution

Asphalt roofing shingles are used by general contractors, roofing
contractors, builders, and homeowners for new contruction, and to replace or
repair old roofs. The application of roofing is highly seasonal owing to the
difficulties of applying shingles satisfactorily under adverse weather
conditions; the physical dangers inherent in such work are exacerbated by the
increased attention necessary to avoid damaging asphalt shingles in extreme
weather. Asphalt roofing shingles become brittle in very cold temperatures
and soft in very warm temperatures.

Industry sources estimate that as much as 70 percent 3/ of sales of
asphalt shingles in recent years have been for reroofing. 4/ This segment of

1/ Because it was unclear how the petition delineated parts of States, the
Commission's questionnaire excluded the States of California, Colorado, and
Utah from its definition of the northern region.

2/ A copy of Commerce's Federal Register notice is presented in app. C.

3/ Tramscript, p. 51. .

4/ This estimate may be low for the northern regions where more extreme
climatical conditions accelerate the normal deterioration of shingles, and
where the existing stock of older houses is a larger share of total housing;
and the estimate may be high in the southern region where economic expansion
in recent years has increased the share of sales intended for mnew housing
construction.
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the market is less vulnerable to the impact of a recession than the general
housing industry, although the expense of new roofing may force many
homeowners to delay such a project in times of economic hardship. The
remaining 30 percent of the market for shingles bears the full effect of any
decline in the construction of new, single family dwellings. Figure 1 shows
recent movements in construction of all privately owned housing units, by
region of the country, from January-March 1973 through April-June 1980.
Although these series include single family dwellings as only one of their
components, and the regions shown do not exactly correspond to those defined
by the petitioner in the current investigation, they are illustrative of the
varying impact of the 1980 recession among the several regions of the United
States. :

In 1979, the south accounted for approximately 43 percent of the total
new housing starts, the west for 27 percent, the northeast for 10 percent; and
the north-central region for 20 percent. The figure shows housing starts at a
very high level in all regions through most of 1977-78, before declining in
1979. The decline in starts has been most severe in the north-central region
(down 47 percent in January-June 1980 from the corresponding period of
January-June 1979), and least severe in the southern region (down 22 percent);
the south increased its share of total housing starts to more than 50 percent
owing to the more- moderate impact of the recession in that region. In both
the northeast and north-central regions, starts have been lower during
January-June 1980 than the corresponding period during the recession of
1974-75; only in the south have housing starts maintained a level
significantly above that of the earlier recession.

Asphalt roofing shingles are distributed to the final purchaser through
one of several channels. The distinctions between the channels is made
primarily on the basis of the customer served at the next transaction levelj;
the common denominator among these purchasers is the ability to handle
deliveries of shingles in quantities of no less than a truckload--approximately
40,000 pounds (170 to 200 squares). Several of the categories of purchasers
deal with building and roofing products other than asphalt shingles.

Generally, these categories are-—-

Distributors of roofing products-—-these distributors
handle only roofing products (e.g. shingles, roll roofing,
felt, liquid asphalt) for sale primarily to roofing
contractors;

Building material wholesalers—-these firms stock roofing
products, lumber, masonry supplies, and so forth, provide
delivery, serve as manufacturers' representatives, and
generally sell to general contractors and to smaller
retailers of building supplies;

Mass merchand isers--these chain organizations, with
outlets numbering in the hundreds, have centralized
purchasing of a large variety of building products, and
primarily serve building contractors and homeowners;
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Large building supply firms--those building supply
companies with sufficient volume of sales, with
warehousing facilities to handle truckload quantities of
shingles, and which serve both the building trade and
homeowners; and

Large roofing contractors-—-those roofing contractors with
a volume of business enabling them to purchase in
truckload quantities for application by their own roofers,
rather than for resale.

The Domestic Industry

There are about 22 firms operating approximately 110 establishments in
the United States that produce asphalt roofing shingles. Generally, each
establishment also produces roll roofing and asphalt saturated felts. Asphalt
roofing shingles are, however, the highest value products produced at these
establishments. At the conference held in connection with the investigation,
the allegation was made that asphalt roofing shingles are a product line that
is not truly separable from other asphalt roofing products. This claim was
made on the basis that asphalt roofing shingles are made on the same machine
as roll roofing products, and thus statistics on capacity utilization cannot
be separated for the two product lines. 1/ Asphalt roofing shingles accounted
for about 63 percent in 1979 of total shipments of all asphalt roofing
products, including roll roofing and asphalt saturated felt. The petition
alleged injury to an industry producing asphalt roofing shingles and the
remainder of the report contains data for shingles only.

The principal firms producing asphalt roofing shingles in the United
States are Owens-Corning Fiberglas Corp., GAF Corp., The Celotex Corp.,
Certain Teed Corp., Bird and Sons, Inc., The Flintkote Co., Johns-Manville
Corp., and Reynolds Aluminum Building Products Co. Domestic producers allege
that because of their heavy weight, asphalt roofing shingles cannot be
economically transported over long distances — generally not more than 300
miles from the producing plant according to the petition. As a result,
producers compete with only a limited number of other producers in each
producing plant's marketing area. Canadian producers, however, have claimed
that shingles are commonly transported over distances upwards of 600 miles.
Counsel for the Canadian producers stated that U.S. producers cannot be
segregated into northern and non-northern producers, and that the United
States cannot be separated into northern and non-northern markets. 2/ Data
obtained from the Commission's questionnaires indicate that about 87 percent
of the production in-the northern region was consumed in the northern region;
1.3 percent of northern consumptien was supplied by plants in the non-northern
region. Although it is not known what percent of the imports from Canada
were consumed in the northern region, virtually all (99.95 percent) of these
imports entered through northern ports of entry.

1/ Transcript, p. 88.
2/ Transcript, p. 73.
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The Canadian Industry and U.S. Importers

The petitioner alleged that there are four Canadian firms which produce
asphalt roofing shingles for export to the United States— IKO, Domtar,
Canadian Gypsum, and Building Products of Canada. As shown in figure 2, most
of the establishments operated by these firms are located close to population
centers in Canada, and the U.S. border.

* % %, TIKO Industries, a subsidiary of the Canadian producer, accounts
for approximately * * * percent of U.S. imports of Canadian shingles. In
addition, IKO Industries plans to begin shingle production in the United
States in December 1980. IKO has recently purchased and rehabilitated a
shingle-producing facility in Wilmington, Del. formerly owned by a now
bankrupt firm. TIKO also plans to open two more U.S. production facilities,
one in Arizona by December 1981. 1/ At the conference, an IKO Industries
representative testified that the company has increased imports in an effort
to develop a market for its future U.S. production facilities. 2/

Domtar Industries is also a U.S. importer affiliated with a Canadian
producer. Testimony given at the conference indicated that between 1977 and
1979, Domtar's only U.S. customer has been Georgia Pacific, an American
company. Georgia Pacific began producing shingles in 1978. A Domtar
representative alleged that Georgia Pacific has been selling Canadian shingles
to develop a market for their U.S. product, and that imports of the Domtar
product are expected to decline as Georgia Pacific increases its U.S.
production. 3/ Domtar accounts for about * * * percent of U.S. imports.
Building Products of Canada supplies Canadian shingles to * * * , 4/ The
channels through which Canadian Gypsum distributes in the U.S. market are
unknown. However, Canadian Gypsum did state at the conference that it does
not sell its product to its parent company, U.S. Gypsum, one of the U.S.
producers of asphalt roofing shingles.

U.S. Imports

According to official U.S. import statistics, virtually all (over 99
percent in 1979) U.S. imports of asphalt roofing shingles are supplied by
Canada, through northern ports of entry. As shown in table 1, total U.S.
~ imports of shingles increased from <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>