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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.
Investigation No. 731-TA-96 (Final)

NITROCELLULOSE FROM FRANCE

Determination

On the basis of the record'gf developed in the subject investigation,
the Commission determines, g/ pursuant to section 735(b) (1) of the Tariff Act
of 1930 (19 U.S.C. § 1673d(b)(1)), that an industry in the United States is
materially injured by reason of imports of nitrocellulose é/ which 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 May 10, 1983,
following a final determination by the Department of Commerce that imports of
nitrocellulose from France are being sold in the United States at LTFV.

Notice of the institution 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, D.C., and by publishing the notice in the Federal
Register on May 25, 1983 (48 F.R. 23490). The hearing was held in Washington,

e e e
D'C‘*~32.£EES,27’ 1983, and all persons who requested the opportunity were

.

permitted to appear in person or by counsel.

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

2/ Commissioner Stern dissenting.

27 For purposes of this investigation, nitrocellulose is provided for in
item 445.25 of the Tariff Schedules of the United States.






VIEWS OF CHAIRMAN ALFRED E. ECKES AND

COMMISSIONER VERONICA A. HAGGART

We determine that an industry in the United States is materially injured
by reason of imports of nitrocellulose from France which are being sold at
less than fair value (LTFV).

Two petitions were filed by petitioner, Hercules, Incorporated
(Hercules), one alleging less than fair value sales of the imported
product, 1/ and one alleging subsidization of the imported product. 2/ A
final affirmative countervailing duty determination was made by the Commission
on June 6, 1983. 3/ 4/ The record in the countervailing duty investigation
has been incorporated into the record in the instant investigation. 5/ The
only new information before the Commission in this investigation is
information for the first quarter of 1983 supplied by petitiomner for

employment and wages 6/ and financial data regarding its operatioms. 7/ To

1/ Petition filed July 2, 1982, under section 733 of the Tariff Act of
1930, as amended, 19 U.S.C. § 1673b.

2/ Petition filed September 14, 1982, under section 703 of the Tariff Act
of 1930, as amended, 19 U.S.C. § 1671b.

3/ Nltrocellulose from France, Inv. No. 701-TA-190 (Final), USITC Pub. No.

1390 (1982).

4/ Chairman Eckes notes that the antidumping and countervailing duty laws
of the United States provide a mechanism to address the situation in
which the same imports are subject to separate investigations involving
allegations of less than fair value sales and subsidization. Therefore,
in accordance with the statutory system of bifurcated jurisdictiom, the
Department of Commerce as the administering authority has responsibility
for the administration of any offset mechanism provided in the statute.
See section 772(d)(1)(D), 19 U.S.C. § 1677a(d)(1)(D).

5/ Memorandum to the file from Office of Investigations (June 17, 1983).

/ Report at A-14-15, Table 8.

/ 1d. at A-17-19, Tables 10 and 11.



the extent that our analysis in this antidumping investigation is the same as

that in the earlier countervailing duty investigation, it will not be repeated

hereine.

Domestic industry

We have previously determined that the like product in this investigation
is soluble industrial nitrocellulo;e, and that the domestic industry consists
of Hercules, the sole domestic producer of nitrocellulose. As no additional
information has‘been developed which would warrant a revision in the
definition of either like product or domestic industry, we adopt those

definitions as fully discussed in the prior determinations. 8/

Condition of the domestic industry 9/

As noted in the preceding countervailing duty investigation, decreased
domestic production, shipments, and employment data, increased inventories,
and the declining trend in the relevant profit and loss data demonstrate the

existence of material injury to this industry. 10/ Additional data supplied

8/ In the final countervailing duty determination, we adopted the
conclusions regarding the appropriate like product and domestic industry
from the preliminary countervailing duty and antidumping

investigations. Inv. No. 701-TA-190, supra note 3, at 3. For a full

discussion of our conclusions regarding this issue see Inv. No.

731-TA-96 (Preliminary), USITC Pub. No. 1280 (1982) and Inv. No.

701-TA-190 (Preliminary), USITC Pub. No. 1304 (1982).

9/ As in the countervailing duty case, because there is only one domestic
producer and only one exporter of French nitrocellulose, industry data
have been designated confidential and the discussion necessarily focuses
on generalized trends.

10/ Report at A-8-12 and tables included therein; Inv. No. 701-TA-190, supra
note 3, at 4-6.



in this investigation on employment and wages through the first quarter of
1983 show continued declining trends. 11/ Financial data updated through the
first quarter of 1983 show a continued decline in net sales, ratio of
operating profit to net sales, original cost, book value and replacement cost
of fixed assets, as well as a dramatic decrease in operating profit. gg/

As noted in the previous determination, increases in capacity do not
account for the declining utilization trends. 13/ Moreover, the financial
data reveal a decreasing trend in profit and loss indicators which persists
even when the costs related to Hercules' capacity expansion are factored

out. 14/

Material injury by reason of LTFV imports

Section 771(7)(B) of the Tariff Act of 1930 directs the Commission to

consider, among other factors, (1) the volume of imports of merchandise under

11/ Report at A-14-17 & Table 8; Inv. No. 701-TA-190, supra note 3, at
A-15-17.

12/ Report at A-17-18 & Table 10.

13/ See id. at A-8-9 & Table 2; Inv. No. 701-TA-190, supra note 3, at A-9-10

& Table 2.

14/ Report at A-19, Table 1l. In the final antidumping investigation
Hercules provided estimates of financial data assuming that the 1979-80
capacity expansion had not taken place. Based on this assumption, the
data suggest a somewhat improved financial picture for the petitioner;
however, the declining trend in profitability throughout the period
under investigation would remain unchanged.



investigation, (2) the effect of such imports on domestic prices, and (3) the
impact of such imports on the domestic industry. 15/ 16/

In making our affirmative determination, we have found a sufficient
causal nexus between material injury to the domestic industry and the less
than fair value imports. As noted in the countervailing duty
investigation, 17/ trends in volume of imports, domestic prices, margins of
underselling, and lost sales reveal material injury to the domestic industry
by reason of the subject imports. Information regarding price suppression
indicates that Hercules has lowered prices to meet the French
competition. 18/ As no new information on these factors has been presented,
we adopt our position on the question of causation as stated previously in the
countervailing duty determination.

Respondent argues that it sold nitrocellulose in the U.S. market to meet
the competition and that therefore any LTFV sales constitute technical

dumping. 19/ Specifically, SNPE cites price leadership, first by Hercules and

15/ 19 U.S.C. § 1677(7)(B).

16/ Commissioner Haggart notes that SNPE has again raised the issue of
exchange rates in the context of the causation question. Prehearing
Brief of SNPE at 1l4. The fact that a favorable exchange rate may
translate into lower prices for the imports does not alter the fact that
these imports are sold at less than fair value and may be a cause of
material injury to the domestic industry. It is the intent of Congress
that the Commission focus on the impact of the imports sold at less than
fair value once they are in the U.S. market and determine whether these
imports are the cause of material injury.

17/ For a complete discussion of the issue of material injury by reason of
_subsidized imports see Inv. No. 701-TA-190, supra note 3, at.6-8.

18/ See Report at A-25, Table 15 and A-29, Table 18,

19/ Posthearing Brief of SNPE at 4-5, 8.



most recently by the Japanese, as indications of technical dumping. 20/ It
there is in fact underselling by respondent, SNPE argues that any such
underselling is commercially insignificant and should be considered technic:a”
dumping. 21/

In the past, the Commission has determined that technical dumping exis -
where there was either no underselling by the subject imports gg/ or only
commercially insignificant margins of underselling. 23/ We do not accept
respondent's claim that the instant investigation is an example of technical
dumping in view of the consistent pattern of underselling during the period of
this investigation. Given the demonstrated price sensitivity of this
product, 24/ we find that the margins of underselling reported in this
investigation are commercially significant. 25/ Additionally, confirmed
information regarding price suppression coupled with information concerning
lost sales, indicates that margins of underselling are understated. gg/

For the foregoing reasons, we determine that the domestic industry is
materially injured by reason of imports of nitrocellulose from France which

are sold at less than fair value.

20/ Id. Based upon information developed in the course of this
investigation, we find no support for allegations of price leadership by
the Japanese. Report at A-27-28 & Table 17; Confidential Supplemental
Competitive Price Information (July 1, 1983).

21/ Posthearing Brief of SNPE at 4-5, 8.

22/ See, e.g., Melamine from Brazil, Inv. No. 731-TA-107 (Preliminary), USITC
,Pubo No. 1303 (1982)0

23/ See Asphalt Roofing Shingles from Canada, Inv. No. 731-TA-29
(Preliminary), USITC Pub. No. 1100 (1980).

24/ See Inv. No. 701-TA-190, supra note 3, at 8.

25/ See Report at A-24-27 & Table 15; A-28-29 & Table 18.

26/ Id. at A-29-35.






Views of Commissioner Paula Stern

I find that the domestic nitrocellulose industry is not
being materially injuged or threatened with material injury by
reason of imports from France sold at less than fair value
("LTFV"), pursuant to Title VII, Section 731(a) of the Tariff

Act of 1930. }/

I. Summary
These imports have also been the subject of a recent
countervailing duty investigation. 2/ While I evaluated the
facts in this case de novo, I drew many similar conclusions
upon a second look at the industry. Specifically, the margins
of underselling are not significant; there is no convincing
evidence of price suppression; the volume and market share of
French imports are small; and there is no causal nexus between
the subject LTFV imports and the alleged material injury of the

industry.

E/ 19 U.S.C. section 1673 et seq.

2/ Nitrocellulose from France, 701-TA-190 (Final), June 1983,
USITC Pub. 1390. My dissenting views are found on pp. 11-25.
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The conclusion that imports from France d4id not cause
material injury to the domestic industry was reinforced by the
following two points:

First data requested but not received in the last
investigation, has become available which documents how the
recent capacity expansion of the domestic industry, Hercules,
Inc. ("Hercules") diminished the firm's competitive standing by
forcing it to raise its prices.

Second, it is clear that the modest dumping margins found
by the Department of Commerce have had no material role in
enabling the French importer, Societe Nationale Des Poudres Et
Explosifs ("SNPE"), to meet the domestic competition of
Hercules. The small 2/ and in some cases miniscule g/
margins of underselling on the part of the French have not

contributed in any material fashion to the problems experienced

3/ See Staff Report at A-25, Table 15.

ﬁ/ See Respondent's Confidential Appendix to Mr. Reilly's
testimony, June 19, 1983, especially pp. A-4 5 and A-4-6.

10
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by the domestic industry. This is apparent because effective
July 1, 1983, SNPE lowered its prices just enough to meet the
domestic competition, despite the imposition of a 3.604 percent
ad valorem duty which followed the recent countervailing duty
decision. This could occur because the exchange rate
differential is so much greater than the subsidy margin. E/
Because almost all of the competitive cost advantage stemming
from the depreciation of the franc has been absorbed as profit
rather than passed through to consumers, é/ the relatively
small dumping duty has had no material effect. It has been the
depreciation of the franc, not the sales of imports at less

than fair value, which has accorded SNPE a competitive

5/ Staff estimates of exchange rate differential range
between 15-40 percent over the period of investigation. See
Report at A-25 and Table 16 at A-26. Also, Nitrocellulose from
France (June 1983), CVD opinion at 22, and Transcript of May
31, 1983, Commission vote in the CVD investigation. Since the
period which Commerce used to determine the margins
(January-June 1982), the franc has declined more than ten
percent against the dollar. The overall weighted-average
margin on all industrial nitrocellulose sales was found by the
Department of Commerce to be 1.38 percent. See Report at A-45.

6/ See Final Antidumping Hearing Transcript ("Transcript"),
6/17/83 at 107-09.

11
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advantage; Title VII cannot be construed to protect U.S.
industries from foreign currency devaluations. With or without
any duties in addition to the previously imposed countervailing
duties, the French importers will continue to be able to meet
both domestic and foreign competition in the U.S. market. The
less-than-fair-value sales have not caused and do not threaten

to cause material injury.

II. The Condition of the Domestic Industry

For the sake gf brevity, I incorporate by reference my
analysis of the condition of the domestic industry in the
recent countervailing duty case, Inv. No. 701-TA-190 (Final),
June, 1983. The relevant indicators point to definite problems
in the domestic industry's economic performance. However,
several points deserve reiteration in light of new information
presented to the Commission in the current case.

Prior to the period under investigation, Hercules shared
the nitrocellulose market with another domestic producer, E.I.
DuPont de Nemours and Co. ("DuPont"). At that time, each
producer held approximately one-half of the nitrocellulose

market.

12
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After several years of losses and considerable, but
unsuccessful efforts to restore its profit margins, DuPont
phased out nitrocellulose operations in 1977. Prior to leaving
the market, DuPont completed a study indicating that demand for
nitrocellulose had been declining and would continue to
decline, and that current world capacity to meet demand was
adequate. These assessﬁents were cited by DuPont to its
customers to explain the phaseout. 7/

Hercules considered the reasons behind DuPont's decision,
but questions were limited to whether or not DuPont had been

mistaken, given its shrinking market share. 8/

Z/ July 19, 1977 Mailgram from DuPont to customer, reprinted
in Staff Report, Appendix D.

8/  Hercules' testimony in Transcript at 38-40. That Hercules
was operating under different demand assumptions than DuPont is
also indicated by Hercules' acknowledgement in its 3/13/83
Post-Conference Submission at 3 that capacity was expanded in
part to meet possible future surges in domestic demand.

13
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According to Hercules, its prices and DuPont's prices were
basically similar when the two firms shared the nitrocellulose
market. 2/ Neither was a price leader, although technical
services, more attractive shipping arrangements and other
nonprice factors influenced customer preference.

According to DuPont, lﬂ/ there were reportedly periods
when a two- or three-cent price differential existed between
DuPont and Hercules, and when Hercules would undersell DuPont
for "lag period."

In either case, the pricing pattern between Hercules and
DuPont appears to have been analogous to that between Hercules
and SNPE. Margins of underselling may not have been
substantially different than is the case now between the

domestic and French producer.

2/ Phone conversation between Staff investigator and
Hercules' representative, 7/15/83.

52/ Phone conversation between Staff Investigator and DuPont
Representative, 7/15/83.

14
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What is different is that Hercules expanded its capacity
in the face of declining demand, a decline which was compounded
by a recession. Hercules' position in the marketplace has also
changed. Rather than an oligopolist meeting the competition of
another domestic competitor, Hercules has become the single
domestic producer competing against imports from a number of

sources. l&/

The Effect of the Capacity Expansion
on Hercules Competitive Standing 12/

It has been clear throughout the investigation that the

costs of Hercules' capacity expansion were substantial and had
P

11/ Confidential submissions to the Commission for 1979
through the first quarter of 1983 indicate a very substantial
market share for the domestic producer. In the March 9, 1983
issue of Chemicals Week Hercules stated it holds as much as 85
percent of the nitrocellulose market.

12/ Views in the countervailing duty investigation discussed
the reasons behind the conclusion that the impact of Hercules'
capacity expansion on the company's economic condition was
paramount.

While the statute instructs us not to weigh factors which
may contribute to an industry's injury, we are also admonished
to determine that there is a causal nexus between the imports
and the material injury being suffered by the industry. We
cannot weigh factors, but we can take into account facts
demonstrating that the harm is attributable to other factors.
See Melamine from Brazil, 731-TA-107, USITC Pub. No. 1393,
1982. Here the Commission noted that:

(Footnote 12/ continued on page 16)

15
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a heavy impact on Hercules' profitability. 13/ But the effect

Footnote lg/ continued:

While (t)he law does not . . .
contemplate that injury from such
imports be weighed against other
factors . . . , in examining the
overall injury being experienced by a
domestic industry, the ITC will take
into account evidence presented to it
which demonstrates that the harm
attributed by the petition to the
(alleged) dumped imports is
attributable to such other factors.
H.R. Rept. No. 317, 96th Cong., lst
Sess. 47 (1979) (Emphasis supplied.)

See also, Chlorine from Canada (P), Inv. No. 731-TA-90,
USITC Pub. No. 1249, 1982, where the Commission's negative
determination was based on several factors analogous to the
instant case: the ratio of imports 4did not reach a level high
enough to cause an adverse impact on the domestic industry; no
substantiation of price suppression was found; lost sales were
not sufficient to establish a causal link between the imports
and the domestic industry's problems, and finally, a recession
and decline in demand for chlorine had a substantial effect.

13/ See Report at A-18, Table 10, A-19 and A-20. Also, my
analysis in the CVD opinion, pp. 14-15.

16
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of these additional costs on Hercules' competitiveness had
remained uncertain. With the present final investigation, much
of that uncertainty has been removed.

The difficulty in ascertaining an exact cost per-pound
figure which reflects the expansion costs comes when estimating
interest, since Hercules did not borrow the money on the open
market. While internal financing has an opportunity cost, that
cost was not as high as it would have been had Hercules
financed the expansion externally. Hercules has provided the
Commission with a range of high figures which include interest
expenses for working capital and capital investments at prime
rates for the relevant year, and a range of low figures which
exclude interest altogether. 14/ The additional costs and
expenses related to Hercules' capacity expansion, on a
per-pound basis, lies somewhere between those two ranges. A
look at the two ranges suggests that the total effect of the
expansion on the cost per-pound of nitrocellulose, averaged
over the four-year period, when interest is included, is more

than the margins of underselling.

14/ See Report, table on A-28, lines 7 and 8.

17
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III. No Material Injury by Reason of
Less-than-fair-value Imports

A. Margins of Underselling and Lost Sales 15/

In a determination of material injury, the statute states
in regard to price effects on the domestic industry, that we

must evaluate "whether there has been significant price

15/ LTFV Margins: While the methodology of determining LTFV
margins is solely within the jurisdiction of the Department of
Commerce, a close examination of the weighted average LTFV
margins provided by Commerce is warranted insofar as it is
germane to the causation of injury allegedly suffered by the
domestic industry.

The Department of Commerce found that the foreign market
value of nitrocellulose exceeded the United States' price on
31.13 percent of the merchandise sold, and that the margins
ranged from zero to 12.26 percent, with a resulting weighted
average margin on all industrial nitrocellulose sales of 1.38
percent. (Report at A-45.)

(Footnote 15/ continued on page 11)

18
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undercutting by the imported merchandise." (Emphasis
supplied.) 16/

In the instant case, determining whether or not margins of
underselling are significant is complicated by several
factors. First, despite the fact that the period under review
was one of declining consumption and oversupply, prices of both
the domestic supplier and the importer, overall, increased

substantially. ll/ Second, imports from France were priced

Footnote lé/ continued:

Margins of underselling were calculated for fourteen
nitrocellulose product groupings. However, this investigation
primarily concerns the RS-type of nitrocellulose, which
accounts for the majority of domestic production and the vast
majority of imports from France. (Report at A-7.) Three
product groups, RS 1/2, RS 1/4 and RS 5/6 make up the bulk of
RS sales. Of the 36 sales making up the RS 1/4 product group,
26 sales or 72 percent had no margin or were not sold at less
than fair value in this country. Of the 53 sales constituting
the RS 1/2 grouping, 29 or 55 percent had no margin, ten of
which had significantly negative margins. And of the RS 5/6
product group, eleven out of 22 or 50 percent of sales had no
margin.

Thus, a close examination of the range of margins found by
Commerce indicate that more often than not in the product
groups that make up the bulk of this investigation, sales were
not made at less than fair value.

16/ U.s.C. 19 1677(7)(C)(ii).

17/ See Report at Tables 15 and 18.

19
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higher than the domestic product in several quarters during the
period under review. 18/

Thi;d, it appears from testimony presented throughout the
investigation that most competition between Hercules and SNPE
took place on a transaction-by-transaction basis. Typically,
Hercules would meet coméetition from both French and Japanese
imports selectively, 19/ charging lower prices where
competitive pressure and customer resistance were strongest. 32/
According to SNPE, as an importer with a strategy of becoming a

reliable second source of supply, there was no choice but to

set prices according to Hercules' most competitive prices. 3&/

18/ 1d., see especially, Table 15. Large margins of
overselling occurred particularly in early-1980 and late-1982
to early-1983.

19/ Transcript at 20, 24.

20/ SNPE Post-Hearing Submission. Confidential Appendix to
Mr. Reilly's testimony, 6/29/83.

21/ supra, p. 3.

20
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If prices of nitrocellulose from SNPE and Hercules are
compared on an average basis, the margins of underselling,
where they exist, are tiny. . 22/ If, on the other hand, a
comparison is made on the basis of lowest prices offered
consumers on a transaction-by-transaction basis, the margins of
underselling become miniscule. 23/ The margins actually
disappear in three out of four guarters in 1982 when Hercules
claiﬁs the most injury. And in the remaining quarter, the
margin almost disappears. 24/ It is difficult to imagine how
prices of two competing companies could be any closer with the
imperfect knowledge of the marketplace. The prices of Hercules
and SNPE were, in effect, functionally equivalent during the
period when Hercules claims the most harm. In sum, the margins
of underselling in this case are not significant. They do,
however, document a policy on the part of SNPE of meeting the

domestic competition.

22/ See Report at A-25. Also see my analysis of this point in
the CVD investigation at pp. 3, 19, 20 and 21.

23/ SNPE Post-Hearing Submission. Confidential Appendix to Mr.
Reilly's testimony at pp. 3, 4.

24/ Supra.

21
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The conclusion that the margins of underselling in this
case are insignificant is supported by an analysis of lost
sales data gathered by the Commission's staff, petitioner's
analysis of the effects of price on lost sales, and
petitioner's testimony.

Lost sales data gathered by the Commission demonstrate
that a primary rationale for purchasers of French
nitrocellulose was to assure a secondary source of supply. 25/
Purchases of French nitrocellulose by at least half of the
customers in the sample were due to secondary sourcing or other
non-price reasons. Otherwise, purchases of imports from France
were insignificant in comparison to purchases from Hercules. 26/

Petitioner has provided the Commission with its own

analysis of the competitive situation between itself and SNPE. 27/

25/ See Report at A-29-35.

26/ See my analysis in the CVD investigation, pp. 23-24, also
n.51.

27/ Transcript at 10-11.
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According to a survey of 205 competitive price information
reports (which do not include competition from other sources in
Japan or elsewhere), 28/ a two-cent difference in price (more
than the average price spread between Hercules and SNPE
throughout the period under review) only resulted in a lost
sale half of the time. 29/ While price may be a factor,
clearly it is not the dominant one.

Moreover, it is still the case that for severalAquarters,
on both an £.0.b. and delivered basis, the margins of
underselling are less than what petitioner has represented to

cause a lost sale. 22/

28/ Transcript at 23.
29/ Transcript at 1l.

30/ Transcript at 30-34, CVD Transcript at 41. Compare to
Report, tables 15 and 18. The price differential critical to
losing a sale was discussed during the hearing (Transcript at
30-34). Testimony in the previous investigation had referred
to a two- to ten-cent range (CVD transcript at 41). New
testimony cited a one- to two-cent range. Petitioner's
representative argued that this new range did not contradict
his previous testimony. In any event, he cited only one
hypothetical case where a one-cent price difference might
result in a loss of two-thirds of a purchaser's business.
(Transcript at 10.)
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B. Price Suppression

The seminal argument of petitioner is that French prices
during some periods covered by this investigation did not
increase as much as Hercules' prices. Petitioner also argues
that margins of underseiling would be larger and presumably
more significant but for the suppressing effect of French

prices.

Material injury, according to the statutory language

regarding price suppression, 31/ is said to exist when

the effect of imports of such merchandise
otherwise depresses prices to a significant
degree or prevents price increases, which
otherwise would have occurred to a
significant degree. (Emphasis supplied.)

31/ U.s.C. 19 1677(7)(C)(ii)(II).
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The instant case presents us with a situation where the
domestic producer successfully implemented two major price
increases. 32/ The first was followed by a French increase
which was not as high as Hercules' increase. 33/ The second
was not followed by a French increase, although SNPE claims it
tried to raise prices bﬁt resistance by Fayette Chemical
Corporation, distributor of the French imports ("Fayette") and
its customers prevented its implementation until September
1982. 34/

SNPE argues that customer resistance and market forces are
responsible for any price suppression experienced by Hercules.

Customer resistance is substantiated as having affected the

32/ See Report at A-25, Table 15.
33/ See Report at A-25, Table 15.
2&/ Final Countervailing Duty Transcript, 5/9/83 at 100-103.

35/ Specific market conditions cited by SNPE which were
Tresponsible for its pricing policies were: (1) a sharp
decline in nitrocellulose consumption, and resulting
nitrocellulose overcapacity: (2) financial constraints on
purchasers of nitrocellulose; and (3) competition from third
parties, especially the Japanese. See SNPE Post-Hearing Brief
at 4.

35/
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pricing policies of both Hercules and SNPE. Both companies
were unsuccessful in implementing price increases in
 early-1982. 36/

Besides customer resistance, Fayette also cites increasing
competition from Japanese importers of nitrocellulose as a

reason why price increases were resisted. 37/ It appears that

36/ Respondent's Post-Hearing brief at 4; customer letters,
respondents' Pre-Conference brief, Appendix 2.

37/ Final CVD Transcript at 101-103. Petitioner rejects
EZﬁpetition from Japanese sources as a valid argument as to why
SNPE lowered its prices (Post-Hearing brief at 3). Hercules
argues that the Japanese were only a factor on the West Coast,
and that most competition between Hercules and French imports
took place on the East Coast and the Midwest. However, the
Commission has information documenting that the Japanese have
been and will continue to be an important source of competition
throughout the U.S. See Petitioner's Post-Hearing Submission
of July 1, 1983, showing eight instances of Hercules meeting
Japanese competition in locations other than the West Coast.
Also see Transcript at 21 where Hercules admits that Japanese
West Coast distributors have outlets in the East, and that
Hercules has lowered their prices as a result of that
competition. And see SNPE Post-Hearing Brief, 7/1/83, Appendix
4, where SNPE states in June 10, 1983 letter that new price cut
is the consequence of Hercules low prices in response to

Japan. Also, Staff investigations reveal that Japanese
importers are planning distribution centers in the Midwest and
are currently transporting nitrocellulose to the East Coast and
Southern U.S. at no extra cost.
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import volume from Japan is in fact increasing 32/ and that
these prices have been lower than the domestic product during
several quarters. 39/

Material injury due to price suppression can exist when
price increases are prevented which otherwise would have
occurred, and when prices are depressed by a significant
amount. In this situation: (a) both the domestic industry

and the importer increased prices by substantial margins, 40/

(b) the domestic industry appears at least on occasion to have

been the price leader, (c) the

22/ Report at A-13, Table 6, especially January-March 1982
compared to January-March 1983, and customer reports to Staff
investigator.

39/ Report at A-27, Table 17.

40/ See Report at A-25. The Commission has previously found,
even when there were much more significant margins of
underselling by the importer, that when there was no evidence
that such underselling adversely affected prices of the
domestic product, and when domestic prices increased at a
higher rate than the price of imports, no price suppression
exists. See Textiles and Textile Products of Cotton from
Pakistan, 701-TA-62 and 63 (Final), USITC Pub. No. 1086, July
1980.
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domestic industry achieved substantial increase in sales
revenue as a result of price increases during much of the
period under review, and (d) to the extent that the importer
did not raise prices as much as Hercules, there is a strong
likelihood that this was the result of competition from other
foreign sources, a decline in nitrocellulose demand generally
and the resulting increase in pricing leverage on the part of
consumers.

‘Moreover, there appears to be a direct relationship
between Hercules' capacity expansion and its pricing policies.
On one occasion, Hercules did lower its price. ﬁl/ However,
this occurred several quarters after French imports had been
priced slightly below those of Hercules. Specifically, French
imports undersold Hercules' product from the last quarter of
1980 and throughout every quarter in 1981. 42/ Hercules did
not lower its price until 1982, which was when Hercules began

to feel the effects of its capacity expansion. 1In 1982,

41/ See Report at A-25 and A-29, Tables 15 and 18.

42/ Supra.
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capacity utilization dropped significantly, 43/ production and
total shipments declined, gﬁ/ inventories increased, gé/
employment dropped 46/ and operating profits plummeted 47/ as a

result of increased costs. 3§/

C. Volume and Market Share of French Imports

' The statute calls for an evaluation of both the price and
volume effects of imports in a determination of material
injury. The statute explicitly states, regarding volume, that
material injury can exist when

the volume of imports, either in
absolute terms or relative to
production or consumption in the U.S.
is significant. 49/ (Emphasis added.)
While the absolute volume of French imports has increased, it

is not by a significant amount. More importantly, the recent

trend is one of decline. Volume of French imports fell in 1982

32/ See Report at Table 2.

44/ See Report at Tables 3 and 4.
45/ See Report at A-12.

46/ See Report at Table 8.

47/ See Report at A-17 through A-20.
48/ See note 13, also supra.

49/ U.S.C. 19 1677(7)(C)(ii)(I).
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when compared to 1981, and first-quarter 1983 imports are less
than half of their amount in the first quarter of 1982. 50/

While it is true that imports of nitrocellulose from
France captured an increasing share of a declining U.S. market
during the 1979-1982 period, market share increased as a
percent of U.S. consumption by less than 3 percentage points.
First-quarter 1983 data show a decrease of more than 50 percent
in market penetration from the corresponding period in 1982. 51/
Significantly, the SNPE market share is small when compared to
the petitioner's market share of as much as 85 percent. Thus,
the influence on Hercules of a temporary loss of a couple
percentage points of market share to SNPE has much less
significance than it would have, were the industry's share not
so dominant.

D. Effect of LTFV Margins

Another way to examine the impact of the LTFV goods is to
look at what might have occurred if the dumping duty had been
in place. One might argue that if French market share declined
as French prices went up, then the imposition of a dumping
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