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UNITED STATES INTERNATIONAL TRADE COMﬁISSION
Washington, DC

Investigation No. 731-TA-244 (Final)

NATURAL BRISTLE PAINT'BRUSHES FROM THE PEOPLE'S REPUBLIC OF CHINA

Determinations

On the basié of the recofd 1/ developed in the subject investigation, the
Commissién determines, 2/ purSyant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an:industry in the United States is threatened
» with material injury by reason of imports from the People's Republic of China
of natural bristle paint brushes, except artists' brushes, provided for in
item 750.65 of the Tariff Schedules of the United States, which have been
found by the Department of Commerce to be sold in the United States at 1ess
than fair value (LTFV).

The Commission also determines, pursuant tp section 735(b)(4)(B) of the
Tariff Act of 1930 (19 U.S.C. § 1673d(b)(4)(B)), that no material injury would
have been féund but for any suspension of liquidation of entries of the
merchandise. Because the Commission determined that there is only a threat of

material injury, it did not reach the question of critical circumstances found
e e e 2 _ —

in section 735(b)(4)(A) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)(4)(A)).

Background

The Commission instituted this investigation effective August 5, 1985,
following a preliminary determination by the Department of Commerce that

imports of natural bristle paint brushes from the People's Republic of China

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/ Vice Chairman Liebeler dissenting; Commissioner Brunsdale not
participating.



were being sold at LTFV within the meaning of'éection 731 of the Act (19
U.s.C. § 1673). ‘Noticg of the institution of the Commiséioh's investigation
and of a ﬁubiic hearing to bé held in connéction therewith was given by
posting copies of the notice in the Office of the Secretary, U.S.

International Trade Commission, Washington, DC, and by publishing the notice

in the Federal Register of September 5, 1985 (50 FR 36158). The hegring was
held in Washington, DC, on December 19, 1985, and all persons who requested

‘the opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRWOMAN STERN, COMMISSIONER ECKES,
COMMISSIONER LODWICK, AND COMMISSIONER ROHR

On the basis of £he record in Investigation No. 731—TA—£44 (Final), we
determine that an industry in the United States is threatened with material
injury by reason of imports of natural bristle paint brushes from the People's
Republic of China (PRC). This affirmative determiﬁation is based on a number
of factors including:- a rapid increase in volume and market penetration of
natural bristle brushes imported from the PRC during the period of
investigation; indications that the import volume will continue to increase;
evidence that the iﬁports have undersold domestic p#int brushgs b} substantial
margins; and, most importantly, a substantial increase-%n importers'
inventories of brushes from the PRC during the first ﬁalf of 1985 which will
affect future domestic industry sales.

We further determine that the domestic industry would not have been
* . materially injured by reason of iﬁports of hatural bristle paint brushes from
the PRC if there had been no sugpensioﬁ of liduidation of entries of those

paint brushes. 1/ Also, because we find that thére_is a threat of

1/ This determination is based on section 735(b)(4)(B) of the Tariff Act of

1930 which states:
’ : If the final determination of the Commission is that there

is no material injury but that there is threat of material

injury, then its determination shall also include a finding

as to whether material injury by reason of the imports of

the merchandise with respect to which the [Department of

Commerce] has made an affirmative determination under

subsection (a) of this section would have been found but

for any suspension of liquidation of entries of the

merchandise. . »
19 U.S.C. § 1673d(b)(4)(B). oOur. determination on this issue is based on our
"examination of the rate that imports of the PRC paint brushes were entering
the United States and the condition of the domestic industqy.



4

material injury, we do not address the question of critical circumstances. 2/

‘Like product and domestic industry

As-a threshold inquiry, the Commission is required to ideqtify the
domestic industry to be examined for the purpose of making an assessment of
m;tériél iﬁjury or the threat of mAtefial iﬁjury. ToiideAtify‘fhe domesﬁic
"industry the Commission mhst first identify the appropriate like product.
Section 771(10) of the Tariff Act of 1930 defines "like product" as:

a produét which is like, or in the absence of like, most
similar in characteristics and uses with, the article
-subject to an investigation under this subtitle. 3/

The Commission's decision on the like product issue is a factual
determination that is done on a case-by-case basis. In making its
determination in this cﬁse, the Commission considered a number of factors
including: a comparison of the essential characteristics of various paint

brushes, similarities in their end uses and in their channels of distribution,

substitutability, and similarities in manufacturing processes.

2/ Since the Department of Commerce (Commerce) affirmatively found critical
circumstances, section 735(b)(4)(A) of the Tariff Act of 1930 requires that:
the final determination of the Commission shall include a
finding as to whether the material injury is by reason of
massive imports described in subsection (a)(3) to an extent
that, in order to prevent such material injury from
recurring, it is necessary to impose the duty imposed by
section 731 retroactively on those imports. _ )
19 U.S.C. § 1673d(b)(4)(A) (emphasis added). Since we do not find that there
is "material injury" but only a threat of material injury, the statute does
not allow us to reach the question of imposing retroactive antidumpihg duties.
3/ 19 U.S.C. § 1677(10). ' '
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The imported products from the PRC in this investigation are paint
brushes and paint brush head§ made with natural bristle. 4/ 5/ The natural
Ibristle in these brushes ié made from boar's hair. Natural bristle and
synthetic filament 6/ paint brushes are used for a variety of ﬁurposes
including the application of paint, stain, wvarnish, lubricants, or glue, and
the removal of chips or other scrap generated by industrial machinery. There
are no known imports from the PRC of paint brushes which are/ﬁade with
synthetic filament. 7/

Natural bristle and synthetic filament paint brushes come in a variety of
sizes and in several quality ranges. 8/ These include small, inexpensive
brushes, called "chip"” or "utility"” brushes, which are used to clean machinery
or to apply lubricants or glue. Such a brush can also be used aé an economic
applicator of paint when a quality finish is not needed. There are also
higher quality paint brushes which are used by the general consumer or
“do—it—yourself" market. These consumer brushes also come in a variety of
sizes and quality ranges. They have more and better quality filler than do
chip brushes. Finally, theré are the top-of-the-line paint brushes which are

produced for the professional market. These have the highest quality. and the

4/ There are no known imports of paint brush heads, which are paint brushes
without the handle, from the PRC. Report of the Commission (Report) at A-2
n.2. Paint brush heads are not produced separately by any domestic producer;
they exist only as one stage in the manufacturing process. Neither party has
argued that paint brush heads should be a separate like product, and there is
no information on the record which would indicate that they should be a
separate like product. Therefore, we have not defined paint brush heads as a
separate like product.

5/ Artists' brushes are not covered by this investigation.

6/ Although the terms "filament" and "bristle" have similar meanings, the
paint industry's tradition is to use the term "filament" for synthetic fiber
and "bristle” for natural fiber. Transcript of the hearing (Tr.) at 103
(statement of Mr. Foster).

1/ Report at A-2.

8/ See id. at A-2-A-3.
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most natural b;istle or éynthetic filament filler. All of these brushes can
have either wooden or plastic handles.

Although domestiﬁally produced natural bristle paint brushes are
identical to the imported PRC brushes, our analysis of the like product issue
does not stop there. we‘uq_got interpret the statute from precluding the
Commission from defining the like product as including other nonidentical
products when any differences between the products are minor. 9/ Here, the
differences between natural bristle paint brushes and synthetic paint brushes
are minor, aﬁd any definition of the like product which does not include both
types of brushes would be artificial,

Both natural bristle and synthetic filament paint brushes havé similar
characteristics and end ﬁses. Evidence.thus suggests‘that synthetic filament
brushes can be used interchangeably with nafural‘bristle brushes. They are
both used to apply paint, stain, and other'solvents. Thej can both be used to
brush away chips and other debris-fromimachinefy. Although petitioner has
argued that the paint brush industry récommen&s uéing natural bristle brushes
for certain paints and tasks and using synthétic;brushes for others,
advertising informat}on provided to the Commission by petitioner suggests that
the dis£inction between these two types of brushes is frequently blurred.

The manufacturing process is the same for both synthetic'filament.brushes

and natural bristle brushes, and they can be made on the same production

9/ Some guidance on this point is supplied by the legislative history of the
like product definition contained in the statute. See S. Rep. No. 249, 96th
Cong., lst Sess. 90-91 (1979) ("The requirement that a product be 'like' the
imported article should not be interpreted in such a narrow fashion as to
pernit minor differences in physical characteristics or uses to lead to the
conclusion that the product and the article are not ‘'like' each
other . . . .") (emphasis added).



lines. 10/ 1In addition, we note that there are some domestically produced
brushes that contain both natural bristle and synthetic filagent. 11/
Both types of péint brushes also have similar channels of distribution.
They are sold either to distributors or directly to mass merchandisers, 12/
.and producers will market and sell a complete line of all.their paint
applicators, including both natural bristle and syntheti¢ filament brushes. 13/

Therefore, we determine that all paint- brushes--both natural bristle and
synthetic filament paint brushes—-are "like . . . the articles subject to’
(this] invesfigation.“ All domestically produced paint brushes ghus
constitute the like product.

Once the "like product" is identified, the Commission then identifies the
domestic industry. Section 771(4)(A) of(the Tariff Act of 1930 defines the
term "industry” in an antidumping duty inveétigation as:

the domestic producers as a wholerf a like produét, or
those producers whose collective output of the like product

constitutes a major proportion of the total domestic
production of .that product. 14/

10/ The only exception is in the preparation of the fibers. Natural bristle
may have to be boiled in some instances. Synthetic filament, on the other
hand, might be flagged or tipped to improve its paint holding ability. Report
at A-4. Petitioner stated that while these differences exist, they are not
major. Tr. at 49 (statement of Mr. Johnston).

The same machinery is used to make both types of brushes. Report at
A-3-A-4. The training of employees to assemble a paint brush is also the
same. Tr. at 52 (statement of Mr. Johnston); id. at 118 (statement of Mr.
Lieberman); id. at 181 (statement of Mr. Zichlin).

11/ Report at A-2 n.3.

12/ Id4. at A-S.

13/ Id. at 125 (statement of Mr. Zichlin). See also Wooster's catalog at 6,
19 and the Thomas Industry advertisements (suggested displays for showing
synthetic filament brushes, natural bristle brushes, and other paint
applicators together).

147 19 U.S.C. § 1677(4)(A).



Based on our definition of the like proddct, we find that the domestic

industry includes all domestic producers of paint brushes. 15/

Condition of the domestic industry

In assessing the condition of the domestic industry in this
investigation: £h; Commiﬁgion c;nsidered, géoﬁg oth;r factors,vthe outé;t,
consumption, production, shipments, capacity utilization, employment, and
financial data of the domestic paint brush producers. 16/ 17/

Képpatent domestic consumption of all paint brushes rose from 127 million
brushes in 1982 to 167 million brushes in 198Qj Interim 1985 data indigate
that apparent consumption has continued to rise. l§/<:Although domestic
production of paint brushes also has increased during the period of
investigation, it has n&t kept pace with the Qramatic increase in apparent
consumption.;jTotal brush production went from 95.3 million brusﬁes in 1982,

to 98.3 million in 1983, to 100.5 million brushes in 1984. 19/ Partial year

data for 1985, however, indicéte that domestic production has leveled off.

15/ With respect to the related parties provision, 19 U.S.C. § 1677(4)(B), we
.héve not excluded any domestic producer from our definition of the domestic
"industry. The petitioner had argued that Linzer Products, American Brush, and
Edy Brush, should have been excluded from the domestic industry because they
are direct importers of PRC brushes. After examining the percentage of
domestic production attributable to those companies and their position
vis-a-vis the rest of the domestic industry, we have concluded that our
analysis would not be substantially changed whether those companies are
included in the domestic industry or not.

16/ See 19 U.S.C. § 1677(7)(C).

17/ We note that our analysis of the condition of the domestic industry and
the existence of a threat of material injury would be the same had we defined
the domestic industry as including only the producers of natural bristle paint
brushes. Our analysis would be the same due to the fact that much of the
financial and employment data dealing with the production of natural bristle
paint brushes are not reliable. Report at A-14 and A-18. Thus, we would have
had to use the product line analysis of 19 U.S.C. § 1677(4)(D), and such
analysis would have required us to examine many of the same figures as we now
analyze. '

18/ Report at A-9.

19/ Id. at A-11.
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(:gince productipn has nptjkept pace 'with apparent consumption, paint brush
imports, including PRC imports, must have accounted for most of the growth in
the apparent consumbﬁioéi)

The capacity of the domestic industry rose during the period of
investigétion, while thezcapacity utilization remained relatively constant.
during this period. 20/ 1In terms of both value and quantity, the domestic
shipments‘of paint brushes increased from 1982 to interim 1985. 21/
Inventories of U.S. producers declined from 1981 until 1983. 22/ They then
increased soﬁewhat in 1984, and appear to have leveled off in 1985.

Ciﬁe number of employees involved in production and related work has
remained relatively constant between 1983 and interim‘1285. 23/ Tﬁe total
number of hours worked by production an& related workérs producing paint
brushes increased from 1982 to 1984:& The aﬁeragg weekly hours worked by each
production employee also.increased }rom 37't§ 39 hours per-week during that
time. Both these figures, howevef, drpppéd'dufing the January-September
period of 1985. .

(gn general, the financial data from theAdoﬁéstic producers indicate that
the industry is fairly healthy]iiyet sales of all paint brushes rose from 1982
‘to 1984; 24/ This rise has also continued into‘19§5E- The ratio of operating
income to net sales has rgmained high, although it has declined during the
period under investigation. The ratio was 11.0 percent in 1982, 10.1 percent

in 1983, and 9.2 percent in 1984. Interim 1985 figures showed the ratio to be

20/ 1d.

21/ Id. at A-12. Domestic producers' exports of all paint brushes have
steadily declined for the period under investigation. Id. at A-12. The
interim data for 1985, however, do show a slight upturn when compared to the
interim 1984 data. ’

22/ 1d. at A-14.

23/ Id. at A-15.

24/ Id. at A-21.
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9.1 percent, down from 9.6 percent for interim 1984. Thus, even though the
industry's performance has shéwn some.erosion. {53 industry has remained
'profitable:]

Aithough'the financial data show a slight downturn recently, all other
factors show that,the[?qmggtic industry has not yet shown signs of material

injt.ir:‘yJ 25/ 26/

25/ Chairwoman Stern believes that the causal context is critical to a
reliable material injury determination. For instance, in a case where a new
industry is showing losses, it may well be ahead of expectations and hence
"healthy.” Or an industry which may warrant above normal returns as a return
to innovation could be judged materially injured because less-than-fair-value
imports ‘had eroded its financial position (though profits might still be
"normal"” by other standards). The appropriate context for the material injury
finding is in conjunction with the causal analysis.

Therefore, Chairwoman Stern does not believe it necessary or desirable to
make a determination on the question of material injury separate from the
consideration of causality. She joins her colleagues by concluding that the
domestic industry is experiencing economic problems. For a fuller discussion
of this issue, see Cellular Mobile Telephones and Subassemblies Thereof from
Japan, Inv. No. 731-TA-207 (Final), USITC Pub. 1786 at 18 ‘(Dec. 1985).
Chairwoman Stern reads American Spring Wire Corp. v. United States, 590 F.
Supp. 1273, 1276 (CIT 1984), aff'd sub nom., Armco, Inc. v. United States, 760
F.2d 249 (Fed. Cir. 1985), as holding that the approach of the Commission
majority is permissible but not required under the statute.

26/ Commissioner Eckes believes that the Commission is to make a finding
" regarding the question of material injury in each investigation. The Court of
International Trade recently held that:

The Commission must make an affirmative finding only when .
it finds both (1) present material injury (or threat to or
- retardation of the establishment of an industry) and (2)
that the material injury is 'by reason of' the subject
" imports. Relief may not be granted when the domestic
industry is suffering material injury but not by reason of
unfairly traded imports. Nor may relief be granted when
there is no material injury, regardless of the presence of
dumped or subsidized imports of the product under
investigation. In the latter circumstance, the presence of
dumped or subsidized imports is .irrelevant, because only
one of the two necessary criteria has been met, and any
analysis of causation of injury would thus be superfluous.
American Spring Wire Corp. v. United States, 590 F. Supp. 1273, 1276 (CIT
1984) (emphasis supplied), aff'd sub nom., Armco, Inc. v. United States, 760
F.2d4 249 (Fed. Cir. 1985).
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(}hteat of material injury

Section 771(7)(F) of the Tariff Act of 1930 directs the Commission to
consider a number of factors in assessing the threat of material injury. 27/
These factors include:

(1) any increase in production capacity or existing unused
capacity in the exporting country likely to result in
a significant increase in imports of the merchandise
to the United States,

(2) any rapid increase in United States market penetration
and the likelihood that the penetration will increase
to an injurious level,

(3) the probability that imports of the merchandise will
enter the United States at prices that will have a
depressing or suppressing effect on domestxc prices of
the merchandise,

(4) any substantial increase in 1nventor1es of the
merchandise in the United States,

(5) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(6) any other demonstrable adverse trends that indicate

the probability that the importation . . . of the
merchandise . . . will be the cause of actual
injury . . . . gg/il '

We note at the outset that in concluding that imports of natural bristle
paint brushes from the PRC constitute a threat of material injury, we find
that the threat is real and actual injury is imminent. Our finding is not
based upon mere conjecture or supposition that material injury might occur at
some remote future date. 29/

In analyzing the factofs set out above, we firstllook at the volume of
imports and their market penetration. [?mports of PRC brushes have gone from
10.1 million brushes in 1982 to 38.2 million brushes in 1984. 30/ The PRC

brushes are holding an increasing share of the U.S. paint brush marke?} The

27/ "Material injury" is defined as "{[h]arm which is not inconsequential,
immaterial, or unimportant.” 19 U.S.C. § 1677(7)(A).

28/ 19 U.S.C. § 1677(7)(F)(i)(II)-(VII1).

29/ See 19 U.S.C. § 1677(7)(F)(ii). '

30/ Report at A-32.
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ratio of PRC imports to apparent U.S. consumption of all paint brushes rose
from 7.9 percent in 1982 to 22.8 percent in 1986} 31/ This ratio did drop in
interim 1985, but'oni} after the number of PRC imports dropped drastically
following Commerce's preliminary determination on August 5, 1985. 32/ / These
figures—indicate*that'thé‘market‘peﬂétfatiéﬁ'of the PRC imports is likély to
rise to injurious levels - in the.near futurgJ J

We also note that the total number of imports of PRC brushes which are
not chip frushes'has increaséd dramétically. These higher quality brushes
rose from 1.3 million brushes in 1982 to 5.43millioq brushes in 1?84. 33/ The
trend appegrs tp be towards thé_impérting ;f more higher quality brushes into
the United States, thus, threatening penet;ation“of a sqgment.of the domestic
market which offers greafer profits. |

[épe PRC's capacity to producé natural Briste paint brushes could expand,
within limits, to meet changes in deman&?);i/ We also note that all natural
bristle used in domestically prodﬁced natufﬁl ﬁristle brushes originates in
the PRC, so that the PRC has the capability of switching from exporting
bristle to exporting finished paint'brushes.‘ -

(Ip addition, export markets for the PRC brushes have been récently
restricied?} In 1984, Canada entered a dumping order againét natural bristle
brﬁshes from the PRC. 35/ As well, Australia and the European Communitf
entered into agreements with the PRC limiting the number of natural bristle

paint brushes exported to those countries. Therefore, the PRC has the ability

31/ Id. at A-34.

32/ Seée the monthly import figures for PRC paint brush figures. 1Id. at 31.
33/ See Table 9, id. at 17.

34/ 1d. at A-28. The respondents were not able to supply any precise data on
the capacity of the PRC.
35/ 14. at A-28.
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to export to the United States those paint brushes that would have otherwise
gone to those countries. We ﬁote that import data collected immediately after
.the Canadian decision to limit PRC imports to Canada showed a substantial and
continuing increase in imports to the United States. This sigﬁificant
increase suggests that the United States rapidly became a prime target for
growing volumes of PRC brushes.

{Ep general, during the period under invéstigation, the prices of natural
bristle paint brushes produced in the United States rose. 36/ However, PRC

.brushes generally undersold the comparable domestic brushes by substantial
margins during that perioéB 37/

Cginaliy, and most importantly, inventories of paint brushes frém the PRC
reported by importers have risen dramatically during the period under
investigation., 38/ The end-of-period figures rose from 2.1 million brushes in
1982, to 5.7 million brushes in 1983, to 12.2 million brushes in 1984. As of
September 30, 1985, the importers' inventories stood at 14.3 million brushes
compared to 12.5 million brushes for the same date in 1984. The paint brush
inventories in 1984 were equivalent to 39 percent of PRC imports of paint
brushes. This figure rose to 63 percent for 1985 when the interim data were
annualized.(fﬁe find that there is no reason to believe that these paint
brushes will not continue to be sold at 1ess—than—fai;—value, and such sales

could materially injure the domestic industry in the futurﬁa

36/ I4. at A-35-A-38.
2 37/ In making its determination that the imported brushes were underselling
the comparable domestic brushes, the Commission compared brushes that were of
similar sizes and quality. Thus, for example, certain imported natural
bristle chip brushes of 1" width x 5/16" thickness x 1-1/2 - 1-3/4" length
were compared to domestically produced natural bristle chip brushes of the
same size and quality.

38/ Report at A-28.
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Conclusion

Based on the foregoing discussion and the information available to the
Commission, we deterhine that the domestic industry producing paint brushes is
threatened with material injury by reason of imports of natural bristle paint
brushes from- the PRC whiéh'are*being sold to the United States at less than

fair value.
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VIEWS OF VICE CHAIRMAN LIEBELER

Based on the record in Investigation No. 731-TA-244
(Final), I determine that an industry in the United States is
not materially injured, or threatened with material injury,
or materially retarded, by reason of imports of natural
bristle paint brushes from the Peéple'quepublic of China
(PRC) that are sold at leés than fairivalue (LTFV).l I

concur in the decision of the majority with fespect to like

product, domestic industry and related parties.

In order for a domestic indﬁstry to prevail in a final
investigation the Commission mﬁsﬁ:determine that the dumped
imports éause or threateﬁ to causé material injury to the
‘domestic industry producing the like prdduct; This analysis
is usually recognized to be a two-step procedure. First, the

Commission must determine whether the domestic ihdustry

Because the domestic industry is well-established, the
issue of material retardation need not be addressed.
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producing the like product is injured or is threatened with
material injury. 'Second( the Commission must determine
whether any injury or threat thereof is by reason of the
dumped imports. Only if the Commission answers both
questions in the affirmative will it make an affirmative

determination in the investigation.

In Certain Red Raspberries from Canada, I set forth a

.. framework for examining causation in Title VII
4 2
.investigations:.

The stronger the evidence of the following . . .
the more likely that an affirmative determination
will be made: (1) large and increasing market
share, (2) high dumping margins, (3) homogeneous
products, (4) declining prices and (5) barriers
to entry to other foreign producers (low
A K 3
elasticity of supply of other imports).

These factbrs, when viewed together, serve as proxies
for the'injufy analysis that Congress has directed
the Commission to undertake: whether foreign firms

are engaging in unfair price discrimination practices

'~ that cause or threaten to cause material injury to a

2 o S
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

3 .
Id. at 1le.
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4
domestic industry. In a threat case, I must
determine whether/there is a real and imminent

possibility that this type of harm will occur.

The starting point for the five factor approach
is import penetration data. This factor is relevant
because unfair price discrimination has as its goal,
and cannot take plaée in fhe absence of, market power.

The ratio of Chinese bristle brush imports to
overall U.S. consumption of paint brushes rose
substantially between 1982 and 1984, but then
declined moderately in 1985. The ratio reached a
peak of 22.8 percent in 1984. The import penetration
ratio is thus moderate and increasing during most of
the period of investigation.

' The second factor is a high margin of dumping.

‘The higher the margin of dumping, ceteris paribus,

the more likely it is that the’product is being sold
below marginal cost, which is a requirement for
predatory pricing, and the more likely it is that the
domestic producers will be adversely éffected by the

dumping. The margin of dumping is determined by the

4

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 24
Sess. 179. .
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Department of Commerce. In this_case,”the
weighted-aVérage margin was 127 percent. This margin
is high.: -

The third factor is the homogeneity of the
_ products. The more homogeneous the products, the -
greater will be the effect of any allegedly unfair
‘practice on domestic producers. Homogeneity analysis
is complicated in this case because the Same machines
and labor that produce natural bristle brushes (the
only type the PRC makes) can make syhthetic briétle
brushes. Thus, it is easy for U.S. proguéers to
change their product mix, as they have already -
de‘monstrated.5 4Chinesé and U.S. brushes have
similar but not overlapping usés.j Synthetic brushes
have more uses than bristle'erShes -- they may be
used with latex as well és 0il base paints. Further,
--U.S. producers have shifted prodﬁétion mix to higher
quality brushes. . Thus, they have been able to take
'advantage'of a market niche for a different type of

brush, produced on the same machinery.

The fourth factor is declining prices. Evidence

" of declining domestic prices, ceteris paribus, might

5

A significant portion of the U.S. producers produce both
bristle and non-bristle brushes.
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indicate that domestic producers were iowering their
prices to méihtain market share. In this case,
evidence with respect to price trends indicates that
domestic prices are stable or rising for sales to
wholesalers and distributors.6

| There has been a substantial increase in
.inventories held by major importers and some may
argue that sales of these inventories will have a
future depressing effect on domestic prices.
However, the great bulk of that incréase occurréd
during 1984 and to date we have not seen any illv
effects, such“as a floodihg_of the mafket causing
price depression.7 |

The fifth factor is barriers to entry. The

presence of barriers to gntry makes it more likely

that a producer can gain market power. Here, it is

clear that brush manufacturing iéjsusceptible to a

6

Report at Table 18. Domestic prices on sales to retailers
also increased for the most part. These sales constitute a
small portion of total sales.

7

To the extent that inventories did increase in 1985, such
imports should not be double counted in the import
.penetration data. For example, if 10 units were imported in
1984, and 100 units were domestically consumed, import
penetration would be 10 percent. If no units were then
imported in 1985, but none of the 1984 imports were sold,
inventories would be 10 units. It is double counting to
state that the imports caused injury once in 1984 and again
in 1985. _
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‘variety of input mixes. Thus, underdeveloped"

countries may usé more labor-intensive methods (e.g.,
Sri Lanka, whose production was used as a sﬁrrbgate
in the Department of Commerce determination of
foreign market value). One might'say that there are
low technological barriers to entry. In short, once
the decision is made to epter} actual production will
soon follow. Moreerr,'Chiha.éccounts for

approximately 56 percent of domestic imports of paint

‘brushes. Taiwan and Korea account for almost all of

the other imports. As is evident, there are
significant other producers and hence a high

elasticity of foreign supply.

These factorsumust be balanced in each casé. The
mafket share has risen to a moderate leQel and seems
to have stabilized. The dumping margin is high.
However, these factors are outweighed by the pricing
and barrier to entry data. Unfair price
discrimination is inconsistent wifh the presence of
rising domestic prices and low entry barriers. I
find that theré are no trends or existing evidence

showing that these factors will change. The U.S.

~industry has responded to existing challenges.

Future imports from China will face continued stiff
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U.S. competition. Thus, I do not find that a
domestic industry(in the United States is injured or
threatened with injury by reason of LTFV imports of

natural bristle paint brushes from China.

Indeed, the paint brush industry is in very
healthy condition and shows no signs of material
injury or threat ofvmaterial injury. The ratio of
operating income to net sales has outstripped the
ratio for both all non-durable manufacturing and all
noh-durable manufacturing with total assets of less
than $25 million during all years under
investigation. For example, during interim 1985 the
domestic industry had a 9.1 percent ratio of
operating income to net sales. All nondurable
manﬁfacturing had a 6.6 percent ratio, while all
nondurable manufacturing with assets under $25
million (more typical of the size of paint brush
producers) had a ratio of only 4.7 percent.

U.S. producers' inventories are down
significantly. Thus, future prospecté for high
capacity utiliiation are bright. Even despite this
strong_downward trend in producers' inventories,
capacity utilization is slightly higher than it was

in 1982. One would expect that an industry in an
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assertedly vulnerable condition would haQé growing
- inventories aﬁd‘shrinking capacity'utilization.8

.Employmeht conditions in the industry alss have
been good. The average number of employees and
production workers for U.S. establishments preducing
paint brushes has been stable since 1982. Average
weekly hours worked by production workers has been
about the same since 1982, with intermittent
fluctuations. " Labor productivity, measured in terms
of paint brushes produced per hour, haé inc:eased 
~moderately since 1982, another godd.sign for the
future ability of the industty to compeﬁe_with LTFV

“imports. " Unit labor costs were stable.

This industry, to its c:edit, is modernizing to
meet foreign competition. . According'to the staff
report, "implementation of more éfficient
-manufacturing techniques is responsible for [the]

. 9
expansion in domestic capacity." Moreover, the

8 o o
It is unclear why U.S. producers are allowing their
inventory levels to become so low since two U.S. industry
officials stated that they generally try to maintain large
inventories to. meet unscheduled demand. Staff Report at
A-14. One explanation is simply that business has been good
and they are having some trouble keeping up with demand.

9 . ‘
Staff Report at A-9-1l.
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domestic induétry has changed product ﬁix to meet
foreign comﬁetition; the sharp rise in unit values
for bristle brushes reflects this shift in ﬁroduct
mix. The U.S. producers have demonstrated their
ability to adapt to changing conditions.

I conclude that the domestic industry is not
materially injured or threatened with material

injury.
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INFORMATION. OBTAINED IN THE INVESTIGATION
Introduction

Following a preliminary determination by the U.S. Department of Commerce
that imports of natural bristle paint brushes from the People's Republic of
China (China) are being, or are likely to be, sold in the United States at
less than fair value (LTFV), the U.S. International Trade Commission,
effective August 5, 1985, instituted investigation No. 731-TA-244 (Final)
under section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) to
determine whether an industry in the United States is materially injured, or
is threatened with material injury, or the establishment of an industry is
materially retarded, by reason of imports of such merchandise. Notice of the
institution of the Commission's final investigation, and of the public hearing
to be held in connection therewith, was given by posting copies of the notice
in the Office of the Secretary, U.S. International Trade Commission,
Washington, DC, and by publishing the notice in the Federal Register on
September 5, 1985 (50 FR 36158). 1/ The public hearing was held in
Washington, DC, on December 19, 1985. 2/

Commerce has also determined that critical circumstances exist in this
investigation. The effect of an affirmative determination is that any LTFV
duties imposed as a result of this investigation will be retroactive to May 7,
1985 rather than August 5, 1985 (19 U.S.C. § 1673b(e)). Commerce's final LTFV
and critical circumstances determinations were published on December 26, 1985
(50 FR 52812). 3/ The applicable statute directs that the Commission make its
final injury determinations within 45 days after the final determinations by
Commerce.

Background

On February 19, 1985, the U.S. International Trade Commission and the
U.S. Department of Commerce received petitions filed by counsel on behalf of
the United States Paint Brush Manufacturers and Suppliers Ad Hoc Import Action
Coalition, Washington, DC, alleging that an industry in the United States is
materially injured, or is threatened with material injury, by reason of
imports from the People's Republic of China (China) of natural bristle paint
brushes, except artist's brushes, with or without handles, provided for in
item 750.65 of the Tariff Schedules of the United States (TSUS), which are
alleged to be sold in the United States at LTFV. Accordingly, effective
February 19, 1985, the Commission instituted antidumping investigation No.
731-TA-244 (Preliminary) under section 733 of the Tariff Act of 1930 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 of such merchandise into the United States.

On April 5, 1985, the Commission determined, on the basis of the record -
developed during the course of its preliminary investigation, that there was a

1/ A copy of the Commission's notice is presented in app. A.
2/ A list of witnesses appearing at the hearing is presented in app. B.
3/ A copy of Commerce's final determination is presented in. app. C.



A-2

reasonable indication that an industry in the United States is threatened with

material injury by reason of 1mports of the subject natural brlstle paint
. brushes from China.

‘The Products

Description and uses B
Paint brushes are implements used to apply paint, stain, or varnish, but
may also be used for other purposes. The brush can be made with natural
bristle, primarily from the boar, or with synthetic filament, such as nylon or
polyester. Either filling is fastened with a metal ferrule to some type of
handle, usually made of wood, plastic, or metal. The imported brushes from-
China that are the subject of this investigation are natural bristle paint

brushes. 1/ There are no known imports from China of palnt brushes made with
synthetic filament. g

Paint brushes come in several quality ranges and in a wide variety of
widths and lengths. At the lower end of the market in terms of quality are
brushes referred to by the industry as "chip” or *utility” brushes. Chip
brushes are generally 2 inches or less in width and are usually thin, and like
other lower quality brushes are composed of filler of the same length. These
brushes are used extensively in the industrial market to remove chips and
other scrap generated during machining operations, to apply lubricants, glue
or adhesives, and so forth. Chip brushes may also be used to apply paint by
users seeking an economical applicator and willing to accept a less than
quality finish. At present, large quantities of chip brushes are imported
into the United States from China. Such brushes from China are made of
natural bristle attached to an unfinished wooden handle. Comparable brushes
are also manufactured by U.S. producers. Because synthetic fibers melt or
otherwise deteriorate from heat during use on machinery, they are not
generally used in chip brushes. Chip brushes account for an estimated 20
percent of the U.S. paint brush market, in terms of value. 2/

Brushes used by the general consumer or "do-it-yourself" market are also
produced in a variety of styles and sizes.  These brushes are made from either
synthetic filament .or natural bristle and, occasionally, from a blend of
both. 3/ Generally, the amount of bristle or filament used in a brush
increases as quality increases. These brushes will have either plastic or
wood handles attached. Consumer brushes produced for this market are in the

1/ Artists' brushes are not covered by this investigation, but paint brush
heads, which are paint brushes without the handle, are covered by this
investigation. There are no known imports of paint brush heads from China.

2/ See transcript of public conference held during the preliminary
1nvestlgat10n at p. 145.

3/ Questionnaire responses show that mixed-fiber brushes account for
approximately 1 percent of the U.S. paint brush market.
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medium prlce range and account for about 70 to 75 percent of total U.S. palnt
brush sales. 1/

The best brushes, in terms of quality, are those manufactured for the
professional market; this is also the smallest segment of the industry,
accounting for approximately 5 to 10 percent of total U.S. paint brush
sales. 2/ These brushes are made of the highest quality natural bristle or
synthetic filament. These brushes require the largest amount of filler and
generally have nicely finished wood handles.

Natural bristle paint brushes (bristle brushes) are generally recommended
for use with oil-base palnts, stains, varnishes, and shellac. They are
usually not recommended for use with water-base palnt due to the natural
bristle's tendency to absorb water, keeplng paint on the brush and not on the
surface being painted. 3/ Synthetic filament paint brushes (synthetic
brushes) are generally recommended for use with water-based paint, but may
also be used with oil-based paints and other ,solvent-soluble coatings..
Industry sources indicate that currently about 80 to 85 percent of U.S.
interior/exterior paint purchases are latex or water-based paint. If other
coatings, such as stains, varnishes, polyurethane, etc., are included,
water-based coatings would account for approximately 65 percent of total U.S.
coating sales. These relative shares have changed very little since 1977.

Other types of paint applicators include rollers, paint pads, and spray
applicators. Generally, these articles are used for the application of paint
to large surfaces and complement the paint brush rather than compete directly
with it. There are also "throw-away" foam appllcators that do compete at the
low end of the paint brush market. 4/

Manufacturing process

The manufacture of paint brushes involves a series of steps that can be
performed by hand or in conjunction with highly automated machinery. The
degree to which the production process can use automated machinery depends
upon the quantity and quality of the brushes to be produced. For the most
part the same machinery is used to make a paint brush regardless of whether
its head contains natural bristle, synthetic filament, or a mixture of both.
Practically all of the bristle used for brush making in the United States
comes from China. China's climate, the type of hog raised, and experience in
dressing the bristle are repeatedly cited as reasons why China remains the
sole supplier of bristle. U.S. manufacturers purchase natural bristle from
importers or they import directly from China. Natural bristle comes from four
different provinces in China, the principal differences being degree of
stiffness, length, and occasionally color. The color of natural hog bristle
is generally white, black, or gray, but it can be dyed any color or shade.
Most U.S. manufacturers also make brushes from synthetic filament 5/ which

1/ See transcrlpt of publlc conference at p. 145.

2/ Ibid.

3/ Ibid., and Consumer Reports, February 1982, p. 79.
/
/

See transcript of public conference .at p 50.

5§/ % % %,
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comes in-two types: (1) filament of the same thickness and (2) tapered
filament. The principal materials used for synthetic filament are nylon and
polyester. :

The manufacturing process begins with the preparation of the filler
(bristle or filament) ‘to be used in the brush head. Natural bristle normally
comes to the manufacturer ‘ready to use but occasionally will'require boiling"
to remove any blood or ‘debris that remain. Synthetic filament, purchased in
hanks of uniform length, must first 'be cut té the desired length. If a better
‘quality brush is to be produced, the synthetic filament is next tipped or
flagged (splitting the tip of the filament) by machines designed for that
purpose. The flagging-process enables the brush to hold more paint. Bristle
generally does not need to be flagged since as with other hairs the-tips tend
to 'split naturally. The filler, whether natural or synthetic, is then mixed’
either by -hand or in.a-specially designed mixing machine. The mixing blends
fibers of-different types and-lengths.” The filler is then weighed, either by
hand or machine, and the approriate amount is placed into a metal ferrule,
which encloses the bristle or filament. -Strips of wood or cardboard, called -
plugs, are inserted into the filament to fill ‘any gaps and make the brush
appear fuller. Epoxy or glue in liquid form is put into the ferrule to . hold
the bristle or filament in placé. Again,; this may be done by either machine
or hand. At this stage of production, the“article is referred to as a "brush’
head."”

" After the epoxy has dried; the brush head may go through several -
additional processes. Excess fibers are removed and the brush may also be
trimmed at this point. - Even though boar bristle is naturally tapered and
synthetic filament is often purchased tapered, additional tapering (varying
the filler length) may be performed. Like flagging, tapering improves the
brush's ability to transfer paint from its container to the object being
painted. As one would expect, the higher the quality of the brush the more"
treatment it receives.

A handle is then inserted 1nto the ‘brush head.. This may be-done by hand
or by machine. In China, wooden handles are used almost exclusively. U.S..
manufacturers primarily.use plastic handles, -frequently treated to look like
wood. Plastic handles cost approximately half as much as solid wood ‘handles.
Generally, U.S. producers only use wooden handles in the highest quality paint
brushes. ' -The handle‘is either attached-to the ferrule by a staple-set process
or by crimping (stamping the ferrule against the handle), which is somewhat
less expen51ve Excess fibers are literally combed away, generally by hand.
The brush is then’ 1nspected and packaged boxed, and readied for final
shipment. .

U.S. producers have highly automated equipment that can perform most of
the manufacturing processes. Certain steps may be done by hand, particularly
for more expensive, higher quality brushes, or for small production. runs when
it is more cost effective. Paint brush manufacture in China is reported to be
highly labor intensive. 1/ Some ‘machinery may be used, but overall machinery
is not used to the extent that it is in the United States.

1/ X % X,
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Most U.S. manufacturers are basically assemblers; they buy bristle and
filament, ferrules, and handles from suppliers and produce the paint brush.
In China, most plants are vertically integrated, manufacturing the handle and
ferrule and frequently processing the crude bristle before making a paint -
brush. '

U.S. tariff treatment

Natural bristle paint brushes, synthetic filament paint brushes, mixed-
fiber paint brushes, and brush heads 1/ are classified in item 750.65 of the
TSUS, covering "paint brushes, except artists' brushes."”

The column 1 (most-favored-nation) rate of duty for item 750.65 is
4 percent ad valorem; the column 2 rate of duty is 50 percent ad valorem. 2/
Imports from China are entitled to column 1 treatment; there are no known -
imports of natural bristle paint brushes from column 2 countries. The current
rate of 4 percent, in effect since 1981, is the final rate agreed to in the
Tokyo round of Multilateral Trade Negotiations and no further reductions are
scheduled. Imports from Israel and from beneficiaries of the Generalized
System of Preferences and the Caribbean Basin Economic Recovery Act enter free
of duty. ’

Channels of distribution

Paint brushes are marketed throughout the United States, primarily by
sales representatives working for the manufacturing companies. Most U.S.
paint brush manufacturers market their product nationwide. Brushes are sold
to industrial supplies distributors and to wholesale hardware distributors.
Hardware chain stores often maintain a central buying office that purchases
paint brushes in large quantities from one or more manufacturers. It then
distributes them to the various retail outlets in their organization. Brushes
are also sold directly to mass merchants and discounters, who account for
about 50 percent of the total market. 3/ Many of these merchants and
discounters also import brushes directly. Most major U.S. paint brush
manufacturers display their complete line, which usually includes all types of
paint applicators, such as paint pads and rollers, as well as brushes, at the
National Hardware Show and International Housewares Show, both held in
Chicago, IL. Few orders are written at these shows, but manufacturers often
introduce new products or new packaging concepts.

Nature and Extent of Sales at LTFV

On December 26, 1985, the Department of Commerce published its final
determination that imports of natural bristle paint brushes and brush heads (a

1/ Based on a conversation with G. Brownschweig, the National Import
Specialist for brushes, U.S. Customs Service, New York, on Feb. 14, 1985.

2/ Applicable to countries enumerated in general headnote 3(d) of the TSUS.
3/ X x %, .
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paint brush without the handle) from China are being. or are likely to be,
sold in the United States at LTFV. The: welghted—average margin by which the
foreign market value exceeded the U.S. pr1ce ‘was found to be 127.07 percent.

The period examined by Commerce in maklng 1ts fair value comparison was
from September 1984 through February 1985. The United States price was
determined from purchase prices calculated on the basis of c.i.f. prices net
of discounts to unrelated buyers in the United States. 1In its determination
of foreign market value,” Commerce agreed with petitioner's contéention that
China is a state-controlled-economy country; therefore, Commerce is directed
by section 773(c) of the Tariff Act of 1930 to use prices or the constructed
value of such or similar merchandise in a non-state-controlled economy country
at a stage of economic development comparable to China. Sri Lanka was
determined to be the most: approprlate surrogate for this purpose.

After review of the responses by the two Sr1 Lankan producers. Commerce
found that only one producer had home-market sales to unrelated customers and
that Sri Lanka did not sell a brush similar to the low-quality . (chip) brushes
produced by China. Consequently, Commerce determined foreign market value.
separately for chip brushes and for brushes other than chip brushes. Foreign
market value for chip brushes was based on the weighted average f.a.s. price
of brushes, both chip and nonchip, imported into the United States. Foreign
market value for all brushes other than chip was based on the one Sri Lankan
producer's delivered, packed, home-market selling pr1ces to unrelated
customers in Sri Lanka.

Commerce found that the foreign market value of the subject merchandise
exceeded the United States price on-'virtually all of the sales compared. The
margins ranged from 13 to 335 percent.

The Department of Commerce also made an affirmative final deterimination
of critical circumstances. 1In reaching: the determination Commerce found (1)
the requisite history of dumping of the class or kind of merchandise under
investigation 1/, and (2) that imports of the subject paint brushes subsequent
to receipt of the petition were massive when compared with recent import
levels and that recent 1mports were significantly above average imports over
the last 3 years. .’ .

U.S. Producers

Approximately 30 companies produced paint brushes in the United States in
1984. These companies are scattered throughout the country, with
concentrations in the Midwest and Northeast regions. Less than 4,000
persons 2/ are employed in the manufacture of paint brushes. Most producers
are small- to medium-sized family-owned firms, although several are divisions
of larger corporations. There have been several-acquisitions and mergers in

1/ During 1984 an antidumping order was 1ssued in Canada on natural bristle
paint brushes from China.
2/ 1982 Census of Manufactures, p. 39D-13.
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the past few years .as .the. industry has tended to become more concentrated. 1/
Virtually all companies manufacture both natural bristle and synthetic

. filament paint brushes; many also manufacture paint pads and rollers in order
to offer a full line of paint applicator products. Several of the companies
produce other types of brushes unrelated to paint brushes. A growing number

- of U.S. producers have begun importing paint brushes, both from China and from
other sources, part1cu1arly smaller, lower quality brushes, such as the "chlp"
brushes.

Table 1 lists the principal U.S. manufacturers of paint brushes and their
relative share of the U.S. market, and summarizes their 1mport1ng operations,
if any.

U.S. Importers

Approximately 20 firms imported paint brushes from China into the United
States in 1984. 1In addition to traditional importers, this number included
several mass merchandise and general importing companies. A number of U.S.
producers are also direct importers. 2/ Most of the companies import bristle
brushes as well as synthetic brushes. Taiwan and the Republic of Korea
(Korea) are major foreign suppliers of synthetic brushes to the United
States. Only natural bristle brushes are being imported from China. In 1984,
the largest importer of both bristle brushes and synthetic brushes was * * X,
Most of the companies which import from China have been cultivating their
business relationship with the Chinese for several years. U.S. importers
report that a significant lead time (usually a minimum of 12 weeks) 3/ is
required for all brush orders from China. Frequently, an order is placed for
an entire year's requirements, with shipments to be made at specified times
during that year.

Apparent U.S. Consumption

Apparent U.S. consumption of all paint brushes rose steadily from 1982
through September 1985. Demand for these brushes is closely tied to trends in
the overall economy. Chip brushes, although to some extent used by individual
consumers to apply paint, are predomlnantly used in the industrial sector for
various tasks. As the industrial sector ‘expands or contracts so does its
demand for chip brushes. The demand for the better quality brushes also rises
and falls with change in economic activity. During downturns in the economy,

1/ Counsel for petitioner has stated that since data developed from U.S.
producers for this investigation do not include firms that have already gone
out of business or that have been acquired by other producers, any injury
found will be understated. The Commission staff has investigated this but
could not develop much reliable information. Conversations with industry
sources confirmed the occurrence of several closings and acquisitions but no
one, including petitioner's counsel, could attribute these events to the
presence of LTFV imports from China.

2/ At the conference, an officer of American Brush Co. stated that importing
the less-expensive paint brushes from China helped his firm to compete with

the very large U.S. producers. See transcript of public conference at p. 79.
3/ % % X, .
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Table 1.--Paint bfushes: -Principal U.S. paint brush manufacturers, their locations,
share of reported U.S. production, and share of U.S. imports from China in 1984

' ' : Share of U.S. : Share of
Manufacturer :

: Locatron : paint brush. : U.S. imports
: : _production 2/ : from China 5/
: R Percent——--——-———-
Petitioners: 1/ , , o , : L
Baltimore Brush------—--Z-: Brockton, MA’ : Xk ;o | kKX
Elder & Jenks, Inc--—-—-—- : Bayonne, NJ~ : Xk *kk
EZ Paintr Corp-——-—————-—- : Milwaukee, WI : AKX fataded
H & G Industries~——~--—~--; Belleville, NJ : xKK XKk
Joseph Lieberman & Sons---: Philadelphia, PA : E 33 *kXk
Purdy Inc---——-———-~-m—momn : Portland, OR : *hk 3 xkX
Rubberset Co------—-------: Cleveland, OH : falol I ool
Thomas Paint Applicators--: Johnson City, ™ S f** : . Fokk
Wooster Brush Co----------: Wooster, OH = : =~ = %xx : = Xkk
Producers in opposition = : = ' : SRR
to petition: - ' R o : T s
American Brush Co--------—: Claremont, NH : Tkkk  kkk
Edy Brush—fe————-———f-——r4:2Am$terdam. NY : KRk s kkk
Linzer Products-———-————-- : Flushing, NY : .t 1 *kk
All other: ‘ : e : ' e
Adams Brush Co------------: Ozone Park,.NY : kX *kk
Condon Bros. Co-——--———--- : Pittsburgh, PA : kkk g Kk
Corona Brushes, Inc-~----- : Tampa, FL : L Rk T
E.G. Industries Inc.——-~-- : Chicago, IL : Cokkk 2]
Pasco Industries, Inc-——--- : Gardena, CA : *kk o faated
PPG Industries------------: Baltimore, MD : kkk ¢ *kk
Paint Brush Corp---------—: Atlanta, GA s *kk *kk
Prager Brushes Co., Inc---: Atlanta, GA : xkk . fatated
Spectrum Paint Applicator-: Brooklyn, NY : Cokkk *kk
Stebbins & Roberts. Inc—--: Little Rock, AR : TkRk - kXK

1/ There were 2° memhers of the coalition who supplxed mater1als to _brush
manufacturers and did not produce paint brushes. o

2/ Total may not add to 100 due to rounding

3/ Did not respond to the Comm1ss1on s questxonnaire.

4/ Less than 1 percent.

5/ Total imports of natural brlstle pa1nt brushes from China amounted to
38.2 million brushes in 1984,

6/ Did not report any imports from China.

1/ Response was "incomplete. '

Source Compiled from questionnaires of the U. s. International Trade
Commission and official statistics of the U .S\ Department of Commerce.
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industry and other consumers tend to curtail maintenance jobs such as those
performed with paint brushes. Since 1982 the U.S. economy has undergone a
healthy expansion. Demand for paint brushes has grown accordingly. U.S.
consumption of all paint brushes increased from 128 million brushes in 1982 to
145 million brushes in 1983, or by 13 percent (table 2). Paint brush
consumption continued to grow in 1984, reaching 167 million brushes and
representing an increase of 16 percent over consumption in the preceding

year. During  January-September 1985, paint brush consumption increased but at
a more moderate rate (3 percent) when compared with the corresponding period
in 1984.

Apparent consumption of natural bristle paint brushes followed a similar
but more sharply rising pattern during 1982-84. Bristle brush consumption
increased from 39 million brushes in 1982 to 47 million brushes in 1983, or by
20 percent, and then increased by 40 percent the following year. During
January-September 1985, consumption of bristle brushes declined by 14 percent
when compared to the year-earlier period.

The share of the U.S. market for all paint brushes supplied by imports
rose from 24.3 percent in 1982 to 30.1 percent in 1983 and then increased to
40.4 percent in 1984.. Imports accounted for a larger share of the domestic
market for natural bristle paint brushes than that for all paint brushes,
accounting for 29.7 percent of natural bristle paint brush consumption in
1982, 42.2 percent in 1983, and 62.1 percent in 1984. Imports' share of the
paint brush market declined during January-September 1985. Imports supplied
36.6 percent of all paint brushes consumed during January-September 1985
compared with 39.7 percent during the corresponding period of 1984. Imports'
share of the natural bristle brush market declined similarly.

Consideration of Material Injury to an
Industry in the United States

The information in this section of the report is compiled from the data
submitted in response to the Commission's questionnaires. It is therefore
understated to the extent that some domestic firms that produce the subject
products did not respond to the Commission's questionnaires. Nevertheless,
all of the known major producers of paint brushes have responded, and
respondents are estimated to account for approximately 80 percent of total
U.S. paint brush production, and more than 60 percent of all U.S. natural
bristle paint brush production. Much of the data that follow differ from
those presented in the prehearing report due to the inclusion of revised data
submitted by several firms.

U.S. production, capacity, and capacity utilization

Total U.S. production of paint brushes increased moderately during
1982-84, as shown in table 3. Paint brush production increased from 95
million brushes in 1982 to 98 million in 1983, or by 3 percent, and increased
by another 2 percent in 1984. Production remained relatively stable during
January-September 1985 when compared with the year-earlier period. Total
productive capacity for paint brushes increased by approximately 5 percent
from 1982 to 1984. Implementation of more efficient manufacturing techniques
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u.s. producers’ domestic shipments, imports for consump-

tion, and apparent U.S. consumption, 1982-84, January—September 1984, and January-

September 1985

Item and period

: Domestic
: shipments 1/ :

Imports :

Apparent

: consumption :

Paint brushes:

Natural bristle
paint brushes:

1984

27,762 :
27,406 :
25,125 :

20,289 :
19,141 :

31,041
43,532
67,624

52,240
49,689

11,712
20,009
41,221

32,580
26,236

~-1,000 units-

.
.

o o0 00 so e o

127,651

144,610 :
© 167,248 :

131,625

135,790 :

39,474
47,415 :

66,346 :

52,869

45,337 :

Ratio of
imports to--

Shipments @ Consumption
Percent-————~-—-
32.1 24.3
43.1 30.1
67.9 40.4
65.8 39.7
57.7 : 36.6
42.2 : 29.7
73.0 : 42,2
164.1 : 62.1
160.6 : 61.6
137.1 : 57.9

1/ Includes intracompany and intercompany transfers.

Domestic shipments are

understated to the extent that all U.S. producers did not respond to the

Commission's questionnaire.

2/ Imports of natural bristle paint brushes are the sum of imports from China and
Hungary compiled from official statistics, plus imports of such brushes from
Taiwan, The Republic of Korea, Brazil, and Jamaica compiled from the Commission's

questionnaires.

Source:

Shipments, compiled from questionnaires of the U.S. International Trade

Commission; imports, compiled from official statistics of the U.S. Department of

Commerce.
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Table 3.--Paint brushes: U.S. production, 1/ pfactical capacity, 2/ and capacity
utilization, 1982-84, January-September 1984, and January-September 1985 '

. . . Jan.-Sept.--
Item T 1982 . 1983 : 1984 -
: : X 1984 1985
Paint brushes: - : : : :
Production-———---- 1,000 units--: 95,312 : 98,278 : 100,531 : 78,571 : 78,669
Capacity-—————————=c- do----: 194,075 : 197,788 : 203,508 : 153,710 : 158,151
Capacity utilization--percent—-: 49.1 : - 49.7 : 49.4 51.1 : 49.7
Natural bristle paint brushes: : : : :
Production--—————- 1,000 units--: 27,259 : 26,265 : 24,766 : 19,388 : 17,701
Capacity—--——-: e do----: 60,391 : 61,475 : 63,702 : 48,317 : 50,727
Capacity utilization--percent-—-: 45.1 @ . 42.7 : 38.9 : 40.1 : 34.9

1/ Production and capacity figures are understated. to the extent that all
producers did not respond to the Commission's questionnaire.

2/ Practical capacity was defined as the greatest level of output a plant can
achieve within the framework of a realistic work pattern. Producers were asked to
consider, among other factors, a normal product mix and an expansion of operations
that could be reasonably attained in their industry and locality in setting
capacity in terms of the number of shifts andfhours of plant operation.

Source: Compiled from data submitted in response to quest10nna1res of the U.S.
International Trade Comm1ssxon

is responsible for this expansion in domestic capacity. Utilization of paint
brush capacity changed very little during the period investigated.

Production of natural bristle paint brushes trended downward during
1982-84. During the period examined, production of such brushes totaled 27
million units in 1982 and then declined by 4 percent in 1983 and by 6 percent
in 1984. Production fell by 9 percent during January-September 1985 when
compared with production during January-September 1984. U.S. capacity to
produce natural bristle paint brushes increased by 5 percent during 1982-84.
Contrary to the trend discussed for all paint brushes, utilization of bristle
brush capacity declined steadily during the period examined. From 45.1
percent in 1982, capacity utilization fell to 42.7 percent in 1983 and to 38.9
percent in 1984. During January-September 1985 capacity utilization fell
to 34.9 percent.

U.S. producers' domestic shipments -

U.S. producers' domestic shipments of all paint brushes are presented in
table 4. U.S. producers' shipments increased from 90 million brushes in 1982
to 94 million brushes in 1983, or by 5 percent. Such shipments fell to 93
million brushes in 1984, representing a decrease of 2 percent from the level
reported in 1983. During January-September 1985, paint brush shipments
increased 9 percent compared with those during January-September 1984,
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1/ domestic shipments, 2/ 1982-84,
‘January- September 1984 and January September 1985

: : : . Jan.-Sept.—-
Item 1982 ° 1983 ° 1984 -
: . . 1984 1985
Paint brushes: A ) : : :
Quantity----~—- '~-~1,000 units—~-: 90,086 94,340 : 92,809 : 74,124 : 80,567
Value-——-ommmnee- 1,000 dollars--: 100,607 : 106,744 : 113,531 : 90,404 : 95,746
Unit value—----—-~—- per brush--:  $1.12 : $1.13 : $1.22°: $1.22 : $1.19
Natural bristle paint brushes: S - : : :
Quantlty————f-r———l 000 units--: 26,639 : 25,777 : 23,478 : 19,003 : 17,945
. Value—————emmmii ~1,000 dollars--: - 30,218 : 31,339 : 32,692 : 26,715 : 25,788
Unit value—' ————————— per brush—— $1 13 : $1.22 : $1.39 : $1.41 : $1.44
1/ Understated to the extent that all u. S producers did not respond to the

Commission's. questlonnalre

2/ Does not ;nelude 1ntracompany endiintercompany transfers.

Source: Complled from data submltted 1n response to questlonnalres of the U.S.

Internat10na1 Trade Comm1551on

U.S. producers' shipments of natural bristle paint brushes decreased by 3
percent from 1982 to 1983 and by 9 percent the following year. '
producers' shipments of natural bristle paint brushes continued to
decline during January—September 1985 when compared to those in January-
September 1984. The sharp rise in unit values for bristle brushes, especially
in 1984, reflected a shift in’ the product mix toward the production and sale
of better quality brushes by U.S. producers.
natural bristle paint brushes are decllnlng as a share of U. S. producers'

total pa1nt brush sales.

U.S. producers' exports

U.s.

As the data show, sales of

U.s. prbducers'.exports of paint brushes declined ‘during 1982-84, from
475,000 brushes in 1982, to 392,000 brushes in 1984 (table 5).
exports increased by 9 percent during January-September 1985 compared with

those in January-September 1984.

U.S. producers' total shipments throughout the period examined.

Paint brush

Principal export markets for U.S.-produced paint brushes include Canada,

Australia, Mexico, and Japan.

U.S. producers' exports of natural bristie brushes decreased irregularly
during 1982-84. Such exports decreased from 189,000 brushes in 1982 to
149,000 brushes in 1983, and then increased to 151,000 brushes in 1984.

Exports accounted for less than 1 percent of
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Table 5.--Paint brushes: U.S. producers' export shipments, 1/ 1982-84,
January-September 1984, and January-September 1985

Jan.-Sept.--
Item 1982 1983 1984 T
* 1984 1985
Paint brushes: : : : : :
Quantity---———————- 1,000 units--: 475 : 418 : 392 : 293 : 320
Value-——-—-——~—- 1,000 dollars--: 717 : 871 : 1,042 : 810 : 917
Unit value--——~veeev per brush--: $1.51 : $2.08 : $2.66 : $2.76 : $2.87
Natural bristle paint brushes: - : : :
Quantity--———--——- 1,000 units-—-: 189 : 149 : 151 : 120 : 133
Value-—--——~—~—- 1,000 dollars--: 307 : 315 : 423 : 322 : 369
Unit value-—-—--—- —---per brush--: $1.62 : $2.11 : $2.80 : $2.68 : $2.77

1/ Understated to the extent that all U.S. producers did not respond to the

Commission's questionnaire.

Source: Compiled from data submitted in response to questionnair

International Trade Commission.

es of the U.S.
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U.S. producers' inventories

U.s. producers.generally maintain large~invehtories of'péint-brushes-so
that unscheduled demand can be met quickly. 1/ U.S. producers' end-of-period
inventories are shown in the following tabulation.

Ratio of inventories

Inventories to total-shipments 1/
(1,000 units) _ ~ (percent) ‘
Paint brushes: Lo '
As of Dec. 31-—- .
1981l ——— e 23,518 ‘ o 2/
1982-———————- —————————————— e 19,784 : ‘ 20.4
1983 - e 15,906 ' o " 15.7
1984 — e e 17,233 ‘ 17.2
As of Sept. 30-- ' C ) '
1984 ————-- 13,127 S 3/ 13.2.
1985-——- - : 13,048 . ' 3/ 12.1
Natural bristle paint brushes: e -
As of Dec. 31-- _ ] .
1981-—-—-. - 6,056 : T 2/
1982—————- - : 4,785 - 17.1
1983 4,340 ' ' 15.8
1984——— 4,213 ' 16.7
As of Sept. 30-- . :
1984 ———~ - 3,651 , 3/ 14.3
1985 ————— -- 3,361 , 3/ 14.0

1/ Includes U.S. producers' intracompany, domestic, and export shipments.
2/ Not available

3/ Based on annualized total shipments.

U.S. employment, wages, and productivity 2/

Data on U.S. employment in establishments producing paint brushes, as
reported in responses to the Commission's questionnaires, are provided in
table 6. The ratio of production and related workers to total employees
fluctuated between 77 and 79 percent during 1982-September 1985. Production
and related employees producing paint brushes accounted for 70-73 percent of
total production and related workers in those establishments during that same
period.

1/ % % %, ,
2/ Much of the data presented for natural bristle brushes in this section

represent estimates by U.S. producers. These producers did not maintain
separate records on labor used to produce paint brushes by type. '
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Table 6.--Average number of employees, total and production and related
workers, in U.S. establishments producing paint brushes, and hours worked 1/
by the latter, 1982—84;‘January—Septembér 1984, and January-September 1985

f January-September

Item

1982

* -1983

1984

1984

1985

Average employment:
All employees:
Number--— e ———
Percentage change---—---- :
Production and related
workers producing--
All products:
Number -—— —
Percentage change-—---- :
Paint brushes:

Percentage change---—-—-:
Natural bristle paint
brushes:

) Percentage change-—--—-:
Hours worked by production
and related workers
. producing--
Paint brushes:

Number-————--- thousands--:
Average weekly hours per :
production worker———-:’

Natural bristle paint
brushes: :
Number—--——-———- thousands—-:

Average weekly hours per :
production worker-—--:

2/

2/

2,158 :

37

795 :

42

2,095 :

1,605 :

2,331 :

38 :

821 :

42

2,076 :
-3.0 :

1,616 :
- -3.8 :

1,186 :
-0.1 :

357 :
~-4.8 :

. 2,398 :
39 :
762 :

41 :

1,162 :

2/

355 :

2/

1,840 :

596 :

43 :

2,070 :

1,597 :

41 :

2,057
~-0.6

1,594
-0.2

1,168

329
-7.3

1,687

37

535

42

1/ Includes hours worked plus hours of paid leave time.

2/ Not available.

Source: Cbmpiled from data submitted in feSponse to Questionnaires of the
U.S. International Trade Commission.

_ The average'number of production and related workers producing paint

brushes increased by 6 percent from 1982 to 1983, then declined slightly in
1984. The average number of production and related workers producing natural

bristle paint brushes increased by 3 percent from 1982 to 1983, and then

declined by 5 percent in 1984, and by 7 percent during January-September 1985.
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Labor productiVity, hourly. compensation, and unit labor costs associated
with the productlon of all paint brushes and separately for natural bristle
paint brushes are presented in table 7.  Labor productivity with respect to

Table 7.--Labor productivity, hourly compensation, and unit labor costs in the
production of paint brushes, 1982-84, January—September 1984, and January—
September 1985 1/ B R e -

fJanuary—September-—

1982 © 1983 1984 -
: : 1984 ° 1985

Labor productivity:
For paint brushes : : : : : .
" units per hour--: 41.90 : 40.13 : 39.85 : 41.13 : 44 .45
For natural bristle paint ‘ : . - 2 :
brushes: : . : : :
units per hour--: 34.00 : -31.64 : 32.06 : 32.19 : 32.13
Hourly compensation: 2/ : : : -3 :

For paint brushes o : : : S -
' per hour--: $7.00 : $6.75 : $6.95 : $6.77 : $7.26

" For natural bristle paint ' : : : :
brushes———--- per hour—-: = $6.49 : $6.56 : $6.78 : $6.60 : $6.95

Unit labor costs:
For paint brushes : : B . :
per unit--: $0.21 : $0.21 : $0.22 : $0.21 : $0.20
For natural bristle paint . : : : :
brushes———-—-- per unit--: $0.24 $0.26 : $0.26 : $0.26 : $0.27

1/ These measures were calculated from questionnaire responses adjusted to
exclude those firms that did not report data for every factor required for the
computation.

2/ Based on wages paid excluding fringe benefits.

" Source: Compiled from data submitted 1n response to questionnaires of the
U.S. International Trade Commission.. .

bristle brushes was consistently lower than that for all paint brushes.
Several firms that reported a larger proportion of their paint brush
production as bristle brushes also tended to concentrate in the better quality
bristle brushes, which required more hands-on labor. 1In addition, larger
production runs for the synthetic brushes enabled several firms to achieve
greater efficiencies in their use -of labor and equipment.

About half of thé reported production workers are covered by collective
bargaining agreements. Several different unions represented these workers.
Average hourly wage rates paid by firms employing nonunionized production
workers were generally higher than those paid by firms employxng their
unionized counterparts.
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Chip brushes

_ In response to questions raised during the course of the preliminary
investigation, producers and importers were asked to provide separate trade
data for chip brushes. 1/ * % %X of the X * * producers and * * * of the * * %
importers that responded to the Commission's questionnaires were able to
supply such data. A summary of their responses is presented in tables 8 and 9.

Table 8.--Chip brushes: Selected trade data, 1982-84,
January-September 1984, and January-September 1985

iJanuary—September—-

Item ‘1982 ° 1983 ° 1984 .
: : : 1984 . 1985
Production————-- 1,000 units--: 10,549 : 11,052 : 9,663 : 7,604 : 5,810
Domestic shipments l/--do--—--: 11,442 : 11,920 : 10,499 : 8,102 : 6,989
Imports———-—-———————~——- do----: 9,224 : 17,301 : 28,683 : 23,416 : 17,598

Apparent consumption---do----: 20,666 : 29,221 : 39,182 : 33,915 : 24,587

. . . . .
* . o .

1/ Includes intracompany and intercompany transfers.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Responding firms' imports of chip brushes from China increased sharply
during 1982-84, but declined as a share of their total reported imports from
China of natural .bristle paint brushes. 2/

Table 9.--Chip brushes: Imports from China, 1982-84, January-September
1984, and January-September 1985

. -
. .

January-September

* se oo

. 1982 . 1983 . 1984 "
: : : . 1984 X 1985
Imports from China of: : : : : :
Chip brushes--1,000 units--: 8,263 : 16,217 : 26,211 : 21,259 : 15,050
Total paint brushes--do----: 9,597 : - 18,969 : 31,646 : 25,657 : 17,917
Ratio of chip brushes to : : : :
total paint brushes : : . : :
percent--: 86.1 : 85.5 : 82.8 : - 82.9 : 84.0

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

1/ A chip brush was described in the questionnaires as a narrow and thin,
inexpensive brush with an applicator made entirely of natural bristle.

2/ Paint brush imports from China, as reported in the Commission's ,
questionnaires, accounted for 83 percent of such imports as reported by the
U.S. Department of Commerce in 1984,



A-18

There were no reported imports from China of‘synthetic or mixed fiber
paint brushes by responding firms.

Financial experience of U.S. producers

* * % U.S. firms returned producers’' questionnaires. * * * firms, which
accounted for approximately- 87 percent of reported domestic shipments of all
paint brushes in 1984, furnished usable income-and-loss data on both their
overall establishment operations and on their operations producing all paint
brushes. * %X % firms, which accounted for about 64 percent of reported
domestic shipments of natural bristle paint brushes in 1984, provided
income-and-loss data on their operations producing such brushes. * * % firms,
which accounted for 89 percent of reported domestic shipments of chip brushes ’
in 1984, furnished income-and-loss data on their operations producing chip
brushes. The majority of the data provided on operations producing natural
bristle and chip brushes is of limited value because of the methods used to
allocate or estimate expenses.

The machinery. equipment, and labor force used in the production of
natural bristle and chip brushes are also used in manufacturing other kinds of
paint brushes. Most producers do not keep separate income-and-loss data on
natural bristle and chip brush. operations. The methods used for allocating
expenses varied widely among producers and included allocations based on sales
or cost of goods sold as well as estimates of all costs.

Overall establishment operations.--Aggregate income-and-loss data are
presented in table 10. Net sales increased from $157.8 million in 1982 to
$171.5 million in 1983, or by 8.7 percent, then increased 8.4 percent to
$185.9 million in 1984. During the interim periods ended September 30,
aggregate sales for * * * producers grew from $88.7 million in 1984 to $90.6

"million in 1985, a gain of 2.2 percent.

The gross profit margin was rather consistent, varying only slightly from
35.2 percent in 1982 to 36.9 percent in 1984. 'Gross profit declined from
$32.7 million in interim 1984 to $32.6 million in interim 1985; the gross
.profit margins were 37.6 percent in interim 1984 and 36.0 percent in interim
1985.

Operating income increased steadily from $15.6 million in 1982 to $16.9
million in 1983 and $20.7 million in 1984. The operating income margins were
9.9 percent, 9.8 percent, and 11.1 percent in 1982-84, respectively.
Operating income dropped slightly from $9.3 million in interim 1984 to $9.2
million in interim 1985. The operating income margins in the interim periods
were 10.5 percent and 10.2 percent in 1984 and 1985, respectively. * % Xx of
the * * % producers reported operating losses in 1982, * * % of the * %* %
incurred an operating loss in 1983 and 1984, and * * * had an operating loss
in both interim periods in 1984 and 1985. ’

All paint brushes.--* * X, Aggregate net sales increased from $107.9
million in 1983 to $115.1 million in 1984, or by 6.6 percent (table 11).
Aggregate sales for * * X producers increased from $61.1 million in interim
1984 to $62.4 million in interim 1985.
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Table 10.--Income-and-loss experience of U.S. producers 1/ on the overall
operations of their establishments within which paint brushes are produced,
accounting years 1982-84, and interim periods ended September 30, 1984, and
September 30, 1985 ‘ ‘

: : : : Interim period

. Item ‘1082 2/ ° 1083 ' 1984 ‘-—ended Sept. 30--

S ) ‘1984 3/4/ © 1985 3/4/

.

3 . . .
. . . .

Net sales——--- 1,000 dollars--: 157,841 : 171,547 :185,908

: 88,694 : 90,612
Cost of goods sold———-- do~---:_102,285 :5/ 111,000 :117,345 : 55,967 : 57,971
Gross profit-—-—————--- do----: 55,556 : 60,547 : 68,563 : 32,727 : 32,641
General, selling, and admini-: : : : ' : '
strative expenses—----do~---:__ 39,999 : 43,686 : 47,859 : 23,414 : 23,399
Operating income-—-—--—— do~----: 15,557 : 16,861 : 20,704 : 9,313 : 9,242
Interest expense--—————— do~—--: 2,367 : 2,108 : 2,603 : 1,861 : 1,411
All other income or : : s v ) :
(expense), net-——---- do——--: 153 : 6/ (127):7/ (249): 221 : 8/ 3,110
Net income before income H : 3 Lo :
taxes————————c—————— do——--: 13,343 : 14,626 : 17,852 : 7,673 : 10,941
Depreciation and amortization: . : : 2 :
expense 9/--1,000 dollars—-: 2,213 : 2,215 : 2,167 : 1,149 : 1,168
Ratio to net sales: : . : s :
Cost of goods sold ‘ : : : : :

, . percent--: 64.8 : 64.7 : 63.1 : 63.1 : 64.0
Gross profit—-—-—-————- do-——-: 35.2 35.3 :  36.9 : 36.9 : 36.0
General, selling, and : : : : :

administrative expenses : : : : : :
percent--: 25.3 : 25.5 : 25.7 : 26.4 : 25.8
Operating income——---— do———-: 9.9 : 9.8 -: 11.1 : 10.5 : 10.2
Net income before income : : . N : : '
taxes——--———~—- percent—-: 8.5 : 8.5 : 9.6 : 8.7 : 8 12.1
Number of firms reporting : : ~ : : :
o . _ ‘do———-1 AKX 3 *kk 3 *kk *kk o Kk
Number of firms reporting : : : : o
operating losses——~-——————- : *kk XKk %k *kk KAk
1/ *%kx,
2/ *kx,
37 kkx,
4/ XX,
5/ %kx,
6/ *kk,
77 xxx,
8/ *kx,
9/ X%k,

Source: Compiled. from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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As in overall establishment operations, the gross profit margin was quite
consistent, varying within a narrow range: 38.1 percent and 39.3 percent in
1983-84, respectively, and 37.4 percent in interim 1984 and 36.3 percent in
interim 1985. :

Operating income fell from $10.9 million in 1983 to $10.5 million in
1984, a decrease of 3.6 percent, as general, selling, and administrative .
expenses increased by -14.7 percent during the same period. Consequently, the
operating income margin declined from 10.1 percent in 1983 to 9.2 percent in
1984. During the interim periods, operating income fell slightly from $5.9
million in 1984 to $5.7 million in 1985. The operating income margins in
interim periods 1984 and 1985 were 9.6 percent and 9.1 percent, respectively.
There were no operating losses reported in 1982. * % %,

The income-and-loss data of the * * * U.S. producers by individual firm
are presented in table 12.

. Natural bristle paint brushes.--X* * * producers that provided
income-and-loss data allocated manufacturing costs on the basis of sales, and
* % % 4/ allocated direct labor expense and other factory costs on the basis
of cost of goods sold for all paint brushes. * % % other firms 5/ estimated
sales and all expenses. These * X * firms accounted for approximately 73
percent of total 1984 sales of natural bristle paint brushes reported by the
* % % producers. Therefore, the majority of income-and-loss data on
operations producing natural bristle paint brushes is limited in its
usefulness as a reasonable measure of profitability. The income-and-loss data
for the * x % producers are presented in table 13.

Chip brushes.--* * % producers that furnished income-and-loss data
allocated manufacturing costs on the basis of sales and * * * firms 7/
estimated sales and all expenses. These * X * firms accounted for
approximately 95 percent of total 1984 sales of chip brushes reported by the
* % % producers. Therefore, as in the case of natural bristle brushes, most
of the data are limited in their usefulness as a reasonable measure of
profitability on operations producing chip brushes. The income-and-loss data
for the * * X producers are presented in table 14.

Capital expenditures.--* * * U.S, producers supplied information on their
capital expenditures for land, buildings, machinery and equipment used in the
production of all paint brushes, * * * firms provided capital expenditure data
for the production of natural bristle paint brushes, and * * * firms furnished
data on their capital expenditures used in the production of chip brushes.
Capital expenditures for the production of all paint brushes decreased from
$807,000 in 1982 to $698,000 in 1983, then increased to $973,000 in 1984.
Capital expenditures during the January-September periods amounted to $558,000
in 1984 and * * X in 1985. The latter amount includes almost * * *, (Capital
expenditures on natural bristle paint brushes increased from $288,000 in 1982

/ KXk,
/ kX%,
] *kx
] kX%
/ KXX,
/] XXX,
/ kXX
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Table 11.--Income-and-loss experience of U.S. producers 1/ on their operations:
producing all paint brushes, accounting years 1982-84, and interim periods ended
September 30, 1984, and September 30, 1985

Interim period
ended Sept. 30

Item 71982 2/3/ ° 1983 2/ (1984 2/ : . _
: ) ) :1984 2/4/ :1985 274/
Net sales————- 1,000 dollars——: 97,506 : 107,942 :115,085 : 61,063 : 62,448
Cost of goods sold--——- do~——-: 59,565 :5/ 66,800 : 69,908 : 38,242 : 39,767
Gross profit--————————- do--—--- : 37,941 : 41,142 : 45,177 22,821 : 22,681
General, selling, and admini-: . : : : :

strative expenses----do--—-: 27,185 : 30,208 : 34,642 : 16,954 : 17,012
Operating income-------— do--—--: 10,756 : 10,934 : 10,535 : 5,867 : 5,669
Interest expense-———--- do-——-: 1,686 : 1,584 : 1,844 : 1,308 : 1,006
All other income or : : : o :

(expense), net-——--——- do——--: 20 : (32) (469): 29 : 27
Net income before income : : : :

taxes——————————me— do---- 9,090 : 9,318 : 8,222 : 4,588 : 4,690
Depreciation and amortization: : : : :

expense 6/--1,000 dollars-—-: 1,158 : 1,293 : 1,278 : 709 : 699
Ratio to net sales: : : i :

Cost of goods sold : :

percent—-: 61.1 61.9 60.7 : 62.6 : 63.7
Gross profit-———-—-—-—- do-—-—-: 38.9 38.1 39.3 : 37.4 : 36.3
General, selling, and ‘ :
administrative expenses
. percent—-: 27.9 28.0 30.1 27.8 : 27.2

Operating income——--- do----: 11.0 10.1 9.2 9.6 : 9.1

Net income before income :

" taxes--——————c—— percent—-: 9.3 8.6 7.1 : 7.5 : 7.5
Number of firms reporting--—-: *kk KKK *kk Ll L xxk
Number of firms reportlng : :

operating losses-———-————— : KRk *kk kkX ot ot ] kkX

1/ * % X,

2/ x % %,

3/ k % X,

4/ X x X,

5/ % % %,

6/ * % %,

Source: Compiled from data submitted in response to questxonna1res of the U.S.

International Trade Commission.
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Table 12,fi1ncome—and-los§ experience of U.S. producers on their operations
producing all paint brushes, by firms, accounting years 1982-84, and interim
periods ended September 30, 1984, and September 30, 1985

Interim period

Item S f 1982 -f 1983 3 1984 ended Se?t. 30-—-
o : X 1984 - 1985
Nét sales:
* . % % x % * *
0] -1 S — do----: 97,506 : 107,942 : 115,085 : 61,063 : 62,448
Gross profit: : : : : :
x % * x % S %
Total-————————cm—mmm do-—--: 37,941 : 41,142 : 45,177 : 22,821 : 22,681
Operating income or (loss): ' : : R : : '
*x x %* *' * . -* %
,fﬁhﬁé,gmqtal——— : --~do : 10,756 : 10,934 : 10,535 : 5,867 : 5,669
Ratio"to net sales: ' T : : : :

Gross profit:

* * x x x * x

Total ~—~-i--do----: 38.9 : ~ 38.1: 39.3 : 37.4 : 36.3
Operating income: : : s : ' :

| x x o x x . % x
Total ~do———-: 11.0 : 10.1 : 9.2 : 9.6 : 9.1

1/ * % %, | ' ]
2/ *x X X,
3/ % x %,
4/ x X %,
5/ % % %,
6/ X %X X,
1/ % x %,

Source: Compiled from data submitted in response to questionnaires of the
U.S.'International Trade Commission.



Table 13.--Income-and-loss experience of U.S. producers on their operations
producing natural bristle paint brushes, by ‘firms, accounting years 1982-
84, and interim periods ended September 30, 1984, and September 30, 1985

Interim period

Item 1982 ° 1983 1984 ‘-ended Sept 30.--
1984 1985
Net sales:
% % * * % *
Total-—————————ur do——--: 19,262 21,189 : 22,763 : 13,502 : 12.705'
Gross profit : : :
* % * % . %
Total--——-=—=-—-—mm do----: . 6,540 7,343 : 7,951 : 4,580 : 4,443
Operating income or (loss) ¢ S :
* * % * * *
Total-——mmmm e do—---: 1,526 1,848 : 1,873 : 1,304 : 1,131
Ratio to net sales: s s
Gross profit:
* * * * * %
Total————-—~—ee do~---: 34.0 34.7 : 34.9 : 33.9 : 35.0
Operating income or (loss) : :
* * * * * *
Total—————v do———-: 7.9 : 8.7 : 8.2 : 9.7 8.9
1/ % % X,
2/ * % %,
3/ * k%,
4/ % x X,
5/ % % %,

Source: . Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table IA.?—Income-and—loss‘expe:ience of U.S. producers on their operations
producing chip brushes, accounting years 1982-84, and interim periods ended
.September 30, 1984, and September 30, 1985

: : : Interim period

Item ' * 1982 ° 1983 ' 1984 ‘-ended Sept. 30--
: : ' 1984 ° 1985
Net sales: ' : : : : :
* * * x * X *
Total-—————vem do-——-: 4,011 : 4,152 : 3,675 : 2,081 : 1,649
Gross profit: : : : : :
% % x * * x *
Total do--—-: 943 : 1,063 : 1,006 : . 482 : 443
Operating income or (loss): : : : : :
" " R " % % *
Total----- ~--do----: 116 : 217 : 150 : 69 : 108
Ratio to net sales: : : : : IR

Gross profit:

* x x x * x *
Total—--—mm—om— do----: 23.5:  25.6 : 27.4 : 23.2 :  .26.9
Operating income or (loss) : : : :
* x x x % x x
Total-—————-———-v—=~ do--—-: 2.9 : 5.2 : 4.1 : 3.3 : 6.5
TR : : : :
2/ * % %
3/ % k %

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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to $406,000 in 1983, then declined to $341,000 in 1984. Capital expenditures
declined from $135,000 in January-September 1984 to $89,000 in the
corresponding period in 1985. Capital expenditures on chip brushes declined
steadily from $71,000 in 1982 to $18,000 in 1984, and amounted to $12,000 in
both January-September periods. Capital expenditures on all paint brushes,
natural bristle paint brushes, and chip brushes, are shown in the following
tabulation:

Natural
bristle

All paint brushes 1/ brushes 2/ Chip brushes 3/

1982- $807,000 - $288,000 $71,000
1983- —— 698,000 406,000 22,000
. 1984 - 973,000 341,000 18,000
- January-September 30-- .
1984 558,000 135,000 12,000

1985 - - kXX 89,000 12,000

1/ Data are for * * * firms.
2/ Data are for * * * firms.
3/ Data are for * * * firms.

Research and development expenses.--* * * U.S. producers supplied
information on their research and development (R&D) expenses for all paint
brushes and * * * firms provided R&D data for natural bristle paint brushes.
* * x furnished research and development expenses for chip brushes. Several
firms indicated that they were not able to differentiate between R&D expenses
for natural bristle paint brushes and chip brushes. Research and development
expenses are shown in the following tabulation: :

All paint Natural bristle
brushes 1/ paint brushes 2/ Chip brushes 3/
1982 ——— e $380,000 $59,000 Kokk
1983 ———— e 475,000 259,000 Kkx
1984 ————— e 350,000 34,000 Kkx
January-September—-
1984 259,000 21,000 Fokk
1985-—~————————me © 242,000 24,000 Kkx

1/ Data are for * % %,
2/ Data are for * * %,
3/ Data are for * % %,

Capital and investment.--U.S. producers provided questionnaire comments
as to the actual and potential negative effects of imported natural bristle
paint brushes from China on their firm's growth, investment, or ability to

raise capital. Their verbatim comments follow:
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Petitioners

.The Wooster Brush Co. had the following comment :

X x * x *x

Joseph Lieberman and Sons, Inc. stated that:

x *x X X - - K

Baltimore Brushes indicated that:

* ok * % *

Rubberset Company had the following comment:

* * X *x *x

Elder & Jenks, Inc. stated:

* % T % * %

H&G Industries indicated that:

* X x *x *x

Respondents
American Brush Company,hlné. stated:

* X X * ’ x

'Edy Brush Company indicated:

* X . * x x

' Linzer Products Corp. indicated the following:

* x x - % x

Other producers

Corona Brushes stated:

X b 3 * * x
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Spectrum Paint Applicator Corp. stated:

x x x - % x x %

Pasco Industries had the following remarks:

* *x . * * x * x

Con51derat10n of the Threat of Material Injury to an Industry
1n the United States

Consideration factors

In its examination of the question of the threat of material injury to an
industry in the United States, the Commission may take into consideration such
factors as the rate of increase in LTFV imports, the rate of increase.in U.S.
market penetration by such imports, the amount of imports held in inventory in
the United States, the capacity of producers in the countries subject to- the
investigation to generate exports (including the availability of export
markets other than the United States), and the price-depressing or-suppressing
effect of LTFV imports on domestic prices. A discussion of prices, and the
rates of increase in imports of paint brushes and of their U.S. market
penetration is presented in the section of the report entitled "Consideration
of the Causal Relationship Between Alleged Material Injury or the Threat
Thereof and LTFV Imports."

Capacity of foreign producers to generate exports and the avallabil1t1 of
export markets other than the United States

There is known to be a fairly large brush industry in China with many of
the factories producing paint brushes. Industry sources estimated that nearly
every province in China (25 provinces) had at least one paint brush plant and
several plants were located in those four provinces that produce bristle.
Industry sources also reported that different brush plants in China produce
paint brushes for a specific market's design and style preferences. For
example, some plants manufacture brushes for export to the United States and
Canada, and others produce for export to the Middle East. Plants in China
compete internally for export orders and they also compete among themselves
for available bristle. Certain brushes require a particular bristle produced
in only one of the four bristle-producing provinces; this bristle may not
always be available in the quantities desired. 1/

As stated by counsel for the Chinese at the public hearing on December
19, 1985, records on capacity and production are not maintained by the brush
industry in China and, therefore, such data could not be provided to the
Commission. - At the hearing counsel described brush factories in China that
produce different types of brushes, such as wire brushes and other daily use
brushes. Counsel states that, occasionally, these factories will shift
resources from producing one brush product to another. Information collected

1/ % % %,
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by the Department of Commerce during its verification trip to China confirmed
this. Upon visiting two Chinese brush factories, Commerce observed a highly
labor-intensive manufacturing process. The workforce and the few machines
employed were characterized as mobile and adaptable to manufacturing an array
of paint and personal-grooming brushes. Staff concluded that capacity to
produce natural bristle paint brushes could expand or contract, within limits,
to meet changes in demand. Once ordered by the Government such reallocation
of productive resources could be effected with relative ease.

China exports approximately * * * percent of its paint brushes to * * %,
* * X percent to * * X, % % % percent to X X X, and the balance to * x %, 1/
Recently, China's export markets have been limited somewhat as a consequence
of dumping investigations conducted in several countries.

The Antidumping Tribunal in Canada determined, effective June 20, 1984,
that dumping into Canada of natural bristle paint brushes is injurious to the
production in Canada of the like goods. The weighted-average margin of
dumping was 62.7 percent.

Australia also conducted a dumping investigation during 1984 on paint
brushes manufactured from-boar bristles in China. They concluded that such
brushes had been exported .to Australia at dumped prices and that evidence
existed that these exports caused injury to the Australian industry.
Subsequently, an agreement was entered into with the Chinese exporter to limit
future shipments.

In response to antidumping investigations filed in the United Kingdom and
West Germany during 1983, China agreed to limit its exports of natural bristle
paint brushes to the European Community.

U.S. importers' inventories

The Commission requested the major importers of paint brushes from China
to provide information concerning their imports and inventories. Their -
responses with respect to natural bristle paint brushes are reported in the
following tabulation: '

End-of-period Ratio of inventories
inventories to reported imports
(1,000 units) (percent)
As of Dec. 31--
DR -1 ) O —— 1,655 1/
1982~ 2,145 : 22.3
1983- - 5,748 30.7
1984 12,286 39.2
As of Sept. 30--
1984 ————— e 12,487 2/ 39.5

1985 —— e 14,330 2/ 63.0

1/ Not available. .
2/ Ratio of inventories to reported imports annualized.

1/ See statement of Zhou Xikang, submitted on Mar. 25, 1985.
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* % % accounted for approximately * * * percent of the inventories
reported during 1981-83. * * X, puring 1984 and 1985, several other firms
also reported a buildup in inventories of bristle brushes.

Consideration of the Causal Relationship Between Alleged Material
Injury or the Threat Thereof and LTFV Imports

U.S. imports

Imports from all sources.--Aggregate imports of paint brushes increased
sharply during 1982-84. Total imports increased from 31 million brushes in
1982 to 44 million brushes in 1983, or by 40 percent, and then increased by
another 55 percent in 1984 (table 15). Paint brush imports declined by 5
percent during January-September 1985 when compared with the comparable period
a year ealier. A twenty-one percent drop in imports from China was partially
offset by increased imports from Taiwan (10 percent) and Korea (53 percent).

The largest foreign suppliers of paint brushes to the U.S. market in 1984
were China, Taiwan, Korea, and Hong Kong, as shown in the following tabulation
(in percent):

Share of

Country total imports
China —— 56 .4
Taiwan 32.2
Korea -— 7.4
Hong Kong- : 2.2
Hungary—- , — .7
Argentina-- ——— .3
All other - .8

Total--- -— 100.0

Imports of natural bristle paint brushes are not classified separately
from all paint brushes in the official statistics maintained by the U.S.
Department of Commerce. Testimony given at the public conference held during
the preliminary investigation supported petitioner's contention that all paint
brush imports from China and primarily all paint brush imports from Hungary
are natural bristle paint brushes. 1/ No information has been presented that
would controvert that testimony. 1In addition, responses from questionnaires
sent in connection with this final investigation reported small quantities of
natural bristle paint brushes imported from Taiwan, Korea, Brazil, and Jamaica.

For this report, total imports of natural bristle paint brushes are
calculated from official statistics on paint brush imports from China and
Hungary 2/ plus imports of natural bristle paint brushes from other countries
as reported in response to the Commission's questionnaires.

1/ See petition at pp. 15 and 16, and transcript from the public conference
at p. 30. oo
2/ As reported in table 15.



A-30

Table 15.--Paint brushes: U.S. imports for consumption, by principal
sources, 1982-84, January-September 1984, and January-September 1985

f January-September

.22 ¢

Source 1982 ° 1983 | 1984 1/ - ,
: ' : : D 1984 1/ 0 1985
- Quantity (1,000 units) - -

China-- - 10,098 : 17,557 : 38,153 : 29,891 : 23,607
Taiwan———-- -+ 10,873 : 15,783 : 21,793 : 17,332 : 19,057
Korea- 7,741 : 6,714 : 4,987 : 3,482 : 5,338
Hong Kong--—-—-———--c—cvmoum—— 1,146 : 1,216 : 1,459 : 718 : 978
Canada ——— 17 : 14 : 8 : 7 : -20
Hungary- ' 653 : 1,368 : 460 : 460 : 0
Argentina -— 125 : 418 : - 205 : 25 : 248
West Germany 70 : 115 : 119 : 65 : 65
Japan- 14 : 162 : 106 : 1 106
All other-- ' 304 : 186 : - 336 : 260 : 270

Total- :_ 31,041 : 43,532 : 67,624 : 52,240 : 49,689

Value (1,000 dollars)

China 2,277 : 3,958 : - 6,537 : 4,807 : 5,973
Taiwan 1,618 : 2,390 : 3,529 : 2,591 : 3,223
Korea 1,355 : 1,245 : 859 : 711 : 1,326
Hong Kong-—- 66 : 133 : 554 : 272 : 108
Canada 19 : 11 : 13 : 12 : 24
Hungary : 517 : © 1,362 : 485 : 485 : 0
Argentina -3 40 : 195 : 68 : 9 : 129
West Germany - 30 : 73 : 33 : 19 : 19
Japan 8 : 22 : 78 : 3: 25
All other 279 : 225 : 275 : 217 : 197

Total-. 6,208 : 9,613 : 12,430 : 9,125 : 11,024

' Unit value

China---- - $0.23 : $0.23 : $0.17 : $0.16 : $0.25
Taiwan .15 ¢ .15 ¢ .16 : .15 : .17
Korea .18 : .19 17 ¢ .20 .25
Hong Kong-————~ .06 : .11 ¢ .38 .38 : .11
Canada —-— 1.09 : 7 1.62 : 1.71 : 1.22
.Hungary .79 ¢ 1.00 : 1.05 : 1.05 : -
Argentina--—-—- ——- .32 .47 : .33 : .35 : .52
West Germany--—- .43 : .63 : .28 ¢ .29 ¢ .29
Japan- - - .59 : .13 74 5.45 : .24
All other-—- - - .92 : 1.21 : .82 : .83 : .13

Average- - .20 ¢ .18 : .17 ¢ .22

1/ Imports have been adjusted to reflect an additional 463,182 brushes
(valued at $43,726) that were manufactured in China but erroneously recorded
as having been of Canadian origin. ’

Source:

Compiled from official statistics of the U.S. Department of

Commerce. These imports are classified in item 750.65 of the TSUS.
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, Imports of natural bristle paint brushes during 1982-September 1985 from
China and from all sources are presented in table 16. Imports reported from
.sources other than China and Hungary are primarily from Taiwan. - Taiwan has
long been an exporter of bristle brushes to the United States. These brushes
from Taiwan are mostly chip brushes that are reportedly less expensive than
those imported from China.

Imports from China.--As previously stated, all paint brushes imported
from China are made with natural bristle. These imports from China increased
from 10 million brushes in 1982 to 18 million brushes in 1983 and then more
than doubled to 38 million brushes the following year. During January-
September 1985, paint brush imports from China declined by 21 percent compared
to the year-earlier period.

Monthly imports of natural bristle paint brushes from China during 1984-
November 1985 are shown in the following tabulation (in thousands of units):

Period Bristle brushes
1984: _
January : - 2,690
February . 2,849
March 2,262
April —— 1,884
May : 2,428
June -—— 1,855
July : . 10,713
August A , 2,334
.September _ : 2,876
October-- - . . 3,726
November 2,906
December : - . 1,630
1985:
January - 2,075
February 1l/-———————-—- 3,683
March 4,569
April ' 4,599
May 2,343
Jurie 2/ 1,664
July- 3,303
August 3/----- m————— 1,320
September 50
October——- 85
November--— 51

1/ Petition filed on Feb. 19.
2/ Adjusted to reflect transhipment error.
3/ Preliminary determination by Commerce on Aug. 5.
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Table 16.--Natural 'bristle paint brushes: U.S.

imports for consumption, by
principal sources, 1982-84, January—September 1984, and January-September

1985 ;
C : : fJanuapy-September—¥
Source o 1982 ° 1983 o1/ 1984 ° -
: ' o : i 1/ 1984 : 1985

Quantlty (1 000 un1ts)
China——-=mimelicemmo cee——-: 10,098 : 17,557 : 38,153 : 29,891 : 23,607
Hungary--———- : . 653 :. 1,368 : 460 : 460 : 0
Other countries-—---———c-cu-n -: 961 : 1,084 : 2.608 : 2,229 : 2,629
‘ Totel’ e '.'AzjlllJ;QA: 20, 009 : 41,221 : - 32,580 : 26,236

o Value (1,000 dollars)
China—————— e e v 2,277 ¢ 3,958 : 6,537 : 4,807 : 5,973
Hungary--——--————————ccee : 517 :° 1,362 :- 485 : 485 : 0
Other countries- - - 166 : - 185 -: 423 : 293 : 459
Total-————— e 8 2;960 : 5 505;: 7,445 5,585 : 6,432

1/ Imports have been adJusted to reflect an add1t1onal 463 182 brushes
(valued at $43,726) that were manufactured in China but erroneously recorded
as having been of Canadlan origin. :

Source: Imports from China and Hungary compiled "from official statistics of
the U.S. Department of Commerce; imports from other sources compiled from
questionnaires of the U.S. International Trade Commission.

Information concerning the distribution of imports of Chinese paint
brushes by customs districts during 1984, as compiled from official statistics
of the U.S. Department of Commerce, is presented "in the following tabulation
(in percent):

Customs : ‘ C Share of total
district : imports from China
New York, NY-—--—c—eme . 40.2
Philadelphia, PA-———<———u- ——— . 25.2

Los Angeles, CA-————————eu-l .+ 25,2
Boston, MA~-——--= —— . 2.3
Charleston, SC=--——-v-m=ee——- 1.6
Buffalo, NY————~——— e 1.5
Seattle, WA-——————cemm : - 1.1
Baltimore, MD-—-—————vemec—e’ 1.0

All other—---———————c = - 1.9
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U.S. producers imported increasing quantities of natural bristle paint
brushes from China during 1982-84. Those imports are presented in the
_following tabulation: ‘

f Janﬁary—September——

1982 ' 1983 ° 1984 .
X : 1984 © 1985
Quantity---1,000 units--: 2,755 : 6,098 : 10,066 : 8,108 : 5,973
Value----1,000 dollars--: 979 : 1,455 : 2,642 : 2,120 : 1,996
Share of total brush . HE : : :

imports from China : : : :
percent—-: 27.3 : 34.7 : 26.4 : 27.1 : 25.3
Number of producers : : : s -

reporting such : _ : : :
i_mports _______________ : Kkk - xkk o kX o *kk *k%k

In addition, U.S. producers purchased significant quantities of Chinese
brushes from importers. * * * producers reported such purchases during the
period investigated. * % % of these advised that these purchases were
‘made in order to remain competitive.

U.S. market penetration

Total imports of paint brushes accounted for an increasing share of the
U.S. market during the period examined. 1In 1982, imports supplied 24.3
percent of apparent U.S. paint brush consumption; their share rose to 30.1
percent in 1983 and to 40.4 percent in 1984 (table 17). Imports' share of the
paint brush market dropped to 36.6 percent during January-September 1985.

Imports of natural bristle paint brushes accounted for 29.7 percent of
U.S. consumption of such brushes in 1982, 42.2 percent in 1983, and 62.1
percent in 1984. Imports' share of the bristle brush market fell to 57.9
percent during January-September 1985. ' '

Natural bristle brush imports from China supplied 7.9 percent of apparent
U.S. consumption of all paint brushes in 1982, 12.1 percent in 1983, and 22.8
percent in 1984: As a share of apparent U.S. consumption of bristle brushes,
such brushes from China accounted for 25.6 percent in 1982, 37.0 percent in
1983, and 57.5 percent in 1984. China's share of this market fell to 52.1
percent during January-September 1985.

Prices

Sales practices.--Industry sources described the market for paint brushes
as highly competitive, with price being an important factor in purchasers'
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Table 17.--Paint brushes: "Ratios of imports from China and all countries to

apparent U.S. consumption, 1982-84, January-September 1984, and January-
September 1985 T

(In percent)

f January-September

Item , ‘1982 ° 1983 ' 1984

- - Co- ‘ 1984 - 1985
Ratios of imports from s : : :
China to apparent U.S. : . :. H
consumption of-—- : K :
Paint brushes—-—————-—-~—————~ ——— 7.9 12.1 22.8 : 22.7 17.4
Natural bristle paint brushes—— 25.6 : 37.0 : 57.5 : 56.5 : 52.1
Ratios of imports from : : ) : : :
all countries to apparent : : : -8
U.S. consumption of-- : : : : :
Paint brushes——————evm—mmmma: 24.3 : 30.1.: 40.4 : 39.7 : 36.6
Natural bristle paint brushes--: 29.7 : 42.2 : 62.1 : 61.6 : 57.9

Source: Tables 2, 15, and 1l6.

decisions to buy one brand over another. Most domestic producers and
importers of paint brushes issue annual price lists. Discounts off the list
prices for large orders are allowed, with the amount of the discount
frequently depending on competitive situations rather than on standard
formulas. Shipping costs are absorbed by the supplier based on a minimum
dollar value of purchases. This minimum order differs from supplier to
supplier but is usually between $250 and $500. Because this minimum order can
include several items, shipping costs are absorbed on the majority of sales
and quoted prices are theréfore "delivered.” Paint brush producers and
importers typically market their products all over the United States, and
"delivered"” prices reportedly do not vary by region. A number of nonprice
factors affecting sales were identified, such as product quality, reliability
of vendor, and packaglng and sales techniques

Domestic producers and importers sell their products primarily to two
types of buyers: wholesaler/distributors and retailers. Data received by the
Commission show that individual sales to retailers were often substantially
smaller than sales to wholesaler/distributors. Consequently, producers' and
importers' prices to retailers were generally higher, reflecting the smaller
sizes of sales to some retailers and the general policy of lower prices
granted for large orders. However, some suppliers indicated that they target
the mass retailer market, and individual purchases by these customers were
often as large as wholesalers' purchases. Thus, these suppliers reported
prices identical or similar to the two customer types. Importers, unlike
producers, also sell large volumes to domestic paint brush manufacturers. 1/

1/ Producers also sell to other U.S. producers, but not on a regular basis.
Importers’ prices to U.S. manufacturers were substantially lower than
importers' prices to wholesaler/distributors.
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Prices of paint brushes vary with the width, length, and thickness of the
bristles. Wider, longer, and thicker bristles are of higher quality and,
therefore, command higher prices. The four general quality categories are
identified as utility, good, better, and best. Utility brushes are also known
in the trade as "chip" or "throw away" brushes and are most commonly used in
industrial applications. Chip brushes represented the bulk of U.S. imports of
brushes from China during the period January 1982 through September 1985.

The Commission requested 30 domestic producers and 20 importers of paint
brushes to provide quarterly data during 1983-85 on their net selling prices
for their largest quarterly sales by volume of four of the most common sizes
of paint brushes for sales to wholesaler/distributors and to retailers. * % %
domestic paint brush producers and * * *x importers of paint brushes from China
provided usable price data, although not necessarily for each product or
period as requested. Four of the importers reporting price data are also U.S.
producers of paint brushes. Some of the importers reported prices only for
sales to paint brush manufacturers because they do not sell to wholesaler/
distributors or retailers. 1/ Domestic producers provided price data on a
delivered basis for both their U.S.-manufactured and imported products. Other
importers provided price data on an f.o.b. basis (either f.o.b. importers'
warehouse or landed but not duty paid), but generally could estimate the
shipping costs to their customers. In order to enhance the comparability of
price data received, the Commission staff adjusted some importers' prices to a
delivered basis using the freight cost data provided by other importers.
Because delivered prices are uniform within the continental United States and
transportation costs represent a small proportion of the final price,
delivered prices on sales to different locations can be compared with minimal
price distortions. Producers' and importers' prices and margins of
underselling are shown in tables 18-21 for the four products for which data
were requested: )

Product 1: Utility/chip brush, made with'natﬁral bristle, with a bristle
dimension of 1-inch width x 5/16-inch thickness x'1-1/2 - 1-3/4-inch length.

Product 2: Utility/chip brush, made with natural bristle, with a bristle
dimension of 2-inch width x 5/16-inch thickness x 1-1/2 - 1-3/4-inch length.

Product 3: Paint brush, good quality, made with natural bristle, with a
~ bristle dimension of 2-inch width x 9/16-inch thickness x 2-1/4 - 2-1/2-inch
length.

Product 4: Paint brush, good quality, made with natural bristle, with a
bristle dimension of 4-inch width x 11/16-inch thickness x 2-1/4 - 2-3/4-
inch length.

Price trends.--From January-March 1983 to July-September 1985, individual
domestic producers' delivered prices for the above-named products generally
either increased irregularly or remained steady at both the wholesale and
retail levels. Domestic producers' weighted-average prices on both types of
sales generally reached their highest levels for the period under

1/ Commission staff verified that other respondents' reported sales to
wholesaler/distributors were not actually sales to U.S. brush manufacturers.
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investigation during one or more of the’ quarters in 1985. 1/ 1In the last one
or two quarters, however, producers' prices for 2-inch and 4-inch paint
brushes sold to wholesaler/distributors and to retailers declined from their
1985 peaks, as have prices for 2-inch chip brushes sold to retailers.

From January-March 1983 to July-September 1985, U.S. producers' prices on
sales to wholesaler/distributors generally increased, by 17.1 to 19.0
percent. Prices of the U.S-produced l-inch chip brush increased from $.23 to
$.27 per brush, or by 17.4 percent. Wholesale prices of the U.S.-produced
2-inch chip brush fluctuated upward from $.35 to $.41 per brush, or by 17.1
percent. From January-March 1983 to July-September 1985, producers' prices of
the good quality 2-inch paint brush generally fluctuated between $1.52 and
$1.64 per brush and were at their. highest levels during 1985. During
July-September 1985, the price of this product was $1.63 per brush or 19.0

percent higher than its January-March 1983 level of $1.37 per brush, which was
uncharacteristically low compared with price levels in other quarters of

1983. Producers' weighted-average price series for good quality 4-inch paint
brushes sold to wholesaler/distributors shows a decline of 17.7 percent, from
$2.49 per brush in January-March 1983 to $2.05 per brush in July-September
1985. The apparent decline in prices of this product is a statistical
aberration caused by sporadic reporting * * %, and the majority of other
producers, increased for this product during this period. 2/

On sales to retailers, although individual domestic producers generally
either experienced prices increasing or remaining steady for all four products
during the period under investigation, producers' weighted-average price
series for the chip brushes show price declines of * * % percent for the
1-inch chip brush and * * * percent for the 2-inch chip brush. Domestic
producers' prices for the chip brushes appear to decline because a * % %X
domestic producer of * * X reported significant sales (by volume) of these
chip brushes only for the first four or five quarters. 3/ Weighted-average
utility brush prices of the remaining producers (* * * by 3.3 percent for the
l-inch chip brush and by 2.3 percent for the 2-inch chip brush. Prices of the
U.S-produced 2-inch chip brush initially rose to * * * per brush during early
1985 from * * % per brush during 1984 but ended the period at * * % per
brush.

Prices for the U.S.-produced 2-inch paint brushes sold to retailers
fluctuated upward from * * % per brush in January-March 1983 to * X * per
brush in July-September 1985 or by * * % percent. Retail prices for the
U.S.-produced 4-inch paint brushes increased by * * % percent from * * X per
brush in January-March 1983 to * * % per brush in July-September 1985.

1/ Domestic producers' prices of utility brushes sold to retailers are the
exception to this price pattern due to statistical aberrations which are
discussed below.

2/ The wide range of prices for brushes within each category suggests that
factors beyond those specified in the Commission's product descriptions also
affect quality and price. Among these are handle material (wood or plastic),:
finish (bare wood or varnished wood), etc.. The factors may not always affect
the performance of the brush in use, however. These differences in
specifications do not appear to affect significantly either general price

trends or the patterns of underselling by the subject imports from China.
3/ x x x, ‘
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Table 18.--Paint brushes: Domestic producers' weighted-average delivered
prices on sales to wholesaler/distributors and on sales to retailers, by
_products and by quarters, January 1983-September 1985

: Sales to

:_wholesaler/distributors Sales to retailers

Product and period - - ;
Price ©  Quantity '  Price ' Quantity

Per unit : Units : Per unit : Units
Product 1: 1/ : : : :

1983: . : s : :
January-March—-—~--——-—: $.23 : 9,342 : *kk _ XXk
April-June-——-———————--: - .22 11,852 : kkk kK
July-September——————e—-: .22 1 14,268 : kXX *kk

. October-December——--——--: .23 ¢ 8,314 : xkk . *kk

1984: : 13 : :
January-March-———————--: .24 11,870 : *kXk kkk
April-June---——=—=-—-—-: .25 : 22,570 : xkX *kk
July-September-———--——--: .24 10,456 : *kk o kKK
October-December——-—~-- : .25 18,662 : kkXk . *kk

1985: : : T :
January-March-—--—-———--: .27 18,612 : *kk atat ]
April-June-~-——————-—-——-: .26 : 18,936 : *kk . - *kk
July-September-—————-—-: .27 11,474 : kkk : *kk

Product 2: 2/ : : : : :

1983: : : : :
January-March————————- : $.35 : 10,885 : k% *kk
April-June-——-————-——--: .37 12,641 : kkk xkX
July-September--~-—-———--: .35 12,384 : xkk Kkk
October-December——-—-——-: .34 13,528 : ot t kkk

1984: : : : :
January-March-———————--: .34 13,526 : kkk o kX
April-June-—————————---: .35 : 11,556 : kkk . kkk
July-September-—————~--: .36 : 36,590 : kkX : *k X
October-December——-—---: .37 : 14,092 : Lot t ‘ ekk

1985: HE : : :
January-March---——-—~——-: .36 : 15,984 : alot Kk k
April-June-—--———————-—: .39 : 23,220 : kkk o *kk
July-September-——--——-- . .41 21,252 ¢ atat I xkk

See footnotes at the end of the table.
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Table 18.--Paint brushes: Domestic producers'-weighted4average‘delivered
prices on sales to wholesaler/distributors and on sales to retailers, by

products and by quarters, January 1983-September 1985-~Continued

Sales to

:_wholesaler/distributors

.
-

Sales to retailers

Product and period

Price Quantity ° Price Quantity
ot T : Per unit : - Units : Per unit : Units
Product 3: 3/ : : : :

1983: . : : : :
January-March———--——--- : . $1.37 : 2,477 : k%X kK
April-June-——--—-—————- : 1.63 : 911 : *kk xkk
July-September—-—————--—- - 1.52 : 928 : ol t ] xXkK
October-December-———---: . 1.56 : 559 : kkk ¢ *kk

1984: : : ' s :
January-March---—————e—o: 1.55%: 1,264 : *kk Kokk
April-June—————————wel: 1.58 : 1,331 : - kkk g Kk X
July-September———-——-~-: - 1.55 : 1,237 : | okkk g Kk
October-December-—————- T 1.39 1,100 : *kk o kXX

1985: : : : :
January-March———~—————- B 1.64 : 1,212 : *kk . KXk
April-June- -—1 1.55 : 1,296 : XXX falatd
July-September—-———-———-: 1.63 : 1,272 : *kk atatsd

Product 4: 4/ H : o :

1983: : s s :
January-March——-————e— : $2.49 : . .570 : *kX : Xk%k
April-June -3 1.81 : 1,779 : kX% o *k%k
July-September-———————- : 2.47 ¢ . 628 : L *kk
October-December--——--- : 1.88 : 1,446 : X%k o kkk

1984: : : oL :
January-March——-——————-—-: 1.99 2,546 : X%k o XXX
April-June : 2.49 : 818 : it kK
July-September-———————-; 2.52 : 827 : X%k Lot ad ]
October-December-—-—---: 2.51 : 686 :- *kk kXX

1985: : : ’ : :
January-March--—-—-—————— - 2.56 : 1,220 : kX kkk
April-June———-——————- -3 2.06 : 1,768 : ot ot *okk
July-September--———e—--: - 2.05 :. 1,684 : KKk *kX

1/ Product 1: Utility/chip brush, made with natural bristle, with a bristle
dimension of 1" width x 5/16" thickness x 1-1/2 - 1-3/4" length.

2/ Product 2: Utility/chip brush, made with natural bristle, with a bristle
dimension of 2" width x 5/16" thickness x 1-1/2 - 1-3/4" length.

3/ Product 3: Paint brush, good quality, made with natural bristle, with a
bristle dimension of 2" width x 9/16" thickness x 2-1/4 - 2-1/2" length.

4/ Product 4: Paint brush, good quality, made with natural bristle, with a
bristle dimension of 4" width x 11/16" thickness x 2-1/4 - 2-3/4" length.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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Table 19.--Paint brushes: Importers' weighted-average delivered prices on
sales to wholesaler/distributors, retailers, and U.S. paint .brush producers,
by products and by quarters, January 1983-September 1985

Price trends for natural bristle paint brushes imported from China are
not consistent in direction, timing, or degree. Importers' weighted-average
delivered prices on sales to wholesaler/distributors fluctuated upward from
January-March 1983 to July-September 1985 by * * * percent for the l-inch chip
brush and by * * * percent for the 2-inch .chip brush. Importers' prices for
the 2-inch paint brush sold to wholesaler/distributors fluctuated considerably
but fell by * X % percent overall. X * X -

From January-March 1983 to July-September 1985, importers' prices to
retailers for chip brushes fell, with price declines of * * % percent for the
1-inch chip brush and * * * percent for the 2-inch chip brush. Prices for the
imported 2-inch paint brushes rose at the retail level during January-

March 1983 to July-September 1985, however, by *. * X percent. * * X 1/

Importers' prices for sales to manufacturers generally rose during the
period under investigation with increases ranging from * * * for the 2-inch
paint brushes to * * * percent for the 4-inch paint brushes. Prices for the
1-inch utility brush fell, however, by * * * percent from January-March 1983
to July-September 1985.

Price comparisons.--The questionnaire data resulted in 44 quarterly
delivered price comparisons between domestically produced natural bristle
paint brushes and the subject products imported from China on sales to
wholesaler/distributors, and 44 comparisons on sales to retailers. Of the
comparisons involving sales to wholesaler/distributors, 38 showed underselling
by the imported brushes, and 43 of the 44 comparisons involving sales to
retailers showed underselling.

Comparisons at the wholesale level.--Margins of underselling on sales to
wholesaler/distributors for all product specifications averaged 12.5 percent
of domestic producers' prices. Margins of underselling on sales to
wholesaler/distributors were the highest for the l-inch chip brush imported
from China, which undersold domestic brushes in every instance, with margins
ranging from 8.6 to 34.9 percent. From January-March 1983 to July-September

1/ Average importer prices to retailers are frequently below those to
wholesaler/distributors. This may be the result of sales to mass retailer
chains that buy in sufficient volume as to warrant large price discounts.
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1985, average margins for this brush were $.04 per brush or 17.5 percent of
domestic producers’ prices. In.10 out of 11 price comparisons, the 2-inch
chip brushes imported from China were lower-priced than U.S.-produced brushes
by margins ranging from 0.8 to 18.7 percent. Margins of underselling for the
2-inch chip brush averaged $.04 per brush or 9.8 percent of domestic
producers’' prices. The good quality 2-inch paint brush undersold
domestically-produced brushes in every instance by margins ranging from 0.1 to
39.9 percent of domestic producers' prices. Underselling for the good quality
2-inch- paint-brush-averaged $:23- per brush,-or-15:1 percent below—domestic
producers’' prices.. Price comparisons on sales of the good quality 4-inch
paint brush to wholesaler/distributors showed underselling by the imported
product in only 6 out of 11 quarters and margins were generally small in these
quarters. Underselling for this paint brush ranged from 4.4 to 6.7 percent
and averaged $.13 per brush or 5.3 percent below domestic producers' prices.
Five instances of substantial overselling by importers of Chinese 4-inch paint
brushes occurred throughout the period of investigation, with the price of the
imported brushes being an -average of $.41, or 21.3 percent higher .than prices
of the domest1cally produced brushes. 1/

Comparlsons at the retall level.——Hargins of underselling by the Chinese
brushes on sales to retailers were generally larger ‘than on salés to
wholesaler/distributors and averaged 28.0 percent .for all four product
specifications (compared with 12.5 percent for sales to wholesaler/
distributors). The fact that underselling was higher to retailers partially
reflects greater U.S. producer price differentials between weighted-average
prices to the wholesale and retail levels for domestically produced brushes
than that of importers. All of the 22 price comparisons for the Chinese
1-inch and 2-inch chip brushes showed underselling by the imported products
that ranged from 29.3 to 59.6 -percent for the l-inch chip brush and from 13.3
to 48.1 percent for the 2-inch chip brush. Margins of underselling on sales
to retailers were the highest for the imported l-inch chip brushes which
undersold domestic brushes by an average.of $.16 per brush or 43.1 percent of
domestic producers' prices. Average underselling for the 2-inch chip brushes
was $.17 per brush or 32.0 percent below domestic producers' prices.
Importers' prices on sales to retailers of the good quality 2-inch paint brush
were also lower in every quarter, with margins typically falling in the 25-35
percent range. Margins for this paint brush averaged $.49 per brush or 31.6
percent below domestic producers®’ prices. In 10 out of 11 quarters, 4-inch
paint brushes sold by importers were slightly lower priced than those produced
domestically by ..7 to 6.6 percent with marglns of underselllng averaglng $.07
or 2.8 percent

Purchasers' prices. -—The Commission requested over 40 purchasers of
natural bristle paint brushes to report, for their largest purchase each
quarter from January-March 1983 to July-September. 1985, the f.o.b ‘and
delivered purchase prices and quantities purchased of the four selected paint
brush products produced in. the United States and in China. Nine purchasers
provided some price data, although some provided price data for a few periods
only. Others, with respect to a particular brush specification, either
purchased a domestic brush or an imported -brush, but did not purchase them
both simultaneously. . Thus, the lack of complete purchasers' price data
prevents a thorough analysis of price trends and price comparisons. ‘Because
price data.provided by U.S. producers-and importers of Chinese brushes have

1/ *x % %
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Table 20. Paint brushes: Average margins of underselling (overselling)
between the domestic product and imports from China on sales to
~wholesaler/distributors, by products and by quarters, January 1983-
September 1985

Table 21. Paint brushes: Average margins of underselling (overselling)
between the domestic product and imports from China on sales to
retailers, by products and by quarters, January 1983-September 1985

already been analyzed on a delivered-price basis, this report will briefly
summarize the results of purchasers' price data and then discuss qualitative
information reported by these purchasers.

Data provided by * * % purchasers can be used for direct delivered price
comparisons. A purchaser in * * * reported that * * * it purchased * * %
domestically produced * * * chip brushes for * * * per brush and also bought
* % * of the subject brushes produced in China for * * * per brush. The
imported brushes undersold the domestic brushes by $.13 per brush or 52
percent of the domestic producers' price. The most recent direct price
comparison, provided by a * * % jin * % %  jindicates that during * * % this
company purchased * * % U,S.-produced * X * paint brushes for * * * per brush
and * * * of these brushes produced in China for * * % per brush. 1In this
instance, the Chinese brushes were $.49 lower priced, or 34 percent below
domestic producers' prices. The purchaser had been buying fairly large
quantities regularly from both sources for some time. When asked by
Commission staff why the company would choose to continue purchasing the
higher priced, domestic brushes, a spokesman replied that the U.S. producer
was willing to * X *  which service was unavailable with the imported brush.
Other indirect price comparisons involving purchases in different time periods
or from different purchasers generally support the pattern of underselling by
importers of brushes from China described in the Price Comparisons section.
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Purchasing decisions.--Purchasers were asked to rate several factors
pertinent to their purchase decisions for paint brushes on a scale of 1 to 5,
"1" being the least important and "5" being most important. The relevant
factors and their average ratings by 15 purchasers of domestic brushes and 6
purchasers of Chinese brushes are presented in the following tabulation: 1/

United

Factor States China
Price 4.1 5.0
Quality of product--—————v-—- 4.9 4.5
Quality of service————————— 3.8 3.5
Reliability of vendor————--- 4.5 4.2
Proximity of vendor-—---—-——--— 2.6 1.8
Availability of product——-- 4.1 4.7
Special arrangement

with vendor—-——-———~eceeeuo - 3.0 2.2

Clearly, when purchasing either domestic or Chinese paint brushes, several
factors play a role in the decision to purchase brushes from one source over
another. For purchasers of U.S.-produced brushes, quality of product is the
most important determinant, followed by reliability of vendor. Less important
than these factors is the price of the product, which tied availability for
the third most relevant factor. While purchasers of Chinese brushes
reportedly base their decisions on similar factors, they rank these factors
differently than do purchasers of U.S.-produced brushes. For purchasers of
Chinese brushes the price of the product is the primary sourcing determinant,
followed by availability of product. Quality of product was considered the
third major determinant in sourcing decisions for Chinese paint brushes
(compared with the most important factor for purchases of domestic brushes).

Transportation costs.--During the period under investigation, domestic
producers shipped paint brushes primarily on common carriers. Transportation
costs, as previously stated, are typically absorbed by the suppliers and
represent a small percentage of the final delivered price. Thus, while they
might affect suppliers' "netback,” they would not be an important factor
affecting price competitiveness. Average shipping costs for sales of the
domestically produced products ranged from * * % percent of the delivered

"price. Average shipping costs as a percentage of the delivered price for the
subject imported products were only slightly higher and ranged from * % %
percent. The majority of responding purchasers stated that transportation
costs were not an important factor in their decision to buy from one seller
over another. Asked whether transportation costs gave importers of paint
brushes from China a relative freight cost advantage over domestic producers,
all responding purchasers replied in the negative.

Exchange rates.--The nominal'value of the Chinese yuan depreciated
steadily relative to the U.S. dollar, by approximately 33 percent during the
period January 1983-September 1985, as shown in the following tabulation
(January-March 1983=100):

1/ No other factors were suggested by respondents in the space provided as
relevant to purchasing decisions.
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1983:
January-March——-- - -—-- 100.00
April-June---—-—————cm 98.26
July-September-—--————— e 98.46
October-December ————————————— 98.67
1984:
January-March-————————eeece .95.11
April-June _— - 90.36
July-September — -— 81.47
October-December--—— 73.17
1985:
January-March e -- 69.09
April-June-- - 68.51
July-September - 67.04

Real exchange rates of the Chinese yuan relative to the U.S. dollar- 1/ were
not calculated because China does not publish the price indexes that are
necessary for such calculations. 2/

Lost ‘sales and lost revenues

Domestic producers were asked to furnish the Commission with information
concerning sales of natural bristle paint brushes lost to imports from China,
as well as revenue lost by reducing prices or rolling back price increases in
an attempt to meet price competition from the subject imports. During the
preliminary and final investigations, domestic producers provided * * %
allegations of lost sales that from 1983-85 involved over * * X and * % %
allegations of lost revenues that involved approximately * * * in sales
revenue lost during the same period. Some of these allegations were
nonspecific ones in which producers cited customers to whom they had
experienced a reduction in sales of natural bristle paint brushes and which
they believed were now being supplied by imports from China. Three domestic
producers, * * X stated that they had not lost sales or revenues due to
imports from China. * * %, another U.S. producer, supplied the following
statement regarding lost sales and revenues:

_ During the final investigation, the Commission's staff was able to
contact seven purchasers named in lost-sales allegations and five cited in
lost-revenue allegations. A summary of their responses appears below,
followed by responses from seven purchasers contacted during the preliminary
1nvestlgatlon.

1/ Real exchange rates are nominal rates adjusted for relative levels of
inflation in the subject countries.

2/ Such price indexes, if they were avallable, reflect Government-controlled
prices in China, and would be inappropriate for this purpose.
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Lost sales.--* * % alleged that, during * * * % % % reduced its
purchases of * X X from * X X by over * ¥ X valued at * * % in favor of
Chinese brushes. * % %, confirmed this allegation and stated that, while the
imported brushes were 42 to 58 percent less expensive ‘than * * % U.S, ~-produced
brushes, quality was the major consideration behind this purchaS1ng decision.
This buyer mentioned that while brush consumers care about price, their
perceptions of quality are more firm than their perceptions of a proper price
level. Regarding the chip brushes, * * * complained that * * *. _Further,

* X % gpokesman complained that * * * had started to make a "sloppy brush,"”
perhaps in an attempt to maintain its profit margins. With respect to paint
brushes, this spokesman believes that U.S. producers in general made a
tactical error by rapidly reducing the use of natural bristle in favor of
polyester (around 1980), based on.the misperception that the dominance of
latex paints would quickly reduce the consumers' preference for natural
bristle brushes. This policy created a "demand vacuum” for natural bristle
that substantially contributed to the success of the imported Chinese brushes
in the U.S. market. As of November 1985, * * * purchases the majority of its
imported brushes from * * *, and purchases domestic brushes from * * X,

* % X named X %X * as an alleged purchaser of Chinese-produced brushes in
* % X, Although * * * could not recall the instance, the spokesman's comments
and his questionnaire responses indicate that he has not purchased ’
U.S.-produced chip brushes in several years. Prior to the entrance of the
Chinese into the U.S. market, the majority of his chip-brush purchases were
produced in Taiwan. Starting in * * %X, all of the company's chip-brush
purchases were produced in China. Price is reportedly the major determinant
in * * % purchasing decisions. * * % were mentioned as * * * suppliers of
U.S.-produced brushes. With respect to purchases of other than chip brushes,
in 1982, 78 percent of the company's total natural bristle paint brush
purchases were U.S.-produced, 19 percent were Chinese-produced, and 3 percent.
were produced in other countries. In 1984, 60 percent of * * * purchases of
natural bristle brushes were U.S.-produced, 28 percent were Chinese-produced
and 12 percent were produced in other countries.

* x X, an * X X, in a lost sales allegation occurring in * * %, * X X
for the firm could not recall the particular instance, but stated that lower
prices or requests for wooden handles are reasons he has purchased the
Chinese-produced brushes. * * * mentioned that he once lost a blanket order
to supply the * * * pecause he was not offering chip brushes with wooden
handles. This firm purchases its domestic brushes from * * * and its imported
brushes from * * %X, According to its purchaser questionnaire response, * * %
did not purchase any chip brushes from * * * during * * X (the period of the
allegation) and did purchase * X * of these brushes for * * X per brush from
an importer of Chinese brushes during that quarter. * * * reported a purchase
from * * X during * * X of * * *x chip brushes for * * * per brush, but since
that period has not purchased any of the four selected products from * * %,

%X * X named * X X, in a * * X lost sales allegation occurring in * *x %,
* * %X a spokesman for * * % could not recall the instance. This purchaser
has been buying Chinese-produced brushes for about * * X years, with many
purchases of the Chinese brushes being supplied by U.S. brush producers.
Price was the primary consideration for buying the Chinese brushes, although
they were reportedly also of good quality. The purchaser denied that * * %
has reduced purchases of U.S.-produced brushes substantially over the last few
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years, stating that approximately 95 percent of the company's current brush
purchases are produced domestically from such companies as * % %,

* X % alleged that in * * *, they lost sales of chip brushes to * x X
because the company decided to purchase Chinese chip brushes. % % %,
According to * * X chip brushes accounted for a substantial portion of * * %
sales to * X *x, Tp *x x %X % %X % gllegedly bought * * %X chip brushes from * * %
at a sales value of * X X, Near the end of * X X, % % % reportedly advised
* % % that they had concluded negotiations to purchase imported chip brushes
at lower prices and that * * * were made to allow * * X, X % % began
purchasing Chinese-produced brushes approximately * * * years ago primarily
due to their high quality but also because they were priced right. According
to the spokesman, the Chinese bristle on the imports is generally superior to
the Chinese bristle used by U.S. producers in their U.S.-manufactured
brushes. When asked about the price differential between U.S.-produced and
Chinese-produced chip brushes, he said that the imported brushes were about 40
to 50 percent lower-priced and that this differential may have increased in
recent years because the prices of domestically produced brushes have
increased somewhat. Currently, the majority of * * * chip brush purchases are
Chinese, although domestic-chip brushes are used occasionally as a second
source of supply. * * % purchases of top quality brushes are st111 sourced
domestically, from companies such as * * %,

* X X npamed * * * in a lost sales allegation involving chip brushes.
* X X, % % %X gspokesman for the company, stated that he has not purchased
U.S.-manufactured chip brushes in several years because they are priced too
high compared with imported brushes. Before Chinese brushes were available,
the company purchased brushes from Taiwan and Korea. The company continues to
purchase both Taiwan-produced and Chinese-produced chip brushes. Price is the
most important determinant in * * * purchasing decisions. This spokesman
reports that industrial distributors such as * * % will not get contracts to
supply * X * if they are quoting domestically produced brushes. The company
purchases domestically produced brushes from * _* *, and Chinese brushes from *
* %, Current purchase prices, reported by * * %  for various size chip brushes
produced by * * * and chip brushes imported from China are shown in the
tabulation below:

Size (inches U.S.-produced Imported
1/2 : KKk  xkk
1. *okk KKK
1-1/72 - *okk *hk
2 kK : KKK
2-1/2 KKK ‘ XkK
3 K%k _ X kK

* % % like many purchasers, continues to buy domestic brushes to fulfill its
needs for larger or better brushes. For instance, the purchaser still buys a
* * % U.S.-produced brush from * * X, This spokesman does not understand why
domestic producers have singled out the Chinese imports since they are simply
the latest entrants to the U.S. market.
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* * % gupplied * * * lost sales allegation on * X X, involving * * % by
X x X to * X X to solicit the purchaser's business * * *, which did not result
in a sale to X * X, X % X gpokesman said that * * % was believed to * * %
purchasing Chinese brushes around that time.. Commission staff contacted * * %
for the company, who could not recall such an instance. This spokesman stated
that, to the best of his knowledge, the bulk of their purchases as far back as
he can recall were produced domestically by * * X, % % % 3 year X X %
purchases some Chinese brushes to be sold as a promotional item that is_ both_
- less expensive and of lower quality than brushes from * * X, * %x % did not
believe that these occasional purchases would have substantially affected its
sales volume of purchases from * * *, Further, this purchasing agent denied
that * * * had ever reduced its prices to X x X, This spokesman commented
that, regard1ng packaging or other services, x X % jg willing to provide what
* * * pneeds to sell * * % brushes. -

Lost revenues.--* * X, was cited in a lost revenue allegation by * X %,
In * X X % % % reportedly had to reduce its prices by * * * percent to make a
sale to X X X of * X X (various brushes) in order to meet competitors' prices
of Chinese paint brushes. * % %, a spokesman for * X X  denied the
allegation. He stated that * * * has never bought Chinese brushes but has
purchased some white bristle chip brushes produced in Taiwan. * * % used
to have * * % gyppliers, * * * (a domestic producer). In X X X  he agreed to
make * X * his only supplier so that he would have a total program to sell to
hardware stores. When asked, * * X answered that the brushes he now purchases
from * * * are domestically produced. No price reduction accompanied their
agreement, although the company's spokesman believes he is getting very
competitive prices from * * X, According to this spokesman, importers of
brushes from China market their products on price alone and usually do not
even warehouse the product. * * * does not purchase brushes imported from
China because it requires buying container lots and wa1t1ng one month or more
for an order.

* %X % cited * X X, in a lost revenue allegation involving * * * natural
bristle brushes sold during an unspecified period. * * %X confirmed that
* *x % the firm's major brush supplier, had reduced its prices to X * % on
several brushes about one and one half years ago due to * * * complaints of
price competition from Chinese brushes. * * * recalled that, at that time,
the buyers for several new hardware accounts specifically requested to buy
less expensive imports. In.Xx * X % % X g]go directly imported natural
"bristle brushes from China. * * * gpokesman had noticed that * * * imported
Chinese brushes were high-quality and low-priced. * % X received price quotes
from * * * on imported * * * good quality brushes for volume purchases * * %,
These brushes were offered for * * * per brush in * * * and for * * * per
brush in * * *, Declining * * * offers, * * * instead directly imported * * x
Chinese brushes during * * * for approximately * * * per brush and offered
them * * X to its customers. The directly imported brushes were not as good
as the brushes imported by * * *, and the lead time for this purchase was
approximately * * * months. During the same quarter that he directly imported
Chinese brushes, he purchased * * * of the * * * good brushes produced
domestically from * * X for * * X per brush. Following this one-time
purchase, * * * wil]l await the outcome of this investigation before importing
any more Chinese brushes. Currently, * * * purchases domestic brushes from
* % % exclusively for its distribution program, but also purchases some
Chinese brushes from * * * that are "drop shipped” directly from x % X to
* * % customers.
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* % % was cited by * * * in an allegation of revenue lost in order to
meet price competltlon from natural bristle brushes imported from China.

% % % gtated that * X * js X X * major supplier and that * * X -has never
directly imported Chlnese brushes. He stated that he had purchased some
Chinese chip brushes from * * * in * * % 1983 at low prices. * * % did not
even offer that particular brush at that time. In * * %, X % % offered to
supply * * * yith chip brushes imported from China and meet * % % price.

* % % now buys this ;mported brush from * * * rather than from * * %,

* % % alleged that * * *, had asked for and received price reductions in
response to price competition from chip brushes imported from China. %X % %,
confirmed that * * * had reduced its prices.to them about 3 years ago to about
manufacturing costs in response to * * X complaints about lower priced
imports, but he explained that imports from several countries, rather than
from China alone, were creating this downward pressure on prices. This * * %
has never directly or indirectly purchased brushes from China, but has been
directly importing chip brushes from Taiwan since * * X, The company returned
a purchaser's questionnaire that indicated that X X % gales prices to * * % of
its U.S.-produced chip brushes rose for the * * % ch1p brush from * * * per
brush in * * X to * X * per brush in * * * but remained- steady at * * * per
brush for the * * * chip brushes. during this period. When asked how * * * was
able to increase its prices to * X X, * %X X explained that * * * could no
longer afford to sell the * * X chip brush at cost.

* * * named * * *, in a lost revenue allegation involving sales of chip
brushes during * * X, * % % % % % confirmed this allegation. * * * had been
buying * * * U.S.-produced brushes for several years. The purchaser notified
* % % that it could not continue to sell * * %X brushes and compete with
suppliers of Chinese imports. * * % responded by introducing a less
. expensive, lower quality chip brush line which it is now selling to * * * for
* * % percent less than their original chip brushes. The purchaser's
spokesman is not sure whether these brushes from * * * are imported from China
or actually manufactured by * * *x % % % questionnaire response suggests that
they were selling Chinese brushes imported by * %X x to * * *, % % % gtated.
that these brushes are :of lower quality than * * * original chip brushes
because the * % %,

* x * was also cited by * * * in a lost revenue allegation involving chip
_brushes sold during an unspecified period. * * % for this company, stated
that * * * purchases most of its brushes from * * *, The company has
reportedly been purchasing Chinese brushes from importers for at least 5 years:
because they are priced at least * * X percent below domestic brushes and has
reduced its purchases of low-end domestic brushes for this reason. Asked
whether any domestic producer had lowered its prices to his company in
response to price competition from Chinese imports, he replied negatively.
According to this spokesman he had asked for price reductions on U.S.-produced
brushes, but domestic producers told him to "take it or leave it.”

Purchasers contacted during the preliminary investigation.--The first
allegation investigated during the preliminary investigation named * * % ag
having purchased approximately * * * worth of Chinese bristle brushes during
1981-84. When contacted, a representative for * * %X stated that his company
began buying chip brushes imported from China from two U.S. producers in
1982. Prior to that the firm purchased chip brushes from * * * (the U.S.
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producer making this allegation). Price considerations were given as the
factors leading ‘to the dropping of * * * as a supplier of chip brushes. He
estimated that * * * ]lost approxlmately * k % worth of X * * business over the
past- 3 years.

* % * was named by * * * as a customer where sales were lost to Chinese
chip brushes during 1982-84. According to * * X  his firm supplies all types
of brushes to industrial end users. * * * gtated that he purchases both
U.S.-made and China-made chip brushes and that the Chinese brushes are about
half the cost of the U.S.-manufactured brushes. His high volume customers,

* * X will purchase the imported brush because the savings are significant.
Smaller customers will request. U.S.-made brushes as a matter of principle and
because the dollars saved by buying imported brushes are not that significant.

Another allegation investigated named * * %, as the alleged purchaser of
Chinese natural bristle paint brushes valued at * * *x, *x x x_ for this firm,
stated that * * % does in fact import chip brushes directly from China.
According to * * %, his firm had previously bought Chinese- -produced chip
brushes from * * x (the U.S. producer supplying this lost sale allegation)
until they found that they could import directly at a considerable savings.

He .could not estxmate the difference in price or the value of his imports from
China.

* * X, % x X was cited as a lost sale by X X X, * % % gt this firm,
purchases natural bristle paint brushes from several U.S. producers. One of
these producers, * * %, supplies his firm with chip brushes imported from
China. * * * stated that * * * buys these imported brushes from this producer
not because they are less expensive than those he could get from other
producers, such as * * %, but rather to add items to his purchases from * * *-
so as to reach the m1nimum quantities needed to receive prepaid delivety a
shipments.

* X X X % X was named by * * X, ag a lost sale. * X X, stated that he
purchases natural bristle paint brushes made in China from * X %, -He
described these brushes as low quality paint brushes. According to * * X, no
other domestic producer has offered to sell him comparable U.S.-made brushes.

* X * was cited by * * X as a customer where sales have been lost to
imports from China. * % % responded that the only China-made bristle brushes
bought by his firm are chip brushes bought from * * %, -* * * purchases its
full line of paint brushes from * * X, % X % feels X X X yas forced to import
this inexpensive brush in order to compete with other paxnt brush suppliers
who were already importing from China.

* * X located in * * *, was also named by * X % as g lost sale. * % X,
was contacted but he did not know the origin of the paint brushes carried in
his store.
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APPENDIX A

NOTICE OF THE COMMISSION'S INSTITUTION OF A
FINAL ANTIDUMPING INVESTIGATION
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' [W No. 731-TA-244 (Final)]

Natural Bristie Paint Brushes From the
Peopie's Republic of China

aascy: United States lnternational
Trade Commission. _

AcTose Institution of a final
antidumping investigation and |
scheduling of a bearing to be beld in
connection with the investigation.
suamany: The Commission hereby gives
.notice of the institution of final
antidumping investigation No. 731-TA~
244 (Final) under section 735(b) of the
Tariff Act of 1830 (19 U.S.C. 1673d(b]] to
determine whether 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 The People’s
Republic of China of natural bristle
paint brushes, except artists’ brushes,
with or without handles, provided for in
itenn 750.85 of the Tariff Schedules of the -
United States, which have been found
by the Department of Commerce. in a
preliminary determination, to be sold in
the United States as less than fair value
B.'!?V). b mpm to & request from
the respondents, Commerce

hn mmded the date for its final LTFV
determination in this investigation to
December 13, 1985. As provided in
section 735(b){2)(B) of the Tariff Act of
1830 (18 US.C. 1673d(b)(2)(B)). the
Commission must make it final injury
determination in antidumping
investigations within 45 days of
Commerce’s final determination, or in
this case by January 27, 1086.

For futher information concerning the
conduct of this investigation, hearing
procedures, and rules of genersl
application, consult the Commission’s
Rules of Practice and Procedure, Part
207, Subpart A and C (19 CFR Part 207}, .
and Part 201. subparte A through E (19
CFR Part 201).

EFFECTIVE DATE August 5, 1965,

POR PURTHER INFORMATION CONTACT.
Lawrence Rausch (202-523-0300). Office
of Investigations. U.S. International
Trade Commission. 701 E Street NW._
Washington, DC 20436. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission's TDD termma] on 202-724—
0002

| SUPPLEMENTARY BEFORMATION. .

Background

This investigation is being instituted
as a result of an affirmative preliminary
deternrination by the Department of
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Commerce that imparts of natursal bristle
paint brushes and brush heads from the
People's Republic of China are being
sold in the United States at less than fair
value within the of section 731
of the act (19 U.S.C. 1673). The
investigation was requested in a petition
filed on February 18, 1885 by the United
States Paint Brush Manufacturers and
Supplien Ad Hoc Import Action

antidumping investigation and. on the
basis of information developed during
the course of that investigation,
determined that there was a reasonable
indication that an industry in the United
States was materially injured by reason
of imports of this subject merchandise
(50 FR 15238, April 18, 1985).

Participetion in the investigation -
Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
to the Commission. as provided n
- §201.11 of the Commission's rules (19 -
CFR 201.11). not later than twenty-one
{21) days after the publication of this

notice in the Federal Register. Any entry

of appearance filed after this date will
be referred to the Chatrwoman, who will
determine whether to sccept the late .
entry for good cause shown by the
penonduuingwﬁlamecntry

Service list

~ Pursuant to § 201.11(d) of the
Commission's rules (19 CFR § 201.11(d]}.
the Secretary will prepare a service list
containing the names and addresses of
all persons, or their representstives,
who are perties to this investigation -
upon the expiration of the period for
filing entries of appearance. In
accordance with § 201.16{c} and 207.3 of
the rules {19 CFR 201.16{(c) and 207.3),
each document filed by a party to the
inmvestigation must be served on,all other
_parties to the investigation (as identified
by the service list), and certificate of
service must accompany the document.
The Secretary will not accept &

document for ﬁhng without a certificate

of service.

Staff repart

A public version of the prehearing
staff report in this investigation will be
placed in the public record on December
8. 1885, pursuant to § 207.21 of the
Commission’s mlea (19 CFR 207.21).

Hearing -
The Commission will hald a heanng in

connection with this investigtion
beginning &t 10:00 a.m. oo December 18,

200L as tha TTC Tnétammatirwal Trada

Commission Building, 701 E Street NW.,
Washington, DC. Requests to appear at
the hearing should be filed in writing
with the Secretary to the Commission

. not later than the close of business (5:15
" p.am.) on December 12. 1885, All persons

desiring to appesr at the hearing and
make oral presentations should file
prehearing briefs and attend a
prehearing conference to be held at 8:30
a.m. on December 13, 1985 in room 117
of the U.8, International Trade
Commission Building. The deadline for
filing prehearing bnefl is Decamber 16,

Testimony at the public hearing is -

.govemned by § 207.23 of the

Commission’s rules (19 CFR 207.23). This
rule requires that testimony be limited to
a nonconfidential summary and analysis
of material contained in prehearing

"briefs and to infarmation not available .

at the time the brief was -
submitted. Any written materials

_ submitted st the hearing must be filed fn

accordance with the procedures
described below and any confidential
materials must be submitted at least -

- three (3) working days prior to the

hearing {see § 200.8(b)(2) of the - -
Commission’s rules (19 CFR M)(Z)D.
den submissions -

All legal arguments, economic
analysis, and factural materials relevant

to the public hearing should be included
in prehearing briefs in accordance with

- § 20722 of tbe Commission’s rules (18

CFR 207.22). Posthearing briefs must
conform with the provisions of § 207.24
(18 CFR 202.24) and must be submitted

-not later than the close-of business on

December 27, 186S. In addition. axy
person who has nat entered an

_appearance as a party to the
.investigation may submit a written

statement of information pertinent to the

subject of the investigation on or before
Decem

ber 27, 1885.

A signed original and fourteen (14)
copies of esch submission must be filed
_ with the Secretary to the Commission in

accordance with § 201.8 of the
Commission's rules (19 CFR 2018} All .
written submissions except for
confidential business data will be
available for public inspection during
regular business hours (8:45 a.m. to 5:15
p.m.) in the Office of the Secretary to the
Commission.

Any business information for which
confidential treatment is desired must
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for

ranfidontial treaotmont muet confrrm

with the requirements of § 201.8 of the
Commiasion's rules (18 CFR 201.8).
Autbority: This investigation is being
conducted under authority of the Tariff Act of
1830, title VII. This notice is published
pursuant to § 20720 of the Commission's
rules (190 CFR 207.20).
lssued: August 29, 1985.
By order of the Commission.
Kenneth R. Mason,
Secretary.
[FR Doc. 85-21185 Filed 9—4~8% &:45 am)
SRLLING COOL 7020-82-8 )
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APPENDIX B

NOTICE OF THE DEPARTMENT OF COMMERCE'S
FINAL DETERMINATIONS
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" acmosz Notice. | 7

[es-670-5011 -
Brush Heads from the People's
Republic of China; Final Determination

. of Sales st Less than Fair Vd_ut

AGENCY: Import Administration,

. Internatianal Trade Administration.

Commerce.

suMMARY: We determine tlm patural
bristie paint brushes and brush headn
from the People’s Republic of China .
(PRC) are being. or are likely 1o be, sold
in the United States at léss than fafr .
value, and that “critical circumstances”

" exist with respect to imports of the
merchandise under investigation. We

have notified the U.S. International
Trade Commission {ITC) of owr
determination and the ITC will
determine within 45 days of pubhcauon
of this notice. whether a U.S. industry is
materially injured, or threatened with
material injury, by reason of imports of
this merchandise. We have directed the
U.S. Customs Service to continue to *
suspend liquidation on all entries of
subject merchandise as described in the
“Suspeasion of Liquidation™ section of
this notice and to require a cash depoait
or posting of 2 bond for eech such entry
in an amount equal to the dumping
margin described in the “Suspension of
Liquidation™ section of this notice.

EFFECTIVE DATE: December 26, 1985.
FOR FURTMER INFORMATION CONTACT:

Paul Tambakis or John Brinkman., Office -

of lovestigations, Import Administration,
International Trade Administration, U.S.

. Department of Commerce, 14th Street

and Coastitution Avenue, NW,,
Washington, DC 20230; telephone {202)

SUPPLEZMENTARY BIFORMATION: .
Final Determinstion

Based upon our investigation, we

" determine that natural bristle paint

“brushes and brush heads from the PRC-
are being, or are likely to be. sold in the
United States at less than fair value,
pursuant to section 735{a) of the Tariff
Act of 1930, as amended {19 U.S.C.
1673d(a)) (the Act). We have determined
. the weighted-average margin of sales at
less than fair value to be 127.07 percent. -
We found that the foreign market value
of the subject merchandise exceeded the
United States price on virtually all of the
sales we compared. These margins
ranged from 13 to 335 pucam.

_Cuo!ihwry

On February 18, 1985, we nenved s

 petition from the United States Paint

Brush Manuiacturers and Suppliers Ad
Hoc Import Action Coalition, filed an
behslf of the U.S. industry producing
natura) bristie paint brushes and brush
_heads. In compliance with the filing
‘requirements of § 353.36 of the .
Commerce Regulations (18 CFR 353.36).
the petitioner alleged that imports of
patural bristle paint brushes and brush
heads from the PRC are being, or are
likely to be, sold in the United States at
less than fair value within the

of section 731 of the Act, and that these
imports materially injure, or thresten

’ mtuhlhjwyto.aumd&au

. industry.

After reviewing the petition, we -
determined it contained sufficient -
grounds upon which to initiete an
. antidumping duty investigation. We'

" notified the ITC of our-sction and .
initizted such an investigation on March
11. 1985 (50 FR 10523).-On April &, 1685,
the ITC determined thet there is a

. reasonsble indication that imports of ‘
. naturs| bristle paint brushes and brush

heads from the PRC are threatening
material mjury to a Untied States
industry. On July 2, 1885, petitioner
amended its petition to allege that
~critical circumstances” exist with .
respect to imports of this merchandise,
as defined in section 733{e) of the Act
On May 1, 1685, 8 questionnare on
United States price was presented to

- counsel for the China National Native

Produce and Animal By-Products
Import-Export Corporation (Animal By-
Products Corporation), the only known
exporter of natural bristle paint brushes
and brush heads to the United States.

On June 7, 1885, the Animal By-Products -
Corporation requested an extension of
the time to respond to the Department’s
questionnaire. On june 12, 1885. we

- granted a two-week extemaion 1o luns
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- By-Products Corporation requesled- an -

*. additional extension of 7 days to

" -complete the response. This request was
denied. We received a partial response
from the Animal By-Products

Corporation on July 26. 1985, which was

not timely and not in proper form for
consideration in our preliminary
determination. In response to our

- August 18. 1985, deficiency letter -
additional responses were received from
the Animal By-Products Corporation on
August 28, 1885 and October 25, 1885.

On July 28, 1985, we issued our

preliminary determination that natural .

bristle paint brugshes and brush heads
were being. or were likely to be, sald'in
the United States at less than fair value:,
(50 FR 31638). To determine whether

sales in the United States were made at

less than fair value. we used best
information available for calculating
United States price. We based foreign
market value on 8 simple average of
delivered home market seliing prices of .
the two Sri Lankan respondents for the
most common sizes of paint brushes
believed to be sold by the PRC to the

United States net of discounts. We also ;

preliminarily determined that critical

circumstances exist in this case. In our '

preliminary determination. we stated
that we would issue a final - -
determination by October 14, 1885.

{On August 14, 1985, the Animal By- .
Products Corporation requested that we
extend the period for the final

determination for 80 days. until not later”

 than the 135th day after publication of
our preliminary determination. in

" accordance with section 735(a){2){A}) of
the Act This request was granted on

August 23, 1985. and our final -

determination was postponed until not -

later than December 18, 1885 (50 FR
35288).

We conducted verifications in Sri .
Lanka of the Ravi and Harris responses
during the week of August 18, 1885.

. Verification of the Animal By-Products
Corporation’s responses took place in
the PRC between October 7-12, 1885.

As required by the Act, we afforded
interested parties an opportunity to
submit oral and written comments. and
on November 8, 1885, 8 public hearing
was held to allow parties to address the
issues arising in this investigation. .

On November 18, 1985. the Animal By-
Products Corporation submitted a
proposal for suspension of this
investigation. The Department was

unable to accept this propesed
suspension agreement because it was
not filed on a timely basis and did not
meet the statutory requirements of

-gection 734{e) of the Act

~ We have determined that the PRC isa
state-controlied-economy country for

- incurred for similar services in a

tbe purpose of this hvuﬁge tion.- This is -

further discussed under the “Foreign

Market Value” ‘ect:onofthu nohce c
" Scope of Investigation

The products covered by this ©
investigation are natural bristle paint

. brushcs and brush beads as currently - . '
- provided for in item 750.85 of the Tariff
.. Schedules of the United Stotes (TSUS}.

The period of investigation is from

September 1884, ﬂnough February 1885. ‘-

Fair Value companm

-To determine whether salerin t.he
United States of the subject .

merchandise were made at’ len than fair.

value, we compared United States price-
with the foreign market value based on -

prices of similar merchandise sold to. - _ -

unrelated purchasers in Sri Lanka and .

the weighted-average price of imports of
" similar merchandise into the United

States.

United Smm Price

We used the purchase pnce of the
subject merchandise to represent United
States price because the merchandise
was sold lo unrelated purchasers prior
to its importation into the United States.
We calculated the purchase price of the
subject merchandise, as provided in -
section 722(b) oftheAa.buedmtbe

C.LF., packed prices net of discounts 1o :

unrelated purchasers in the United- -

- States. We made deductions, where -~ .*

approprigte, for foreign inlend freight -

_ and insurance. brokerage and bandling’

charges in the PRC. ocean freight and - .
marine insurance. In accordance with
the policy set forth in recent final
determinations involving state-

-. controlled-economy countries. mdudhg

Carbon Stee! Wire Rod from Poland, {49
FR 29434 (1884)), we based foreign . :
inland freight and insurance on charges -
Mm. .
state-controlled-econmy™ country. We
based those charges denominated-in -
Renminbi Yuan (RMB) on costs for
similar services in Sri Lanka. -

Foreign Market Value

In accordance with section 773{c} of
the Act. we used the home market prices
and costs of Sri Lankan paint brush .
producers and the weighted-average
price of brush imports into the United
States to determine foreign market
value. Petitioner alleged that the PRC is
a “'state-controlled-economy™ country

-

- -and that sales of the subject

merchandise in that country or to third
countries do not permit a determination
of foreign market value under section
"773(a) of the Act. After an analysis of -

the PRC’'s economy and consideration of .

the brief submitted by the pames we

determined that the PRC is a “state-

_controlled-economy™ eountry for -

pirposes of this investigation Fora - -
further discussion of this issue. see the
Department’s mpome to mponden! s -

.comment.-2.

.-As a result, aechon m(c) of the Act
requmus to use price of sales in the
home market or to other countries. or- -

“the constructed value, of such or similar
‘merchandise of a non-state-controlled-

economy™ country. Section 353.8{a) of
our regulations establishes a preference
for Foreign market value based upon

* prices at which gimi7ar merchandise ts -
-86ld for consumption in'the home - .-

market of that country, of to other -

countries, including the United States.

Section 353.8{b) further provides that. to
the extent possible; we should -
determine foren,gn market value on the
basis of prices in a “non-state-
eontmlled-eoonomy ocountry that is ats
stage of economic development
compersble to the country with the
state-controlled economy. . . :

After an anslysis of the countries that’
produce natural bristle pain brushes, we
determined that Sri Lanka would be an
appropriate surrogete since it is at a
level of economic development -
compareable to the PRC. Accordingly, we
mailed questionnaires to the two-known
Sri Lankan
Harris, Ltd and Revi Industries, Lt&,
and received responses from these two -
companies on May za nnd ]ulym. uss
.respectively. .- - -

After revicwu;,g the Hamu and Rav:
responses, we determinéd that while &e

Snlankmmvchandnenmnﬂartoq -

portion of the Chinese merchandise
subject to this investigation. it is not
similar to a significant percentage of the
Chinese brushes exported to the US. In
‘particular, it cannot be considered :
similar to Chinese “chip” brushes. -~
Section 771(16) of the statute defined - -
“such or similar merchandise™ as -

. follows, in the order of preference. as:

“(A) The merchandise which is the
subject of an investigation and other
merchandise which is ideptical in -
physical characteristics with, and was
produced in the same couritry by the -
same person as, the.merchandise.” or

- *(B) merchandise (i} produced in the -

produoenofpmmhumbu. R

samecounu'yandbythesamemonas )

" the merchandise which is the subject of

the mvesugauon. Hi} like that
merchandise in component material or -
materials and in the purposes for which
used. and (iil) approximately equal in

commerical value to that merchandise.” -

or “(C) merchandise (i} produced in the

-same country and by the same person
and of the same general class or kind as

‘the menrchandise which is the subject of
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" the investigation, (i) like that ]
merchandise in the purposes for which
used, and (iii) which the administering
autharity determines may reasonably be
compared with that merchandise.”

Based on our analysis of the Sri
Lanken-and Chinese-merchandise: we:
heve determined that, with respect to
Chinese chip brushes, the Sri Lankan
product cannot be satisfactorily
categorized under definitions (A). (B). or
(C) above. The black bristle paint
brushes prodnced in Sri Lanka do not
satisfy the criteria under (A) because

* they are not physically identical to the

- chip brushes. The Chinese chip brushes

are made with significantly fewer

bristies and cheaper wooden handles.

The Sri Lankan brushes also fail td

satisfy the criteria under (B} and (C)

because they are not like the Chinese

' merchandise in the purposes for which -

they are used While Sri Lankan brushes

{like the non-chip Chinese brushes) are

used to apply paint, stain and varnish,

the Chinese chip brushers are used

extensively io the industrial marketto _ -

remove chips and other scrap generated
during machining operations. and to
apply lubricants, glue and other
adhesives. -

Therefore, having determined that the
Sri Lankan merchandise is not-such or
similar $o the Chinese chip brushes, for
purposes of owr fair value camparisons
with respect 1o chip brush sales, we
based foreign market value on the
weighted-asverage F.A.S. price of
brushes. both chip and non-chip,
imparted into the United States. We
considered this “basket” information.
the most specific information on warld
chip brush prices compiled by the
Department, to be the best information
available. We were not able to base
foreign market velue for chip brushes on
the sales of a surrogate or upon -
constructed value, as provided in
section 773(c) of the Act. because we
first received informstion from
respondent indicating it sold chip
brusbes in its supplemental response of
August 28, 1885

Far purposes of our fair value
determinsation with respect te shipments
of brushes other than chip brushes, we
based foreign market value on the
delivered, packed. home market selling
prices of sales by Harris, Ltd. to its
unrelated customers in Sri Lanka. For

" purposes of this determination, we
disregarded the selling prices of Ravi
Industries, Lid. pursuant to § 353.22(b)
of the regulations {18 CFR 353.22{b)).
since all home market sales by this
company were made to 8 related
distributor in Sei Lanka We tmade
deductions for inland freight and

ins-zace and discounts. We made
adjustments for differences in credit
terms and advartising expenses in
accordance with § 353.15 of the
regulations (19 CFR 853.15).

We also made adjustments for known
differences in the physical
characteristics of the merchandise
based on costs of materials and labor in
Sri Lanka, in accordance with § 353.18
of the Commerce Regulations. We used
PRC inputs furnished by the Waxi,
Shanghai and Lan Xi Brush Factories
and the Shanghai Bristle and Brush
Factory, since the brush styles included
in our final calculations were produced
at these locations. With regard to
materials, we made adjustments for
differences in bristle and ferrule weight,

nmbermgeepoxyanduﬂs. We

disregarded in our adjustments any
costs for materials purchased by Harris
from related companies becanse there
was no evidence that such purchases -
were made at arm’s length. For these
adjustments, we used Ravi’s purchases
of materials from unrelated sources.
Since packing was identical in the two

" markets, no adjustment was made ﬁur

this expense.

-Petitioner’s Commaents

- Comment 1. Pennmmthn:he
Department should make s fmal
affirmative determination that critical
circumstances exist. There is a histary

" of dumping as evidenced by s Canadian ..

finding of dumping for nstural bristle
paint brushes from the PRC in October,
1984 With regard to the second prong of
the test, whether there have been
massive imports over a ralatively short

‘ ‘period. petitioner points out that: (1) The

import penetration ratias far PRC
brushes have increassd from 1962 to
1884; (2) imports from the PRC have’
surged recently: {3) recent itnparts are
significantly above the average

calcnlated over the last three years; (4)
factors.

there are no
DOC Response. We agree that critical
circumstances exist ip this case. See the

" section of this notice entitled

“Affirmative Determination of Critical
Circumstances’.

. Comment. 2. Petitioner requests that
the Department calculate deductions
from United States price in accardance.

with Departmental practice. Specifically,

for ocean freight petitioner cites %0 the

Departmental practice of verifying that

rates charged by COSCO, the PRC state-
owned carrier, are commensurate with
rates charged by “non-state-controlled-
economy” carriers and requests that we
do the same in this case. Moreover,
because brokerage and handling

are included in COSCO's ocean freight
rate, that rate should exceed the “non-

state-controlled-economy” carrier rate

and if it doesn't, hrokcraseandhnn&u

charges incurred by Sri Lankan
producers on their export shipments

. |hould be deducted fram United States

price. Finally. for inland freight,
petitioner requests that we use the cost
per mile for inland freight i Sri Lanka.

DOC Response. Only two of the
shipments were transported on PRC flag
vessels, the remainder being shipped oo
vessels from “non-state-controlied™
countries. The fees paid to COSCO and
the China Foreign Vessel Agent
Company for shipments on vessels from
“non-state-controlled” countries
included botb port charges and ocean
freight rates.

Therefore, since both rates include
brokerage and handling, there is no need
to calculate these chargu based on
costs of similer services in Sri Lanka.
We verified thei the fees charged by
COSCO were comparable to those
charged by carriers from “non-state-
controlled” countries. Inland freight

" deductions were calculated using the

per mile cost of inland freight in Sri

Comment 3. Petitioner agrees with the
Department's selection of Sri Lanka es
the appropriate surrogate and argues
that the Sri Lankan * home
mrkctpﬁceuhoddbeprefelndtn .
their export prices o3 the besis for
calculating foreign market valwe. In
regard to the two Sri Lankan producers
from whom the Depnﬁment obtained
" home market prices, Ravi end Harris, aF
the domestic sales of Ravi were to &
related distributor. As avesult,

- petitioner cleims that these prices
canno! be used because there is no wey
.to demnonstrate that they are comparable

to those that would be charged to
unrelated customers. Therefore,
petitioner argues that the prices charged
by Rav?'s distributor and, preferably. the
prices charged by Harris, who sells
directly to urrelsted purchasers in the
home market, should be used as the
basis for caiculating foreign market
value.

DOC Response. We agree that the

" home market prices for similar

merchandise charged by a produter in s
market economy at 8 comparable level
-of economic developmem to the state-
controlled economy in question are
preferred to the export prices of that

- surrogate producer for purposes of

calculating foreign market value. (See
Carbon Steel Plate from Romania; Finc’
Results of Administrative Review of
Suspension Agreement, 49 FR 12292
(1884)). Therefore, we kave compared

. the Sri Lankan home marke! prices for
paint brushes to the prices charged fo
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PRC paiqt brushes. Because one of the
Sri Lankan producers tbat responded to
our questionnaire.made seles directly 4o
related customers {Ravi) and we do not
‘have information necessary to mehe
circumstances-of-sale adjustments to the
prices charged by Ravi's distributor, we
disregarded this preducer’s prices to its
related distributor..Accordingly. we
‘based foreign market value for paint -
‘brushes on home market sdles to the
unrelated customers of Harris.

As discussed elsewhere. in this notice,
we bave deterniined tha! the paint
brushes sold’in 5fiLanka are rot similar
to the chip brushes sold by the PRCin
the United States. Therelore, we -
develgped an-a! temaﬁve measufeIor -
foreign market value Tor the chip b
brushes. the weighted-average price of
imports fo the United States from
countries other than the PRC. :

Comment-4. Pefitioner.contends that
unless the Department has verified:11)
The existence.end percentage rates of
quantity discounts.claimed by .
respondent or the PRC's salas in the
U.S. and (2} that fhe discountsare -
consistently apphoannd;nsn'ﬁa'h'tem
the basis of & real cont savings Tor
volume productien-and/er sale, then ne
‘adjustments to Torejgn market value
8hoiild be madeTor guantity discounts '

OO Besponse. We verilied that .
discounts were actudlly given on
various PRC sales based ox..interolio,
the quanfity ordered and theJengib of
time that e 1):S. purchaser had heen.s
customer. Consisten! with.our practice.
we used the price net of discounts for
United States price.

As we did pot requestinformation .
rélative to specific sdies by Rarris in its
.. home markel, we did not campare PRC
peint’brush sales 1o sales o compazable
quantities in"Sri Larika. astead, we
relied upon standard prices listed Ior the
various brush sizes, which we verfied
were the actual prices charged in the
home market. We verified.that Harris
offered 8 who'esaler discount and that
the discount-was given on over B0
percenl of Harris™ sdles during the
period Tor which we gathered
information. ThereTore. dlso consistent
with our practice, webased foreign

market value far paint hrushes on prices
net.of the weighted-average discount
given on Harris" home market sales
during the period of invesfigation.

For chip brushes, because we used .
import statistics. no adjustment was
made t6 foreign. market value for
quantity discounts.

Commen? 5. Petitioner urges the

. Dcpartm't ‘to reject respondent's claim

{or a level-ol-trade.adjustmen: because
responden‘t has not demensiraied that -

. different costs are incusred 4in selling. 8t

‘the wholesalc-and setail levels.

DOC Response. We.agree. Mo
evidence has been submitted
demonstreting that there ase differing
cosis associated with.selling paint

_ bLrushes at.different levelsof trade in Sri

Lanka. See respondent'srcomment-8 and

the Department's responae thereto..Aleo.
no -of-trade adjustment smassnade
Jor sales of .cbip brushes.

Comment 6. Petitioner cantends that
there is no-exidence shat the SriLankan
ptaducers.incur codts far swarranties.
guarantees or technical assistanes.
Therelfore, fareign marketwalue:should
nol be adjusted lorthese circumstihcess
afsale. -

DOC Response. Welhave.nn!mde
ciroumstance of-sale.adjustments Jor -

«wartanties, guarantees ar 2echniosl

~ assisiance because the Srilaskas .

producer. whose home manket paint »

* .brush prices we have used, didnotincur |

these fypes of expenses. ircumstances
ol sale adjustments were.madeso
account for direct advestising expensas
incurred by Harris.and diffesences.in fhe

. credit terms offerad hy the Srilankan

"and PRC producers-an_psint: .

Nocircumstances-o}-sale adjusiments
were madedar Chip brushes because we
didnathave the neaersary .mfaruhon
to adjust the pfices.climpamsdoibe .

- United States Trom ather sainrtries.

‘Comment 7. Petifioner.contends fhat
there:is no evidence df significant
differences between the grades o7 bristle
used by the PRT producers as qpposed
to'the SriLankan producers, nor that the

‘brisfle used in"Sti Lanks has undesgane

“further processing. ThereTare..oo
adjustmenite Tor differences in guality of
the brisfle hould be made 1o the per
unit price oI brisfle in S&iLadka.
Moreever..apecific deductiens. regueued
‘by regpomrdent .to account Jer the Tact

- that Harris purcheses its hrisfie"from. its

‘UK. parent should not be aliowed-
because they have not been-grantified
or verilied.

DOC Response."The pdint brushes
_produced by Ravi.and Harris have
almost identicd] physical
characteristics. For the reasons stated.in
the “Foreign Market 'Value™.section, we
have used the costs of bristle to Ravi.

.the'Sri Lankan producer who purchases

bristles directly from unrela‘ed
suppliers. to make-adjustmentsfor the
differing amounts of bristle contsinedin
the SriLankan and PRC paint brushes.

. Therefore, any additional costs that may

be built intc ' Harris's brisfles Go.not
aflect our calculations. For brisfles
purchased by'Ravi, we verified dhat no
‘further processing is done to the bristies
and. thus, no adjustment is warranted in
this regard. Also..no adjustment has

been made for differenses in thegrade -
of bristle used by Revi and the PRC
producers in ¢heir peint hrushes becaupe
noevifiance was submitieddo _ .
demonsteate that exy diffevence in
gredes used by Rnn.multadnn:dxﬁmt

costs.

No :adjustrems ware made for any
oifferencesin the physical - .
xiharacteristics »f chip fireshees.

Coanent 8. Retiti ooer te. ]

adjustmant sholild be Isade o the prices
of Sri Lankan brushes 1o sceount for
diffeveniees n'the physical
chacteristics of the'fervules-usel by
the FRC proucers. 3n e case diTlars,
who purchases ferrules from its®K.
pavent, the spedffic-deductions -oélled for
by respondent have not ‘been geantified
wrverified For Ravi.who purdhases.
nickék:pluted ferrules Trom hdly, neither
the vost nor tre wwowt-of alian rew
meteridis or'lalyornputs esodiated -
with nn&ehpmsbown.hﬁhe
petitioners view, even i these were
Yerown, compering Raflian cortytothe
laboriintenyive methols-of preductionin
the PRC would likeély require an-wpward
Tather than-Bownwerd a &justmrentto
foreign maret valloe. Mm'by

el rereby inouradditiomal cons
. trensportation, frephnt mnd imsurance
woonomiciorces

réflacts Tesponsestv
operstng‘m*aireemiret.ﬂ'he PRC

such forces. Therefore, the :morogates”
.choice 3houl8 be recognized ndno
abBjustorents shnullé be madie to refiect
the _putexmdlb higher cans dl:importing

DOC Respome Wehave usal the
prices pai@ hyRax foritsTexruies in
examining whether a8justmenits hased
upan differances in the.types of Termules
used Tor paint brushes are gppropriate.
Thus, there was no need to consider the
specific adjustments to the prices paid
by Hartis. The Terrules.used’bvRavi are
nickel-plated whereas some of the FRC
brushes have tin-plated ferrales. 1deally.
ary.afjusunent for these physical.
differences’in the merchandise would be
made by comparing the prices Ravi paid
for tin-plated ferrules. However. Ravi
did not usethe tin-piated fernles.

‘We did not seek matesidl or'labor
input information or costs framthe
ltalian Terrule producers to ascerta:n or
value the differences in physxca]
characteristics hetween.
and the PRC fermules Our reasans for
not doing so.are.twoinld. Jtaly weuld.net
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be considered at a comparable level of
economic development to the PRC and.

- hence. a revaluation along the lines
offered by petitioner (i.e., one taking
into account the labor-intensive
production methods in the PRC) would
be inappropriate.

. Therefore. the adjustment we have

- made-to-account-for-physical-differences
in the ferrules used by Ravi and the PRC
producers for paint brushes reflects only
the weight differences in the ferrules.
Because the type of plating can affect
the weight of the ferrule, this adjustment
may account, in part. for different costs
of using nickel-plated and tm-plated
ferrules.

. Comment 8. Petmoner believe: thal
PRC brush producers import timber for
- manufacture of brush handles. If so, the

cost of the handles is easily identified
and should exceed the cost of timber to
Sri Lankan producers because of the

" additional charges for transpoﬂahon.

" DOC Response. We verified that the
timber used by the PRC brushmakers for
the Shanghai and Jiangso branches is
from domestic sources. -

Comment 10. Petitioner claims that the

’ Depamnent must use labor hours
reported in the PRC response rather -
than the actual labor hours verified for

" certain styles of brushes for computing -

costs related to differences in physicad
"tharacteristics. The response appears to

" report total iabor hours per brush style.- -

Worksgheets from verification, however,
report labor input in working days per
unit of brushes. These were converted
by the Department to a tota) amount for
labor input by multiplying the number of
days by the number of hours in an
average working day. i.e...eight hours.
Because the average working dey may
exceed eight hours the Department
should rely on the standard 1abor hour
total reported in the response. .

DOC Response. We disagree. In
making ad)ustments for physical
differences in the characteristics of Sri
Lankan and PRC paint brushes, we have
used the actual, verified labor hours of
the Shanghai Branch in our final
determinatioh because these numbers
were supported by accounting records
-and daily production reports. The date
shown in the accounting records does
Dot represent total labor hours. Rather,
these number represent tota! working
days per 10,000 urnits. The Department
multiplied the number of days by the '
verified average number of hoursin a
workday. We also divided by ter to
convert labor hours per 10.000 units to
labor hours per 1000 units.

Respondent’s Comments

Comment 1. Respondent urges the
Department to find that critical

circumstances are not present in this
case. Specifically, imports from the PRC
should not be considered massive over a
relatively short period because
increased imports following the filling of
the petition are explained by seasonal
factors. and because the increase in -
imports from the PRC is consistent with
-import-growth-from-other suppliers: - -
Furthermore, Congress intended the
critical circumstances remedy to be used
in situations where the domestic
industry is badly injured by large .
volumes or a surge of imports.and 10
deter exporters from shipping large
quantities before the preliminary
determination and thereby circumvent
the law. Respondent claims that neither
of these considerations are tin -
this case because the ITC only reached
a preliminary determination of threat of
material injury and because significant
quantities of the post-petition imports -
.were purchased directly by petitioner's
members of through importers whoare
primarily suppliers to petitioner's

" members. Finally, the overwhelming

majority of post-petition imports were
ordered prior to the filing of the petition
and could not constitute in any way

- stockpiling of invéntories or an attempt
‘ 10 circumvent the intent of the law.
DOC Response. As explamted in the )

uchon of this notice entitled -
“Affirmative Determination of Crinul

" Circumstances”, the Departinent based

that determination on its standard
analysis.of recent import statistics.
Based on that analysis. we found that
tmports increased significantly following
the filing of the petition. and that recent

- imports are significantly above average

imports calcualted over the last three .
years. Furthermore. seasonality is not.an
issue because. by the respondent's own

-admission, the bulk of the shipments are

of chip brushes. Though there were
instances of post-petition imported that
had been ordered prior to the filing of -
the petition, three of these orders were
quite large and occurred within two
weeks of the filing. Thus, there is
evidence that stockpiling msy have been
untertaken in an attemp! to circumvent
the intent of the law.

Comment 2. Respondent claims that
the most appropriate measure of foreign
market value for PRC brushes is home
market prices in the PRC. 1ln -
respondent’s view, the current economit
climate in the PRC generally and the
business practices of the Anima! By-
Products Corporation particularly.
render the use of a surrogate
unnecessary and inappropriate because
the PRC economy is not state controlled
within the meaning of section 773(c) of
the Act. According to the respondent,
information submitted by the Animal

By-Products Corporation establishes
that costing of materials and labor are
done in PRC factories. that usual and
normal markups over cost of productior,
are taken by the factories and the
relevant branches. that charges such as
-ocean freight & insurance are at
prevailing rates and that. in an overall
“sense, at least the brush business in the
PRC operates on free market principles.
DOC Response. We are not persuaded .

that the PRC economy as a whole or the
PRC brush producing entities, in

- particular, operate under economic
forces which would permit o
determination of foreign market value
on the basis of home market prices or
costs. The information submitted by -
-respondent does.not demonstrate that
the quantities and prices of inputs to _
brushes. including capital and labor. are’
not centrally controlled. Nor has ’
respondent demonstrated that the

. quantities, styles and prices of PRC
brushes are not in accordance with
centrally-set goals. Also, there is no

" evidence that hame market prices of

.brushes in the PRC are affected by
competition among PRC producers of
brushes or substitute products or
imports. Finally, no information was .
presented regarding the convertibility of
thec!.!a:.nmbn. %&@dmdh .
s factor w Dcpamum :
takes into account in
whether an economy canbe mted as
non-state controlled far purposes of an
. antidumping duty proceeding.
Comment 3. Assuming a surrogste -
mesasure of foreign market value was
necessary. respondent argues that it
would be more appropriate to oelect 8
number of major brush
countries. including Taiwan and Korea.
for pricing comparisons. Such an
approach is provided for expressly in

" section 773(c) of the' Act, whereas the "

criterion of economic comparsbility is
an sdministrative construct created by
regulation rather than law. Respondent
claims that by choosing surrogate
countries at a comparable level of
economic development the Department
limited itself to producers that are
insignificant in woridwide production.
DOC Respone. As respondent has
recognized. § 353.8(b) of our regulations
provides that in investigations involving
state-controlled economies. foreign
" market value “shall be determined. to
the extent possible, from the prices or
costs ib a ‘non-state-controlled-
economy’ country or countries at & stage
of economic development comparable 1o
the lmte-eontrolled-economy country
from which the merchandise iz
exported.” In accordance with this
regulation we have used paint brush
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prices in Sti Lanka, 8 country we have
determined to be at a level of economic
development comparable to this PRC.
As discussed sbove, because the Sri
Lunkan product is not similar to the PRC
chip brushes, we have used the
weighted-average prices of imports into
the United States for calculating foreign
market value for chip brushes. While the
Act does not dictate a preference for
choosing countries at a comparable
leve} of economic development to act as
surrogates, it was clearly within the
Department's authority, and a
reasonable exercise thereof, to
incorporate this preference in its
regulations. The antidumping duty

. statute consistently provides for g fair
value comparison between such or
similar merchandise, and it allows

- several adjustments to ensure that the

_merchandise sold in different markets -
does not differ in ways that may affect

-

.. the differences in its price. In

promulgating section 353.8(b), the
_Department recognized thst sales of
comparable merchandise, at comparable
terms, were more likely to occur in
countries at equivalent stages of
development. Resondent does not
dispute that Sri Lanka is 8t &
comparable ievel of economic
development. . = .

. Comment Respandent contends that
the inappropriateness of Sri Lanks as &
surrogate is further demonstrated by the

particular characteristics of the Sri
‘Lankan producer investigated. In
particular, for one Sri Lankan producer
(Ravi) all home market sales are made
to a related distributor who. in turn,
sells to unrelated retailers. The prices
charged to the distributor cannot be
used absent & showing, which
respondent believes cannot be made.
that the same prices would be charged
to unrelated purchasers. Moreover,
although prices to retailers were
obtained, no information was provided
‘on discounts, credit expenses. and

- freight or.insurance.

For the second Sri Lankan producer
(Harris). the primary materials for brush
manufacture, bristles and ferrules. are
obtained from its parent company in the
UK. The circumstances under which
Harris purchases these materials raise’
the prospect that Harris home prices are
inflated; first because they are obtained
. at transfer prices and, second, because
of the additional transportation and
duty charges incurred in importing these
materials. As 8 result, any adjustments
made to Harris' home market prices to
account for differences in the physical
. characteristics of the marchandise
would reflect these additonal layers of
costs.

Finally. for both Ravi and Harris, the
brushes sold in Sri Lanka are of medium
to high quality for the application of
paint, stain and vamish. In respondent’s
view, these cannot be considered such
or similar merchandise to the “chip” or
industrial brushes which constitute the
overwhelming majority of the PRC's
sales in the U.S. because of the
differences in components and purposes
for which the brushes are used. Hence,
the Sri Lankan brushes cannot be used
for comparison puposes. . . -

In summary. respondent asserts that
given the peculiarities of the two Sir
Lankan producers,use of their prices .

. and costs without, at the very least.-
fundamental and extensive accounting -

adjustments, contradicts Congressional
intent and agency rationale for
economically comparable merchandme
comparisons. .-

DOC Response. We agree that the

. paint brushes sold in the Sri Lankan

home market are not similar to the chip
brushes sold by the PRC in the United

- States. Therefore, we have only used Sri

Lankan home market prices for.
calulating for foreign market value of
paint chip brushes sold by the PRC.in

- barrowing to this credit
.adjusted Harris" prices for tbe difference

sellmg expenses for its U.S. sales.
wi.creas the Sri Lankan producers
extend credit and incur such selling
expenses as adverstising, salesmen's
salaries, management overhead and
expenses and trave! for salesmen
DOC Response. We made
circumstances of sale edjustments to
account for differences in credit
expenses and direct advertising
expenses incurred on Sri Lankan paint
brush sales. For PRC sales where the -

- letters of credit were drawn down after -
shipment, we treated this period as the

pumber of days credit was outstanding
and applied Harris’ short-ter::d cost of
We -

between PRC credit expenses and credit
expenses incurred by Harris based on

. the average number of days for which

Harris extended credit. The other types

‘of expenses allegedly incurred are not

considered directly related to Harris' .
sales and. hence. no adjustment has
been made for these. Also, because .
weighted-average F.A.S. import prices
were used for calculating the foreign
market value of PRC chip brushes. no .

. circumstances-of-sale adjustments were

the United States. As described - ,.- -~ made.

elsewhere, we have used the home .
market prices of Harris, who does sell to
a related distributor. Also, adjustments
for physical differences in the hnstlac
and ferrules have not been based on -
Harris’ costs. .

Comment 5. Respondent argues that if
Sri Lankan home market prices are used.
ar adjustment must be made for
differences in quantities sold. -
Presumably, Sri Lankan home market
sales are in significantly smaller -
quantities than the PRC export sales.
Also, the Sri Lankan producers are
essentially paint brush assemblers.

Although quantity discounts are not

refiected in PRC price lists, their prices
are negotiated individually with U.S.
buyers and reflect the size and volume
of the purchases. Such discounts are
based on economies of scale achieved
by the PRC producers and their totally
integrated production process,

DOC Response. An adjustment has
been made to Harris' paint brush prices
to reflect that firm's wholesaler
discounts. Discounts given on PRC sales
have alsc been deducted from United
States prices. See DOC position on

_ petitioner's comment 4.

Comment 6. lf Sri Lankan prices are
used as the basis for foreign market
value. respondent argues that
adiustments for difference of .
circumstances of sales must be made.
Respondent claims that the Anima!l By-
Products Corporation incurs no direct

- -purchase major

Commant 7 vacn,ﬂ.\e hnnted nature -

_‘of}hesn Lankap operations and the

fact that the Sri Lankan producers -,

companents, such as .
bristles and ferrules. related and/or
foreign suppliers. respondent claims that
sdjustments for differences in the - .
physical characteristics of the Sri -
Lankanp and PRC merchandise should
factor out costs which are peculiarly
and solely related to the Sri Lankan
producers’ methods of procurement and
production to sliow differences in the
phyvsical characteristics of the

. merchandise to be adjusted on a .

comparable cost basis. .

DOC Response. In making
adjustments for differences in the PRC
and Sri Lankan paint brushes, we have
relied on Ravi's costs for bristles and
ferrules, since Ravi purchases these
materials from unrelated suppliers. As
explained in the “Foreign Market Value™
section of this notice. we excluded any
costs for materials purchased by Harris
from related companies. Therefqgg the
issue of specific adjustments to the
Harris prices is moot.

In regard to adjustments to Ravi's
costs, respondent-would make an
sdjustmen: to account for additional
processing of bristle in Sri Lanka. The
bristle purchased by Ravi undergoes no
additiona! treatment, as claimed by
respondent, and. therefore, no
adjustment is necessary. For ferrules.
respondent would have us factor out the
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allegadly higher resulting from
producing ferrules in htaly rather than
Sri Lanka, the freight and insurance
incurred in.shipping the product from
Italy. and the impert duties and other
taxes associated with importing the
ferrule-We disagree that such —
adjustments shouwd be made. Ravi chose
to purchase ferrules overseas rather

* than to produce them itself, presumably

for sound business reasons. Therefore. il
is reasonable to assume that use of the
prices paid to Italian ferrule producers
does not skew or inflate the cost of
components.

Comment 8. Responden! claims that
Sri Lankan home market sales are to
retailers or related disiribotors whxle
PRC sales in the US. are to
manufacturers aof importers. For thns
reason. respondent requests an
adjustment an adjustment for
differences in levels of trade.

DOC Response. We have not made a
level of trade adjustment because no
evidence has been provided to
demonstrate that different costs are
incurred in gelling at different levels of
trade.

Comment 9. Respondent argues that
retroactive impositior of entidumping
duties under the critical circumstantes
provision of the Aet is unconsfitutional.
This provision allegedly vieletes the due
process clause of the Fifth Amerrdment.
under the “vagueness doctrine.” The
major principle of the vaguerress
doctrine is that statutes and regulations
which purport to govern conduct must
give an adequate warning of what the)
commang or forgive.

A critical circumstances
detlermination results in the mtroactive
application of the preliminary margin..to
entries -heginning 99-days priorto the
preliminary determination. Respondent
argues that this violates the vagueness
doctrine, because until an antidumping
petiticn is filed and the ITA selects a
surrogate. an imparter purchasing goods
from a “stete-controlled-economy”
country-does not known what sales will
be used as a pricing benchmark, and _
thereby lacks any ability whatsoever to
know if the purchases being made are
unlawful. i.e.. 8t less thar fair value, or
to exercise a meaningful choice as to his
conduct.

DCXC Response. Congmss enacted the
critical circumstances provisions of the
antidumping and countervailing duty
laws as part of the Trade Agreements

- Act of 1979. Howeve:, the Antidumping
Ast ¢/ 1927 and the.Internafional
Antidumping Code of 1967 also
contained retroactivity provisions. One
of the purposes of the critical
circumstances provisions was “to deter
exporters whose merchandise is subject

toan mvsugunon fro— circumventing
the intent of the law by increasing therr
exports to the United States during the
period between initiation of an
investigation and & preliminary
determination by the authority.” HR.
Rep. No. 96-317, 96th Cong.. 1st Sess. 63
(1979}. The Department has further
stated that “the retroactive levying wili
serve as necessary and effective
warning that merchandise subject to
United States antidumping or
countervailing duty investigations. may
oot be rushed into the United Statesin
order to aveid possible antidumping or
countervailing duties:” Certain Steel/
Products fram Frazce. 47 FR 35856,
85660 (1882). -

Thus. both- Congress and'the

_ Department view the initiation of an

antidumping duty investigation as
sufficient notice that the sobject
merchandise may be subject to
antidumpting duties in the future. There
is no reason that the initietion'serves as
notice of the poseible imposition-of a
duty deposit rete only-at the timeof &
prelimirmary determination. Section
733e)(2) provides thst liguidation may
be-suspended retroactively with respeet
to "‘unliqeidated entries of merchandise
enteved . . . on orafterthedste whiclris
90 deye before the dete-on which
suspersiorrof Bquidetion was Brst

. ordered”"Fhe-earliest date upon. which

suspension of Bquidation mey-be
ordered in an antidumpingduty .
investigation is the date of the
preliminary determination. which occurs
within 180:dswe after the filing of the

" petition, pursuamt to-section:233(bj(1) ef

the Act. Irra sormsl-entidumping
investigation where grifical
circunmstances are found to-exist,
suspension of kquidation would not
begin to-applyunti! et least 70 davs after

the filing of the petition. or'50 dave after -

the date of initiation.

In this investigation, the preliminary
determination was issued on july 29,
1985, and the notice-was published in
the Federal Register of August'5, 1885.
The retroactive suspension of
liquidation applies to entries 90 days
prior to the date of publication, or
beginning May 7. 1885. This date is
actually 77 days after the filing-of the
petition, and 57 day after the date-of
initiation, and 53 days after publicatioz
of the notice of initietion.

The notice of initiation was therefore
sufficient notice to any-importer of the
subject merchandise that this
merchandise could be subject to -
antidumping duty deposits. under either
the critical circumstances provisions or
the normal schedule dictated by the Act.

- Interest Party Comnmnts

Comment 1. Wagman-wol}'. Inc., an
importer of brushes fror the PRC.
claims that the Department carnot make

‘an affirmative finding of critica!

circumstances unless it has concluded
that imports have been massive over &
relatively short period and there is
reason to believe {1) massive imports

‘would continue or recur ebsent the -

impositien of speciai sntidumping duties
applied retroactively: (2) the massive
imports have been injuring the domestic
industry. and (3) the recent imports were
intended to circumvent the tl.S.
aantidumping law by being entered prior
to the Department'’s prelnnmry
determination. =

With respect to massive imports, the

- importer notes that in examining
- whether imports have been massive

over a relatively short period imports in
the secand quarter of 1985 ffonuwmg
filing of the petition n February) .
declined fronr thre prior quarter and were

_mot sxgmﬁcnndy greater than import

levels during the first and last quarters
of 1984 The relatively high level of
imports in July. 7985 should nat be seen
as leading to critical circumstances -
because import levels are historically
kigh in July and July, 1865imports aze
Iower than July, 1888 importx. Marecvcx

" the brushes which entered.afier the
" filing af the petition were generally

ordered long before the filing to fill
orders placed by the imparters’ -
customers. & standard practice-in. the .
industry..and. therefore. did:nat
represent an attemp! to circumvent the
law. Alse. the.increase in imports in the
first quarter of 1885 may have resulted
fram the need- 10 replenish depleted
stocks occasioned by the low level of
shipments arriving in prior months. An
additional reason that imports increesed
was the sharp decline in the Reriminbi/
doliar exchange rate. The au:hange rate
has now stabilized, predndmg the ,
possibility of imports increasing by
substantial amounts in the future.
Finally, the importer claims that any
perceived surge in imports most
probably resulted from petitioners’ own
activities as they are substantial
importers as well as customers of

- ‘importers.

DOC Response. The Department has
determined that critical circumstances
exist. See the sections of this notice
entitled "Affirmative Determination of
Critical Circumstances™ and the
Department’s reponse to respondent’s
comment 1.
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Alffirmative Determination of Critical last three years; and (4) whether the access to all privileged and confidential
Circamstance~ pattern of recent imports may be information in our files, provided the

Counsel for the petitioner alleged.that
iroports of natural bristle paint brushes
from the PRC present “critical
circumstances.” Under section 735{a){3)
of the Act, “critical circumstances” exist
if we determine (1) there is a history of
dumping in the United States or
elsewhere of the class or kind of the
merchandise which is the subject of the
- investigation. or the person by whom, or
for whose account, the merchandise was
imported knew or should have known
that the exporter was selling the
merchandise which is the subject of the
Investigation at less than its fair value:
and (2) there have been massive imports
of the class or kind of merchandise that
is the subject of the investigation over a
relgtively short period.

Fora determination under
section 733(e}{1) of the Act. on the other
band, we determine only “whether there
is-s recsonabile basis to believe or
suspect” that such elements are present
{emphasis added. The standard for s
final lﬁrmatxve determination is more

Wefoundamnblebuhtobelieve
or suspect that imports were massive
" over a relatively short period, and that
there was & history of chomping of the

class or kind of the merchandise which

is the subject of this investigation.

For purposes of this final )
determination. we still have found a -
history of dumping in the United States
or elsewhere of natural bristle brushes -
and brush heeds from the PRC. In
making this determination, we reviewed

- past antidumping findings of the
.Department of the Treasury as well as
pest Department of Commerce
entidumping duty orders. We also
reviewed the antidumping actions of
other countries. and found a 1884
Canadian antidumping duty order issued
;nR éatural bristle paint brushes from the

Since there is a history of dumping in
the United States or elsewhere, we do
not need to.consider whether there is
reason to believe or suspect that
importers of this product know or should
have known that it was being sold at
leas than fair vaiue. We generally
consider the following concerning
massive imports: (1) Recent trends in
import penetration levels: (2} whether

- imports have surged recently; (3}
whether recent imports are significantly’
above the average calculated over the-

explained by seasonal factors. Based on
this analysis. we find that imports of the
subject merchandise from the PRC -
during the period subsequent to receipt

of the petition have been massive when -

compared to recent import levels and
that recent imports are significantly
above average imports calculated over
the last three years. We also find that
the pattern of recent imports cannot be

" explained by seasonal factors.

‘Therefore, we determine that critical
circumstances exist with respect to
imports of natural bristle paint brushes
andbmlhheadofmxnthemc. .

Verification

In accordance w:th section 776(3) of
the Act, we verified all dats used in

making this final determination using - '

standard verification procedures,
including on-site inspection of
manufacturers' facilities and
examination of records and ulected
original source documentation
containing relevant information.
- Continuation of Snlpauicnd
Liguidation =

In.accordance with section’ 733(d) of
the Act, on August &, 1885, we directed
the United States Customs Serviceto

liquidation of all entries of .

suspend
patural bristle palntbmshacndbrmh
" beads from the PRC for all

manufacturers /producers/exporters. -
which were entered. or withdrawn bom

-warehouse. for consumption 80 days

prior to August 5, 1865. As of the date of
publication of this notice jn the Federal

E Register, the liquidation of all entries or

withdrawals from warehouse, or natural
bristle paint brushes and brusb heads,

for consumption, or this merchandise - - -

shall continue to be suspended. The

- Customs Service shall require 8 cash .
deposit or the posting of a bond equal to

the estimated weighted-average amount
by which the foreign market value of the
merchandise subject to this
investigation exceeds the United States
price. The bond or-cash deposit dmount
established in our preliminary
determination of August 5, 1885, is no
longer in effect. The weighted-average
margin is 127.07 percent. This
suspension of liquidation will remain in
effect until further notice.

ITC Notification

In accordance with section 735(d) of
the ‘Act. we will notify the ITC of our
determination. In addition. we are
making available to the ITC all
nonprivileged and nonconfidential
information relating to this
investigation. We will allow the ITC

ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective -
order, without the consent of the Deputy
Assistant Secretary for Import
Administration. The ITC will determine
whether the domestic industry is
materially injured, or threatened with
material injury, by reason of these .
imports within 45 days of the .
publication of this notice.

If the ITC determines that msterial

" injury or threat of materlal tn)%r:' does

not exist, this

terminated and all securities postedasa - -

result of the suspension of liquidation -
will be refunded or cancelled. If,
however, the ITC determines that such
injury does exist, we will issue an
-antidumping duty order, directing :
Customs officers to assess antidumping

. duties on natura! bristle paint brushes

lndbmhheadsfromthe PRC. as
appropriate. .
This notice is published in accordance
with section 735(d) of the Act. .
Dated.Decambetﬂ.!ﬂS. .‘ .
Paul Presdenberg, -
AnumtSca-:a:yjorMAduunum
mmmmmw-m;
“uam .

-
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APPENDIX C

LIST OF WITNESSES APPEARING AT THE HEARING
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TENTATIVE CALENDAR OF PUBLIC HEARING

Tﬁose listed below appeared as witnesses at the United States
~ Initernational Trade Commission's hearing: -

Subject " : Natural Bristle Paint Brushes from
The People's Republic of China
Inv. No. ¢ 741-TA-244 (Final)

Date and time : December_19, 1985 - 10:00 a.m.

Sessions were held in the Hearing Room of the United States
International Trade Commission, 701 E Street, N.W., in Washington.

IN SUPPORT OF THE IMPOSITION OF
ANTIDUMPING DUTIES:

Bishop, Liberman, Cook, Purceil, and. Reynolds--Counsel
Washington, D.C.
- on behalf of

The United States Paint Brush Manufacturers and
Suppliers Ad Hoc Import Action Coalition

Arthur Stark, Rubberset Company
Harry Lieberman, Bestt Liebco Company
| John Foster, President, Baltimore Brushes, Inc.
Charles R. Johnston, Jr.)

William Alberger )--0F COUNSEL
Ronelle Adams )

- more -
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IN OPPOSITION TO THE PETITION OF
ANTIDUMPING DUTIES:

Mandel, Resti, Pollack and Borakove--Counsel
New York, N.Y.
on behalf of

American Brush Company, Inc., Britbull Industries,
A. Hirsch Inc., Linzer Products, Inc., and
National Native Produce and Anima‘l By-Products
Corporatlon, China

Sidney 21ch'|1n, Lmzer Products, Inc.

James A. Restl--OF COUNSEL
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