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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731-TA-355 (Preliminary)

CERTAIN SILICA FILAMENT FABRIC FROM JAPAN

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission'determines, pursuant to section 733(a) of the Tariff Act of 1930
(19 U.s.C. 1673b(a)), that there is a reasonable indication that an industry
in the United States is materially injured, or threatened with material
injury, by reason of imports from Japan of woven fabrics, of glass (silica
filaments), whether or not colored, containing not over 17 percent of wool by
weight, provided for in items 338.25 and 338.27 of the Tariff Schedules of the
United States, which are alleged to be sold in the United States at less than

fair value (LTFV). 2/

Background

On October 27, 1986, a petition was filed with the Commission and the
Department of Commerce by counsel representing Haveg Division, Ametek, Inc.,
of Wilmington, DE, and HITCO of Newport Beach, CA, alleging that an industry
in the United States is materially injured and threatened with material injury
by reason of LTFV imports of commercial grade amorphous silica filament fabric
from Japan. Accordingly, effective October 27, 1986, thé Commission -
instituted preliminary antidumping investigation No. 731-TA-355 (Prelimiﬁary).

Notice of the institution of the Commission’s investigation and of a

public conference to be held in connection therewith was given by posting

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

2/ Commissioner Eckes determines there is a reasonable indication of
material injury.



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 November 5, 1986 (51 F.R. 40271). The conference was held in
Washington, DC, on November 19, 1986, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION
We determine that there is a reasonable indication that an industry in
the United States is materially injured or threatened with material injury by
reason of imports of commercial grade silica filament fabric from Japan that

are allegedly sold at less than fair value (LTFV). 1/ 2/

We base this determination on the rapid increase in imports during the
period of investigation, both in absolute terms and relative to domestic
shipments, and the evidence of underselling bi those iﬁports. 3/ Further,
the increased imports occurred af a time when indicators of domestic industry
performance, including profitability and eﬁployment, declined significantly.
Finally, the evidence of record indicates that Jabgnese capacity has increased
significantly during the period of investigation, that substantial excess
cépacity exists in Japan, and that since 1984 most of Japanese production has

been exported to the United States.

Like product and the scope of the domestic industry

uThé Commissidﬁ is required to define ihe scope of the relevant domestic
industry for £he purpose of assessing material injury. The term "industry" is
defined by statute as "the domestic producers as é whole of a like product, or
those producérs whose'collective output of.the like product constitutes a

majorbﬁropdrtion of the total domestic production of that product.” &/

1/ Material retardation is not an issue in this investigation.

2/ Commissioner Eckes determines that there is a reasonable indication of
material injury; therefore, he does not address threat.

3/ Chairman Liebeler and Vice Chairman Brunsdale do not base their decisions
in this case on evidence of underselling by imported products. They believe
that such evidence is ordinarily not probative on the issue of causation. See
Heavy-Walled Rectangular Welded Carbon Steel Pipes and Tubes from Canada, Inv.
No. 731-TA-254 (Final), USITC Pub. 1808 at 11, n.25 (1986).

4/ 19 U.S.C. § 1677(4)(A).
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"Like product" is defined as "a product which is like, or in the absence of
like, most similar in characteristics and uses with, the article subject to an
investigation . . . ." 2/

The imported product subject to this investigation is commercial grade
amorphous silica filament fabric, 8/ a woven textile composed of numerous
fine, discrete silica strands and containing a minimum of 96 percent siliéa.
The commercial grade fabric possesses a number of chemical and physical
properties which make it useful in industrial applications such as insulation
and heat resistance. Imported commercial grade fabric is usually 36 inches
wide and comes in two weights, lightweight and heavyweight. L/ The
commercial grade fabric may also possess a number of different topical
coatings depending upon a customer's requirements. 8/

Petitioners insist that the product "like" the imported commercial grade

fabric is domestically produced commercial grade fabric, and should not

9/
include aerospace and controlled-shrinkage fabric. = Respondents, however,

5/ 19 U.S.C. § 1677(10). See also S. Rep. No. 249, 96th Cong., 1lst Sess.
90-91 (1979).

6/ Commercial grade amorphous silica filament fabric is provided for in
items 338.25 and 338.27 of the Tariff Schedules of the United States. Report
of the Commission (Report) at A-5.

1/ Heavyweight fabric is generally twice the weight of lightweight
material. The difference in weight is due to the greater thickness of the
fabric. Both types of commercial fabric are produced from the same raw
material undergoing the same production process and are put to similar uses.
Because of the different thickness, heavyweight fabric requires a thicker
fiberglass raw material, takes somewhat longer to produce, and has greater -
insulation ability. WNone of the parties has argued that heavyweight and '
lightweight commercial fabric constitute separate like products, nor do we
find any reason for treating such products separately. Id. at A-2.

8/ Id. at A-2-A-3.

9/ Commercial grade fabric represented a substantial majority of the total
market. Id. at A-13. The two domestic producers of commercial grade fabric,
Haveg Division, Ametek, Inc. (Haveg) and HITCO, also produce aerospace and
controlled-shrinkage products.
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maintain that the domestic like product should include commercial, aerospace,
and controlled-shrinkage silica filament fabrics.

our investigation indicates that while the aerospace and
controlled-shrinkage products share some properties and production processes
with the commercial grade fabric, 10/ there are a number of differences
between the two. First, the type of fiberglass that is used for the
commercial grade product cannot be used for the aerospace fabric. 11/
Second, while the leaching process is similar for all types of fabric, the
remainder of the production processes differ. The different heat treatments
for these products improve the tensile strength and abrasion resistance for
the commercial grade fabric, but reduces the tensile strength and abrasion
resistance while shrinking the aerospace and controlled-shrinkage
fabric. 12/ Third, aerospace and controlled-shrinkage fabrics have a very
low residual shrinkage of 2 percent or less, compared with 14 to 16 percent in
the commercial grade product. Fourth, the minimum silica content is 98
percent for the aerospace and controlled-shrinkage fabrics, compared with 96
percent for the commercial grade fabric. Further, the aerospace and
controlled-shrinkage fabrics are weaker and less abrasion resistant than the
commercial grade fabric. 13/

Commercial grade fabric is used in such applications as shields for

ducting and pipes, protection from sparks and molten metal splash, insulation

10/ Generally, all silica fabric is used as heat insulation material and is
manufactured from fiberglass cloth almost totally composed of silica
filaments. Moreover, all silica fabric is produced in a production process
that involves leaching of the fiberglass raw material to increase the silica
content of the material. Id. at A-3-A-4.

11/ 1d.

12/ Id.

13/ 1d. at A-2-A-3.



blankets in heat-treating and high-temperature processing operations, and
refractory lining and furnace curtains. Controlled-shrinkage fabric is used
by nonaerospace customers that require low residual shrinkability but can do
without the abrasion-resistance, strength, and ease of handling of the
commercial grade fabric. A typical application would be as a drape over a
forging furnace to maintain heat. The aerospace product is sold to firms for
further processing to coat or impregnate the fabric with resins, and is then
resold to fabricators of aerospace parts. 14/

In this preliminary investigation, we determine that domestically
produced commercial grade silica filament fabric is like the imported
product. We believe that the differences in raw material, production
processes, physical characteristics, and applicationé for commercial grade
fabric, 95 opposed to the aerospace and controlled-shrinkage fabric, are more
significant than their similarities. Therefore, the domestic industry
consists of the domestic production of the commercial grade fabric and does
not include domestic production of aerospace or controlled-shrinkage

15/ 16/

fabric The domestic producers of commercial grade silica

filament fabric are Haveg of Wilmington, DE, and HITCO of Newport Beach, CA.

14/ I1d.

15/ Given the dominant position of the commercial fabric in the overall
market, use of a broader like product and domestic industry definition would
not have altered our determination.

16/ Although Chairman Liebeler and Vice Chairman Brunsdale concur with their
colleagues on the like product issue in this preliminary decision, they do so
with reservation. They note that the appropriate like product may properly
encompass the aerospace and controlled-shrinkage fabric as well as commercial
grade fabric. If this case continues to a final investigation, they will
reassess this issue and will look for additional evidence, particularly on
prices and consumption for the two types of silica filament fabrics, that has
a direct bearing on whether the two types of fabrics are very close
substitutes.



Condiéion‘of the domestic industry

In assessing the condition of the domestic industry, the Commission
considefs,'emong'other facters, domestic cbnsumption, U.S. production,

'capacity, capacity utilization, shipments, inventories, employment, and

profitability. 11/

,Apperent U.S. consumption of commercial grade silica fabric decreesed by
21 percent from 1983 to 1984, increased by 12 percent in 1985, and remained
s£551é iananuarj~septemberl1986 compered to the corresponding 1985
period.'lglAibonesiic production declined'throughout the pericd with

domestic capacity remaining'the same. ‘Capacity utilization decreased and is

19/
currently 30 percent below its 1983 level. —

Domestic producers' domestic shipments also declined steadily. 207

‘U.sQ pfoducers‘ inventories increased sharply from 1983 to 1984 before

'declining'in”1985 to a level higher than in 1983. a/

The number of workers and hours worked by production workers both dropped

from 1983 through interin 1086, 22/

Financial data reveal that the domestic 1ndustry s condition has
deteriorated Aggregate net sales declined. steadily _Aggregate operating

income and operating income margins both increased from 1983 to 1984 before

dcopping éheéplyvin 1985;to ievels below those reeched in 1983. For interim

W

177 19 U s.C. S 1677(7)(0)(iii)

18/ Report at A-9-A-10. Since there are only two U. S producers of
commetcial grade s111ca fabric, v1rtually all the domestic.industry data are
confidential . Therefore much of the discussion of the condition of the
domestic 1ndustry is, of necessity, general :

19/ 1d. at A-11-A-12.

20/ Id. at A-12-A-13.

21/ Id. at A-14.

22/ Average hourly wages and total compensation, however, increased. Id. at
A-15.
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1986, the operating margin continued to drop from the corresponding interim
1985 levels. 23/ |

On the basis of the record in this gveliminary investigation, we
determine that there is a reasonable indication that the domestic industry is

. . . . 24/ 25/ 26/
currently experiencing material injury. — — —

Reasonable indication of material injury by reason of allegedly LTFV imports
from Japan

In determining whether the domestic industry is materially injured "ﬁy
reason of" LTFV imports, the Commission is to consider, among other factors,
the volume of the imports subject to investigation and the effect of thege_"
imports on prices in the United States for the like product and on the
domestic industry. 21/ -

Imports of Japanese commercial grade silica fabric have increased during

the period of investigation. Moreover, the expansion in Japan's market share

23/ 1d. at A-16-A-17. ' Lo

24/ Vice Chairman Brunsdale has serious concerns about whether the domestic
industry is materially injured in this case. Should this case continue to a’
final investigation, she will carefully examine the industry's financial
performance, together with other indicators of the industry's condition.
However, for purposes of this preliminary investigation she gives petitioner
the benefit of the doubt and notes that the standard in preliminary
investigations is that the Commigsion find that there is a reasonable
indication of material injury.

25/ Commissioner Stern does not regard it as analytically useful or
appropriate to consider the question of material injury completely separate
from the question of causation. See Additional Views of Commissioner Stern in
Cellular Mobile Telephones and Subassemblies Thereof from Japan, Inv. No.
731-TA-207 (Final), USITC Pub. 1786 at 18-19 (Dec. 1985).

26/ Commissioner Eckes believes that the Commission is to make a finding
regarding the question of material injury in each investigation. See Cellular
Mobile Telephones and Subassemblies Thereof from Japan, Inv. No. 731-TA-207
(Final), USITC Pub. 1786 at 20-21 (Dec. 1985).

27/ 19 U.S.C. § 1677(B).
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has been dramatic: it grew five-fold in 1984-85 and even further in interim
1986 compared with interim 1985. 28/

The major method of marketing silica fabric in the United States is bid
comﬁetition for volume sales to large end-users such as electric utilities or
shipyards. Contracts awarded in such bid competition are typically either
spot sales or long-term supply contracts. Secondary channels of distribuytion
include sales through independent distributors and sales to original equipment
manufacturers. 23/

In spot sales, the domestic industry captured the bulk of the largest bid
awards in 1984. 1In 1985, the Japanese imports made substantial inroads in
this area of the market, more than doubling theip market share. In 1986,
imports increased their share by two-thirds. 1In long-term contract sales,
Japanese market share was substantial in 1984, rose slightly in 1985, and
virtually doubled in interim 1986 from the interim 1985 level. Price data
obtained by the Commission indicate that the success of the Japanese in the
spot and long-term contract markets is almost entirely attributable to
Japanese underbidding of domestic producers. 30/

In the distributor market, domestic producers' prices fluctuated,
especially in 1984 and 1985, but declined in interim 1986. For lightweight
fabric, the Japanese importer undersold one of the domestic producers in nine

of the ten most recent quarters and undersold the other domestic producer in

seven of the ten most recent quarters. 3/ For heavyweight fabric, the

28/ Report at A-21-A-23.

29/ 1d. at A-23-A-25.

30/ Id. at A-25-A-29.

31/ 1Id. at A-32, Tables 27-28.
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Japanese importer undersold both domestic producers in each of the 11 most

32/ 33/
recent quarters. — T

Reaébﬁable indication of threét of material injhry by reason of allegedly LTFV
igpqrts fpom Japan

In determining whether there is a reasonable indication of a threat of
matey%glwinjqry, the Commissiop.considers, among other factors, (1) any rapid
increése in market penetration of the imports and the likelihood that such
penetration will reach an injurious level, (2) any substantial increase in
inventories of the imported product, (3) the likelihood of increased imports
in the future because of increased capacity or existing underutilized capacity
in the foreign country, and (4) the probability that future imports will have
a price depressing or suppressing effect in the domestic market. 34/

We have already discussed the rapid increase in market penetration by
Japanese imports and the evidence of underselling by those imports. Available
data regarding inventories of Japanese imports indicate that such inventories
more than doubled from year-end 1984 to year-end 1985. Finally, the data
indicate that Japanese capaéity increased significantly in 1984, more than
doubled in 1985, and clmost doubled again in interim 1986 compared to interim

35

/ . s s . . . . .
1985. = Capacity utilization during interim 1986 was lower than during

the ppeyious two:years. Virtually the entire increase in Japanese production

32/ Id. at A-32, Tables 29-30.

33/ See footnote 3, supra, for Chairman Liebeler's and Vice Chairman
Brunsdale's views on underselling. '

34/ 19 U.S.C. § 1677(7)(F)(i).

35/ Report at A-19-A-20.

10
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during the period of investigation has been exported to the U.S.

market. 36/ 31/

Conclusion

On the basis of the record in this preliminary investigation, we
determine that there is a reasonable indication that the domestic industry is
currently experiencing material injury or is threatened with material injury

by reason of allegedly LTFV imports from Japan.

36/ 1d. at A-20.

37/ Vice Chairman Brunsdale bases her determination, in part, on the alleged
dumping margins. 1In this case they were high and ranged from 89 percent to
359 percent. Report at A-2. For a discussion of her views on the relevance
of dumping and subsidy margins to causation analysis, see Heavy-Walled
Rectangular Welded Carbon Steel Pipes and Tubes from Canada, Inv. No.
731-TA-254 (Final), USITC Pub. 1808 at 13-14 (1986). It must be emphasized
that the influence of margins must be assessed in the context of the demand
and supply conditions appropriate to each industry and that even large margins
are not by themselves sufficient to reach an affirmative decision. See
Certain Ethyl Alcohol from Brazil, Inv. No. 701-TA-239 (Final), USITC Pub.
1818 at 15-16 (1986).

11
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ADDITIONAL VIEWS OF CHAIRMAN LIEBELER
Certaln Slllca Fllament from Japan

| Inv. No. 731-TA-355 (Prellmlnary)

I determlne that there is a reasonable 1nd1cat10n

that an 1ndustry in the Unlted States is materlally

s (Y

8111ca filament from Japan. I j01n w1th ny colleagues 1n1

f1nding one 1ike product and one domestlc 1ndustry in thls

R

prellmlnary 1nvest1gatlon. I also jOln in thelr

dlscu581on of condltlon of the lndustry. Because my views

on causatlon dlffer, I offer these v1ews.v

Material Injury by Reason of Imports

" . . R ; e P o
[+

In order for a domestlc 1ndustry to preva11 in a

prellmlnary 1nvest1gation, the Commlss1on must determlne‘
that there is a reasonable indication that the dumped or-,
subsidized imports cause or threaten to cause material
injury to the domestic industry producing the like

product.  The Commission must determine whether the .

1n]ured by reason of allegedly dumped 1mports of certaln

13
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domestic industry producing the like product is materially

injured or
any injury
subsidized
reasonable

it make an

is threatened with material 1n]ury, and whether
or threat thereof is by reason of the dumped or
imports. Only 1f the Commlss1on flnds a
1ndlcatlon of both 1njury and causatlon, will

afflrmatlve determlnatlon in the 1nvest1gatlon.

Before analyzing the data, however, the first

question is whether the statute is clear or whether one‘

must resort to the leglslatlve history in order to

1nterpret the relevant sectlons of the thls import rel;ef

law. In general the accepted rule of statutory

constructlon 1s that a statute, clear and unambiguous on

its face, need not and cannot be 1nterpreted using

secondary sources. Only statutes that are of doubtful

-1

meaning are subject to such statutory interpretatlon.

The statutory language used for hoth'parts'of'the

analysis is ambiguous. “Material injury” is defined as

#harm which is not inconsequential, immaterial, or

1

Sands, Sutherland Statutory Construction § 45.02

(4th Ed.).

14
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2

unimportant.” = As for the causation test, ”by reason

of” lends'itself to no easy interpretation, and has been
the subject of much debate by past and present
commissioners. Clearly, well-informed persons may differ
as toﬂthejiﬁterpretation of the'causatiqn and material
injury secﬁicns of title VII. Therefore, the legislative

history becomes helpful in

&

interpreting title VII.

" The ambiguity arises in part because it is clear that
the presence in the United;étates of additional foreign |
supply will élﬁays make thé”éomestic industryﬂworse fo;
Any,ti@g a foreign producer exports products to the United

States, the increase in supply, ceteris paribus, must

result in a lower price of the product than would
opherw;se_pgevail.ﬁ If a downward effect on price,
accompanied by a Department of Commerce dumping‘or subsidy
finding and a Commission3ﬁinding that financial indicators
were down were all that were required for an affirmative
determina;iqn, there would be no need to inquire further

into causation.

2
19 U.S.C. § 1977(7) (A) (1980).

15
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But the legislative history shows that the mere
presence of LTFV imports is not sufficient to establish’
causation. In the legislative history to the Trade |
Agreements Acts of 1979, Congress stated:
[Tlhe ITC will consider information which,

indicates that harm is caused by factors ‘other
3

than the less-than-fair-value imports.
The Finance Committee emphasized the need for an
exhaustive causation analysis, stating, ”“the Commission
must satisfy itself that, in light of all the information
presented, there is a sufficient causal link between thg,;

N v % 4
less-than-fair-value imports and the requisite injury.”

The Senate Finance Committee acknoWledééd that thé
causation analysis would not be easy: #The determinafibﬁ
of the ITC with respect to causation, is under current
law, and will be, under section 735, complex and
difficult, and is matter for the judgment of the I"I'C."I"5

Since the domestic industry is no doubt worse Off'by the

3

Report on the Trade Agreements Act of 1979, S. Rep
No. 249, 96th Cong. 1lst Sess. 75 (1979).

16
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presence of any imports (whether LTFV or fairly traded)
and Congress has directed that this is not enough upon
which to base an affirmative determination, the Commission
must delve further to find what condition: Congress has
attempted to remedy.

e

In the .legislative history to the 1974 Act, the Senate

Finance Committee stated: :

This Act is not a ’protectionist’ statute
‘designed to bar or restrict U.S. imports; rather,
it is a statute designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

. ST : ' : 6 : I

United States industry.

JE
Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm
results therefrom:

" [Tlhe Antidumping Act does not proscribe
.. transactions which involve selling an imported
product at a price which is not lower than that
needed to make the product competitive in the
U.S. market, even though the price of the

imported product is lower than its home market
7

price.

6
Trade Reform .Act of 1974, S. Rep. 1298, 93rd Cong.
24 Sess. 179.

Id.

17
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This “complex and difficult” judgment by the

Commission is aided greatly by the use Ofﬁecdnomic and

financial analysis. One of the most important assumptions

of ﬁraditional microeconomic theory is that firms attempt
to maximize profits.8 Congress was obviously famiIiar'
with the economist’s tools: "[I]mportets as prudént
businessmen dealing fairly would be,interééted in
maximizing profits by selling at pfice5~as high as the

9 .
U.S. market would bear.”

An assertion of unfair price discrimination should be
accompanied by a factual record that can.Support such a
conclusion. In accord with economic theory and the

legislative history, foreign firms should be presuméd to

behave rationally. Therefore, if the factual setting in

which the unfair imports occur does not support any gain

to be had by unfair price discrimination, it is'reasonable

8

See, e.g., P. Samuelson & W. Nordhaus, Ecohomics
42-45 (12th ed. 1985); W. Nicholson, Intermediate
Microeconomics and Its Application 7 (3d ed. 1983).

9

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.

18
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to conclude that any injury or threat of injury to the

domestic industry is not ”by reason of” such imports.

In many cases unfair price discrimination by a
competitor would be irrational. In general, it is not
rational to charge a price below that necessary to sell
one’s product. In certain circumstances, a firm may try
to capture a sufficient market share to be able to raise
its price in the future. To move from a position where
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which is necessary to meet competition. It is this
condition which Congress must have meant when it charged
us ”to discourage and prevent foreign suppliers from using

unfair price discrimination practices to the detriment of
10
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

an affirmative finding under the law interpreted in light
11
of the cited legislative history.

10

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.

11

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

19
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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

12

elasticity of supply of other imports).
The statute requires the Commission to examine the volume

of imports, the effect of imports on prices, and the

13
general impact of imports on domestic producers. The

legislative history provides some guidance for applying
these criteria. The factors incorporate both the
statutory criteria and the guidance provided by the
legislative history. Each of these factors is evaluated
in turn.

Causation analysis

~Examining import penetration is important because
unfair price discrimination has as its goal, and cannot
take. place in the absence of, market power. Import

penetration was virtually non-existent in 1983. Imports

12
Id. at 16.

13
19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp. 1985).

20
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did occur in significant quantities in 1985. 1In
conjunction with decreasing apparent domestic consumption,
imports accounted for a moderate but rapidly increasing
share of the market in 1985 and January-September

14
1986.

The second factor is a high margin of dumping or

subsidy. The higher the margin, ceteris paribus, the more

likely it is that the product is being sold below the
competitive price15 and the more likely it is that the
domestic producers will be adversely affected. 1In a
preliminary investigation, the Commerce Department has not
yet had time to calculate any margins. I therefore
usually rely on the margins alleged by petitioner.
Petitionigs' allege margins ranging from 89 to 359

percent. These alleged margins are high and not

inconsistent with a finding of unfair price discrimination.

The third factor is the homogeneity of the products.

The more homogeneous the products, the greater will be the

14

The exact market share figures are confidential.
Report at Table 22.

15
See text accompanying note 7, supra.

16
Report at A-1.

21



22
effect of any allegedly unfair practice on domestic
producers. Although there are significant differences
between grades of fabric, for the purposes of this
preliminary determination I have determined that the like
product is commercial grade fabric. The record at this
stage does not indicate that imports of commercial grade

fabric differ from the like product.

As to the fourth factor, evidence of declining

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain
market share. The price trends for the domestic product

17
are inconclusive at this point.

The fifth factor is foreign supply elasticity
(barriers to entry). If there is low foreign elasticity
of supply (or barriers to entry) it is more likely that a
producer can gain market power. There have been no
imports of silica filament from other countries during the

18
period of investigation.

17
Report at A-30-A-32.

18
Report at Table 22.

22
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These factors must be considered in each case to reach
a sound determination. Pricing data is inconclusive. On
the other hand, market share, alleged margins, homogeneity
and foreign supply elasticity all weigh in favor of an

affirmative preliminary determination in this case.

Conclusion

Therefore, I conclude that there is a reasonable
indication that an industry in the United States is
materially injured by reason of allegedly dumped imports

of certain silica filament fabric from Japan.

23
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On October 27, 1986, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel representing
Haveg Division, Ametek, Inc., of Wilmington, DE, (Haveg) and HITCO of Newport
Beach, CA, alleging that an industry in the United States is materially
injured and threatened with material injury by reason of imports from Japan of
commercial grade amorphous silica filament fabric which are being, or are
likely to ‘be, sold in the United States at less than fair value (LTFV).
Accordingly, effective October 27, 1986, the Commission instituted investiga-
tion No. 731-TA-355 (Preliminary) under section 733(a) of the Tariff Act of
1930 (19 U.S.C. 1673b(a)). The purpose of the Commission’s investigation is
to determine whether there is a reasonable indication that an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry in the United States is materially retarded,
by reason of imports from Japan of woven fabrics, of glass (silica filaments),
whether or not colored, containing not over 17 percent of wool by weight,
provided for in items 338.25 and 338.27 of the Tariff Schedules of the United
States (TSUS), which are alleged to be sold in the United States at LTFV.

Notice of the institution of the Commission’s investigation was given by
posting copies of the notice in the Office of the Secretary, U.S. Inter-
national Trade Commission, Washington, DC, and by publishing the notice in
the Federal Register of November 5, 1986 (51 F.R. 40271). 1/ The Commission
held a public conference in Washington, DC, on November 19, 1986, at which
time all interested parties were allowed to present information and data
for consideration by the Commission. 2/ The Commission voted on this
investigation on December 3, 1986. The statute directs the Commission to make
its determination within 45 days of the receipt of a petition, or in this case
by December 11, 1986. Commercial grade amorphous silica filament fabric has
not been the subject of any previous statutory investigation by the Commission.

Nature and Extent of the Alleged LTFV Sales

The petition alleges that commercial grade amorphous silica filament
fabric (silica fabric) from Japan is being sold in the United States at LTFV
margins ranging between 89 percent and 359 percent. 3/ Petitioners’
allegations were based on differences between the U.S. price and the
foreign-market value (Japanese domestic price). The petitioners assumed that
Sandtex Corp., the sole U.S. first-level marketer of the imported product,
purchases the silica fabric imported from Japan in arm’s-length transactions.
Petitioners calculated the U.S. price (Japanese ex-factory export price) on
the basis of the purchase price calculation procedure. 4/ For the foreign-

1/ A copy of the Commission’s Federal Register notice is presented in app. A.
2/ A list of witnesses who appeared at the public conference is presented in
app. B.

3/ Petition, p. 22.

4/ Ibid., p. 24. Petitioners estimated Japanese ex-factory prices by calculat-
ing from known or estimated Sandtex sales prices or bids to U.S. purcgfﬁers.
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market value, petitioners used prices of silica fabric sold in Japan to
dealers. The prices were actual f.o.b. packed mill price quotations obtained
by petitioners in Japan during November 1985. 1/

The Product

Description and uses

Commercial grade silica filament fabric is a woven textile product
composed of numerous, fine, discrete silica strands. The product contains a
minimum of 96 percent silica, which is in the "amorphous," or non-crystalline,
state.

The silica fabric possesses a combination of chemical and physical
properties, including thermal survivability, low thermal conductivity,
chemical non-reactivity, flexibility, strength, abrasion resistance, and ease
of handling. These properties make it useful in a number of industrial
applications, especially to insulate and to resist extreme heat.

The thermal insulation characteristics of this fabric cover a wide range
of temperatures. Specifically, the silica fabric is capable of withstanding
heat up to 1,850 degrees F without sacrificing any of its other properties and
will remain in usable cloth form up to approximately 2,500 degrees F, albeit
with some loss of flexibility. The fabric will continue to provide some
protection up to its melting point of 3,100 degrees F.

Silica fabric is manufactured in two weights, lightweight (18 ounces per
square yard) and heavyweight (36 ounces per square yard). There are also a
number of topical coatings that may be requested by the customer to enhance
the product’s characteristics for some uses. These coatings include neoprene
or silicone for water repellency and greater abrasion resistance; chrome
compounds to maintain flexibility at particularly high temperatures; and
aluminizing to increase heat reflectivity. Silica fabric is made predominantly
in 36-inch widths, although the imported fabric is also offered in 24-inch and
48-inch widths. 2/

Commercial grade silica fabric is used to insulate and to resist extreme
heat so as to conserve energy and protect people, materials, and machinery
from potential injury or damage. Some specific applications of this fabric
are as shields for ducting and pipes; as protection from sparks and molten
metal splash; as insulating blankets in heat-treating and high-temperature
processing operations; and as refractory lining and furnace curtains.

The two domestic producers manufacture aerospace and controlled-shrinkage
grade silica filament fabric in addition to the commercial grade fabric.
Although the aerospace and controlled-shrinkage products share some properties
and production processes with the commercial grade fabric, there are three key

1/ Ibid., pp. 26 and 27.

2/ Over 99 percent of the silica fabric sold in the United States is 36 inches
in width.

A-2
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differences between the two grades. First, and most important, the aerospace
and controlled-shrinkage products have a very low residual areal shrinkage of
2 percent or less, compared with 14 to 16 percent residual shrinkage in the
commercial grade product.

Second, the aerospace and controlled-shrinkage products have a minimum
silica content of 98 percent, versus the minimum 96 percent in the commercial
grade fabric. The higher silica content is specified by the aerospace
customers because it is believed to enhance the ablative properties of the
material, enabling the end product to maintain its structural integrity over a
longer period of time. In addition, the higher silica content increases the
chemical purity of the fabric, restoring some of the interlaminar strength
lost in the shrinking process.

Finally, the aerospace and controlled-shrinkage fabrics are weaker and
less abrasion resistant than the commercial grade product. This is due both
to the shrinking process, which substantially weakens the fabric by exposing
it to extremely high temperatures, and to the absence of the hydrocarbon
finish, which is left off the fabric to preserve its purity. In general, no
coatings are used on the aerospace and controlled-shrinkage fabrics, although
in a very few instances the controlled-shrinkage fabric is impregnated with
chromia to restore some flexibility. The special production processes and
tolerances for the aerospace product make it more costly to produce and thus
more expensive.

The aerospace product is sold to firms that coat or impregnate the fabric
with resins and then resell it in bulk or in 