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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 731-TA-367‘;h§§ugh 370 (Final)
COLOR PICTURE TUBES FROM CANADA, JAPAN, THE

REPUBLIC OF KOREA, AND SINGAPORE

Determination

On the basis of the record l/ déveloped‘in the suﬁjecﬁ'investigatigns,
the Commission determines, 2/ pursuant to section 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)), that an industry in the ﬁnited Stétes is
materially injured by reason of 1mport§‘from Canada, Japan, the Repubiic of
Korea (Korea), and Singaporelof color pictuxe'tubes, 3/ providéd for in items
684.96 and 687.35 of the Tariff Schedules of the United States (TSUS), thgt
have been found by the Department of Commerce to be 361d in the United States

at less than fair value (LTFV).

Background

The Commission instituted these’1n§gstigaqions effective June 30, 1987,
following preliminary determinations by.the Departmént of Comﬁérce that
imports of color picture tubes from Caggda, Japaﬂ} Korea, and Singapore were
being sold at LTFV within the meaning‘of section 731 of the Act (19 U.s.C.

8§ 1673). Notice'of the institution of the COmmigsion's invéstigations and of
a public hearing to be held in connection therewith was given by posting

coples of the notice in the Office of the Secretary, U.Ss. Infernational Trade

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

2/ Chairman Liebeler determines that an industry in the United States is not
materially injured or threatened with material injury, and the establishment
of an industry in the United States is not materially retarded, by reason of
LTFV imports from Canada, Japan, the Republic of Korea, and Singapore.

3/ Color picture tubes are defined as cathode ray tubes suitable for use in
the manufacture of color television receivers or other color entertainment
display devices Intended for television viewing.



Commission, Washington, DC, and by publishing the notice in the Federal
Register of July 29, 1987 (52 F.R. 28353). The hearing was held in
ﬁashington. DC, on November 19, 1987, and all persons who requested the

opportunity vere permitted to appear in person or by counsel.



VIEWS OF THE.COMHISSION 1/
We determine that an industry in the United States is materially injuréd
by reason of imports of color picture tubes (CPTS) from Canada, Japan, the
ﬁépublic'of Korea, and Singapore that were gpla at less than fair value

(LTEV). 2/

Our determination is based on the poor condition of the domestic
industry producing CPTs, as evidenced by adverse trends in the level of
production, shipments, inventories, employment, and the financial indicators,

and a cumulative assessment of the volume and effects of the imports from the

four countries.

Liké product/doméstic indusfry

In or&er to ass;;s matefiél injury, tge Commission.is required to
deterﬁine the relevant domestic induétry. The term "industry" is defined as
"the domestic producérs as a whole of a like prﬁduct; or those producers whose
collective output of the like product constitutes a major proportion of the
total domestic produption of that product ; " 3/ "l.ike product," in
turn, is'defined-a; "a produc£ which is like; oﬁ in the absence of like, most
s{milar in characteristics énd uses with, the article subject to an
investigation .".i/

In considering like product questions, the Commission examines the

characteristics and uses of the merchandise, typically including the following

1/ Chairman Liebeler makes a negative determination. She joins with the
majority on the definitions of like product and domestic industry, and with
their discussions of cumulation and the condition of the industry; the
Chairman differs on the question of causation. See Additional and Dissenting
Views of Chairman Liebeler, infra at 55.

2/ Material retardation is not an issue in this investigation and will not be
discussed further,

3/ 19 U.S.C.'§ 1677(4)(h).

4/ 19 U.S.C. § 1677(10).



factors: (1) bhysical appearance, (2) end usegqn(S) customer perceptions,
(4) common manufacturing‘facilities and employees, (5) production processes,
(6) channels of distribution, and (7) interchangeability of the product. 5/
The imports that are the subject of these'final.investigations are color
picture tubes. 8/ CPTs are cathode ray tubes suitable‘for ese in the
manufacture of color television receivers or other color entertainment display
devices intended for:television viewing. - Commerce'ineludedAwifhin the scope
of thase investigations CPT imports that enter the United States as parts of
assemblies (i.e., incomplete television receiver assemblies that have a CPT as
well as other components), but it decided to exclude kits (which contain all
parts necessary for assembly 1nto complete telev181on recelvers) except for
‘ 7/ 8/

kits produced in Japan that are transshlpped through Mexlco

Commerce also excluded from 1ts Korean 1nvest19at10n CPTs that are sub]ect to

5/ See Color Television Receivers from the Republic of Korea and Taiwan,
Invs. Nos. 731-TNh-134 and 135 (Final), USITC Pub. 1514 at 3-6 (1984); and
Industrial Phosphoric Acid from Belgium and Israel, Invs. Nos. 701-TA-285 and
286 (Preliminary) and 731-TA-365 and 366 (Prellmlnary) USITC Pub. 1931 at 4-6
(1986).

6/ The article subJect to an investigation is: deflned by the scope of the
Department of Commerce's (Commerce) investigation. The scope of these
investigations is co]or picture tubes which are-provided for in the Tariff
~Schedules of the United States, Annotated (TSUSA) items 687.3512, 687.3513,
687.3514; 687.3516, 687.3518, and 687.3520 except those covered by an
outstanding antidumping order. The corresponding Harmonized System (HS)
numbers are 8540.11.00.10, 8540.11.00.20, 8540.11.00.30, 8540.11.00.40,
8540.11.00.50 and 8540.11.00.60. 52 Fed. Rey. 44171.

7/ These incomplete kits and assemblies are provided for in TSUSA items
684.,9656, 684.9658, and 684.9660. :

8/ CPTs used for projection televisions, as well as medium and high
resolution CPTs that are used almost exclusively for computer display, were
not subject to the Commerce final determination and are accordingly not
involved in these investigations.



:;n outstanding.antidump{ng order on color telé@i§ion receivers from Korea.
Thus, Korean CPTs that were imported as parts-bf color television receiver
kits or as parts of incomplete color television recefﬁér assemblies are not
included within this investigation. 2/

CPTs are manufactured in a variety of different sizes.' Regardless of
éizé, however, they.allfhéve the same’ geheral appearance and- the same end
uses. 10/ For the most part, CPTs of different sizesvmay be pfoduced on the
same production equipment and by the same employees, and éll 6PTs geﬁeraliy
share the same distribution process. 1t/ Aléo, desﬁite alleéea'quélity or
other differences, most CPTs of the same screen size ére interchangeable. 12/

Several respondents argued that CPTs of 36 inchésland aSove are a
separate like product. They asserted'that these larger‘CPTs use more advanéed
technology than the smaller modgls, are more éxpeﬁsive, and are purchased-by
different consumers. We:determine, howeverf that the larger CPTs do_not
constitute a separate like product, becéusé.t;e.similarities between the large
and small models far outweigh the differenées. nWe.base tﬁis détérminétion on
the fact that all picture tubes, regardless of size, are made of the same

13/

essential materials and perform the same function. ==° Moreover, for the

14/

most part, all CPTs aré_arprqduct of similar ménufacturing précesses. -

9/ 52 Fed. Reg. 44186--44187.

10/ See generally Report of the’ Commlss1on (Report) at 6—3 -6.
11/ Id at A-24.

12/ Memorandum EC-K—451 at 11 (Nov. 17, 1987).

13/ Report at A--6-8.

14/ Id.



That is;”even though the technological requirements_of_the laryer mgdelg are
somewhat more advanced, both sizes are produced with the same basic
technoloygy. 15/

We conclude, therefore, that there is one domestic prodgct—mall qo}or_

picture tubes. 16/ Accordingly, we determine that there is one domestic

industry, consisting of the 3ix United States producers of color picture tubes.

Condition of the industry

In determining the condition of a ddmestfc inddstry, the éommissidh
considers, amdng dther factors) capacity, capaéify’utilizatioh, production,
shipments, inventories, eMPIOYQent and profitabilitg. lz/I'Examinatibn of
these. factors indicateﬁ’to‘us that the domedtié industry'is sufferin§ material
injury.

Apparent U;S. consumptibé.of CPTs deckeased by 190;000 units, or 1.4

percent, from 1984 to 1985, but increased by.1.3 million units, or 9.7

percent, between 1985 to 1986. appafeﬁt éonsumption‘again'féll, howévef,'by

- £

15/ Id. at A-8-9.

16/ We note that several respondents have sought to have their products
excluded from any final affirmative determination on the ground that they
occupy discrete market niches and do not compete with the domestic product.
See Post—Hearing Brief of Sony at 20-33; Post-Hearing Brief of Mitsubishi
(Canada) at 2-3. These CPTs, although different in some respects from those
of other domestic and foreign producers, perform the same function as other
merchandise subject to these investigations and, accordingly, are included
herein. See e.gq., Certain Forged Steel Crankshafts from the Federal Republic
of Germany and the United Kingdom, Invs. Nos. 731-TA-351 and 353 (Final),
USITC Pub. 2014 at 10, n.24 (1987). . -

17/ 19 U.S.C. § 1677(7)(C)(iii).



7.7 percent in interim 1987 compared with interim 1986.'l§/ On a value

basis, apparent u.s. coﬁsumbtion followed the same trend, decreasing from
$1.07 billion in 1984 to $1.06 billion in 1985, and rising to $1.17 billion in

1986. In interim 1987, value éhoued'a'slight increase over -interim 1987, from

$557 million td $561 million. 19/

'U.S. producers' end-of-period capacity to manufacture CPTs declined 5.7

percent -from 1984 to 1985, retraced part of that decline inA1986, and showed
. 1

another decline in interim 1987 over ‘interim 1986. 20/ fAverayge—for—period

capacity fell steadily from 1984 through 1986, but rose in interim

21/

1987. Capacity utilization underwent a significant décrease from 1984

to 1985, increased in 1986 to a level below that of 1984, and in interim 1987
rose when measured by eﬁd"of-period capacity and declined slightly when
meéédred by average-for-period capacity. 22/

Production of color picture tubes declined from 12.6 million units in
1984 to 10.9 million in 1985, But rose in 1986 to 11.7 million. 2/

Production then increased slightly for January--June 1987 as compared with the

corréspondiné period in 1986, Zﬁ/"Iritracompany‘é;hipments fell steadily over
"the period of‘investigafibn: 25/ U.S. producers' domestic shipments of

18/ Report at A-18, table 1.

19/ 1d.

20/ Id. at A-25-26, table 3.

21/ 1d.

22/ Id.

23/ Id. at A-25, A-27, table 4.

24/ 1d.

25/ Id. at A-30.



color picture‘tubesizo inches and under also fell during the period of

investigation, while shipments of color pictghe tubes 25 inches and over

26/
rose. —

s
§ o

Inventories declined from 1984 to 1985, but then rose steadily throughout

¥

the remaining period of investigation, from 647,000 dnits.és of December 31,

1985 to 758,000 units as of Decembe(‘al,_1986; and 1.42_million_unitslas of

June 30, .1987. 21/ _The ratio of inventories to U.S. prodqqeréf shipments

declined from 1984 to 1985, rose slightly in 1986, and increased in interim

1987 as compared witﬁ interim 1986, 28 }

The number -of production and gelated worke(s producing ¢olor.picture
tubes decreased by 10.4 percent in 1985,1by 7.6 perégnt in 1986, and by 2.3
percent in interim 1987 compared with interim 1986. 29 Hours worked by

such workers decreased by 12.1 percent in 1265 aﬁd 7.9 percent in 1986, but
increased by 0.7 percent in the interim 1286~87‘pgriod1 30/ _Totél wages
fell throughout the period, as did tqtél comégnsat;on except for a glight
increase (2.1 percent) in 1986. él( 22/_ . ' o

Aégregate net sales of CPTs 9gc1iqu bg 5.1 percént from $998.7 million
in 1984 to $947.3 milljgp‘in 1985; and rose hy 6.5 perggnt tq $1.0~;ili}£9 in

1986. Net sales also rose during the interima1987 beriod as compared with the

26/ Id. at A-32.

27/ 1d. at A-34-36.

28/ Id.

29/ Id. at A-36.

30/ 1d.

31/ Id. at A-36-37, table 9. )

32/ We note that domestic labor productivity showed a generally increasing
trend over the period of investigation. Id. at A-38.



ihterim 1986 périod. 33/ The CPT 1ndustry auffered substantial operating

and net losszes over the pntlro perlod of 1nvest1gat1on with overall operating
and net losnoo increasing substdnt1a1]y frcm ]984 to 1985 and declining
slightly in 1986 and in lnterlm 1987 compared with interim 1986. 34/ Thus,

we find that the domestic industry producing CPTs is 5uffefing material injury.

Cumulation

The Commission is required to cumulatively assess the volume and effect
of imports subject to investigation,Frém two or more countries if the imports
(1) compete with other imports and with the domestic like producf, (2) are
subject to invesfigation, and (3) are marketed within a reasonably‘coincident
period. 35/ |

The imports from Canada, Japan,- the Republic of Korea, and Singapore are
all subject to investigation, as.they were included within the Commerce notice
of final determination of LTFV sales. ;Q/ Furthermore, the subject imports

from all four countries were marketed within a reasonably coincident period of

time. Finally, despite the fact that color telpv1s1on producers affiliated

33/ Id. at A-38,

34/ Id. at A-38-39, table 10.

35/ 19 U.S.C. § 1677(7)(C)(iv); H.R. Rep. No. 1156, 98th Cong., 2d Sess. 173
(1984).

36/ In these final investigations, we included all 1mports that were within
the scope of the Commerce final determinations. Thus, all CPTs originating in
Japan and transshipped through Mexico prior to entry into the United States
have bean included. A3 we noted in our preliminary determination in these
investigations, such Mexican transshipments were to be included if warranted
by further development of the facts. Color Picture Tubes from Canada, Japan,
the Republic of Korea, .and Singapore, Invs. Nos. 731-TA-367-370 (Preliminary),
USITC Pub. 1937 at 14, n.35 (1987). Commerce determined that such imports
have Japan as their country of origin and that they are consequently within
the scope of the investigation concerning CPTs from Japan. Also, we have
investigated only those CPTs from Korea that were subject to the Commerce
final LTFV notice.



10 -

with a foreign CPT producer consume a large portion of the impqrts, there is a
substantial U.S. merchant market for both imported and dpﬁgstic.cﬁfg.
Consequently, we determine that there is sufficienﬁ compgtitioﬁ améng the
iﬁports from the four count;ies in question and between ﬁhose imports and the
domestic producf for purposes of mandatory cumulation. éz/ The vo}ume and )
effects of the imports from the subject countries are acco#dingly cumulatively
assessed.

Material injury by reason of LTFV imports of color picture tubes from Canada,
Japan, the Republ1c of Korea, and Singapore 38/

In making final determinations in antidumping éases, the Commission must
determine whether material injury being suffered by the domestic' industry is
e " . . . 39/ 40/ L

by reason of" the imports under investigation. == — In determining

whether the domestic industry is materially.injured by reason of' LTFV imports

of color picture tubes from Canada, Japan, the Republic of Korea, and’

37/ See, e.g., Certain Forged Steel Crankshafts from the Federal Republic of
Germany and the United Kingdom, Invs. Nos. 731--TA-351 and 353 (Final), USITC
Pub. 2014 at 15-16 (1987); Tapered Roller Bearings and Parts Thereof, and
Certain Housings Incorporating Tapered Rollers from Hungary, the People's
Republic of China, and Romania, Invs. Nos. 731-Tn-341, 344, and 345 (Final),
USITC Pub. 1983 at 13-14 (1987). .
38/ Vice Chairman Brunsdale does not join in this sect1on of the oplnlon See
her Additional Views, infra. ‘
39/ 19 U.s.C. § 1673d(b) See Hercules, Inc. v. United States, 11 CIT
Slip op. 87-114 at 58 (Oct. 20, 1987).

40/ With respect to the problems of utilizing PXpllC]t elasticity ana1y31s in
Title VII causation analyses, Commissioner Eckes refers to his discussion w1th
the Director of Economics preceding the vote on these 1nvestlgat1ons See -
SE-87~-43, Transcript of the Commission Meeting of. Dpcember 16, 1987 at 11-20,
and Memorandum EC-K--471 to the Commission from the Internatlonal Econom1qt
discussing estimates of demand and oupply EIGotICItIEa L - :

' -
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Singapore, the statute directs the Commission to consider, among other
factors, (1) the volume.of imports of the merchandise that is the subject of
‘the investigation, (2) the effect of imports of that merchandise on prices in
the United States for the like product, and (3) the impact of such imports on
domestic producers of the like product. 41/

We find that the increasing volume and market penetration of total
subject imports, together with declining market share and:declining prices for
the domestic product, demonstrates that imports are a cause of material injury
to the domestic industry. a2/

The volume of imports subject to the investigations from the four
countries nearly doubled between 1984 and 1986, rising from 1.1 million units
to 1.9 million units in that period. a3/ Tmport volume declined somewhat in
interim 1987 compared with interim 1986, from 877,000 units to 667,000
units. a4/ Total market penetration for those imports similarly increased,
from 8.2 percent in 1984 to 13.4 percent in 1986, although there was a decline

. . . , 45
from 12.4 percent in interim 1986 to 10.3 percent in interim 1987, 48/

41/ 19 U.S.C. § 1677(7)(B).

42/ As previously noted, we included within imported volume those Japanese
CPTs that were transshipped through Mexico, but excluded merchandise from
Korea that Commerce has determined is subject to the outstanding antidumping
order on color television receivers from Korea and which was not included
within the scope of the Commerce determination in this investigation. See
note 36 and accompanying text,

43/ Report at A-63, table 26.

44/ Td. We place little weight on the interim decline in imports, as it may
have been due to the pendency of these investigations. See Anhydrous Sodium
Metasilicate from France, Inv. No. 731--TA-25, USITC Pub. 1118 at 6 (1980),
aff'd, Rhone-Poulenc, S.A. v. United States, 592 F. Supp. 1318 (Ct. Int'l
Trade 1984).

45/ Report at A-63, table 26.
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From 1984 to 1986, the subject imports haye_increased market penetration
by 5 percent, a significant portion of the 13.bercent loss in the U.S.
industry's market share. a6/ Further, total imports significantly increased
in market share in most screen sizes between 1984 and 1986.ﬂz/ Imports have
captured nearly all of the U.S. market for 17-inch and undef CPTs, formerly an
important market for domestic producers. Imports are also showing sharp
increases in the 18-inch to 20--inch market,ig/ the segment in thch U.s.
producers have had the greatest shipment volume in recent years. a3/

However, domestic shipments in this size range have steadily declined over the
period of investigation.

During the period of increased import penetratidn, weighted-average
prices for domestic CPTs have declined for all screen sizes bhetween 1984 and
1986, for sales for both captive and opennmarkét consumption. 50/ nt the
same time, import prices displayed mixed trends. Although imports from Japan
generally showed price increases between 1984hand 1986, in interim 1987 they
underwent a sharp drop.in price. a1/ Import prices from Korea generally

declined during the period of investigation. The record shows a mixed pattern

. . . . 5 .
of underselling and overselling of the domesti¢ CPTs by imports, 52/ which

46/ Id. at A-63, table 26 and A-65, table 28.
47/ Id. at A-64.

48/ Id. at A-65, table 28

49/ Id.

50/ Id. at A-68-69.

51/ Id. at A-69--71.

52/ Id. at 72-76.
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is consistent with attempts by U.S. producers tq.Fecapture market share
through price reductions in the face of competition from the LTFV
imports. 53/ |

Based on the foregoing, we conclude that the significant import volume
and high import penetration by CPTs, combined with thé pattérn of declining
prices and market share lost by the domestic industry, demonstrates that the

domestic industry is materially injured by reason of LTFV imports from Canada,

Japan, the Republic of Korea and Singapore.

53/ Commissioner Lodwick notes that in 1985 domestic producers raised prices,
which improved contribution margins (sales over variable costs), but led to
substantial lost sales and market share to unfair imports. As a result, they
faced a higher fixed cost burden which led to greater losses. In 1986 the
domestics cut prices, which led to increased volumes, but contribution margins
remained low. Operating losses continued and import penetration still rose
modestly from 12.6 percent to 13.4 percent.
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VIEWS OF VICE CHAIRMAN ANNE E. BRUNSDALE

Color Picture Tubes from Canada, Japan,
the Republic of Korea, and Singapore

Inv. No. 731-TA-367-370 (Final)

December 22, 1987

I joih ny COlleégues in the majdrity in their conclusions
regarding like‘product, domestic industry, condition of the
’doméstic.industry, and cumulation. I also concur in their
V determinatioh that domestic producers are materially injured by
reason of unfair imports. However, I reach thié conclusion
through an analysis that is different from theirs. These
additional views explain my approach to causation in this case.
But,'fifst, I have some preliminafy comments about the proper
role of economics in the analysis of cases before the Commission.
. To secure an affirmative determination from the Commission
in a dumping case, a sufficiently strong causal link must be
established between the fact of dumping and "material" adverse

1

‘effects on the domestic industry. The contrbiling statutes

1 .
- We must find that the domestic industry has been "materially
‘injured...by reason of" dumped imports. 19 U.S.C. 1671l(a),
. (Footnote continued on next page)
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are clear on the need for the causal link, but they do not tell
us how the Commission is supposed to decide whether the two
required‘elements,.materia;:injut% andﬁcansatéon, exist. To be
sure, the statutes give us.a long-.list of factors, seventeen in
all, that we should "consider" and "eéaléate":ﬁn assessing both
the condition of”the domestio”inddstryfanaﬂthe causal
relationship between that conditidn ahd the presence of dumped
imports.2 And the statutes repeatedly advise us to "consider"

and "evaluate" any other factors that wé flnd approprlate for

analyzing causation in any partlcular case." But they do not

(Footnote continued from previous page)

l671b(a), 1671d(b), 1673, 1673b(a), 1673d(b). See also Trade
Agreements Act of 1979, Report of the Committee on Ways ‘and
Means to Accompany . H. R. 4537, H.R. Rep. No. 317, 96th Cong., .
1st Sess. (1979) [herelnafter cited as 1979 House Report] The
1979 House Report stated that "the bill contains. the. same .. |
causation elements as present law, i.e., material 1njury must
be 'by reason of' the subsidized or less than.fair value
imports." Id. at 46-47. See also Trade Agreements Act of
1979, Report of the Committee on Finance.on H.R. 4537, .S. Rep.
No. 249, 96th Cong., lst Sess. (1979) at 38, 87 [herelnafter
cited as 1979 Senate Report]. . .

R

Section 771(7) of the Trade Agreeménts Act of 1979. “The
seventeen factors are: domestic prices, output, sales,
profits, productivity, return on investment, market share,
capacity utilization, cash flow, inveéntories, employment,’
wages, growth, ability to raise capital, investment in the
business, and import volume, and import prices. 19 U.S.C.
1677(7) (B), (C).
3
The introductory language .of Section.1677(7) (B). 1nd1cates“r'
that the listed factors are to be con51dered "among other .

: (Footnote continued on hext page)
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tell us how these factors are to be "considered" or
"evaluated."4 o

As used in the statutes, many of the ehumgrated factors
appear to be simply criteria for measuring the impact on the
domestic industry. Thirteen of these factors (oufput, sales,
profits, productivity, return on investment, capacity
“utilization, cash flow, inventories, employment, wages, growth,
ability to raise capital, and investment in the business) are
almost always used by the Commission éolely for determining the
existence of méterial injury. Rarely are they central to the
Commission's causation analysis. The Commission generally
"considers" or "evaluates" these factors by treating them as
historical facts caused by other factors, potentially including
dumped imports. In most cases, I do not disagree with this

5 .
general approach. : :

(Footnote continued from previous page)

factors." Section 1677(7)(C)(iii) more broadly mandates that
the Commission "evaluate all relevant economic factors which
have a bearing on the state of the industry, including but. not
limited to [the listed factors]." And subsection (ii) of that
same section broadly tells us that the Commission should
evaluate the "factors affecting domestic prices."

4 L .

See 19 U.S.C. 1671, 1671b, 1671d, 1673, 1673b, 1673d (the
Commission is to "determine" whether material injury, the
threat of material injury, or material retardation has
occurred). See also 19 U.S.C. 1677(7) (the Commission shall
"consider" certain factors and "evaluate" them when
"determining" whether material injury, the threat of material
injury, or material retardation has occurred). The statute
offers no methodology for examining the factors the Commission
- must analyze in its "consideration" and "evaluation."

5

Some of these factors (wages and productivity) could play an
important causative role in determining the condition of the
industry. For example, in this case some of the decline in
domestic employment may be accounted for by the rise in
productivity. See Report at A-38.
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‘The other factors identified in Section 771(7) of the Trade
Agreements Act of 1979 play a central role in the Commission's
determination of whether the requisite link exists between
-material injury and dumped imports -- import volume (in both
absolute and relative terms (e.g., market share)), import prices,
and domestic prices.6 I am certainly not the only Commissioner
who focuses most heavily on these three factors when analyzing
causation.7

Although the statute clearly sanctions (indeed, it mandates)

that we analyze these factors, it says nothing about what method

we should use in doing so. With respect to import volume,

6

See, e.g., 1979 House Report, supra note 1, at 46 (referring
to analys s of volume and price); see also 1979 Senate Report,
supra note 1, at 86-87 (referring to volume and price of
imports and the price of domestic products).

While the movement of market share and prices certalnly do
not tell the whole story, increasing domestic market share and
rising domestic prices are generally perceived as positive
characteristics in the Commission's analysis, and decreasing
domestic market share and falling prices are generally seen as
characteristics of an injured industry.

7

See, e.g., Certain Line Pipes & Tubes from Canada, Inv. No.
731-TA-375 (Preliminary), USITC Pub. 1965, at 13-23 (March
1987) (Views of Commissioners Seeley Lodwick and David Rohr);
Certain Fresh Cut Flowers from Canada, Chile, Colombia, Costa
Rica, Ecuador, Israel, and the Netherlands, Inv. Nos.
701-TA-275 through 278, 731-TA-327 through 331 (Final), USITC
Pub. 1956 (March 1987) (Views of Commissioners Eckes, Lodwick,
and Rohr); Stainless Steel Pipes and Tubes from Sweden, Inv. -
~No. 701-TA-281 (Final), USITC Pub. 1966, at 33-43 (Additional
Views of Commissioner David B. Rohr); Certain Stainless Steel
Butt-Weld Pipe Fittings from Japan, Inv. No. 731-TA-376
(Preliminary), USITC Pub. 1978, at 12-15 (May 1987).
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Section 771(7) (B) tells us that when we "evaluat{e]" import
volume in our analysis, we must "consider" whether the absolute
or relative volume or increases in volume are "significant."8
“With respect to prices, Section 771(7) (C) tells us that when we
analyze the effects on domestic prices, we should "consider"
whether there has been price undercutting by the dumped imports
and whether "the effect of [dumped imports]" has been to depress
prices or prevent price increases to a "significant degree."9
We are also told that we should "evaluate" generally the "factors
affecting domestic prices."lo But, to repeat, nowhere in the
statute or in the legislative history are we told how we are
supposed to "evaluate" or "consider," or determine the
"significance" or "the effects" of, import and domestic product

11
volumes and prices.

8

19 U.S.C. 1677(7)(B), (C)(i). See also 1979 Senate Report,
supra note 1, at 86-87.

9
19 U.S.C. 1677(7)(B), (C)(ii). See also 1979 Senate Report,
supra note 1, at 87.

10 :
19 U.S.C. 16777(7) (C) (iii) (II).

11

The broadest congressional consideration of the analysis of
"material injury" is found in the legislative history of the
Trade Agreements Act of 1979. See 1979 Senate Report, supra
note 1, at 86-88. When explaining the factors the Commission
"is to examine, the Report states: "With respect to volume of
imports, the ITC would consider whether the volume of imports
is significant, or whether there is any significant increase in

' (Footnote continued on next page)
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From my reading of the statutes and the legislative history,
it is clear that Congress intended for the Commissioners to
select methods of analysis that would most likely lead to
accurate results, given the standards of proof in the statute and
the facts at issue in the case under consideration. While the
statutes identify factors the Commission should consider, they do
not presume to suggest that those factors must be analyzed in
every case through a particular method. To the contrary, they
expressly leave the method of analysis to the discretion of the
ITC: "The determination of the ITC with respect to causation
is...complex and difficult, and is a matter for the judgment of

12
the ITC."

(Footnote continued from previous page)

that volume, absolutely or relative to production or
consumption in the United States. With respect to prices in
the United States of the like product, the ITC would consider
whether there has been significant price undercutting by the
imported merchandise, and whether such imports have depressed
or suppressed such prices to a significant degree." 1Id. at
86-87. The report continues by requiring the Commission to
consider "all relevant economic factors which have a bearing on
the state of that industry and certain factors are specified
[in the statute]." Id. at 87. No particular methodology is
suggested.

The 1979 House Report offers even less guidance. See 1979
House Report, supra note 1, at 46-47 ("the significance of the
various factors affecting an industry will depend upon the
facts of each particular case."). The report states that,
depending on the facts of the case, only a small volume of
imports may be necessary to cause material injury, but that the
same volume may not be significant in another case. Id. at
46. The report draws a similar conclusion about prices,
stating that a small price differential may have a
determinative effect on sales elasticity in some cases, but not
in others. Id. This section of the report does seem to
indicate a preference for economic analysis of the factors
present in each case.

12 -
1979 Senate Report, supra note 1, at 75.
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As I have noted above, like my colleagues I have generally
assessed the condition of the industry by looking at the reported
trends in the factors that measure the industry's condition. One
can look at the behavior of a particular factor over time and
tell at a glance whether the industry is doing better or worse
with respect to that factor than it did in previous periods.

Like my colleagues, I have used trend analysis in this case to
evaluate whether the domestic CPT industry is suffering any
material injury.

I do not, however, generally use trend analysis to resolve
the issue of causation. Many factors besides dumped imports
affect the prices received by domestic producers. The operating
and financial performance of any industry depends on a great many
factors within the broad areas of costs of production, the level
and characteristics of domestic demand, the level and
characteristics of domestic supply, and the volume and prices of
both fairly traded and unfairly traded imports from many
different countries. We can never depermine with totai'pfecision
the exact impact of any one of the many factors within these
broad areas. Nevertheless, our responsibility in a dumping case
is té isolate the relevant impact of dumped imports and then to

13
assess whether that impact is "material.™

13

That does not mean that we should weigh the impact of
dumped imports against the impact of other factors. It simply
means that we should satisfy ourselves that the relevant
adverse impact of dumped imports is itself sufficiently large
to be "material" within the bounds of Section 771(7) (A) of the
Tariff Act of 1930.
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In my view, trend analysis is not a sufficiently rigorous
analytical tool to allow us to identify the effects of dumped
imports and to separate these effects from the effects of other
‘factors operating in the marketplace. I find it extremely
difficult to evaluate the extent to which movements in one factor
have caused movements in other factors simply by observing the
size of those movements and whether they occurred at about the
same time.14 Accordingly, I generally resolve'the issue of
causation by applying the time-tested tools of elementary
economics to the facts gathered by the staff and reported in the

15
investigation.

14

Long ago scholars recognized the difficulty of such an
approach and labelled it a fallacy: post hoc, ergo propter hoc
(literally, "after this, therefore because of this"). See K.
Guinagh, Dictionary of Foreign Phrases and Abbreviations, 3rd
ed. (1983). The phrase refers to the fallacy of arguing that
two events are linked simply because of their relationship in
time, with one occurring after the other. We cannot
automatically label a subsequent event as the effect of an
earlier event simply because it occurred later. There must be
a connection, or causal link, between the two events before we
can label the later event as an "effect."

15

The use of standard tools of economics has the added
advantage of increasing the predictability of the results of
our investigations. It is true that the facts differ in every
case, and necessarily must be considered on a case-by-case
basis. But it is nonetheless possible to make our decisions
more predictable and transparent by placing heavy and explicit
reliance on the tools provided by economics and statistics. It
seems obvious to me that if the Commission administers the
dumping and countervailing duty provisions in such a way that
the results of cases are difficult to predict and equally
difficult to understand, it will lead to a belief on the part
"of both U.S. producers and importers that our decisions are
arbitrary and irrational. In my view, sound economic and
statistical analysis, and less reliance on isolated snippets of
anecdotal evidence, will lead to more predictable application
of our trade laws, which in turn will lead to greater
confidence in the integrity of our proceedings.
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pf‘céusation Ahalysis and Elasticities

Much, probably qndue,.atyentign has been devoted in this case to
so-cal;ed.e%gsgip;ty analysis.. To.me, elasticity analysis means
znothing;mqreitpaq‘the'use of sound. economics in analyzing -the
_factslgt;igspe inxa case}.;As explained by the Director of the
~_:Com;pg_sls‘,ionjrsélof‘_f_iq‘e of Economics: "Elasticity analysis is simply
'.microecqnomicz;gﬁlxsis,;invo;ving~a1systematic study of the
responsiveness of quantities demanded and supplied to price
- changeswresulting:frpm;partipulgr>actionf.ﬂ}§

 As I noted at.the outset of this opinion, there is .nothing
in;tpg,ggafptes or the:legislative history to tell us how we must
analyze the factors pertaining to -the issue of causation in a .
~ case. ;}wugg_stgndggd;tgg;s;of economics -because .they help me
focus mywanalyéisﬁop the effects .of:the. dumped imports. Domestic
'outgut,.précgsﬂ:apg revenues are always determined by a host of
facto?s‘bgsiqes thgﬁimgorpg under:invesfigqtion,. The concept of
elésticity_is particularly.useful for evaluating whether the
réported ggégggre;at;pg.gplthexvolumefand.pfices of imports have’
a material causal relationship with the facts relating to. |

domestic prices,. p;gductiqg,.and,financial performance,

16 .
Memorandum from-the Director,.Office of Economics, .
Memorandum EC-K-47Q (December.ll, .1987), at-.1. A copy of this

_ memorandum is attached to this opinion as Appendix "A".
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While they may be troubling to some, elasticities are just
simple tools of standard economics. "Elasticity"-is nothing more
than a fancy term used in economics to refer to the extent to
which one particular factor responds to a second factor;hend an
nelasticity estimate" is nothing more than a quantitative
evaluation of the degree of that responsiveness. Whether or not
we ever expressly use the terms in‘bur'analysie, three elasticity
estimates are lurking not far beneath the surface of every

Commission Title VII investigation. -

(1) The Elasticity of Domestic Demand. The revenue received
py domestic producers obviously depends on both the 'price’and the
volume of the goods that they seli. - It is axiomatic for most ~
goods that, as prices rise, the quantity demanded in the‘mEikef
falls, other things being equal. In otherkﬁo;ds,:because i
customers do not have unlimited resources; they will Seek out
substitutes as prices increase. ’It”isfequellyﬂtrhe'éhet the *
opposite also generally occurs. © As prices fail, 'the’qnan%ifyﬁf
demanded generally increases. That-is, customers will find the
cheaper product more attractive in’light “of the prices of ) ;%

available alternatives. The "elasticity of domestic demand® -

simply refers to the relationship between changes in'thé'péicé of

17 .-
To be precise, it is the ratio of the percent change in’ .
quantity demanded to percent change in price. .
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“domestic products and changes in the amount of those products
that will be purchased. When we ask a witness, "How sen51tive is
demand to changes 1n price’", we might equally ask "How elastic

is domestic demand’" ‘ Both,questions mean the same.thingﬂ,,

(2) The Elasticity of Domestic,Supply.;{:he elasticity-of
domestic suppli measures how domestic producers collectively ..
respond to rising‘or falling prices. As prices rise, producers
»areégenerally willing to produce more of the product and, as
‘prices fall,zthej generallyAproduce'less of the product,.other
things heing.equallu The degree to which producers are able and
Hwilling,to erpand or coptract production_varies_from industry to
industry When we ask "How responsive is domestic output of a
Mproduct to changes in the price of that product?", we are asking
the same question as "What 1s the elast1c1ty of domestic
suPP]-Y?" 18: S e L. T

(3) The Cross ElastiCity of Demand between the Domestic.

Product and the Price of the Imported Product.,.In nearly .every
dumping case the parties debate the degree to which the domestic
and imported products are "fungible" or "close substitutes."
This debate is an essential element of the analy51s of whether

lowerginport.prices will actually resultiinulower‘sales,and

18 ' o "

.. To be precise, the elasticity of domestic supply is simply
the ratio of the percent change in quantity supplied div1ded by
the percent change in price.'"
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prices for domestic products. -'Unleéss customer tastes change, if-
. e RIS AN

the imported and domestic products'are not'cIOSe'suhstitutesL a
decline in the price of the imports will not pérsuade many
customers to -buy the imports in lied ‘of the domestic -
alternative. The higher the degree of substitutability, the .

greater the likelihood that a given ‘decline in the price of the

} J.

imports will directly translate intd lost domestic sales. The

degree of substitutability or "fungibility" between the domestic

’ﬁ,!

product and the imported product under" investigation is related

to the "cross-elasticity of demand.™ - The term refers to the a
. relationship between the price of the import product and demand
. 19

for the domestic. product. - 'When we ask "How fungible are the

:imported and domestic products?"; - it is ‘akin to’ asking "How high
is the cross-elasticity of demand?". -

It is plain to me that the vigorous use of these three
concepts is not only allowed by the" ‘statutes and- legislative

20
history,. but is essential -in almost:all cases. - Indeed,

19 . a

To be precise, it is the percentage change in the .quantity:..’
demanded of the domestic product divided by the percentage
change in the price of the imported product.

20

The Senate Report on the Trade Agreements Act of 1979
notes: "Similarly, for one type of product, price may be the -
key factor in making a decision as to which product to . . .=
purchase, and a small price differential resulting from the -
amount of the subsidy or the margin of ‘dumping can be decisive;

(Footnote continued on next page)
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unless the issue of causation can be‘resolyedﬂ as:in some cases,
through a short-cut "worst caSe'-'::_analysis,21 we ﬁéceésarily
must rigorously "consider" the relationship‘of movements in
prices and volumes of domestic and 1mported products in order to
evaluate the magnltude of the effect that one has on the other.
The strength of the relationship between these factors is not
just a "theory"; it is, rather, a conciUsion of'gggt_tget
unavoidably lies at the’heert'of every-Title'Vii“ceeé,.j

‘» Whether or not it is expressly admitted in our opinions, the
Commission does at least implicitly consider elasticities in

every case. As noted by the economic consultanté”for‘reepondents

Matsushita, Hitachi, Mitsubishi, and Toshiba in this case:

The concept of price elasticity is basic to
microeconomic theory. It is also ba51c to the
Commission's analyses of causation in-all cases ‘because
such analyses reflect at least implicit judgments about

(Footnote continued from previous page) S ‘
for others, the size of the differential may be of lesser

significance." 1979 Senate Report, supra note 1, at 88.
The House Report, in discussing the various factors
affecting the domestic industry, states: "For one type of

product, price may be the key factor in determining the amount
of sales elasticity, and a small price differential.resulting~
from the amount of the subsidy or the margin of dumping can be
decisive; in others the size of the margin may be of lesser
significance." 1979 House Report, supra note 1, at 4s.

21 : o .
See, e.g. Certain Welded Steel Pipes and TubeS‘frem Taiwan, .~
Inv. No. 731-TA-349, USITC Pub. 1994, at 79-88 (July 1987)
(Additional Views of Vice Chairman Anne E. Brunsdale).
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the relationships among supply, demand, and prices for

specific products.... The concept of elasticity is no
22

more than common sense.

And petitioners likewise conceded, as they must, that:

As part of the traditional analysis, the Commission has
always analyzed the relationship between the volume
supplied and price. It has also traditionally included

in its analysis the structure of the U.S. market and

the responsiveness of demand in that market to

23

price.

As I noted above, when we ask a witness "How sensitive is
demand to changes in price?", we might equally ask "How elastic
is domestic demand?". While the questions are essentially the
samé, in some cases the answer to the question posed in terms of
elasticity will provide far more helpful evidence.

I reach that conclusion for two reasons. First, elasticity
is a much more precise concept than sensitivity. An elasticity

estimate computed for two factors literally reflects the observed

quantitative relationship between the percent change in one

22

Posthearing Brief on Behalf of Matsushita Electronics
Corporation and Matsushita Electric Corporation of America,
Appendix B, Responses to Commissioners' Questions Concerning
Supply and Demand Elasticities (ICF Incorporated), at 1
(November 25, 1987).

23

Posthearing Brief of Petitioners, Appendix E, Responses to
Posthearing Questions by Vice Chairman Brunsdale and to Certain
Commissioners' Requests for an Evaluation of Office of
Economics Memorandum EC-K-451, at 9 (November 25, 1987).
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factor and the percent change in the other factor. The higher
the computed elasticity, the more responsive one factor is to the
other. We can thus compare elasticities from investigation to
investigation, using them to evaluate the relative importance of
the factors under consideration. This use of elasticities is
like asking in our cases: "On a scale of one to 100 (or compared
to some other known industry), how sensitive is domestic demand
to changes in price?"

Second, by actually stating the relationship of volumes and
prices in terms of estimated numerical elasticities, or ranges of
elasticities, the parties and the Commission thereby make
explicit what otherwise is at best merely implicit in the
analysis of causation in any case. As noted by the Commission's
Director of the Office of Economics in this case: "Both the
petitioner and the respondent acknowledée that anyone
systematically examining mafket relationships implicitly uses
elasticity estimates; I feel it is preferable to make one's
estimates explicit_:."24 | -

Elasticity estimates are liﬂe other expert opinion evidence
or statistical surveys. While their precision will obviously
depend on the skill and judgment of the expert computing them and

the reliability of the data on which they are based, they are no

24
Memorandum EC-K-470 supra note 16, at 3.
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more theoretical than estimates of rejeqt rates on a production
line or expert opinion testimony from a coroner about the cause
of death of a crime victim. The reliability and relevance of
elasticities can be questioned on the same basis that lawyers and
other scholars question other surveys and opinion testimony. But
just like other statistical evidence and opinion testimony,
elasticity estimates are not hypothetical theories, they are
firmly grounded in facts.

As a final observation, it should.be. noted that ‘while I
routinely look at elasticities, I certainly cannot ‘claim the
credit for being the first to explicitly introduce analysis of
elasticity data in Commission opinions. .The Commission and
various commissioners have expressly considered elasticities in

many cases through the years. These cases include: Television

Receiving Sets from Japan (Views of Chairman Alberger, Vice

Chairman Calhoun, and Commissioner Bedell commenting on the lack
' ' 25
of any "cross-elasticity studies"); Sugar From the European

Community (Views of Chairman Alberger, Vice Chairman Calhoun, and
‘ 26
Commissioner Stern considering the elasticity of. demand):;

Heavyweight Motorcycles, and Engines and Power Train

Subassemblies Therefor (Views of Commissioner Haggart considering

25 4
Inv. No. 751-TA-2, USITC Pub. 1153, at 20 (June 1981).

26 . .
Inv. No. 104-TAA-7, USITC Pub. 1247, at 17, n. 9 (May 1982).
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the elasticity of demand and the elasticity of import
27 '

supply) ; Certain Aramid Fiber (extensive discussion of

elasticity evidence adopted by the Commission through non-review
28
of that portion of Initial Determination) ; Certain Fresh
29 .
Potatoes From Canada:; and Fall-Harvested Round White Potatoes

From Canada (Views of Chairman Eckes considering elasticity
30
studies by the U.S. Department of Agriculture);  -Stainless

Steel and Alloy Tool Steel (Views of Commissioner Stern

considering econometric analyses of supply and demand
31
elasticities prepared by the Commission staff); - Nonelectric

Cooking Ware (Views of Commissioners Stern and Alberger
_ 32 _
considering elasticity of demand); Certain Iron-Metal

Castings from India (Views of Vice ChairmannCalhoun‘considering
33
elasticity of substitution) .-

27
Inv. No. TA-201-47, USITC Pub. 1342, at 50 (February 1983).

28 S S o T
Inv. No. 337-TA-194, USITC Pub. 1824, Initial Determination
at 102 (March 1986). B = S

29. = o ' '
Inv. No. 731-TA-124 (Preliminary), USITC Pub. 1364, at 18
(March 1983) : o - oL

30
Inv. No. 731-TA-124 (Final), USITC Pub. 1463, at 25
(December 1983).

31
Inv. No. TA-201-48, USITC Pub. 1377, at 35 (May 1983).

32 ' - : : - . S
Inv. No. TA-201-39, USITC Pub. 1008, at 10 (November 1979).

33 :
Inv. No. 303-TA-13, USITC Pub. 1098, at 16 (September 1980).
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Thus, the use of elasticities in causation analysis merely
expresses relationships between the data collected in Commission
investigations. Their use is not a theoretical exercise. 1In
fact, elasticities lurk beneath the surface of current Commission
analyses and have been used by the Commission in the past. I can
find no logical reason for not using elasticities, which add
sound analysis, logic, and predictability to Commission

opinions.

The Problem of Captive Sales and "Downstream/Upstream" Causation
of Injury in This Case

This case starkly poses the question of how the Commission should
properly consider causation of injury when the product subject to
investigation and produced by the domestic industry is an
intermediate product, largely consumed by affiliated, "captive"

34
customers. In this case, as in several other recent cases,

the producers of the intermediate product (CPTs) sell some of
their output in the open market and consume the rest captively,
in the production of finished éfoducts (televisions) by their
related companies. 1In such cases the Cpmmission often confronts,

as here, either or both of the following two arguments:

34

See, e.g., Industrial Phosphoric Acid from Belgium and
Israel, Inv. Nos. 701-TA-286 and 731-TA-365 and 366 (Final),
USITC Pub. 2000 (August 1987); Iron Ore Pellets from Brazil,
Inv. No. 701 TA-235 (Final), USITC Pub. 1880 (July 1986).
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(1) The "no qompetitién" aggumént,‘ The gist of this
afgument is that the foreign and doméstic producers do not
compete with respect to the captivewéales,”énd,as a consequence
captive imports shouLd not be cumulated and éﬁnnqt be a cause of
ihjury to:the domestic industry.35

(2) The "derivative injury" argument. The gist of this

argument is that‘any injury associated with éaptivé sales is
derivative of injufonccurring downstream at the finished producf

level and as such is not cognizable injury under"the antidumping
1aws.36 . | A o _

Both afguments bqrport to'lead to a bottom-line conclusion
tﬁat the COmﬁission can qonside? the impact of unfair imports
~on1y in th; openfmarket éegmgnt of tﬁe industry. Obviously such
a rule could have a conclugive impact in a case involving an
intérmédiate product with very sﬁgl;kopen-mafket sales. While
these arguments have been present.in a;number of recent cases

‘involving intermediate products, the Commission has not

previously addressed them in any detail. Because of the -

-

35 ’ o '

See, e.g., Post-Hearing Brief on Behalf of Matsushita,
supra note 22, at 5; Post-Hearing Brief of Hitachi, Ltd,
Hitachi America, Ltd., Nissei Sangyo America, Ltd., Hitachi
Consumer .Products of America, Inc., and Hitachi Electronic
Devices (Singapore) PTE., Ltd., at 8 (November 25, 1987).

36 , T ‘
~ See, e.g., Post-Hearing Brief of Matsushita, supra note 22,
at 2-7. :
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difficulties associated with intermediate products and captive

markets, I feel I should explain my views on these issues in some

detail.

The "No Competition" Argument. I last stated my views on

captive market issues in Industrial Phg;phoric Acid From B lgium
37

and Israel. As I said there, ‘the domestic industry in cases

involving intermediate products should include both captive and
open market sales. In my view there is no reason why captive
shipments should be treated any differently from open-market
shipments for purposes of analyzing cumulation and causation.

As I explained in Phosphoric Ac1d, integrated firms

producing an intermediate product that they then use to make an
end product have simply decided to avoid participating in the -
open market for the intermediate product by investing
downstream.38 Nevertheless, their captive production is not

shielded from the forces affecting the open market for that

37 E :
Inv. Nos. 701-TA-286 and 731-TA-365 and 366 (Final), USITC

Pub. 2000, at 39-43 (August 1987) (Dissenting Views of Vice
Chairman Anne E. Brunsdale) .

38 . .
Reasons for doing this may include efficiency; -assurance..of
a reliable supply,. quality control, and cost savings’ (e. Geij -
savings on middleman fees, 'sales.or marketing costs, .’ - e TN
promotional costs, or inspection fees). For a discussiofn of
other reasons firms. would choose to integrate vertically, ‘see’
B. Klein, R. Crawford, and A. Alchian, Vertical Integration,
‘Appropriate Rents and the Competitive Contracting Process, 21
J. of Law & Econ. 297 (1978). . :
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product. If the price of the intermediate product falls in the
open market and end users can purchase that product at a lower
price, integrated producers will have to reduce the cost of their
intermediate product; otherwise their end products will not be
competitive. If the open-market price of the intermediate
product falls low enough, integrated producers may even have to
turn to the open market to keep the cost of their end products
low.3? Integrated producers must pay close atfention to the
market price of the intermediate product to ensure the
competitiveness of their end products and to respond to
opportunities for buying and selling the intermediate product in
the open market.40 This is especially true when, as in this
case, the market for the finished product (here televisions) is
highly competitive.41 »Because transactions in the open market

necessarily affect captive producers, the Commission cannot

accurately gauge the effects of dumped or subsidized imports on a

39
Conversely, if the price goes high enough, they will want
to produce more for the open market.

40 :

Respondents' economic expert, Mr Riley, recognized the
relationship between captive and open market sales in his
testimony before the Commission. See Tr. at 136.

41

See, e.g., Tr. at 137, 80-81; see also Staff Report to the
Commission, Liquid Crystal Display Television Receivers from
\Jagan Inv. No. 751-TA-14 (Final), USITC Pub. 2042, at A-30-A-47
and Tables 6, 13, 14, and 17-21 (December 1987).
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domestic industry without considering both captive and noncaptive
production.

In Iron Ore Pellets from Brazil, another recent Commission

case involving captive and noncaptive markets, a unanimous
Commission decided to consider the effect of dumpéd imports on
both captive and noncaptive markets.4? There, as in the
present case, domestic firms produced an intermediate product,
sold some of it in the open market, and consumed the rest
captively. The Commission rejected the petitioner's request to
analyze the effect of dumped imports on only the open market,
stating that "since there is no statutory provision allowing the
separation of captive and merchant producers in the domestic
industry, we include both in the domestic industry."43 In that
case the Commission analyzed causation by looking at the captive

44
and open markets as a whole.

42 ,
Iron Ore Pellets from Brazil, Inv. No. 701-TA-235 (Final),
USITC Pub. 1880, at 6 (July 1986).

43 . .

Id. This view is also cited in an earlier unanimous
Commission decision, Hydrogenated Castor 0il from Brazil, where
the Commission included in the domestic industry a producer
that used a substantial portion of its hydrogenated castor oil
captively. The Commission in that case noted the necessity of
analyzing the impact of unfair imports on the entire market,
even if captive sales were a significant part of the market.
See, Hydrogenated Castor 0il from Brazil, Inv. No. 731-TA-236
(Final), USITC Pub. 1804, at 4 (January 1986).

44
Iron Ore Pellets from Brazil, supra note 42, at 6.
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The facts of this case show that there is a viable open

market for CPTs amounting to roughly 37 percent of total domestic
45 o
production in 1986. There is a reasonably high degree of

substitutability between the various imported and domestlc
products,46 and competition in the market for the finished
product, television receivers, is strong.47 Finally, there is
anecdotal evidence (confirming basic economic reality) that
generally CPT prices, for both captive and open market sales, are
directly affected by prices in the open market.48 ‘Based on
previous Commission decisions and the facts showing that open
market transactions have an immediate impact on captive sales, I
believe that, to analyze correctly the effect of the dumped
imports in these investigations, I must cumulate captive and
open-market sales and focus on injury caused to the industry as a

49
whole.

45
Report at A-29-A-31.

46

Memorandum from the Director, Office of Economics, EC-K=-451
(November 17, 1987), at 11-12; Memorandum from the Director,
Office of Economics, EC-K-471 (December 11, 1987), at __ . See
also discussed infra at 49-51.

47
See supra note 41.

48 :
Tr. at 72-73, 81.

49
My analysis in this regard assumes that there is a
reasonable degree of substitutability between the various
(Footnote continued on next page)
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The "Derivative Injury" Argument. The petitioners and

respondents seem to agree in this case that the fortunes of the
- CPT producers and their affiliated producers of finished
televisions are closely tied together. Not surprisingly the
parties use this essential uncontested fact to arrive at
dramatically different conclusions about the proper standard for
evaluating causation of injury in this case. Respondents
attribute the domestic industry's unprofitability to fierce
competition in the television receiver market which forces down
prices for component parts such as tubes. And they contend that
the derivative injury which thus is causedsgo tube producers is

not cognizable under the antidumping laws. Petitioners deny

that the prices received by CPT producers have anything to do

(Footnote continued from previous page)

domestic and imported CPTs, and that sales are captive in this
industry because of commercial convenience, not because of
serious barriers to competition. An entirely different case
might be presented if a large percentage of sales were captive
because of market features, such as long-term supply contracts
with severe termination penalties, or serious technological
incompatibilities between the tubes produced by the various
domestic and import producers. For example, if a large portion
of the industry were characterized by the facts pertaining to
Sony and its Trinitron tube, injury to the domestic CPT
industry caused by captive sales of CPT imports could be
assessed only through consideration of the downstream affects
on prices of finished televisions and the consequent upstream
impact on the demand for other picture tubes. I consider this
matter further in the discussion which follows.

.50
Post-Hearing Brief on Behalf of Matsushita, supra note 22,
at 2-6.
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with the prices received by their affiliates for finished
fteleﬁisions, out nonethelessrcontend that the Commission can and
should look at injury "downstream" at the finished product level
in considering injury to CPT producers.51 In support of this
'argument-petitioners_cite the Commission's opinion and a General

Counsel memorandum in Titanium Sponge from Japan and the United
- 52

o Kingdom.

In my view, petitioners and respondents heve both missed the
i terget; The issue in this case is not whether unfair CPT imports
have'caused injury downstream in the finished television market
(as'petitioners invite us to find). Nor is the issue whether
competition for finished televisions has caused injury upstream
in the market for CPTs (as respondents argue in this case).

Rather the issue is whether the facts in this case and the
antidumping law allow the Commission to conclude that any unfair
price advantage gained from dumping CPTs is likely to flow
downstream to affect conditions in.the-nerket for television

receivers and then back upstream»to'affect conditions in the

51
Tr. at 43-47; Posthearing Brief of Petitioners, supra note
23, at 10, n.7.

‘52 :
Inv. Nos. 731-TA-161 and 162, USITC Pub. 1600 at 4
(November 1984); General Counsel Memorandum GC-H-302.
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. ‘ 53 ‘
market for domestically produced CPTs. -- In my view. the law
allows the analysis of dcunstream/upstream‘causation of injury,
and such analysis is particularly approﬁriate4giVen the facts in
this case. | | |

The antidumping law directs the. commission to assess whether

[
PPy

the. dumped imports under investigaticﬁ“are a cause of material

injury to the domestic industry producing the product that is

"like" the imports under investigatio The statute says

nothing about whether this injury must be caused "directly" or

53 ' ‘

As I discuss above, there is a sufficiently large open
market for CPTs that prices for captive sales will inevitably
be directly affected by prices in the open market. As a
consequence I need not reach the. dowpetream/upstream issue
here. I do so because it is at least: implicit in the arguments
by the parties and may well be of central importance in ‘future
cases.

The issues of law and fact entailed in -the analysis of
downstream/upstream causation gain greater importance as the
open market for CPTs becomes smaller and the CPT market -is more
dominated by true captive sales. If it is true as a matter of
technological incompatibility or commercial reality that both
domestic and imported CPTs are sold essentially only to
affiliated television receiver producers, then dumped CPT
imports can affect the demand for (and prices of) domestic CPTs
only insofar as they affect costs and prices in the television
receiver market. In my view, this analysis is central to the
issue posed by Sony, since its Trinitron tube is not sold to or
produced by any non-affiliated:company. If, as I believe it
does, the Trinitron tube competes strongly w1th other CPTs, it
does so indirectly because Sony television receivers compete
strongly with television receivers containing other CPTs. 1In
my view this is the principal reason why respondent Sony and
its CPTs should not be excluded from this case.-

54 a '
19 U.S.C. 1671d(b), 1673d(b), 1677(4), and 1677.(10).
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windirectly," or whether the Commissi§§“¢an or cannot trace
injury through cost and price effects. involving other products.
Rather, it tells us simply that we should “évalnate all relevant
economic factors which have a bearing on the gtate of the
industry...[producing the like product],"SS'and that we should
"focus on the conditions of trade, competition, and development
regarding the industry concerned."56 The s#atutory mandate is

morewthah sufficiently broad to allow us, if the facts support

lg, to trace the effects of dumped imports through"whatever'path
they ultimateiy'£3ke in Causing injury to the domestic industry
producing the like product. '

The foliowing facts éﬁégest that tracing injury downstream
through sales of finished television receivers and then back
upstream to sales of domestically produced CPTs is appropriate in
this case: | ) | |

(1) The intermediate product in this case, the CPT, is the’
single most expensive component of a finished television |

57 Coa -
receiver. As we recently found in Liquid Crystal Display

55
19 U.S.C. 1677(7) (C) (iii).

56 : .
1979 Senate Report, supra note 1, at 88.

57
Joint Pre-Hearing Brief on Behalf of Matsushita, Hitachi,
Mitsubishi and Toshiba (November 13, 1987), at 36.
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58
Television Receivers From Japan, the picture tube accounts

for roughly 30 percent of the total unit cost of a finished color
television.59 .Because of its high percentage value, we can be
| confident that changes in the price of this component have.a real
and direct impact on the total cost of the finishéd product. 1In
addition, CPTs have virgualLy no other uses than use in a
finished television set.60 o
(ii) Dumped CPTs are incorporated into.fiﬁished television
receivers which compete head-to-head with televisions containing
domestically ;laroducedic‘PTs.s1 We can thus be confident that
any cost advantage for television receiver produéerS'fesulting
from the use of dumped imports is in fact being enjoyed by them
in competition‘with television receiver producefsvwho use
domestic CPTs. | |
.(1ii) The downstream link between dumped iméofts ahdAcosts

and prices in the finished television market is clear. The

dumped imports "gold" in the captive market are all actually

58 '
Inv. No. 751-TA-14, USITC Pub. 2042 (December 1987).

59 -
Id. at A-14, Table 1 (non-confidential data).
60

See Report at A-3.

61 :
Report at A-17, A-24.
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62

transferred to affiliated television receiver producers.
There is thus no question that any price advantage from dumping
is in fact being directly passed-through as a cost advantage for
‘the television producers using the dumped imports. Any price
benefit from dumping can be found somewhere in the pockets of the
same producers that imported the dumped CPTs. By definition this
cost advantage would allow them to charge lower prices for their
finished television receivers than they otherwise would
charge.63

(iv) The'upstream link between competition in the market for
finished television receivers and the prices that can be paid for
components such as CPTs is clear. As respondents have forcefully
argued, it is a "basic economic reality...that prices in the CPT

64
industry are a function of television prices."” Respondents

62
See, e.g., Report at A-27.

63 .

The market for finished televisions is highly competitive.
See supra note 41. In such a market, cost advantages directly
translate into price affects.

64 :
Post-Hearing Brief of Matsushita, supra note 22, at 2.
Petitioners claimed at the hearing that prices in the CPT
industry are not affected by prices of finished television
receivers. See Tr. at 72-73, 8l1. Respondents have repeatedly
disagreed and appear to contend that CPT prices are dictated
exclusively by television receiver prices. Their witness,
Richard Kraft, testified to the direct relationship between CPT
‘'prices and television receiver prices. See Tr. at 136, 172.
On balance, I am persuaded that the respondents are more nearly
(Footnote continued on next page)
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concede that: "[l])ow television prices...put substantial
pressure on domestic producers to lower their costs....
They...cut costs by lowering the tubé'prices paid to their
related CPT producers, which in turn reduce[s]‘the CPT industry's
profits."65

Given these facts, we can be confident that ény price
advantage resulting from dumping flowed through to the finished
television receiver market at least to some significant degree,

and thereby had an impact in the overall market for domestically

produced CPTs.

(Footnote continued from previous page)

correct, at least insofar as we are considering the nature of
pricing in the captive market and we are ignoring the effects
of open market sales discussed earlier in this opinion.

65

Post-Hearing Brief of Matsushita, supra, note 22, at 4.
Respondents actually contend that it is competition from a
surge of imports of finished television receivers that has
driven down prices in the television receiver market, which in
turn has driven down prices for domestic CPTs. Id. at 2-4. It
may well be true that the greatest part of the injury suffered
by the CPT industry in recent years has been caused by finished
television receiver imports. Nonetheless, certain legislative
history suggests that the Commission is prohibited from
"weighing" causes of injury, see 1979 Senate Report, supra note
1, at 57-58, 75, and it thus appears to be outside our province
to determine if the CPT industry has actually been injured more
severely by imports of finished televisions than imports of
dumped CPTs. Our job is to assess whether the injury caused by
dumped imports is "material." 1In that process the respondent's
admission that there is a direct link between television
receiver prices and the prices paid for CPTs gives us good
reason to believe that dumped imports have had
downstream/upstream affects in this case.
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Causation Analysis: Material Injury by Reason of Unfair Imports

The statute requires that the Commission consider three factors
in its analysis of causation, as well as any others it deems
relevant. The three are the volume of imports suﬁject to
investigation, as well as the effects of those imports on the
domestic Egoducers and on the prices they receive for their like

products.

Import Volume. The evidence on import volume in this case

shows that imports, whether measured by value or quantity, rose
between 1984 and 1986 and fell by a small amount in the first

half of 1987. Over the 1984-86 period, the value of the
67
cumulated imports increased from $75 million to $133 million,
68
while the penetration ratio rose from 7.0 to 11.4 percent.

When measured by quantity, the total number of imports increased
‘ ' 69
from 1.1 million to 1.9 million units over the period, while

66
See 19 U.S.C. 1677(7)(B), (C).

67 : : '

Report at A-64 (Table 27). The value of imports increased
slightly in the first half of 1987, when compared with the
first half of 1986, from $57.15 million to $57.19 million. Id.

68

Id. Imports in the first half of 1987 captured 10.2
percent of the domestic market, compared with 10.3 percent in
the first half of 1986. Id.

69
Id. at A-63 (Table 26).In interim 1987, the total number
C (Footnote continued on next page)
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70
the penetration ratio rose from 8.2 to 13.4 percent. This
evidence of increasing market share suggests that imports would
have a material impact on the volume of sales by the domestic

producers.

Effect on Domestic Prices and Producers. 1In my

consideration of the aggregate effects of imports on domestic
71
prices and revenues, I find elasticity estimates useful for

evaluating the magnitude of changes in consumption, production,
72
and prices resulting from imports.

(i) Elasticity of domestic supply. After a careful

consideration of the facts, the Office of Economics estimated

before the hearing that the elasticity of domestic supply was
73

probably in the range of 5 to 10.

Respondents offer no estimate of their own, but contend that

(Footnote continued from previous page)
of imports was 667,000 units, compared with 877,000 units in
the same period in 1986. 1Id.

70

Id. When comparing the first half of 1986 and 1987, the
market share of imports fell from 12.4 to 10.3 percent. Id.

71 :

For additional discussion of the usefulness of aggregate
data when considering price and revenue effects, see Certain
Welded Carbon Steel Pipes and Tubes from Taiwan, Inv. No.
731-TA-349 (Final), USITC Pub. 1994, at 63-79 (July 1987)
(Additional Views of Vice Chairman Anne E. Brunsdale).

72
" See the discussion on elasticities, supra.

73
See Memorandum EC-K-451, supra note 46, at 6.
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| , - 74
- the domestic supply response was more limited. ' In support of

: thié'proposition they rely principallyuon two assertions of
fact: that limitations in glass availability would constrain

‘increases in CPT production and that U.S. producers were not

: Capable7gf ﬁroducing flat square tubes that outside customers

wanted. Based on the record, it appears that both assertions
: . 76
are overstated.

!

Petitioners agree with the staff's conclusion that supply is

elastic and urge that the true elasticity "bumps the upper limit
77
of the 5 to 10 range." - In support of their view they cite

the relatively low capacity utilization rates for domestic
S 78
producers.

74 _ . o .
Post-Hearing Brief of Matsushita, supra note 22, Appendix
B, at 5-6. . R

Id.

76 :
See, Report at A-28-A-29 (domestic glass shortage was not a
serious constraint and was remedied by importing glass); and
Report at A-32 (flat square tubes accounted for a substantial
percentage of domestic production, particularly in 1986 and
1987). The issue of availability of glass was apparently
misunderstood. The relevant concern is the impact of CPT
production increases on the price of glass. Glass accounts for
approximately 30 percent of the manufacturing costs of CPTs,
see Report at A-29, so increases in the price of glass will
have a significant effect on the cost of CPTs. Available
evidence on this issue is limited, but suggests that glass
prices may have increased in response to increases in CPT
production, see id., which tends to lower the supply elasticity.

77 ‘ : -
Posthearing Brief of Petitioners, supra note 23, Appendix
E, at lo. ) _.

78
Id. at 1-2..
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on balance I am satisfied. that the:staff's estimate of 5 to
10 is reasonable, though I tend to favor the lower end of the
range.

(1i) Elasticity of demand. Prior to.the hearing, and after

a careful consideration of the facts, the staff advised us that
the demand for CPTs was derived from the demand for finished
television receivers and estimated (based on a published estimate
for television receivers of -5.42) tnat the.elasticity of demand
for CPTs might fall within a‘range“ofpflfs.to.f2.5;7?' The -
parties appear to aoree with the-staff's-methodology and concur
that demand for CPTs is elastic,S? ~Theaparties seemingly:
disagree on whether the citedbestimate of the elasticity of

demand for television receivers is higher or lower than the

81
published figure. Respondents offer no evidence in support
‘'of their assertion that "the demand for TV receivers may be less
82
elastic than -5.42." Petitioners offer a number of reasons

why the e1astic1ty of demand for telev1sion receivers is greater

than ~-5.42, and hence the elasticity of. demand for CPTs is

79
Memorandum EC-K-451, supra note'46, at 13..

80

Post-Hearing Brief of Petitioners, supra note 23, Appendix
E, at 6; Post-Hearing Brief of Matsushita, supra note 22,
Appendix B, at 7. _

Id.
82

Post-Hearing Brief of Matsushita, supra note 22, Appendix
B, at 7.
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' 83
greater than -1.5 to =-2.5.
After considering the evidence ip-the record and the
analysis by staff and the parties, I ém pursuaded that the demand
for CPTs is at least as elastic as -1.5 to -2.5.

(iii) Elasticity of substitution. The'evideﬁce regarding

the substitutability of imported and domestic CPTs is mixed but
on balance points to a relatively high elasticity of
substitution.

At the outset it should be noted ﬁhat the effective
competifionnfpr CPTs (and hence the substitutability of different
CPTs) may be occurring most strongly through competition in the
market for finished television reéeivers.84' DifferentléPTs
-effectively are close substitutes because the television
receivefs in which they are ultimately incorporated are close
substifutes. Thus, as a general proposition, the high elasticity
of substitution for television receive#s (recently estimated to
be 9.392)85 is very telling .of the elasticity of substitution
for CPTs. None of the parties appears to dispute that the
elasticity of substitution for finished television receivers is

in the range of the reported estimate of nine..

83 : .
Post-Hearing Brief of Petitioners, supra note 23, Appendix
E, at 6-7. :

84
See supra_note 41.

85 _
Memorandum EC-K-451, supra note 46, at 1l2.
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Based on its careful analysis prior to the hearing, staff.
estimated that the elasticity of substitution for CPTs was at
least as high as nine.86 Respondents contend that the relevant
4 élasticity of substitution in this case is very low. They argue
that differences between tubes would require redesign and
retooling of the end product, citing in particular differences
between flat square tubes (which domestic producers allegedly
could not produce) and standard tubes.87 Howe;er, as noted
above,88 the evidence suggests, contrary to respondents'
argument, thaﬁ a substantial percentage of domestic production is
in fact comprised of flat square tubes.89

| I am much more persuaded by the comments offered by
petitoners and the staff. Petitoners agree with the staff that
the elasticity of substitution is probably higher than nine.
They observe that CPTs are made to exacting and comprehensive .

specifications and within those specifications they are totally

Id.

87

Post-Hearing Brief of Matsushita, supra note 22, Appendix
B, at 6-7. ' . .

88
' See supra note 76.

89
See Report at A-32.



51

90
undifferentiated. As petitioners point out, integrated

receiver and CPT producers buy products from each other on a
91 '

regular basis, and there is no evidence that there are

. 92

quality or performance differences. The staff confirmed,

based on interviews with purchasers regarding the negotiation

process, that imported and domestic CPTs of the same screen size
93 ‘
are close substitutes.

Even if there were no direct close substi;utes for Sony's
Trinitron tube (except, as noted above, at the finished receiver
level) or for.CPTs 30 inches or larger, as various respondents
argued, those facts do not affect my conclusion that-
substitutability in the market as a whole is quite high. CPTs 30
inches and larger have comprised a miniscule percentage of all

94

CPT imports, - and imports of Trinitron tubes have been very
95
low.

90

Post-Hearing Brief of Petitioners, supra note 23, Appendix
E, at 5.

91
See, e.g., Report at A-34.

92 :
Post-Hearing Brief of Petitioners, supra note 23, Appendix
E, at 5.

93
Memorandum EC-K-471, supra note 46, at 1-4.

‘94
Memorandum from Acting Director, Office of Investigations,
INV-K-133 (December 14, 1987), at 3.

95
Report at A-61.
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The information from the above éiéSticity analyses and from
considering the weighted average margin and the relative
importance of the subject imports leads me to conclude that
dumped imports are a cause of material injury to the domestic
industry. My conclusion is supported by the modérate, weighted
average margin of dumping in this case -- 11.6_percent.96 The
high degree of substitutability between impérted and domestic
CPTs, when considered in the context of the highly elastic
domestic supply, the moderately elastic domestic demand, and the
moderate weighted average margin in this case, leads me to
conclude that imports did have a material effect on domestic
shipménts and revenues. As for domestic prices, they were not
substantially affected by imports, primarily because the domestic
supply elasticity is high. Therefore price suppression/

depression is not significant here.

926 A

For purposes of my analysis, I assume that the margin
translated into an aggregate price benefit imports otherwise
would not have had. The weighted average margin is calculated
by multiplying the dumping margin and the quAntity of imports
from each country, and then dividing the sum of those
calculations by the total quantity of unfair imports. Dumping
margins for each company are calculated by the Department of
Commerce. See Color Picture Tubes from Canada; Final
Determination of Sales at Less Than Fair Value, 52 Fed. Reg.
44,151 (Nov. 18, 1987); Color Picture Tubes from Japan; Final
Determination of Sales at Less Than Fair Value, 52 Fed. Reg.
44,171 (Nov. 18, 1987); Color Picture Tubes from Korea; Final
Determination of Sales at Less Than Fair Value, 52 Fed. Reg.
44,186 (Nov. 18, 1987); Color Picture Tubes from Singapore;
Final Determination of Sales at Less Than Fair Value, 52 Fed.
Reg. 44,190 (Nov. 18, 1987).
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The Price Evidence in This Investigation

The data presented on individual sales and therpriéihg evidence
associated with these sales were n6t'he1pfu1‘in making'my
determination. First, the evidence did not‘indiCéte a clear
pattern of underselling; in fact, almost halflof the comparisons
indicated overselling by imports.97 Second, a number of the
price comparisons between imported andvdomestic CPTs are based on
very few transactions, which further ihhibits the reliability of
the information.98 Finally, in some instances, the range of
prices reported that yield the weighted average price vary by
such large amounts that the significance of the weighted average
price is severely limited.99 Although we have a great deal of
information on prices in this market, it did not provide me with

guidance in determining whether imports caused material injury to

the domestic CPT industry.

Conclusion

I determine that imports of CPTs are a cause of material injury

to the domestic industry, based on the moderately high and

97
/ See Report at A-81-A-84 (Tables 59-65).

98
See Report at B-110.

29
Id.
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increas1ng volume of dumped 1mports, the high degree of
substitutability between imported and domestic CPTs, the highly

elastic domestic supply of CPTs, and the moderate weighted

' average margin of dumping in this case.



55
" "Appendix A to. the views of ¥éggnphairman Anne-E. Brunsdale
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UNITED STATES INTERNATIONAL TRADE COMMISSION

WASHINGTON, D.C. 20436

December 11, 1987 . EC-K-470

Memorandum

To: The Commission

From: Director, Office of Economics
Subject: Use of elasticity estimates

Questions were raised in the color picture tubes
investigation about the usefulness of "elasticity analysis"”
in antidumping injury investigations and in Title VII
investigations in general. '"Elasticity analysis" is simply
_ microeconomic analysis, involving a systematic study of the
responsiveness of quantities demanded and supplied to price
changes resulting from particular actions. As pointed out
by the petitioner, :

" the Commission has always analyzed the
relationship between the volume supplied and price. It
has also traditionally included in its analysis the
structure of the U.S. market and the responsiveness of
demand in that market to price.”

In other words, the petitioner stated that the Commission
has always, though perhaps not explicitly, used a supply
and demand analysis incorporating the idea of elasticity.

The respondent concurs, noting that "[t]he concept of price
elasticity is . . . basic to the Commission’s analyses of
causation in all cases because such analyses reflect at
least implicit judgments about the relationships among
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The Commission--Page 2

supply, demand and prices for specific products [emphasis
added]." For example, when the Commission determines
whether injury occurs because the imports in a particular
case are or are not good substitutes for the domestic
product, they base their determination on their assessment
of the degree of competition between the two products.
Even if the Commission’s assessments are based entirely on
the responses of purchasers about the facts that led to
their choice of one product over the other, these
assessments are consistent with a particular implicit
estimate of the cross-elasticity of demand or elasticity of
substitution between imports and domestic goods. For
another example, suppose a respondent claims “that he poses
no threat of injury because he cannot expand his production
and further penetrate- the domestic market. He is simply
suggesting that his import supply elasticity is low. By
providing numericdl estimates, or ranges of estimates, for
elasticities, the staff provides a mechanism for all
parties to make explicit their judgments on the nature of
the market and allows a more comprehensive and focused
discussion of the question of causation.

Admittedly, practical problems abound in estimating and
using elasticities. There are many econometric problems
associated with capturing all relevant influences on demand
and supply (including those responsible for intertemporal
shifts in these curves), accounting for the simultaneous
nature of movements in supply and demand within and across
markets, and assuming the stability of estimated
relationships over the time period analyzed. 1/
Furthermore, an analyst must be careful in applying
elasticity estimates (however obtained) to take into
account any important features of the market that might
skew the analysis. For example, estimates of supply
elasticity based on an assumption of pérfectly competitive
markets must be reduced somewhat if there is evidence that
oligopoly behavior would limit the production response to
shifts in demand.

l/ For an example of the difficulties associated with the
estimation of elasticities, see Office of Economics
Memorandum EC-K-300. The memo, and the comments of its
author at the Commission Briefing and Vote on Invs. 701-TA-
283 and 731-TA-346 (Aspirin from Turkey), pointed out the
difficulty of estimating by statistical means supply/demand
systems given available data; it did not deal with the
issue addressed here, the utility of elasticity estimates
generally, or with the ability of economists to make
informed judgments as to appropriate ranges in which
elasticities are likely to fall.
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| ADDITIONAL AND DISSENTING VIEWS. OF CHAIRMAN LIEBELER
_ . , COlor Picture Tubes from ,
Canada,AJapan, the Republic of Korea and Singapore

Invs. Nos. 731-TA-367-370
: _(FINAL)

I‘detérmipe that an;industryvin.the.quted states_isA
hot.materially_injcredfor,threaténed With,@aterialfinjury N
by’reoson of_imports‘of color picture tubes from Canada, -
'-Japan, the Republic of korea and Singapore which are being

soidnat.less-than-fair-valué.

b concur w1th the majority in their deflnitlons of

- the like product and the domestic industry, and their '

discuss1onvof the condition of the industry. I also
concur’ﬁith their,discussion of cumulation. On the issue
. of cumulating. captive and non—cabtiVé imperts I concur
with Vice éhairmdﬁ'Bruhsdaisfs'dischssion iﬁiher
Additional Viéws{'Jihéﬂvioe-cﬁairman.has alsovraised'very
interostinéf and'économiCaIvaéﬂd logicaliy sound,

arQumentsfthat dumped CPTs cause 'derivativé injury.” I

1/ Material retardation was not an issue in these
investigations and will not be discussed L
further.-
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am not conviced, however, that the Commission has the
authority to consider the'indfretti(”uﬁstream”) affects on
CPT producers of any “#Jownstrea™ 1njurY'to telev1eronﬂ%
producers. I mlght'have reached'a*dlfferent result ‘had I
been conv1nced that T could - con51der these effects. In
future cases parties may wish to brlef the issues ralsed
by the Vice Chairman in her opinion.

. Bedause my views on causation ‘differ from“thoSéwof'
the fiajority, T offer ‘théde ‘additionil “and dissenting
views .

o
er

Material Injury by Reason of Imports;

In order for a domestic industry to prevail in a
LT o R T A i o SN S DN

e T U

. - ot
Ao . ° - &

preliminary,investigation, theACommission must.determine

that there 1s a reasonable 1nd1catlon that the dumped or

- RS YIS

sub51d1zed 1mports cause or threaten to cause materlal

injury to the domestlc 1ndustry produc1ng the 11ke
product. The Comm1551on must determlne whether the
domestlc 1ndustry produ01ng the 11ke product 1s materlallyé
1njured or 1s'threatened w1th mater1a1 1n]uryh and whetherw
any rnjurXZor threat thereof 1s by reason of the dumped or .
subsidizeddlmports. only if the Comm1551on finds a

reasonable indication of both injury and causatlon, will

it make an affirmative determination.in_ the 1nvestlgatlon.
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‘Before analyzing the data, however, the first
questioh isAwhethef the statute is cissr or whether one
must resort to the ieéislétive history in srde; to
interpret the relevant sections of the this import relief
law. 1In generai, the accepted rule of stétutsry.‘
construction is'that a statute, cleér:and unambiguous on
its face, need not snd cannot be interpreted using
seéondary sources. :iny statgtss that are of doubtful

| 2/
meaning are subject to such statutory interpretation.

The statutory langtage gsed'for both parts of the
aualYSis is ambiguous. #Material injury” is defined as
harm which is not inconsequential, immaterial, or
unimportant.’é/ As for the cagsatioq test, ”by reason
of” lends itsslf to no.easy(intsrpretatibn, and has been
the subject of much debate by past and present
commissioners. Clearly, well-informed persons may differ .
as to the‘inﬁefpretation sf the causation and material
injury sections of title VII. Therefore, the legislative

history becomes helpful in interpretiﬁg-title VII.

2/ Sands, Sutherland Statutory Construction §
45.02 (4th ed.).

3/ 19 U.S.C. § 1977(7) (A)(1980). .
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‘The ambiguity ariseﬁﬂin part becagse';tmi§ clear, that
the presence in the United States of additiopal jgrg;gq
supply will always maké the d?mestig industgy ¥°F§%g??f?L“.
‘Any time a foreign bfoducer exports products to the United

States, the increase in sgpply, qeteris paribusixmusg

result in allower pricg of the product than would
otherwise pre&aii,vvlf.a_downward effect on price,
accompaniéd by a Deﬁéftmgnt of Commerce dump}égﬂgrvsgpsiQYL
finding aﬁd a éommission finding that financial indicators
were doWn'wefe all that were required for an affirmative
determination, there would be no need to inquire further

into causation.

But the legislative history shows that thé mere
presence of LTFV imports is not suff1c1ent to establlsh ;
causation.' In the legislative hlstory to the Trade o
Agreements Acts of 1979, Congress stated: -

[T]he ITC will consider 1nformat10n which . .

indicates that harm is caused by factors other
‘than the less-than-fair-value'imports:
The Finance Committee emphasized the need for an

exhaustive causation analysis, stating, ”the Commission

4/ Report on the Trade Agreémenté-éct 05'1979;‘s.‘
Rep. No. 249, 96th Cong. 1lst Sess. 75 (1979).
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must satisfy itself that, in light of all the information

presented, there is a sufficient causal link between the

5/

less-than-fair-value imports and the requisite injury.”

The Senate Finance Committee acknowledged that the
causation ang;ysis‘would not be easy: "The determination
of the ITC with;reépectvﬁo'causation, is under current
law, and will be, uﬁder section 735, compléx and

difficult, and is a matter for the judgment of the
s/ o
ITC.” Since the domestic industry is no doubt worse

off by the presence of any imports (whether LTFV or fairly
traded) and Congress has directed that this is not énough

upon which to base an affirmative determination, the

Commission must delve further to find what condition

L

Congress has attempted to remedy.

In the iegislatiVeAhistory‘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
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discrimination practices to the detriment of a
v . '
United States industry. -
Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm
results therefrom:

[T]he 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

8/

price.

This ”complex and dlfflcult” judgment by the
Commission is aided greatly by the use of economic and
financial analysis. One of the most 1mportant assumptlonei
of traditional microeconomic theory is that firms attempt

9/ . _ . .
to maximize profits. congress.- was. obviously familiar"

with the economist’s tools: #“[I])mporters as prudent-
businessmen dealing fairly would be interested in

maximizing profits by selling at prices‘as‘high‘es'the

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

8/  1d.

9/ See, e.g., P. Samuelson & W. Nordhaus,

Economics 42-45 (12th ed. 1985); W. Nicholson,
Intermediate Microeconomics and Its Application
7 (3d ed. 1983).
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S 1 ¥/
U.S. marketAwould bear.”

An assertion of unfair price discfimination should be
accompanied by a factual record that can support such a
conclusion. 1In accord with economic theory and the
legislative history, foreign firms should be presumed to
behave rationally. Therefore, if the factual Setting in
which the unfair imports occur does not support any gain
to be had by unfalr price dlscrlmlnatlon, it is reasonable
to conclude that any ‘injury or threat of 1njury to the

domestic 1ndustry is not ”by reason of” such imports.

In many casés unfair price discrimination by a
competitor would be irrational. In general, it is not
rati&nél ﬁo cﬁafge a priceﬂbelow thaf‘necessary to séll
one’s product. In certain cifcﬁhstances; a firm may try
to capture é;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;i It is:this

condition which Congress must have meant when it charged

10/ Trade Reform Act of 1974, S. Rep. 1298, 93rd
Cong. 24 Sess. 179.
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us ”to discourage and prevent foreign suppliers from using
unfair price discrimination practices to the detriment of

11/
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

12/
of the cited legislative history.

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

: | 13/
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

14/

general impact of imports on domestic producers. The.

legislative history provides some guidance for applying

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

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

13/ I1d. at 16.

14/ 19 U.S.C. § 1677(7)(B)-(C) (1980 & cum. supp.

1985).
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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 disqrimination has as its goal, aﬁd cannot
take place in the absence of, market power. The market
penetration of cumulated imports of color picture tubes
(CPTs) from countries subject to investigation, in terms

of quantity, increased from 8.2% in 1984 to 13.4% in 1986

15/
but declined to 10.3 % in interim 1987. Import
16/
penetration ratios are small and declining. This

factor is consistent with a negative determination.

The second factor is a high margin of dumping. The

higher the margin, ceteris paribus, the more likely it is

15/ In terms of value, import penetration rose from
*x*% in 1984 to ****% in 1986 and fell to ****3
in interim 1987. Report to the Commission at
A-57, (hereafter ”Report”), Color Picture Tubes
from Canada, Japan, the Republic of Korea, and
Singapore, Inv. Nos. 731-TA-367-370.

16/ I recognize that 1987 decline may be due in
part to the institution of these investigations.
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that the product is being sold below the competitive

17/ . : '
price and the more likely it is that the domestic

producers will be adversely affected. The weighted

average dumping margin as éalculated by the Department of
_ 18/

Commerce is 11.8%, which is moderately low. - This

factor is consistent with a negative determination.

The third factor is thé homogeneity of the products.
The more homogeneous thé products, the greater will be the
effect of any allegedly uﬁfair practice on domestic
producers. Purchasers consider picture tubes of the same
screen size, whether imported or dgmestic, to be
interchangeable. 1In ordef to prevent sole source
dependence and to guarantee quantity requirements,
purchasers can and do subétitute one slightly different
tube for another of the séme scfeen size. Thus, the
imported and domestic products while not perfectly
homogeneous, are very close substitutes. This factor does.

not support a negative determination.

As to the fourth factor, evidence of declihing

domestic prices ceteris paribus might indicate that

See text accompanying note 8, supra.

17/
18/ See Report at A-15.
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domestic producers were lowering their prices in order to
maintain market share. Weighted average domestic prices
of 13 in., 19 in., 20 in. and 25 in. CPTs in sales to both
related and to unrelated parties genefally declined
slightly during the course of the investigatioﬁ. In sales
to related parties prices of 13 in., 19 in., 20 in. and 25
in. declined 2.5%, 4.7%, 1.4 % and 0;1% respectively. 1In
sales to unrelated.parties prices of 13 in., 19 in. and 20
in. CPTs declined 15.6%, 2.1% and 4.2% respectively but
prices of 25 in. CPTé increased 0.3%. Although prices
have declined slightly since 1984, the data indicate that
the downward trend is slowing. In interim 1987, prices of
13 in. and 20 in. CPTs to related parties stabilized and
prices of 20 in. CPTs to unrelated parties and of 25 in.

CPTs to both related and unrelated parties

19/

increased. Pricing data in this case is mixed but

gives slight support to an affirmative -determination.

The fifth factor is foreign supply elasticity. If
there is low foreign elasticity of supply (or barriers to
entry) it is more likely that a producer caﬁ gain market
power. Imports from countries other than Canada, Japan,

Korea and Singapore represented only 2.1% of total imports

19/ Report at A-68-A-69.
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in 1986. However, there are many imports from Korea which
are excluded from this investigation and covered by the
antidumping order on Color Television Receivers from Korea
20/

' They accounted for ****§ of total imports in 1986.
21/
These figures suggest that foreign supply is

relatively elastic. This factor is-supportive of a

negative determination.

These five factors must be balanced in each case to
reach a soﬁnd determination. Although the imported and
domestic products are homogeneous, and there have been
some declines in prices, the other factors support an
affirmative determination. Dumping margins are moderately
low, market penetration is small,gg/ and there are no

barriers to entry. In this case I have analyzed and

weighed each of these factors and reached a negative

determination.

THREAT

20/ 49 Fed. Reg. 18336 (April 30, 1984).

21/ Report at A-55, Table 22.

22/ Market penetration declined between 1986 and

1987.
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A finding that the domestic industry is threatened
with material injury requires evidence that the threat is

aa,
~real and actual injury.is imminent. Market

. penetration is low and decreasing and there is no
indication that it will increase. U.S. importers’
inventories of color picture tubes included in the scope
of the investigations decreased from ***x**** units in 1984
to ****** in 1986 and decreased further to #****** uynits in
interim 1987. gﬁ/‘:Only 7 of 18 importers questioned
reported current orders of CPTs, totalling less than.
200,000 units. Major exporters are operating at high and
increasing capacity utilization rates and there is no |
evidence that they intend to increase their sales to the

25/
United States. Recent small price declines have

19 U.S.C. sec. 1677(7) (f) (ii) (supp.III 1985).

Report at A-48-49, Table 17.

G &«

The capacity utilization rate of the sole
Canadian producer of CPTs increased from #**%%%
in 1985 to ****% in 1987 and is projected to
increase to **% in 1988. Japanese capacity
utilization declined from 104% in 1984 to 89.5%
in 1987 and is pro;ected to decline slightly to .
89.1% in 1988. This is still high. The
capac1ty utilization rate in Korea has been
1ncrea51ng since 1986 and is projected to
increase to 94.4% in 1988. Korea has announced
that it intends to discourage exports to the
United States. Capacity utilization in .
Singapore has been over ***% during the entire
(Footnote continued on.next page).
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generally slowed or stopped and there is no indication

that they will'.decline significantly in the near

26/

future. An analysis.of the statutofy indicia of

threat supports a negative 'threat determination.

Conclusion

Therefore, I:determine that an industry in the United

States is not materially injured or threatened with

material injury by reason of less-than-fair-value imports

of color pictﬁre'tubes from Canada, Japan, the Republic of

Korea and Singapore. -

(Footnote continued from previous page)

26/

course of the investigation and.is projected to
be *****% jin 1988. Report at A-50-A-54.

Producers of CPTs in Japan and Korea also
produce television receivers, which are
currently subject to antidumping orders. It is
conceivable therefore that they could shift
production from televisions t6 CPTs. However,
the antidumping order on Japanese televisions
has been in effect since 1971 and that from
Korea since 1984 and there has been no
significant product-shifting. Therefore the
prospect of such product-shifting in the near
future is dim. No subsidies are involved in
these investigations.
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"INFORMATION OBTAINED IN THE INVESTIGATIONS.
fIntroduction -

Follow1ng preliminary determlnatlons by the U-S. Department of Commerce
that imports ‘of color picture”tubes 1/ from Canada, Japan the Republic of
Korea (Koreéa), and Singapore 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 June 30, 1987, instituted investigations Nos. 731-TA-367
(Final) (Canada), 731-TA-368 (Final) (Japan), 731-TA-369 (Final) (Korea), and
.731-TA-370 (Final) (Singapore), under section 735(b) of the Tariff Act of 1930
(19 U.5.C. § 1673d(b)), to determine whether or not an industry in the United
States is materially ifijured, or is threatened with-material injury, or the
establishment of an industry in the United States is materially retarded, by :
reason of such 1mports Notice of the institution of' the Commission’'s final .
investigations, 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 of July 29, 1987 (52 F.R. 28353). 2/ ' The public
hearing" was held in Washington DC, on November 19, 1987.:3/ '

In its final determinations, 4/ published in the Federal Register of
November 18, 1987 (52 F.R. 44161), Commerce determined that imports of color
pié¢ture tubes 5/ from Canada, Japan, Korea, and Singapore are being, or -are-
likely to be, sold in the United States at LTFV. The applicable-statute
directs that the Commission make its final injury determinations within 45
days after the final determinations by Commerce, or by- January &4, 1988. -
However, the Commission’s administrative deadline for tramsmitting its final
determinations to the Secretary of Commerce is December 22, 1987." The
Commission voted on these irnvestigations on December 16, 1987. - -

Background'f'f- . g Co
These investigations result from' a petition filed by the Interndtional "
Association of Machinists and Aerospace Workers; the International” Brotherhood
of Electrical Workers; the International Uniorn of Electronic, Electrical, :
Technical, Salaried and Machine Workers, AFL-CIO-CLC; the United Steelworkers
of America, AFL-CIO; and the Industrial Union Department AFL C10, on

1/ For purposes of these 1nvest1gat10ns color: picture tubes are defined as
cathode ray tubes suitable for use in the manufacture of color television A
receivers or other color entertainment display devices-intended for. television
viewing. Color picture tubes imported separately are provided for in item
687.35 of the Tariff Schedules of the United States *(TSUS); color picture
tubes may also be imported as parts of color television receiver kits or as
parts of 1ncomp1ete telev151on recelvers prov1ded for in item 684 96 of the
TSUS. : < .

2/ A copy of the Comm1551on s notice of 1nst1tut10n of f1na1 antldumplng .
investigations is- presented in app. Al

3/ A list of the participants in the hearing is presented in app. B.

4/ Copies of Commerce'’s notlces of final LTFV determlnatlons are presented in
app. C. . e : .

5/ A detailed explanation of what color picture tubes are 1ncluded in, or
excluded from, the scope of the investigations appears in the section of this
report entitled "U.S. tariff treatment.”
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November 26, 1986, alleging that an industry in the United States is
materially injured and threatened with material injury by reason of LTFV
imports of color picture tubes from Canada, Japan, Korea, and Singapore. 1In
response to that petition, the Commission ingtituted investigations Nos.
731-TA-367 through 370 (Preliminary) under section 733(a) of the Tariff Act of
1930 (19 U.S.C § 1673b(a)) and, on January 12, 1987, determined that there
‘was a reasonable indication of.material injury by reason of such imports. 1/

Summary of Previous and Current Investigations Involving Color Picture
"~ Tubes or Television Receivers and Parts Thereof

The Commission has conducted two previous investigations concerning color
picture tubes. Investigation No. AA1921-104, 2/ Color Television Picture
Tubes from Japan, was conducted by the U.S. Tariff.Commission in 1972 under
the Antidumping Act, 1921. In that investigation, the Commission 3/
unanimously determined that an industry in the United States was not injured
and was not likely to be injured,.or prevented from being established, by
reason of the importation of color television picture tubes from Japan sold at
LTFV. 1In investigation No. TEA-W-136, 4/ conducted in 1972 under section
301(c)(2) of the Trade Expansion Act of 1962, the Commission 5/ unanimously
determined that articles like or :directly competitive with the television
picture tubes 6/ produced by the: RCA, Corp. were not, as a result. in major part
of concessions granted under trade agreements, .being imported into the United
States in such increased quantities as to cause, or threaten to cause, the
unemployment or underemployment of a significant number or proportion of the
workers of such company or' appropriate subdivision thereof.

The Commission has conducted approximately 25 investigations concerning
television receivers :or parts of television receivers since 1970. The
investigations were conducted under a variety of statutes, including the
Antidumping Act, 1921; sections 332, 337, 735(b), and 751(b) of the Tariff Act
of 1930; section 301 of the Trade Expansion Act of 1962; and sections 201,
203, and 603 of the Trade Act of 1974. Some of the investigations were
terminated early or were not conducted for the purpose of determining injury.
Of the 19 injury investigations, 14 resulted in affirmative determinations of
injury; 5 resulted in negative determinations. -

Antidumpingtbrders iséﬁed as a result of the Commission's'affifmativev
determinations in investigations Nos. AA1921-64, Tuners from Japan; 7/
AA1921-66, Television Receiving Sets from Japan; 8/ and 731-TA-134-135

1/ Color Picture Tubes From Canada, Japan, the Republic of Korea,.and
Singapore . . ., USITC Publication 1937, January 1987.

2/ Color Television Picture Tubes From Japan, TC Publication 529, December
1972, -

3/ Commissioner Leonard d1d not- participate in the determination.

4/ Television Picture Tubes: Certain Workers of the RCA Corp. , New York,
N.Y. . ., TC Publication 485, May 1972,

5/ Commissioner Sutton did not participate in.the determination.

6/ The 1nvestigat10n included monochrome picture tubes as well as color
picture tubes.

7/ Tuners From Japan . . ., TC Publlcatlon 341, November 1970

8/ Television Receiving Sets. From Japan . ., TC Publication 367, March 1971.
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(Final), Color Television Receivers from the Republic of Korea and Taiwan, 1/
are still in effect. All other import relief measures implemented as a result
of Commission injury determinations have expired. The antidumping duty orders
in effect on color television receivers from Japan and Korea directly affect
the current investigations on color picture tubes. Commerce has determined
that certain color picture tubes from Japan and Korea are exempt from the
.scope of the investigations on color picture tubes because antidumping duties
are already being collected on such tubes pursuant to the antidumping duty
orders in effect on color television receivers from Japan and Korea. A more
detailed explanation of how the color picture tube investigations are affected
by the current antidumping duty orders on television receivers appears in the
section of this report entitled "U.S. tariff treatment.”

Concurrent with the color picture tube investigations, the Commission
conducted investigation No. 751-TA-14, Liquid Crystal Display Television
Receivers from Japan, pursuant to section 751(b) of the Tariff Act of 1930, to
review its determination in investigation No. AA1921-66, Television Receiving
Sets from Japan. The purpose of investigation No. 751-TA-14 was to determine
whether or not an industry in the United States would be materially injured,
or would be threatened with material injury, or the establishment of an
industry in the United States would be materially retarded, by reason of
imports of liquid crystal display television receivers from Japan, if the
antidumping duty order regarding television receivers from Japan were to- be
modified so as to exclude those products. The public hearing on investigation
No. 751-TA-14 was held in Washington, DC, on November 12, 1987. On
December 16, 1987, the Commission determined 2/ not to modify or revoke the
antidumping duty order with regard to liquid crystal display television
receivers from Japan.

The Product

Description and uses

For purposes of these investigations, color picture tubes have been
defined by the Department of Commerce as cathode ray tubes suitable for use in
the manufacture of color television receivers or other color entertainment
display devices intended for television viewing. The imported product under
investigation consists of such color picture tubes whether entered into the
United States separately or, with certain exceptions, as parts of color
television receiver kits or incomplete color television receivers.

Color picture tubes are cathode ray tubes that convert a video signal
into a visual color display. The color display is produced by beams of
electrons generated by an electron gun and magnetically deflected to
scan--line by line--the inside faceplate of the tube. Light is created by the
electron bombardment of red, blue, and green phosphor dot trios (or phosphor
stripes) alternately located on the inside of the faceplate (fig. 1). 3/ The

1/ Color Television Receivers From the Republic of Korea and Taiwan . . .,
USITC Publication 1514, April 1984.

2/ Chairman Liebeler and Vice Chairman Brunsdale dissenting.

3/ Since phosphors emit fluorescent light, green is used instead of yellow as
a primary color. Yellow is formed by the combination of green and blue light.
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Figure 1.--Color television picture tube.

Source: McGraw-Hill Encyclopedia
of Science and Technology,
1977, vol. 10, p. 247.

Figure 2.--Shadow mask and phosphor
screen.

delta electron gun '

matrix dot-trio screen

Diagram of dot-trio system, with red (R), green
(G), and blue (B) phosphor dots. (RCA)

Source: McGraw-Hill Encyclopedia of
Electronics and Computers, 1984,
p. 138.
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intensity of the light is controlled by the video signal impressed on the gun,
which in turn controls the number of electrons emitted.

To produce color, essentially all color picture tubes employ the use of a
shadow mask. 1/ The mask is a thin sheetmetal plate that contains thousands
of tiny slots (or dots) and is positioned slightly behind the faceplate
(fig. 2). 2/ The electron gun, located in the neck of the tube, contains
three cathodes, each of which emits a separate electron beam. The beam
emitted from each cathode passes through the holes in the shadow mask at a
precise angle, striking only one of the primary color phosphor dots. The
other two color phosphor dots are shadowed. The shadow mask principle
requires precision alignment between the electron gun, the shadow mask, and
the location of the phosphor dots on the faceplate. 3/

Color picture tubes are produced in various screen sizes. 4/ The trend
in the U.S. market has been toward large (25 inch and over) screen sizes and
away from smaller sizes in which the import competition has been more
pronounced. )

The color picture tube has advanced through several technological
improvements during the past 15 years, including the replacement of the
phosphor dot trio with thin parallel lines of phosphor, the separation of the
phosphor on the faceplate with a black matrix or “grille,” 5/ improved tube
quality and brightness, and longer picture tube life (now 8 to 10 years). 6/

1/ The shadow mask system was developed by RCA in 1948 and remains the basis
of conventional color picture tube technology. The color picture tube
produced by Sony, known as the "Trinitron” tube, uses an aperture grille
instead of a shadow mask. More information on certain differences between the
Trinitron tube and conventional picture tubes appears in the section of this
report entitled "Like product issues.”

2/ One of the key differences between a color picture tube and a color data
display cathode ray tube has been the difference in "resolution.” Whereas
television tubes typically have had shadow mask openings about 0.8 millimeter
apart, data display tubes have typically had openings located about 0.3
millimeter apart. The smaller the distance between apertures, the higher the
resolution and clarity of the picture. High-resolution tubes are used in
color data display monitors (because image clarity for close-up viewing is
necessary), whereas low-resolution tubes are used for television receivers.

In some cases, medium-to-high resolution tubes have been used in combination
monitor/television receivers. oo :

3/ Because of the precision alignment required for the shadow mask principle,
the mask is mated to a particular faceplate during the production process in
order to ensure exact alignment between the mask apertures and phosphor dots.
4/ In the United States, the measurement of a color picture tube’s screen size
is expressed in terms of its viewable diagonal dimension. In Japan and other
countries in East Asia, the measurement is expressed in terms of its total
diagonal dimension, which includes the area of the color picture tube hidden
by the bezel of the television receiver. As an example, a color picture tube
in the United States having a 19-inch viewable dimension would be said to have
a 20-inch dimension in Japan.

3/ Phosphor stripes instead of dots and the black grille were both Zenith
developments, and were introduced as the "“Chromacolor” tube. Zenith officials
indicate that phosphor stripes and a grille are now the industry standard for
color picture tubes. * * %,

6/ According to officials of Zenith (field interview on Dec. 12, 1986).
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In addition, the U.S. industry is also moving toward larger tubes and toward
what is known as ”"full square” tubes 1/ and "flat square” tubes. 2/

A significant recent development is the advent of the "flat tension mask”
high-resolution tube produced by Zenith Electronics Corp. The tension mask
tube provides greatly increased picture clarity, contrast, brightness, and

color fidelity, and is virtually glare free. To date, the tension mask tube
* ok ok, Kk ok, &k ok ok, %k Kk,

Manufacturing process 3/

Four basic components are incorporated in the construction of a color
picture tube: a faceplate, a shadow mask, a funnel, and an electron gun. The
faceplate, the part of the tube where the picture appears, is a thick glass
plate produced from a special type of glass designed to reduce radiation
exposure to the viewer; it is usually molded as a curved plate containing a
funnel mounting skirt. The funnel, a glass casing which is bonded to the
panel to form the body of the tube, is also produced from a. special type of
glass and is designed to mate with the faceplate and support the mounting of
an electron gun. The shadow mask is an extremely thin, delicate sheet metal
screen perforated with thousands of tiny holes etched in a precise pattern.
The electron gun, which emits beams of electrons that are magnetically
deflected to scan the inside of the faceplate, is a precise assembly of
stainless steel stampings called grids.

The production of the color picture tube is a highly technical,
capital-intensive process that begins with the production of the shadow mask
assembly, which consists of the sheet metal screen and a mounting frame
(fig. 3). The screen is annealed to a soft state and formed to fit the
contour of the frame. After forming, it is welded to the frame, creating the
mask assembly. The assembly is later used as an exposure fixture to create
the color phosphor dots on the faceplate.

Four photographic operations are required to apply the phosphors to the
faceplate and the black matrix between the phosphors. First, the interior of
the faceplate is coated with polyvinyl alcohol (PVA) and exposed to ultra-
violet light through the holes in the mask assembly.  The exposed area of the
PVA is cured by the ultraviolet light, causing it to stick to the panel. The
unexposed area is washed away using a spray of deionized water. After drying,
the faceplate is coated with a graphite solution called dag, and is rinsed in
hydrogen peroxide that attacks the cured PVA through the dag. Using a water
spray, the dag covering the PVA dots is washed away, leaving only the dag
applied directly to the glass. The selective pattern of dag on the glass
forms a black matrix pattern, which is designed to enhance the tube’'s contrast
and light output.

1/ Whereas the standard color picture tube has tended to have rounded corners,
the full square tube has square corners.

2/ Whereas the standard color picture tube has a convex faceplate, flat square
tubes have faceplates that are nearly perfectly flat as well as having square
corners.

3/ The text in this section of the report is in part obtained from a brochure
entitled "The Making of a Color Picture Tube,” Second Edition, July 1985,
published by Zenith Electronics Corp. Most color picture tubes are produced
in basically the same manner.



Figure 3.--Color television picture tube manufacturing process.

Testing and Finishing

!
}
!
1

Zenith Electronics Corp.

Source:
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Next, the interior of the faceplate is coated with a slurry of green
phosphors and dried. The coating is exposed to ultraviolet light through the
holes in the mask assembly, with the angle of the light source simulating the
angle of the green cathode in the electron gun. The exposed portions of the
phosphorescent coating harden and stick to the’ glass. The unexposed portions
are washed away with deionized water. These steps are then repeated using red
and blue slurries. After the three types of phosphors are applied, the
interior of the panel is sprayed with lacquer and coated with a thin layer of
vapor-deposited aluminum.

The next step in the production process is the preparation of the
funnel. It begins with an application of conductive graphite to the inside of
the funnel. After the graphite is dried, a lead paste, called frit, is
applied to the flat surfaces of the funnel, which then is mated to’'a
faceplate. The frit is cured and the funnel and the faceplate,fcoﬁtaining the
mask assembly and a magnetic shield, are placed in an assembly fixture. The
two pieces are aligned and the fixture is placed in an oven. In the oven, the
frit melts, bonding the faceplate to the funnel. B

The final steps in the production process include the insertion of the
electron gun in the neck of the funnel and the evacuation of the air in the
tube through a vacuum process. A metal band is then wrapped tightly around
the panel of the tube in order to provide protection against an implosion of
the tube. The banded tube is then cleaned and dried, and its funnel is coated
with dag. Finally, electronic tests are performed to ensure that the tube is
in good working order. '

Like product issues

Domestically produced color picture tubes tend to be similar in’
characteristics and uses with imported tubes. In general, all picture tubes.
are made of the same materials, perform the same function, and tend to have a
similar production process. However, there are some areas of contention among
petitioners and respondents in these investigations concerning the issue of
like product, 1/ including whether there is one like product encompassing all
sizes of color picture tubes or whether there ‘are different like products
based on screen sizes and specifications, and particularly whether or not’
color picture tubes of screen sizes of 30 inches and over are separate like
products from smaller color picture tubes. 2/  In addition, Sony Corp. ‘
contends that the Trinitron tube produced by Sony is. not a like product with
other picture tubes and occupies a "discrete and insular segment of the

market,” and hence it should be excluded from any affirmative determinations
in these investigations.

Screen sizes of 30 inches and over.--Respondents contend that color
picture tubes of 30 inches and over are a product distinct from color picture

1/ Section 771(10) of the Tariff Act of 1930, as amended (19 U.S.C. §
1677(10)), defines the like product as a product.which is like or, in the
absence of like, most similar in characteristics and uses with, the article
subject to an investigation.

2/ Mitsubishi contends that its 35-inch color picture tubes are a separate
like product from the color picture tubes produced in the United States.
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tubes of a smaller size, and thus should not be considered a like product. 1/
They contend that color picture tubes of 30 inches and over (1) have physical
characteristics that are distinctive in size, weight, design, complexity of
technology, components, and value added; (2) have fundamentally different
manufacturing facilities, production technology, and employees; (3) are
perceived to be different from other tubes by customers and producers; and
(4) are not interchangeable with, or substitutable for, smaller picture
tubes. 2/

Petitioners contend that color picture tubes of 30 inches and over use
the same technology as smaller color picture tubes, perform the same
functions, are sold in the same channels of distribution, are produced with
the same technology as smaller tubes, and simply represent an evolution of
size.

The production of large-screen color picture tubes requires at least an
investment in certain new equipment, including equipment for faceplate
screening, banding, and handling. The handling equipment is required because
of the increased glass weight of the larger tubes and the need to improve the
structural integrity of the tubes against potential implosion.

The demand for color picture tubes having larger video display diagonal
screens is clearly increasing. As the display diagonal of a color picture
tube is increased, the viewing becomes proportionally larger. For example, a
shift from a 19-inch screen to a 27-inch screen represents a 42-percent
increase in the display diagonal, but a 102-percent increase in the viewing
area.

The Sony Trinitron tube.--Counsel for Sony contends that the Sony tube is
not a like product with other color picture tubes because, according to Sony,
(1) it differs radically from conventional shadow mask tubes in its essential
components, including the electron gun, the color selection mechanism
(aperture grille), the shape of the screen, and other differences; (2) the
production process differs markedly from that of conventional tubes; (3) the
Trinitron is not interchangeable with conventional tubes; and (4) the
Trinitron provides superior performance and is recognlzed as unique by
consumers and television dealers. 3/

U.S. tariff treatment

Color picture tubes classified in TSUS item 687.35.--Color picture tubes
are classified in TSUS item 687.35 and statistically reported under several
Tariff Schedules of the United States Annotated (TSUSA) items depending on

1/ This contention first appeared in the joint prehearing brief of Weil,
Gotshal & Manges on behalf of Matsushita, Hitachi, Mitsubishi, and Toshiba.

2/ There is no U.S. production of color picture tubes of 30 inches and over.

A discussion of the prospects for such production is presented in the section
of this report entitled "U.S. capacity, production, and capacity utilization.”
3/ App. E of the petitioners’ posthearing brief mentions "the Sony tube, which
utilizes a different technology and construction, and for which no substitutes
apparently exist.”
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their viewable diagonal dimensions. 1/ Color picture tubes having a video
display diagonal of 12 inches and under are reported under TSUSA item
687.3512, and those having a video display diagonal of greater than 12 inches
are reported under the following TSUSA items: 13 inches, 687.3513; 14 and 15
inches, 687.3514; 16 and 17 inches, 687.3516; 18 and 19 inches, 687.3518; and.
20 inches and over, 687.3520. 2/

The column 1 rate of duty 3/ for color picture tubes entered under TSUS
item 687.35 is 15 percent ad valorem. 4/ The rate of duty was not subject to
concessions negotiated during the Tokyo Round of the Multilateral Trade
Negotiations. Imports from each of the four countries covered by the current
investigations are subject to the 15 percent rate of duty.

The U.S. Customs Service (Customs) classifies color picture tubes on the
basis of chief use. 5/ 1In order to distinguish color television picture tubes
from other cathode ray tubes, Customs has ruled that a cathode ray tube having
a shadow mask aperture (pitch) of greater than 0.31 millimeter is a color
television picture tube. A color tube with a mask aperture of 0.31 millimeter
or smaller is considered a display tube, which is classifiable under TSUS item
687.54 and is not covered under these investigations. Customs has also ruled
that a cathode ray tube having an electron gun optimized for spot sizes of 0.1
millimeter or smaller is not a "color television picture tube” for tariff

1/ To determine the video display diagonal, measurements are taken of the
maximum straight line dimension across that part of the faceplate used for
display, and are rounded to the nearest inch. Measurements falling exactly on
the 1/2 inch are rounded to the next larger integer.

2/ Picture tubes for projection televisions are not classified as color tubes
because they consist of three monochrome tubes that each project images in
only one color (either red, blue, or green). Such monochrome tubes do not
produce color images for direct viewing. Instead, color images are produced
on a projection screen by the integration of the three separate monochrome
light sources via a series of magnifying and deflecting mirrored lenses. Such
tubes by definition are monochrome tubes, and not color tubes, and thereby are
not included in the scope of these investigations.

3/ The rates of duty in col. 1 are the most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(d) of the TSUS. Imports
classified in TSUS item 687.35 are not eligible for preferential tariff
treatment under the Generalized System of Preferences (GSP) but are eligible
for duty-free treatment under the Caribbean Basin Economic Recovery Act
(CBERA) and, if products of Israel, are subject to preferential tariff
treatment (currently 4.8 percent ad valorem) pursuant to the United
States-Israel Free Trade Area Implementation Act of 1985. The col. 2 rate of
duty that -applies to certain Communist countries is 60 percent ad valorem.

In addition, pursuant to the Omnibus Budget Reconciliation Act of 1986, a
user fee (to cover the cost of the U.S. Customs Service's processing of
imports) of 0.22 percent ad valorem on most imports went into effect on
Dec. 1, 1986.

4/ A provision in sec. 811 of H.R. 3, Omnibus Trade and Competitiveness
Legislation, would suspend the duty on color picture tubes of less than 12
inches through Dec. 31, 1990, and would suspend the duty on color picture
tubes of 30 inches and over through Sept. 30, 1988.

5/ The Customs ruling concerning the classification of color picture tubes on
the basis of chief use is presented in app. D. '
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purposes. Customs has also identified other dlstlngulshing features between
color picture tubes and other cathode ray tubes.

Color picture tubes classified in TSUS item 684.96.--The petitioners in
these investigations requested the Department of Commerce also to include in
the scope of the investigations those color picture tubes that enter the

"United States as parts of color television receiver kits and as parts of
incomplete color television receivers. Color television receiver kits contain
all parts necessary for assembly into complete color television receivers and
are provided for in TSUSA item 684.9655. 1/ Incomplete receivers contain
electronic components in addition to color picture tubes and are provided for
in TSUSA items 684.9656, 684.9658, and 684.9660, depending on the color
picture tube screen size. 2/

The current column 1 rate of duty for color picture ‘tubes entered under
TSUS item 684.96 is 5 percent ad valorem. 3/ Imports from each of the four
countries covered by the current investigations are subject to the 5 percent
rate of duty. 4/

With regard to color picture tubes imported as parts of color television
receiver kits, Commerce, in its final LTFV determinations, excluded such tubes
from the scope of the investigations, except for color picture tubes produced
in Japan that are shipped through Mexico and imported into the United States
as parts of kits. 5/ Commerce excluded color picture tubes imported as parts
of kits from the scope of the investigations because it previously found 'in -
the Japanese (46 F.R. 30163, June 5, 1981) 6/ and Korean (49 F.R. 18336,

Apr. 30, 1984) television receiver cases that kits are to be treated for

1/ Prior to 1985, this was TSUSA item 685.1455.
2/ Prior to 1985, these were TSUSA items 685.1456, 685.1458, and 685.1460,
respectively.
3/ A provision in sec. 811 of H.R. 3, Omnibus Trade and Competitiveness
Legislation, would require that all color picture tubes imported as parts of -
color television receiver kits or as parts of incomplete color television - -
receivers be classified separately as color picture tubes under TSUS item
687.35, i.e., would be dutiable at the 15 percent ad valorem rate for color
picture tubes rather than at the 5 percent rate for kits and incomplete
receivers. The provision would also suspend the duty on color picture tubes
of less than 12 inches through Dec. 31, 1990, and would suspend the duty on
color picture tubes of 30 inches and over through Sept. 30, 1988.
4/ Imports classified in T8US item 684.96 are not eligible for preferential -
tariff treatment under the GSP but are eligible for duty-free treatment under
the CBERA and pursuant to the United States-Israel Free Trade Area
Implementation Act of 1985. The col. 2 rate of duty that applies to certain
Communist countries is 35 percent ad valorem.
5/ A discussion of the issue of transshipment through Mexico is presented in
the section of this report entitled "U.S. tariff treatment of Japanese color
picture tubes in kits and incomplete recelvers entering the United States from
third countries such as Mexico.”
6/ The original antidumping duty order on color television receivers from
Japan was published in the Federal Register on Mar. 10, 1971 (36 F.R. 4597).
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purposes of the antidumping statute as telev151on receivers, not as a
collection of individual parts. 1/

With regard to color picture tubes imported as parts of incomplete color
television receivers, Commerce, in its final LTFV determinations, included
such tubes in the scope of the investigations on Canada and Singapore unless
both of the following criteria are met: (1) the color picture tube is
"physically integrated” with other television receiver components in such a
manner as to constitute one inseparable amalgam; and (2) the color picture
tube does not constitute a significant portion of the cost or value of the
items being imported. Commerce included color picture tubes imported as parts
of incomplete color television receivers in the scope of the investigation on
Korea unless both of the above-stated criteria are met or unless such
tubes/incomplete receivers are already covered by the antidumping duty order
on color television receivers from Korea (49 F.R. 18336, Apr. 30, 1984).
Commerce included color picture tubes imported as parts of incomplete color
television receivers in the scope of the investigation on Japan unless such
incomplete color television receivers are already included within the scope of
the antidumping duty finding on television receivers from Japan; 2/ Commerce
has also included in the scope of the investigation color picture tubes
produced in Japan that are shipped through Mexico and imported into the United
States as parts of incomplete receivers.

Effect of the antidumping duty order on color television receivers from
Korea .on the color picture tube investigation on Korea.--The antidumping duty
order on complete and incomplete television receivers from Korea 3/ was issued
by Commerce pursuant to the Commission’s affirmative determination in April
1984 that an industry in the United States was materially injured by reason of
imports from Korea and Taiwan of color television receivers, provided for in
items 685.11 and 685.14 of the TSUS, which had been found by Commerce to be
sold in the United States at LTFV. Shortly after the antidumping duty order
was issued, Samsung Electronics America, Inc., requested a ruling from :
Commerce that Korean color picture tubes that would be later combined with
Korean circuit boards, but would be entered in separate shipments, were not
within the scope of the television order. On January 9, 1986, in order to
avoid possible circumvention of the antidumping duty order Commerce suspended

1/ However, Commerce stated in its final LTFV determinations on Canada and
Singapore that it would determine in any future administrative review on color
picture tubes from Canada and Singapore whether. factual circumstances similar
to those found in the Japanese color picture tube investigation warrant
including kits from Canada and Singapore as transshipped color picture tubes.
2/ 1f what is being imported is capable of receiving “a broadcast television
signal” and producing "a video image,” Commerce has previously determined that
such merchandise is included within the Japanese television finding (46 F.R.
30163, June 5, 1981). 1In addition, Commerce has found that it takes six major
television components to "receive a broadcast signal and produce a video
image.” These are (1) the cathode ray tube, i.e., the color picture tube; (2)
the tuner(s); (3) the main printed circuit board; (4) the chassis assembly;
(5) the flyback transformer; and (6) the deflection yoke (46 F.R. 30167,

June 5, 1981).

3/ Commerce’s antidumping duty order notice covered the TSUSA items applicable
to complete and incomplete color television receivers, but did not include the
TSUSA item applicable to color television receiver kits; however, the notice
also stated that "this investigation is intended to cover all color television
receivers regardless of tariff classification.”
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liquidation of (but did not require the collectlon of cash deposits on)
entries from Korea of color picture tubes and ‘printed circuit boards or
assemblies containing certain electronic-componerits.

In October 1986, Commerce clarified ‘the séope of the television order,’
stating that the term "incomplete color television receiver” in the Korean
color television receiver antidumping duty order includes color picture tubes.
and printed circuit boards, whether these-components have been assembled prior
to importation or are assembled subsequent to importation. Furthermore,
Commerce held that these comporients conistitute an incomplete television
receiver even if they are not 1mported s1mu1taneously, as long as they are
subsequently combined to form an incompléte télevision receiver. 1/ :
Accordingly, on October 31, 1986, Commérce notified the U.S. Customs Service
that cash deposits were henceforth to be collected on the articles covered in:
the January 9, 1986, suspension. of liquidation.. 2/ The cash deposit rates
were 14.88 percent on Daewoo Electronics Co., Ltd:; 7.47 percent on Gold Star-
Co., Ltd.; 12.23 percent on Samsung Electronics Co., Ltd.; and 14.88 percent-
on all other firms except for Korea Electronics Co., Ltd., and Anam Electric
Industrial Co., Ltd., both of which weré excluded: ©On November 14, 1986/
Commerce published ‘in the Féderal Register (51 F.R. 41365) ‘the final results
of its administrative review on television receivers from Korea; the -
weighted-average margins and the applicable cash déposit rates were 3.49
percent on Daewoo Electronics Co., Ltd.; 1.37 percent on Gold Star Co., Ltd.;"
2.06 percent on Samsung Electronics Co., Ltd.; and 3.49 percent on any new
exporters since March 31, 1985. o SR ’ K . :

’

On November 26, 1986, the petition on the color picture tube
investigations was filed with Commerce and with the Commission. In Commerce's
notices of institution of antidumping investigations, it was tentatively
decided to include in the scope .of the investigations those ‘color picture .
tubes entered into the United States as parts-of color television receiver
kits and as parts of incomplete color television receivers.. On January 12; "
1987, the Commissioh made its affirmative preliminary determinations with -
respect to color picture tubes ‘as defined by Commerce, from Canada, Japan,
Korea and Singapore. b T ‘

On January 15, 1987, Commerce received létters from Samsung Electronic
Devices Co., Ltd; Samsung Electronics America, Inc.; and Samsung - .
International, Inc.; and on January 26, 1987, Commerce recelved ‘letters from
Gold Star Co., Ltd.; Gold Star Electronlcs International, Inc.; -and Gold Star
of America, Inc.; in which it was claimed that, according to Commerce!s scope
clarification of October 1986, imported color picture tubes and printed -
circuit boards constituted incomplete color television receivers and,
therefore, were already covered under the antidumping duty order on color
television receivers from Korea and should not be covered in the color picture
tube investigation.  Commerce, realizing that the inclusion of color. picture
tubes both in the antidumping duty order on Korean television receivers and in
any order that mlght be issued on color plcture tubes alone would most 11ke1y

i

1/ A copy of Commerce’s clarification memorandum is presented in app. E.
Commerce’s clarification is currently the subject of litigation at the Court:
of International Trade.

2/ A copy of Commerce’s notification té Customs concerning the clarification.
is presented in app. F.
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- result in the assessment of double duties on the. same merchandise and thereby
would constitute a violation of the United States’ international obligations
under the GATT antidumping code, tentatively determined to revoke the order on
incomplete color television receivers from Korea that are imported separately
and subsequently combined, and gave interested parties an opportunity to
submit oral or written comments on the tentative revocation (52 F.R. 6840,
‘Mar. 5, 1987). 1/ On July 1, 1987, after thorough analysis of the issues
presented by the overlapping scope of the antidumping duty order on color
television receivers from Korea and the Korean color picture tube
investigation, Commerce determined (52 F.R. 24500) not to revoke in part the
antidumping duty order on color television receivers from Korea. 2/ Commerce
determined that a partial revocation of the television receiver order was not
the appropriate means by which to resolve the issue of double coverage, and
determined that it would continue to include those color picture tubes and
printed circuit boards imported for assembly by a related party in the United
States within the scope of the antidumping duty order on color television
receivers from Korea.

In its final LTFV: determination nn color picture tubes from Korea,
Commerce reaffirmed that the scope of the color picture tube investigation on
Korea excludes those color picture tubes that fall within the scope of the
color television receiver antidumping duty order on Korea. However, Commerce
stated that if the scope determination of the color television receiver
antidumping duty order on Korea, which is currently under appeal, were
overturned, it would examine those items excluded by the court from tpe colorxr
television receiver order to determine whether or not they might be subject to
any order on color picture tubes.

U.S. tariff treatment of Japanese color picture tubes in kits and
incomplete receivers entering the United States from third countries such as
Mexico.--In its final determination of sales at LTFV of color picture tubes
from Japan, Commerce included in the scope of the investigation color picture
tubes produced in Japan that are shipped through Mexico and imported into the
United States as parts of color television receiver kits or as parts of
incomplete color television receivers. A substantial number of color picture
tubes produced in Japan are entering the United States from * * * Mexico. The
tubes are exported from Japan to Mexico, where they are matched with printed
circuit boards and other electronic components produced in Mexico and then are
exported to the United States as kits; the color picture tubes are not removed
from their packing boxes in Mexico. 1In its final LTFV determination on Japan,
Commerce treated these color picture tubes as Japanese tubes that are merely
transshipped through Mexico, and included them in its fair value calculations
on Japan. Although Customs for statistical.purposes views the kits containing

1/ A copy of Commerce’s notice is presented in app. G. Commerce’s notice did
not cover unliquidated entries of incomplete color television receivers,
imported separately, from Korea, which were entered, or withdrawn from
warehouse for consumption, prior to the date of publication in the Federal
Register of Commerce’s preliminary determination on color picture tubes from
Korea.

g/ A copy of Commerce’s notice is presented in app. H.
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such tubes as products of Mexico, it has since July 1, 1987, been collecting
cash deposits on the color picture tube portion of the kits. 1/

Nature and Extent of Sales at LTFV

On November 18, 1987, Commerce published in the Federal Register its
final determinations that color picture tubes from Canada, Japan, Korea, and
Singapore are being, or are likely to be, sold in the United States at LTFV.
Commerce'’s determinations were based on examinations of sales of color picture
tubes for the period June 1, 1986, through November 30, 1986. The final
weighted-average LTFV margins are presented in the following tabulation (in
percent):

Countries and exporters LTFV :margins
Canada:
Mitsubishi Electronics Industries '
Canada, Inc............00iiviuunrnnn 0.65
All others............cciiiiunenenn .65
Japan: '
Hitachi, Ltd........... ... ... 22.29
Matsushita Electronics Corp......... 32.91
Mitsubishi Electric Corp............ - 1.34
Toshiba Corp........... o i 33.50
All others..........ciiviinveeennnans 30.02
Korea:
Samsung Electron Devices Co., Ltd... 1.91
All others..........ciiviiinnnnnnnnn 1.91
.Singapore: '
Hitachi Electronic Devices
(Singapore) Pte., Ltd............. 5.33
All others........c.ciiiiiinnnnnnnn. 5.33

For each of the companies listed above, Commerce compared the United
States price with the foreign market value of such or similar merchandise. 1In
order to determine whether or not there were sufficient sales of the
merchandise in the home market to serve as the basis for calculating foreign
market value, Commerce established separate categories of such or similar
merchandise, based on the color picture tube size measured diagonally in
inches. Commerce considered any color picture tube sold _in the home market
that was within plus or minus two inches in screen size of the color picture
tube sold in the United States to be such or similar merchandise. The
methodologies used by Commerce in determining foreign market value and U.S.
price merit extensive discussion in Commerce’s notices, copies of which appear
in appendix C.

1/ Telephone conversation with a U.S. Customs import specialist in San Ysidro,
CA, Oct. 15, 1987. Although Customs has ruled that the imported products from
Mexico constitute kits for classification purposes, it has not specifically
ruled on the issues of substantial transformation or the country of origin of
those imports. See Customs’ letter regarding the classification of color
picture tubes entering from Mexico in app. I. '



A-16

Commerce’'s final LTFV determination on Canada

Commerce made an affirmative LTFV determination on sales of the only
Canadian producer of color picture tubes, Mitsubishi Electronics Industries
Canada, Inc. Mitsubishi's U.S. sales examined‘by Commerce for the period
June 1, 1986, through November 30, 1986, amounted to *%* tubes, valued at
§¥*k *%% tubes, consisting of - percent of the quantity and #*%* percent of
the value of sales, were found to be at LTFV.

Commerce's final LTFV determination on Japan

Commerce made affirmative LTFV determinations on sales of each of the
four Japanese producers for which data were requested. One of the four
producers, Toshiba Corp., notified Commerce that it would not respond to
Commerce’s questionnaire because it was moving its color picture tube
operation from Japan to the United States. Therefore, Commerce based its fair
value comparisons for Toshiba on the best information available, which is the
petition. A breakdown of the Japanese sales examined by Commerce for the

period June 1, 1986, through November 30, 1986, is presented in the following
tabulation:

Item Hitachi Matsushita 1/ Mitsubishi Total
U.S. sales...l1,000 units.. #¥%*% Fkk *kk *dk
U.S. sales

1,000 dollars.. **x% *hk *kk KKk
Sales at LTFV

1,000 units,. %% *kk *kk F*kk

Sales at LTFV C

1,000 dollars.. *** *kk *kk *kk

Share of quantity of
sales at LTFV 2/

percent. ., *%% *kk *hk kK
Share of value of sales )
at LTFV 2/..... percent.. %% *kk k% *h*

1/ Includes sales examined of Japanese color picture tubes considered by
Commerce to have been transshipped through Mexico.
2/ Based on unrounded data.

Note--Because of rounding, figures may not add to the totals shown.

Commerce’s final LTFV determination on Korea

Commerce made an affirmative LTFV determination on sales of Samsung
Electron Devices Co., Ltd., the Korean producer for which sales were
examined. 1/ Samsung's U.S. sales examined by Commerce for the period June 1,

1/ Since all of Gold Star’s sales during the period of Commerce'’s
investigation were covered by the antidumping duty order on Korean television
receivers, Gold Star was not included in Commerce’'s fair value comparisons.
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1986, through November 30, 1986, amounted to *** tubes, valued at $¥**, *¥kk
tubes, consisting of *** percent of the quantlty and *** percent of the value
of sales, were found to be at LTFV.

Commerce stated in its final determination on Korea that if the scope
determination of the color television receiver antidumping duty order on
Korea, which is currently under appeal, were overturned, it would examine
those items excluded by the court from the color television receiver order to
determine whether they might be subject to any order on color picture tubes.

Commerce’s final LTFV determination on Singapore

Commerce made an affirmative LTFV determination on sales of the only
producer in Singapore of color picture tubes, Hitachi Electronic Devices
(Singapore) Pte., Ltd. Hitachi’'s U.S. sales examined by Commerce for the
period June 1, 1986, through November 30, 1986, amounted to *** tubes, valued
at $¥%%% *%* tubes, consisting of **%¥* percent of the quantity and - percent
of the value of sales, were found to be at LTFV. 1/

The U.S. Market

The U.S. market for color picture tubes is derived from the demand by
U.S. manufacturers/assemblers of color television receivers; there were 19
such manufacturers/assemblers in 1986. 2/ Virtually all shipments of color
picture tubes, whether domestically produced or imported, are to color
television manufacturers/assemblers. A very small portion of shipments of
color picture tubes consists of tubes shipped to television dealers for
replacement and warranty purposes. In addition to the market for newly
manufactured color picture tubes, there is a secondary market for renewal and
rebuilt color picture tubes.

Apparent U.S. consumption

The data on apparent U.S. consumption of color picture tubes appearing in
table 1 are composed of U.S. producers’ total domestic shipments of color
picture tubes and imports of color picture tubes. Apparent U.S. consumption
of the quantity of color picture tubes decreased by 1.4 percent in 1985,

1/ Tubes produced in Singapore and imported * * * were not examined by
Commerce.

2/ The demand for color television receivers has increased markedly over the
past decade, as the television screen has become a central focus in the home
and an "all-purpose display device” for television programming, cable and pay
television, video games, home computers, video cassette recorders, and direct
satellite reception. (Electronic Industries Association (EIA), 1986
Electronic Market Data Book, p. 8.) The EIA states that new color picture
tube sizes and shapes have spurred the demand for additional color television
receivers.




Table 1

Color picture tubes: Apparent U.S. consumption, 1984-86, January-June 1986,
and January-June 1987 ‘

: January-June- -
Item : 1984 1985 1986 1986 1987

Quantity (1,000 units)

U.S. producers’ domestic

shipments: .
Intracompany transfers..... 8,583 7,429 et 3,624 Fkk
Commercial shipments....... 3,403 3,113 ok 1,812 ok

U.S. imports:
Of tubes imported
separately............... 793 1,701 2,322 1,193 583
Of tubes imported as parts :
of kits and incomplete
receivers................ 555 901 990 418 326
Total apparent consumption... 13,334 13,144 14,417 7,047 6,502

Value (1,000 dollars)

U.S. producers’ domestic

shipments:
Intracompany transfers..... 716,080 645,729 *%x* 317,571 *kk
Commercial shipments....... 267,003 261,782 **%x 150,753 *h%k

U.S. imports:
Of tubes imported
separately........ e 56,289 98,949 126,196 60,448 43,806
Of tubes imported as parts
of kits and incomplete ,
receivers................ 33,757 52,300 70,985 27,978 26,980
Total apparent consumption... 1,073,129 1,058,760 1,167,414 556,750 561,457

Note--Because of rounding, figures may not add to the totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce
and from data submitted in response to questionnaires of the U.S.
International Trade Commission.

increased by 9.7 percent in 1986, and decreased during January-June 1987 by

7.7 percent from the level of apparent U.S. consumption in the corresponding
period of 1986.

Further discussion of apparent U.S. consumption and of the market share
of imports by country and by screen size appears in the section of this report
entitled "Market penetration of imports.”
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U.S. producers

Six firms produced color picture tubes 1/ in the United States during the
period covered by these investigations. 2/ The six firms, the locations of
their establishments producing color picture tubes, their positions regarding
the petition in the color picture tube investigations, and their shares of

-U.S. production of color picture tubes in 1986 are presented in the following
tabulation: :

Position Share of U.S. pro-

Establishment on _the duction in 1986
Producers locations petition (Percent)
General Electric Co. 1/... Syracuse, NY * k% 2/ *kk
Philips ECG............... Ottawa, OH, * x * ;o *kk
Seneca Falls,
NY 3/
RCA Corp.................. Marion, IN * * % 2/ o kkk
: Scranton, PA
Sony Corp. of America..... San Diego, CA 4/ kK
Toshiba-Westinghouse
Electronics Corp. 5/.... Horseheads, NY 4/ *kk
Zenith Electronics Corp... Melrose Park, IL * * * *kk
Total...........ocvn.. : ‘ 100.0

1 General Electric Co. ceased to produce color picture tubes in * * % 1987,
_/*

3/ Productlon at the Seneca Falls plant was permanently discontinued in 1985.
The facility closed in 1987.

b/ * % %, . |

5/ Began production in November 1986. Toshiba-Westinghouse’s share of U.S.
production of color picture tubes in January-June 1987 was *** percent.

W N

General Electric paid $6.4 billion to acquire RCA 3/ in December 1985, and
in June 1986, the U.S. Department of Justice issued its approval of the merger
of RCA into General Electric. The consumer electronic products division of the
merged entity is currently being acquired by Thomson S.A., a French company.
Although General Electric and RCA have been a combined entity for approximately .
2 years, they are treated separately in the data and information presented in
this report.

General Electric.--General Electric Co., Cathode Ray Tube Operation,
produced color picture tubes in Syracuse, NY, until * * * 1987, when it
discontinued the production of such tubes. In point of fact, the cessation of

1/ In addition to the six producers of color picture tubes, there are nine
firms involved in the renewal and rebuilding of color picture tubes (U.S.
Department of Commerce, Bureau of the Census, Current Industrial Reports,
Semiconductors, Printed Circuit Boards, and Other Electronic Components, 1986).
2/ In August 1987 Matsushita of Japan announced plans to produce color
picture tubes in the United States by 1989. * * * % % %,

3/ Fortune, July 6, 1987, p. 50.
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production occurred over about a 2-year period. In * * * 1985, General
Electric had ceased to produce 10-inch and 13-inch color picture tubes owing
to "severe and intense” price competition, and * * *., General Electric
continued to produce 19-inch through 26-inch color picture tubes 1/ in
Syracuse, mainly for its color television receiver facility in Portsmouth,
VA. 1In October 1985, General Electric announced that it would cease to
produce color television receivers (it discontinued the bulk of its television
receiver production in September 1986, and the last production run (a special
order) was completed in November 1986), but would supply color picture tubes
to Matsushita Electric Corp., Franklin Park, IL, that would produce color
television receivers under the General Electric brand name. 2/

As previously stated, General Electric acquired RCA, whose color picture
tube facilities in Scranton, PA, and Marion, IN, were reportedly larger and
more efficient than General Electric’s. An official of General Electric
stated that its decision to discontinue the production of color picture tubes
was not directly related to its takeover of RCA. 3/ The official stated that
General Electric’s facility in Syracuse had been operating in-a "survival mode
(for) some time.” General Electric's cathode ray tube operation manager,
Ronald Hughes, stated that the ”"decision to withdraw from a highly
price-sensitive market” was made because "the relatively small production
volume in the Syracuse facility made it -difficult for our operation to compete
effectively.” 4/ A company statement said that the decision to cease
production reflected "difficulty . . . experienced during recent years in the
highly competitive cathode ray tube industry.” 5/ * * %,

Philips ECG.--Philips ECG (Philips), Seneca Falls, NY, is a wholly owned
subsidiary of North American Philips Corp., which in turn is * * * owned by
Philips N.V. of the Netherlands. A second subsidiary, North American Philips
Consumer Electronics Corp., manufactures color television receivers in
Tennessee under the brand names Magnavox, Philco, and Sylvania.

Philips discontinued the production of color picture tubes at its Seneca
Falls, NY, facility in 1985 and consolidated production in its Ottawa, OH,
facility "* * % " a5 stated in a letter attached to Philips' questionnaire
response in the preliminary investigations. Philips * * %, 6/ o

Most of Philips’ production duriﬁg the period covered by these

investigations has been' in the * * *_ Philips introduced a * * *_ 7/
* ok ok, 8/ Kk * k, ' . :

1/ General Electric had two production lines for 19- and 20-inch color picture
tubes and one production line for 25- and 26-inch tubes.

2/ Television Digest With Consumer Electronics, Oct. 21, 1985.

3/ Television Digest With Consumer Electronics, Nov. 17, 1986.

4/ Ibid. .

S5/ Ibid.

6/ As related by representatives of Philips in a meeting with a member of the
Commission staff on Aug. 27, 1987.

7/ Philips has certain production equipment * * *.

8/ North American Philips’ Annual Report 1986 (p. 8) states that Philips has
programs to advance mechanization, automation, flexibility, and quality at its
central facilities in Ottawa, OH, and that a new projection television tube
and medium- and high-resolution designs are under development to meet the
market demands of the 1990's.
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sRCA Corp.--RCA Corp 's Video .Component and Display Division produces
* * % color picture tubes at its facility in Marion, IN, and * * * color
picture tubes at its facility in Scranton, PA. 'RCA began to * * *. RCA also
has wholly owned subsidiaries in Brazil (RCA Electronica Ltda., Jaguare, .
Brazil) and Mexico (RCA S.A. de C.V., Mexico City) that produce color picture
tubes. RCA closed its Canadian color picture tube plant in December 1982; the -
plant was purchased in 1983 by Mitsubishi..

* % % sizes in recent years The Scranton plant is * % *, "RCA is a
vert1ca11y integrated producer and manufactures glass for its picture tubes in
Circleville, OH. RCA #* % %,  .% % %,

Sony. --Sony Manufacturing Co. of America produces color picture tubes at
its plant in San Diego, CA. Sony Manufacturing Co.'s parent company is Sony
Corp. of America, New York, NY, which in turn is wholly owned by Sony Corp.,
Tokyo, Japan. Affiliated companies that .produce color picture tubes are Sony
Inazawa Corp. and Sony Mizunami Corp in Japan ‘and The Bridgend Plant in
Wales, United Klngdom ‘ot .

Sony is the only U.S. producer of color picture tubes that does not make
any commercial-sales of color picture tubes * % % The Sony tube, known as
the Trinitron tube, is reportedly. unique and cannot be used in the telev151on
receivers produced by companies, other than Sony without extensive retoollng,
in any case,.Sony has a corporate policy of not licensing Trinitron production
to other companies. Likewise, the Trinitron tube is the only tube that will
function in Sony’s color. television receivers. 1/ Sony s * k¥, _/ The
foreign * * *, : e o -

Toshiba Westlnghouse --Toshiba Westlnghouse Electronics Corp has
produced color picture tubes in. Horseheads NY, since November 1986. _/ An
affiliated firm is Toshiba America Inc.,. Lebanon, TN which produces color
television receivers. 4/ Toshiba- Westlnghouse is a joint venture * * * by
Toshiba Corp.-,- Tokyo, Japan and * * * by, Westinghouse Electric. Corp.,
Pittsburgh, PA. 5/ Toshiba Corp. also produces, color picture tubes in Fukaya
Japan and Himeji, Japan

_/ Sony was the first Japanese firm to begin television production in the
United States. 1In 1972, the company constructed a 5-line final assembly plant
An San Diego, CA, where its color -tube manufacturing commenced in 1974

2/ Sony has * * % - It has. ¥ * ¥, % % %,

3/ Westinghouse ceased color tube production at the Horseheads plant during
1976, but still maintained monochrome tube production there; * * % =

4/ Toshiba America, Inc., Lebanon, TN, * * %, However, representatives of
Toshiba-Westinghouse appeared as w1tnesses for ‘the respondents in the publlc
hearing in these investigations. w

5/ The venture and plan required an immediate phase I” refurbishing of the
existing Westinghouse facility, and also called for a. further "phase II”
construction, with total expenditures estimated at $100 m11110n (Television
Digest With Consumer .Electronics, Dec. 17, 1984, .p. 8). Phase 1I plans for
the company * * * (telephone conversation ‘with Robert Kaemmerer marketlng
.director, Toshiba-Westinghouse Electtonics, Dec. 11, 1986). As of Nov. 3,
1987, * * *...Representatives of Toshlba Westinghouse stated to members of the
Commission staff on Aug. 24, 1987, that if pending U, S. import 1egislat10n
banning imports from Toshiba is enacted,.it would * }}*

. 3,
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Toshiba- Westinghouse produces color picture tubes in the * * *x, 1/ The
tubés are supplied to * * *, :

Toshiba- Westinghouse has purchased * % *k, 2/ * % %, Toshiba-
Westinghouse is in the ‘process of * k%,

Zenith.--Zenith Electronics Corp., Clenview;'IL, produces color picture
. tubes at its Rauland Division in Melrose Park, IL. Zenith's principal tubes
produced are in the * * *,'3/ * * % 4/ According to Zenith, * * * 5/

Zenith * * %, It * * %, Zenith * * % - % % %,

U.S. importers

Twelve firms accounted for virtually all of the imports of color picture
tubes from Canada, Japan, Korea, and Singapore during 1984-86. The Commission
sent questionnaires to each of the 12 firms and also to several other firms
identified as possible importers. All the known major importers provided data
in response to the Commission's questionnaire; virtually all these importers
. are manufacturers/assemblers of color’ television receivers in the United
States. The 10 major importers and their respective shares in 1986 of total
reported imports are presented in table 2. The principal importers from each
of the countries covered by the- investigations are discussed below.

Canada. --There are only two 51gn1ficant importers of color picture tubes
from Canada: Mitsubishi Electric Sales America, Inc., Cypress, CA, and
¥ % k. % x *. Mitsubishi is the principal importer, accounting for #*¥*
percent of the quantity of teported imports of color picture tubes from Canada
in 1986. Mitsubishi’s imports consist principally of * * * tubes imported
from the only €anadian producer ‘of color picture tubes;, Mitsubishi Electronic
Industries Canada, Inc. Mitsubishi also’ imports ‘some color picture tubes from
Japan. Mitsubishi cited "* % %" ag being "very important" reasons for its
importation of color picture tubes:.

* % % imports of color picture tubes from Canada have been confined to
— : SRS A _ . ‘ .

Japan. - -The two principal 1mporters of color picture tubes from Japan are
* * * % % * accounted for *** percent of the quantity of reported imports of
color picture tubes from Japan in- 1986,“and * * * accounted for *%* percent.
* % % % * % Mexico, and then imported into the United States as parts of
color television_reCeiver kits that are viewed by the U.S. Customs Service for

1/ Toshiba-Westinghouse’'s * * *, % * *,

2/ As stated by representatives of Toshiba -Westinghouse in an Aug 24, 1987,
meeting with members of the Commission staff.

3/ Presently, Zenith has * * %, % % % % % % % % %,

4/ The data provided by Zenith in response to the Commission’'s questionnaire
include data for tension.mask tubes.

5/ Zenith has entered into an agreement with C. Itoh & Co., a Japanese trading
concern, whereby C, Itoh'w111 distribute flat tension mask tubes to
original-equipment. manufacturers in Asia. C. Itoh said that it plans to sell
about 100,000 of the tubes in the first year (New York Times, Sept. &4, 1987).
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Table 2

Color ‘picture tubes: 1/ MaJor u. S importers and their shares of the quantity
of reported 1986 imports ‘ -

Importer : : -~Source of imports Share of total imports
) N : : o - Percent " '
*ok ok L e e * % * *kk

Lo * % % *kk

* ok kL i i * % % *kk

* ok ok e * % % Fkk

ok ok, * k% Fkok

ok ok e et e IR Fkk

ok oKL i el ok k ok Fkk

R * * % *kk

ok ki e e * % & *kk

* ok ok L e e e * * % *kk

All others..... }.......,.... Various . o 4.7 -

Total..,........ e . . ‘ 100.0

1/ Includes imports of color picture tubes as parts of kits and incomplete'
receivers. A o

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

statistical purposes as products of Mexico. Most of * * * imports have
consisted of * * %, * * % cited * * * as being "very important" reasons for
its importation of color picture tubes. . o

*okk, ok kook The principal tube sizes are * * *;, % * * cited * * *
for its importation of color picture tubes. : "’ '

Korea.--The only significant importers of color picture .tubes from Korea
are Gold Star of America, Inc., Huntsville, AL; Samsung Electronics America,
Inc., Saddle Brook, NJ; Samsung International, Inc., Ledgewood, NJ; and
Samsung Pacific International, Inc., LaMirada, CA. 1/ Gold Star accounted for
*** percent of the quantity of reported total imports of color picture tubes
from Korea in 1986, Samsung Electronics accounted for *** percent, Samsung
International accounted for *** percent, and Samsung Pacific International
accounted for *** percent. * * * are used in their own production of color
television receivers -in the United States and are excluded from the scope of
the color picture tube investigation on Korea because their imports are
already covered by: the outstanding antidumping duty order.on complete and
incomplete television receivers from Korea. * * *; 2/ % * %,

1/ Imports of the three Samsung companies are * * %, 6 % * %,
2/ * * *, .
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Singapore.--The only significant importers of color picture tubes rrom -
Singapore are Hitachl America, Ltd., Tarrytown, NY, and * * *, Hitachi
accounted for *** percent of the quantity of reported imports of color picture
tubes from Singapore in 1986, and * * * accounted for *** percent. All
imports were from the only known producer of color picture tubes in Singapore,
Hitachi Electronics Devices (Singapore) Pte. , Ltd. Hitachi America also
imports color picture tubes from Japan. Most of Hitachi's aggregate imports
* % % Hitachi cited "* * *” as being "very important” reasons for its
importation of color picture tubes. :

* * % imports from Singapore all consist of * * %, & % & & & &,
* % *, % * % has also imported color picture tubes from Japan during the
period covered by the investigations. * * * cited "* * % 7 1/ "% % *" as
being "very important” reasons for its importation of color picture tubes.

Channels of distribution

Color picture tubes manufactured by the U.S. producers are shipped on a
transfer basis to their affiliated television receiver production operations
and also shipped on a commercial basis to the merchant market. -Commercial
shipments accounted for 28.4 percent of the quantity of U.S. producers’ total
domestic shipments in 1984, 29.5 percent in 1985, *** percent in 1986, 33.3
percent during January-June 1986, and *** percent in the corresponding period
of 1987. Related-party, or captive, transfers accounted for the remainder of
U.S. producers’ domestic shipments The U.S. producers’ commercial sales are
to unrelated color television manufacturers, including manufacturers that
import color picture tubes. Some of the U.S. color picture tube producers
import and/or purchase imported color picture tubes from countries covered by
the investigations (see the-section of this report entitled "U S. producers’
purchases of color picture tubes”).

Most imports of color picture tubes are consumed by U.S. television
receiver manufacturing operations that are related to foreign color picture
tube producers; such imports are essentially captive transfers. Among the 10

major U.S. importers in 1986 only * % % has no overseas color picture tube
manufacturing operations. * * %

Considbration of Alleged Material Injury

In order to gather data'on the question of material injury.to the U.S.
industry producing color picture tubes, questionnaires were sent to the six
firms that produced such tubes during any part of the period January 1, 1984,
through June 30, 1987. Each of the six firms provided the requested data in
response to the Commission’s questionnaire. Accordingly, the data appearing
in this section of the report represent 100 percent of the U.S. industry
producing color picture tubes during the period covered by these
investigations.

1/ * % * stated that "% * *x ~
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U.S capaclty, productlon and capaclty utlllzatlon

U.s. producers ‘end:of- period aggregate capac1ty to manufacture color
picture. tubes decreased by 5.7 percent ‘in '1985, increased by 4.2 percent 1n‘
1986 to a level below that of 1984, and decreased by 1.4 percent during .
January -June - 1987 compared with the level of’ capacity in the corresponding
period of 1986 (table 3). 1/ U.S. producers’ average-for-period aggregate.
capacity decreased by 0.7 percent in 1985 and by 2.4 percent -in 1986, and_
increased by 7.0 percent in January-June;1987 compared with the level of
capacity in' the corresponding perlod of the previous year ‘The! reported
capacity data are influenced by shifts in the mix of screen sizes produced.

The data also disguise the industry’'s expenditures (see the ‘section of this
report entitled "Capital expenditures”) .on retoollng and 1ncreased automatlon,
and disguise the degree of activity in plant expansions and c1051ngs w1thin
the industry since 1984., General Electric closed * * *, and shut. down' the
remainder of its color picture tube fac111t1es, representlng an average ‘annual
capacity of *** tubes, in * * * 1987. Philips * * *, 2/ and moved the line to
its facility in Ottawa OH, where the line was reinstalled and brought ‘into
production in * * *. 3/ 1In September 1985, Philips * * ¥, RCA"* * * and Sony
* * ¥, Toshiba-Westinghouse’'s commencement of color p1cture tube productlon
in November 1986, with an annual capacity of * * *, T

U.S. production of color picture tubes decreased by 13.4 percent in 1985,
increased by 7.9 percent in 1986 to a level 6.5 percent below that of 1984,
and increased by 6.9 percent during January -June 1987 compared with the level
of production in the corresponding period of 1986. Product;on data. for each
of the producers are presented in table 4. -~

For each of the pfoducefs'*”i'

U.S.'producers' aggregate capac1ty ut111zat10n decreased in 1985 and -
increased in 1986 ‘to levels'below the levels ‘of capacity- utilization. in 1984
End-of- perlod capaclty utilization increased as of June 30, 1987, compared -
with the level of capacity utilization on June 30, 1986. Average_for:perlodﬂ
capacity utilization was unchanged in January-June 1987 compared with the
level of capacity utilization in the corresponding period of the previous
year. Capacity utilization rates during 1984:86 varied :significantly by . _
producer and by peériod, with * * 3 4/ Toshiba- Westlnghouse s réported * * %
capacity utilization for January-June 1987 (the only period for which it had
significant production) was *** percent on an average for perlod ba31s

1/ Capacity" reported herein is somewhat greater than capac1ty presented in the
preliminary 1nvest1gatlons because .in the prellmlnary investigations * % .* was
adjusted downward to reflect * K * "normal" operatlng level of * ¥ %
However, in these final 1nvest1gat1ons * * % has: been accepted as a reallstlc
level of capac1ty that can be. reasonably atta1ned Ain.view of avallable
machinery and equipment,. labor and ,other factors of production.” .

2/ Philips’ average annual_capac1ty in, Seneca Falls for 11984, (the 1ast full
year of operation) was *¥* color p1cture “tubes". - :

3/ Philips was assisted in its $2.5 million relocation expense by a

$1.4 million loan, payable over 7 years with interest at the rate of 7-1/2
percent per year, from the Department of Development of the State of Ohio.

The loan is secured by a lien on certain of the machinery and equipment at the
Ottawa facility. o
4y * % %,
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Table 3

Color picture tubes: U.S. producers’ capacity, 1/ production, and capacity
utilizdtion, 1984-86,. January-June 1986, and January-June 1987

January-June- -

Item = . : 1984 1985 1986 1986 1987

Capacity:
Encd-of-period: .
1,000 units............... 17,394 16,409 17,097 8,412 8,291
Percentage change......... - 5.7 4.2 - -1.4
Average-for-period: : o
1,000 units........ veeei.. 16,984 16,864 16,452 8,185 - 8,757
Percentage change ......... - -0.7 -2.4 - 7.0
Production: '
1,000 units................. 12,565 10,879 11,743 6,083 6,505
Percentage change....... e - -13.4 7.9 - 6.9

Capacity utilization:
On the basis of end-of-
period capacity:

Percent 2/........ eeees 72,2 66.3 68. 72.3 78.5
- Percentage change....... . -8.2 3 : 8.5
On the basis of average-
" for-period capacity: C s '
Percent 3/.............. 74.0 64.5 71.4 - 74.3 74.3
Percentage change....... - -12.8 -~ 10.6 “ 4/

1/ Capacity reported herein is somewhat greater than capacity presented in the
preliminary investigations because in the preliminary investigations * * * was
adjusted downward to reflect * * * "normal” operating level of * * *,

However, in these final investigations, * * * has been accepted as a realistic
level of capacity that can be reasonably attained in view of available
machinery and equipment, labor, and other factors of production * * *,

2/ 1f * % *,

3/ If * * *,

4/ A decrease of less than 0.05 percent.

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

D

Establishment product lines.--Most of the U.S. establishméfits in which
color picture tubes are produced are engaged only in the production of color
plcture tubes and other cathode ray tubes and components. General Electric
produced only color picture tubes in its Syracuse, NY, facility, and
Toshiba-Westinghouse produces only color picture tubes in its Horseheads, NY,
facility. Philips produced * * *, RCA has produced * * *, Zenith has
produced * * *, % * *  Sony produces color television receivers, but on
separate equipment and with separate employees from color picture tube
production.
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Table 4
Color picture tubes: U.S. production, by firms, 1984-86, January-June 1986,
and January-June 1987

(In thousands of units)

January-June- -

"Firm 1984 1985 1986 1986 1987
General Electric............. *dkk Fhk *kk *%k *kk
Philips..........ovvvvinnn. *kk kK *dk Fkk ok
RCA. ... i *kk Fkk *xk Kk Tk
SONy. . i e ok Fhk Fhk Fkk Kxk
Toshiba-Westinghouse......... 0 0 *kk 0 it
Zenith........... ... ... ... .. faakad *kk il *kk *kk
Total.......covcvvinneenn. 12,565 10,879 11,743 6,083 6,505

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

Production of color picture tubes 30 inches and over.--There is currently
no U.S. production of color picture tubes of 30 inches and over. However,
indications are that such production may begin within the next 2 years.
Philips announced the future availability of a 31-inch tube to customers
during the summer Consumer Electronics Show held in Chicago in June 1987; a
description of the availability of the new product entitled "31V Development
Program Target Schedule” was discussed. The 31l-inch tube is also discussed in
Philips' "Color Picture Tube Overview” of November 1987, recently presented to
customers. Philips is "looking at” initially producing 3l-inch tubes in its
Ottawa, OH, plant on existing equipment with modifications to handle physical
constraints. Philips also has plans to begin shipping the 31l-inch tube to
* % % by ¥ % * 1989. 1In its posthearing submission to the Commission, Philips
stated that domestic glass for the "large screen size product” is not expected
earlier than the fourth quarter of 1988. * % %,

Zenith introduced a 35-inch stereo receiver/monitor at its August 1987
sales meeting and a 31-inch model in November 1987. The 31l-inch receiver
currently uses a Matsushita picture tube and the 35-inch receiver uses a
Mitsubishi color picture tube. The petitioners’ posthearing brief states that
"Zenith is currently studying market reaction to differences in 30-inch and
over screen sizes, faceplate contours and product neck sizes before making a
tube production decision. ~The market at present is small and untested. We
estimate that sales of television receivers having a picture tube size of
30-inches and over represent less than 0.5 percent of the U.S. market. We do
not anticipate any special technological problems in production because the
technology employed will be essentially the same as in smaller tubes.”

Corning Glass Works, a producer of glass panels and funnels for color
picture tubes, stated in appendix C of the petitioners’ posthearing brief that
all five of its U.S. color picture tube customers have discussed larger size
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tubes * * % and that each has its own plan, product type(s), and timetable. °
Corning’s assessment of the status of possible production of color picture
tubes of 30 inches and over by each of six potential U.S. customers of Corning
is shown in the following tabulation:

Producer Tube size Plans
d ok k... .. % %k X % ok %,
K k%, ...... % % K % Kk %,
Yok ok, ... .. % %k % % k%,
ok ok, ..., .. d K Kk * % %,
* ok ok 1/.. % K K % K %,
ok K. ... .. * K * % K %,

1/ At the public hearing in these investigations, Robert R. Kaemmerer,
Director of Marketing, Toshiba-Westinghouse Electronics Corp., stated that if
the decision were made today to install a 30-inch color picture tube
production line in its Horseheads, NY, facility, it would take a minimum of 2
years before production would commence (transcript of the hearing, p. 165).

In a November 23, 1987, letter to the Commission, Owens-Illinois, 1/ the
other commercial U.S. producer of glass for color picture tubes, stated that

Glass shortages.--In the preliminary investigations, it was alleged by
respondents that color picture tube glass shortages caused production
shortfalls of color picture tubes during the period covered by the

1/ Owens-Illinois increased its production capacity for picture tube panels in
1985 and improved efficiency in these operations in 1986. Owens-Illinois’
1986 Annual Report (1987) stated that ”Demand for glass television parts was
strong and high capacity utilization contributed to a significant increase in
operating profit.”

The Japanese glass producer Nippon Electric Glass and the Korean glass
producer Hankuk Electric Glass are licensees of Owens-Illinois; Hankuk
Electric Glass is also an equity affiliate of Owens-Illinois.
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investigations. 1/ 1In its questionnaire in the final investigations, the
Commission asked producers if they experienced any production shortfalls,
constraints, or other problems caused by inadequate supplies of glass at any
time during the period covered by the investigations. Four of the producers
responded in the negative, but * * % and * * * responded in the affirmative.

* * * stated that shortages of glass for * * * tubes in 1984, 1985, and early
1986 necessitated the purchase of glass from * * *, 6 resulting in higher costs;
during the same period, glass for * * * tubes was on allocation. * % * stated
that it did not have production shortfalls owing to the glass shortages, but
that scheduling problems and undetermined extra costs resulted. * * * stated
that during February 1984-March 1985, glass panel supplies were "very tight,”
resulting in production rescheduling, and that in August-December 1984, glass
funnel supplies were also very tight. 2/ * * * imported ***% glass panels from
* % % in *%%, Glass panel supplies were "critical” in the second half of
1986, "with production curtailment experienced;” approximately *%* tubes were
* % % not produced because of the panel shortages. * * * imported *** panels
from * * * in 1986. * * * also stated that panel supply was very tight in
early 1987, and that it imported *** panels from * * %,

U.S. producers’ shipments

There are three types of U.S. producers’ shipments of color picture
tubes: (1) intracompany transfers, which are for use in the color picture
tube producers’ own television receiver production operations or in
related-party television receiver production operations, (2) domestic
open-market shipments (commercial shipments), and (3) export shipments. .

1/ Glass accounts for a significant share (approximately 30 percent) of the
cost of a color picture tube. There are only three U.S. producers of glass
for color picture tubes: Corning Glass Works, Corning, NY, and
Owens-Illinois, Toledo, OH, which sell glass commercially; and RCA Corp.,
which produces glass for captive use in Circleville, OH. * * *  However, in
1986, Corning’s Board of Directors authorized phase I of an expansion project
at its State College, PA, facility; 