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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.
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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.






15

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.



50

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.
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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.
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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. '
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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,



A-22
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; phase I will cost $*** million and will
come on-line in January 1988. The investment is exclusively for color picture
tube panels and includes a new, large melting furnace, a larger glass delivery
system, and larger handling and finishing equipment. The manufacturing system
is designed to easily and efficiently produce products in the * * * range;
smaller * * % tubes will also be able to be manufactured easily, as well as
sizes up to * * % inches. Corning also anticipates Phase II for additional
funnel capacity and phase III for additional panel capacity. The total
investment for Corning’s large-size glass capacity during 1987-90 will be
almost $***. Corning is related to Samsung Corning in Korea, and the Japanese
glass producer Asahi is a licensee of Corning.

Television Digest With Consumer Electronics (Aug. 17, 1987), reported
possible price increases for color picture tuhe glass, which would go into
effect on Jan. 1, 1988, and stated that "If glass price increase goes through,
it will result in rise in picture tube prices, and conditions in tube industry
would seem favorable for such action.”

2/ In an Aug. 27, 1987, meeting with a member of the Commission staff, * * *
of Owens-Illinois’ Television Products Division, stated that there have * % *,
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Intracompany transfers are the major type of shipment, accounting for #***
percent of the quantity of U.S. producers’ aggregate shipments of color
picture tubes in 1984, #*** percent in 1985, *** percent in 1986, *%** percent
during January-June 1986, and *** percent in the corresponding period of 1987
(table 5). Intracompany transfers decreased in each period covered by the
investigations; * * * accounted for most of the declines. * * * and * * *
‘were the largest sources of intracompany transfers of color picture tubes,
accounting for *** percent and *** percent, respectively, of the quantity of
such shipments in 1986.

U.S. producers’ commercial shipments of color picture tubes decreased in
quantity by 8.5 percent in 1985, increased by **% percent in 1986 to a level
*%% percent above the 1984 level, and increased by *** percent during
January-June 1987. The trend was identical for the value of U.S. producers’
commercial shipments. * * * and * * * are the largest socurces of commercial
shipments of color picture tubes, accounting for *** and *%** percent,
respectively, of the quantity of such shipments in 1986. The unit value of
U.S. producers’ commercial shipments of color picture tubes increased by 7.2
percent in 1985 and by *** percent in 1986, then decreased by *** percent
during January-June 1987 compared with the unit value in the corresponding
period of 1986. Unit values are influenced by shifts in the mix of screen
sizes shipped.

U.S. producers’ aggregate domestic shipments of color picture tubes
(i.e., intracompany transfers plus commercial shipments) decreased in quantity
by 12.0 percent in 1985, increased by 5.3 percent in 1986 to a level 7.4
percent below the 1984 level, and increased by 2.9 percent during January-
June 1987 compared with the level in the corresponding period of 1986.

Respondents in these investigations claim that the beginning year (1984)
for the data presented in this report was a peak year for the U.S. industry
and therefore not an appropriate year to use as a benchmark for determining
injury. The following tabulation presents data on 10 years of factory sales
of initial equipment color picture tubes, excluding renewal tubes and tubes
for export, as reported on page 90 of the Electronic Industries Association’'s
1987 Electronic Market Data Book (in thousands of units):

Year Color picture tubes
1977 .. ... o 6,822
1978. ... ... ... 8,181
1979. ... ... ot 9,124
1980............... 10,623
1981............... 10,048
1982, ... .. ... ... 9,275
1983. ... ... ..., 10,737
1984, ... ... ...... 11,975
1985............... 10,720
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Table 5

Color pidture tubes: U.S; producers’ shipments, 1984-86, January-June 1986,
and January-June 1987 '

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

Quantity (1,000 units)

Domestic shipments:

Intracompany transfers....’ 8,583 7,429 1/ *%% 3,624 1/ *%%
Commercial shipments...... 3,403 3,113 2/ *k%k 1,812 2/ k%
Subtotal................ 11,985 10,542 11,104 5,436 5,593
Export shipments............ ' *kk *k* *&% fadakad fakakad
Total................... *hk *okk falakad *kk bl

Value (1,000 dollars)

Domestié shipments: -
Intracompany transfers.... 716,080 645,729 **% 317,571 *hk

Commercial shipments...... 267,003 261,782 **% 150,753 *kk
Subtotal.......... U "983,083 907,511 970,233 468,324 490,671
Export shipments............ : *kk *kk k% *kk *kk
Total................... *kk fadadad falakad *xk *kk

Unit value

Domestic shipments: '
Intracompany transfers.... $83.43 $86.92 Gk $87.63 Sxkx

Commercial shipments...... 78.46 84.09 fakatal 83.20 *kk
Average..............e.n 82.03 86.09 87.38 86.15 . 87.73
Export shipments.......... *k% ookl *kk alakad *kk
Average................. k%% *kk Fk¥ *kk ok

1/ Assumes that Toshiba-Westinghouse's shipments to Toshiba America, Inc., are
commercial sales, as stated by Robert R. Kaemmerer, Director of Marketing,
Toshiba-Westinghouse, at the public hearing in these investigations (transcript
of the hearing, p. 203). If such shipments are considered to be intracompany,
then total domestic intracompany shipments would amount to * * *,

2/ 1f Toshiba-Westinghouse'’s shipments to Toshiba America, Inc., are considered

to be intracompany, then total domestic commercial shipments would amount to
* % %,

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

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

U.S. producers’ export shipments of color picture tubes increased in
quantity by *%** percent in 1985 and by *** percent in 1986, and decreased by
**%%* percent during January-June 1987 compared with the level of export
shipments in the corresponding period of 1986. * * * was by far the largest
exporter during the period covered by the investigations, accounting for ***
percent of exports during 1984-86; * * * exports were to * * ¥, % % % = % % %
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U.S. producers’ total shipments of color picture tubes (i.e.,
intracompany transfers plus commercial shipments plus export shipments)
decreased in quantity by *** percent in 1985, increased by *%¥* percent in
1986 to a level *** percent below the 1984 level, and increased by *¥* percent
during January-June 1987 compared with the level in the corresponding period
of 1986.

An examination of U.S. producers’ domestic shipments of color picture
tubes by screen size reveals the following salient information. Shipments of
color picture tubes 20 inches and under experienced déclines during the period
covered by the investigations, and shipments of color picture tubes 25 inches
and over increased (table 6). 1/ Industry sources expect the trend toward
larger size tubes to continue. Shipments of color picture tubes 20 inches and
under declined by *¥%¥% percent in 1985 and by *** percent in 1986, and
increased by *** percent during January-June 1987 compared with the level of
shipments of such tubes in the corresponding period of 1986. Color picture
tubes 20 inches and under accounted for *** percent of total U.S. producers’
domestic shipments in 1984; this share decreased to *** percent by 1986 and
was *** percent during January-June 1987. 2/ 1In contrast, the share of total
domestic shipments accounted for by color picture tubes 25 inches and over
tended to increase. Shipments of tubes 25 inches and over increased by **%
percent between 1984 and 1986, but decreased slightly (by *** percent) during
January-June 1987 compared with the level of domestic shipments of such tubes
in the corresponding period of 1986. The 25-inch size, which is the major
screen size produced within the 20-inch and over category, experienced
declines in total domestic shipments in every period, but these declines were
more than compensated for between 1984 and 1986 by increased shipments of 26-
and 27-inch tubes. The three major overall screen sizes in 1984 (13-inch, 18-
and 19-inch combined, and 25-inch sizes) all experlenced declines in total
domestic shipments in every period.

U.S. producers' domestic shipments of standard color picture tubes
decreased in each period covered by the investigations, whereas shipments of
full square tubes increased, as shown in the following tabulation (in
thousands of units):

Period Standard tubes Full-square tubes 1/ Total
1984. ... .l FhF *kk 11,985
1985. ... L Fkk *kk ‘ ‘ 10,542
1986......... ... Ll 8,577 2,527 11,104
January-June- -
1986.............. ... 4,509 927 5,436
1987.... ...l 3,890 1,703 5,593

1/ Includes so-called flat-square tubes.

1/ There has been virtually no production of color picture tubes of 21 inches
through 24 inches.

2/ In an Aug. 27, 1987, meeting with a member of the Commission staff, * * *
of Owens-Illinois’ Television Products Division, stated that ”"* * % % % % »
Officials at Zenith made virtually the same remark.
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Table 6

Color picture tubes: ' U.S. producérs' ddmeséié-shipments'by screen size,
1984-86, January-June 1986, and January-June 1987 ’

January-June- -

Item - 1984 1985 1986 1986 1987

Quantity (1,000 units)
Intracompany shipments: : :
Screen size:
12-inch and under e Kk Jedk Jodede *kk

13-inch............ e dkk *h%k *kk *%kk *k%
14- and 15-inch.......... *kk *kk S kkk *kk *kk
16- and 17-inch.......... ] ok Tk kxR ook
18- and 19-inch.......... F*kk *k¥k *kk *kk *k*k
20-inch.................. *%k%k *kk *kk *k¥k *hk
21-, 22-, 23-, and .
24-inch................ *kk *kk *kk *%k% *k%k
25-inch.................. *kk *kk *%k% *%k% *kk
26-inCh. i v i - Kk | kkk *kk *kk *h%
27-inch.......... e *k% *kk _ kkk *kk *kk
Total........ccvivunnn. 8,583 -7,429 k%% 3,624 *%%k

Commercial shipments:
Screen size:

12-inch and under........ *k* *%kk *kk *kk *okk
13-inch....... e *kk Fkk *okk LA WA
14- and 15-inch.......... dkk *k%k *kk *kk ket
16- and 17-inch.......... *kk *Hk R *kk Fokk
18- and 19-inch.......... ok Feokk *kk Fkk *kk
20-inch.......veeeunun.. *kk *kk  kkk Fkk ek
21-, 22-, 23-, and , _ '
24-inch................ ‘ Kok kkk *okk Fokk *kk
25-inch..........coiun... Fokk Fkk Kokk Fokk ok
26-inch............... . *kk *kk *kk *dkeok *kK
27-inch. ... ... ..... .. Fhk Fkk Fokk dkk .. Kk

Total...... e ~_3,403 3,113 *Hk 1,812 kil
Total domestic shipments: ' ; -
Scéreen size: '

12-inch and under........ *kk Fkk kkk Fkk Fokek
13-inch...ovvvnenennn... Fokk *kk *kk Kk Kk
“ 14- and 15-inch.......... *kk *kk | kkk *kk *kk
16- and 17-inch..... A : *kk dkk Fkk Fkk *kk
18- and 19-inch.......... 6,254 5,574 4,713 2,527 2,361
20-inch......cveinnnn. Fokk Fokk Fkk  kkk *kk
21-, 22-, 23-, and -
24-inch................ *kk *kk Fkk *okk *okk
~ 25-inch...... e 3,578 2,965 2,851 1,502 1,087
©26-inch...........ccciun. ‘ *hk Kk Fkk *kk *kd
27-inch. ..., Kk Fkk Fkk *kk ok

Total.......... RERRRREE 11,985 10,542 11,104 5,436 5,593

See footnote at end of table.
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Table 6--Continued
Color picture tubes: "U.S. producers’ domestic shipments by screen size,
1984-86, January-June 1986, and January-June 1987

January-June--

Item 1984 1985 1986 1986 1987

Share of total (percent)

Screen size:

12-inch and under.......... *kk *hk *hk *kk *kk
13-inch.................... . *kk *hk *kk *kk *kk
14- and 15-inch......... . Fkk *xk Fkk Fokk kkk
16- and 17-inch............ *kk ke *kk kkk *kk
18- and 19-inch............ 52.2 52.9 42.4 46.5 42.2
20-inch.............. .. ... 2/ *kk *kk *kk *kk
21-, 22-, 23- and
24-inch............cvv... 2/ *hk *kk F*kk *kk
25-inch.........ccvoiiann. 29.9 28.1 25.7 - 27.6 19.4
26-inch........ e R i *kk *kk *kk *kk
27-inch........... . i badakad *kk Rkl *kk *kk
Total........c.. i, 100.0 100.0 - 100.0 100.0 100.0
1/ * * *
2/ % % *

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

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

U.S. producers’ purchases of color picture tubes

All the U.S. producers of color picture tubes except for * * * either
imported tubes directly, purchased imported tubes from U.S. importers, or
purchased tubes from another U.S. producer. U.S. producers’ purchases of
color picture tubes have not been substantial, amounting to a total of #***%
tubes, or **%* percent of apparent U.S. consumption in 1986, the year of the
largest purchases (table 7). 1/

The great bulk of the direct imports of color picture tubes has consisted

of * ¥ * % % % the foreign-produced tubes purchased from U.S. importers
consisted of tubes produced in * * *,

U.S. producers’ inventories

U.S. producers’ inventories increased by 15.8 percent as of December 31,
1984, decreased by 22.0 percent as of December 31, 1985, increased by 17.2

1/ The term "U.S. producers” as referred to herein consists solely of
establishments and divisions producing color picture tubes. It does not
include related establishments or divisions producing color television
receivers.



Table 7 . A
Color picture tubes: U.S. producers’ purchases, 1/ 1984-86, January-
June 1986, and January-June 1987 ° .o oo . G oo

(In thousands of  units)

January-June- -

‘Item 1984 1985 1986 - 1986 - 1987
Imports:
From countries subject to the ) .
investigations.............. 2/ *%*% *kk *kk *kk *kk
From all other countries...... *kk *kk *kk *hk *kk

Subtotal.................... : *kk *kk *kk *kk K%

Purchases (other than imports)
"~ of tubes produced abroad: _ . , .
From countries subject to : . o

the investigations.......... *kk *kk Fokk I R
From all other countries...... k%% *kk *kk kil *kk

Subtotal..... e . Fkk Tk *kk dkk Fkk

Purchases of domestically oo C e
produced tubes...,..;....;.... *kk *kk o okkk T dkk edadad

Total purchases............. -k Fokdk dkk o kkk T kkk

1/ Consists of purchases by the U.S. producers’. establishments and divisions
producing color picture tubes. Excluded are related establishments, e.B.y
North American Philips Consumer Electronics Corp., Knoxville, TN.

2/ These were imports by * * * for which the purchase order date was 1n 1984;
actual shipments appear to have occurred mainly in 1985.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Comm1551on

percent as of December 31, 1986, and increased by 41.0. percent as of June 30,
1987, compared with the level of inventories on June. 30 in the previous year
(table 8). The increased inventories‘as of June 30, 1987, consisted mainly of
increased inventories of * * *. Inventories of color picture tubes as a share
of U.S. producers’ total shipménts in the preceding period. decreased by %
percentage points as of December 31, 1985, increased by **¥ _percentage points
as of December 31, 1986, and 1ncreased by *** percentage p01nts as of June 30,
1987, compared with the share as of June 30, 1986.

Employment, wages, and produetivity

The employment related ‘data obtained.from the six U.S. producers of color
picture tubes generally show decrea51ng trends throughout the perlod covered

Tl
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Table 8
Color picture tubes: U.S. producers’ end-of-period inventories as of
Dec. 31 of 1983-86, June 30, 1986, and June 30, 1987

, : Dec. 31-- ’ , June 30--
Item, . 1983 1984 1985 1986 1986 1987
Inventories....... 1,000 units.. 717 830 647 758 1,010 1,424
Ratio of inventories to U.S. :
producers’ total shipments
in the preceding period : »
percent. . - *%kk . kk% *ekk 1/ %k y KKk

1/ Based on annualized shipment data.

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

by these investigations (table 9). The number of production and related
workers producing color picture tubes decreased by 10.4 percent in 1985, by 7.6
percent in 1986, and by 2.3 percent in January-June 1987 compared with the’
number of workers in the corresponding period of 1986. Hours worked' by such
workers decreased by 12.1 percent in 1985 and by 7.9 percent in 1986, but
increased by 0.7 percent in January-June 1987 compared with the number of hours
worked in the corresponding period of 1986. Total wages paid and total
compensation paid to such workers decreased in every period except for a -
2.1-percent increase in total compensation in 1986. The employment-related
data for * * * decreased in each year and period covered by the investigationms,
except for * * *, Employment-related indicatoéors for * * *. No historical
employment-related data exist for Toshiba-Westinghouse, since that firm did not
produce color picture tubes until November 1986

In response to a question in the Commission’s questionnaire, four of the
six U.S. producers reported that they reduced the number of production and
related workers producing color picture tubes by at least 5 percent or 50
workers during the period covered by the investigations; * * * and * * *
reported no reductions. * * * reported the permanent reduction of *** workers
in * % * 1985 owing to * * *, and the permanent reduction of *** workers in
* % * 1987 owing to * * * % * * reported a permanent net decrease of *%%*
workers in 1985 and *** workers in 1986 owing to * * % % % % reported a net
decrease of *** workers during the period covered by these investigations; °
* * * associated the net decrease with "* * * " % % * reported a reduction in
hourly staffing equivalent to *** workers in 1984, representing an increase
equivalent to *** workers in 1985, and a decrease equivalent to *** workers in
1986 owing to "* * * ” but also reported an employment increase equivalent to
**%* workers in 1987 owing to "* * * " * % % obtained a wage concession, * * *,

In early 1987, Zenith's production workers agreed to a 3-year wage freeze
and a 40-percent wage reduction from bargained hourly wage rates for all new
employees hired. 1In September 1987, Zenith announced a salaried employee
reduction program in order to help return its consumer products business to
profitability. Under the reduction program, *** salaried positions were
identified for work force reduction, of which Zenith's color picture tube
division accounted for *** percent. The total value of salary and related



Table 9 :

Color picture tubes 1/ Average number of U S producers total employees and
production and related workers producing all products -and ‘those . producing .
color. picture tubes, and hours. worked‘by, wages paid 'to, avetrage hourly wages
paid to, and total compensation paid- to~such workers,.l984 86 January—

June 1986, and January-June 1987 2/3/ =~ = , we
January-June--
Item 1984 .- 1985 ~ - 1986 _- 1986 - 1987
Average number of employees.... 15,930.-. 14,175 . 12,661 "13,066 12,021
Production and related, workers. e T T o : :
producing: : : T ' . L
All products...........vunnunn 12,184 --10, 685 9,656 10,001" "~ 9,213
Color picture tubes.......... 9;795h‘ 8,773 - :8,104 o .8,354 8,163

Hours worked by production and
related workers producing: ) woroo - e
All products....1,000 hours.. 24,797 =~ 21,303 18,346 .~ 9,546 . 9,072

Color picture tubes....do....- 19,752 - 17,370  .15,995 . 8,143 . 8,204
Wages pald to production and - ‘ PR Ce ‘

related workers producing: . L R :
All products..l,000 dollars.. 228,502 - 203,671 . 191,653: 99,492 88,731
Color picture tubes....do.... 187,176 - 172,719. 167,540 85,310 83,394
Average hourly wages paid to
production and related
workers producing: S [ ‘
All products................. $9.21 . §$9.56 $10.45 $10.42 $9.78
Color picture tubes.......... $§9.48 $§9.94 $10.47 $10.48 $10.17
Total compensation paid to . ' . s - -
production and related
workers producing: . e RS s .
All products..l,000 dollars.. 303,536 273,909 275,271 . 143,774 '@ 129,151
Color picture tubes....do.... 247,192- . 231,672 - 236,580 121,742 - 119,239

1/ Includes data for some employees and production workers at * % * engaged in
the production of color monitor-tubes or: of tube components :

2/ Toshiba-Westinghouse’s * * *, ' o :

3/ Includes wage and compensation data reported by * % % that are believed to
_be understated. - ‘

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

®

fringe benefits of the .*¥* salaried positions . .amounts to $¥*¥*. . Zenith also
initiated a separate voluntary early retirement programﬂforﬁconsumer_products
personnel under which an additional #%¥* salaried employees have accepted early
retirement; 14 percent of these. employees :were from Zenith’s:color picture
tube division. The value of salaries and fringe benefits of the ¥*¥%¥* employees
accepting the voluntary early retirement program amounts to $¥¥rk,

k) ' . +

All of the U.S. producers' production and related workers produc1ng color
picture tubes are unionized: except for those at.-Sony. The unions:icited by the
producers consist of the .four unions that are copetitloners in these .
investigations and of the Teamster’s union which represents some of RCA’s
production and related workers.
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The U.S. industry’'s production of color picture tubes per 1,000 hours
worked (labor productivity) amounted to 636 tubes in 1984, 626 tubes in 1985,
734 tubes in 1986, 747 tubes in January-June 1986, and 793 tubes in
January-June 1987. This generally increasing trend in productivity occurred
concurrent with a distinct shift in product mix toward large-size tubes in
recent years.

Financial experience of U.S. producers

Six U.S. producers of color picture tubes, accounting for all known U.S.
production of such tubes, furnished usable income-and-loss data on their
operations producing color picture tubes, and also on their overall
establishment operations. One of the six producers, Toshiba-Westinghouse,
began production in November 1986; 1/ * * *x 2/ /

Color picture tubes.--Aggregate total net sales of color picture tubes
declined by 5.1 percent from $998.7 million in 1984 to $947.3 million in 1985,
and then rose by 6.5 percent to $1.0 billion in 1986 (table 10). Total net
sales increased by 3.9 percent from $502.0 million in the interim period ended
June 30, 1986, to $521.8 million in the corresponding period of 1987. Most of
the sales consisted of intracompany transfers of color picture tubes for
captive use in television receiver operations.

Intracompany transfers declined by 8.2 percent from 1984 to 1986 and by
1.3 percent between the 1986 and 1987 interim periods. All responding firms
except * * * reported their intracompany transfers at market value. * * %,

As a percentage of total net sales, aggregate trade sales increased in
each period covered by~thé investigations, from 28.2 percent in 1984 to 37.5
percent in interim 1987. Trade sales rose by 24.6 percent from $28l1.4 million
in 1984 to $350.6 million in 1986, and by 14.1 percent from $171.6 million in
interim 1986 to $195.7 million in the corresponding period of 1987.

The color picture tube industry reported operating and net losses
throughout the period covered by the investigations. Aggregate operating
losses increased from $34.9 million, or 3.5 percent of net sales, in 1984, to
$58.7 million, or 6.2 percent of net sales, in 1985, and then declined to
$47.6 million, or 4.7 percent of net sales, in 1986. Such losses fell from
$30.2 million, or 6.0 percent of net sales, in interim 1986 to $28.6 million,
or 5.5 percent of net sales, in interim 1987. * * %  If % * %'s data were
excluded from the aggregate data, the operating loss margin would have been
*%k percent, 84 * * * of *k* percentage points from the aggregate data reported
for interim 1987. The net loss margin followed the same trend as the
operating loss margin. . * * *, Cash-flow was negative in all periods covered
by the investigations.

The key financial data for each individual company are presented in
table 11.

1/ Toshiba-Westinghouse’s first fiscal year ended on Mar. 31, 1987.

2/ Assumes that Toshiba-Westinghouse's shipments to Toshiba America, Inc., are
commercial sales, as stated by Robert R. Kaemmerer, Director of Marketing,
Toshiba-Westinghouse, at the public hearing in these investigations
(transcript of the hearing, p. 203).



Table 10
Color picture tubes:

Income-and-loss experience of U.S. producers on their

operations producing color picture tubes, accounting years 1984-86 and interim
periods ended June 30, 1986, and June 30, 1987

Interim period
ended June 30--

Item 1984 1985 1986 1986 1987
Value (1,000 dollars)

Trade sales.............. 281,448 289,774 350,579 171,594 Fkk
Intracompany transfers... 717,223 657,527 658,248 330,444 fakaiad

Total net sales........ 998,671 947,301 1,008,827 502,038 521,766
Cost of goods sold....... 947,014 918,629 968,675 486,082 504,356
Gross profit............. 51,657 28,672 40,152 15,956 17,410
General, selling, and

administrative

exXpenses............... 86,575 87,338 87,749 46,167 45,975
Operating (loss)......... (34,918) (58,666) (47,597) (30,211) (28,565)
Interest expense......... 9,301 11,878 15,644 7,248 ¢,589
Other income or

(expense).............. 1,680 777 (838) (324) (124)
Net (loss) before income

AaXeS. ...t iiiiiii (42,539) (69,767) (64,079) (37,783) (38,278)
Depreciation or amorti-

zation included above.. 27,915 33,293 38,690 21,655 26,073
Cash flow or

(deficit) 1/........... (14,624) (36,474) (25,389) (16,128) (12,205

Share of net sales (percent)

Cost of goods sold....... 94.8 97.0 96.0 96.8 96.7
Gross profit............. 5.2 3.0 4.0 3.2 3.3
General, selling, and

administrative

eXpenses...... ........ 8.7 9.2 8.7 9.2 8.8
Operating (loss)......... (3.5) (6.2) 4.7) (6.0) (5.5)
Net (loss) before income

taxes.......ccuinn.. (4.3) (7.4) (6.4) (7.5) (7.3)

Operating losses.........
Net losses...............

Number of firms reporting

5 4 5
5 5 5
5 5 5

Jek¥k

k%

1/ Cash flow or (deficit) is defined as net income or (loss) before income
taxes plus depreciation and amortization.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 11

Color picture tubes: Selected income-and-loss data of U.S. producers on their
operations producing color picture tubes, accounting years 1984-86 and interim
periods ended June 30, 1986, and June 30, 1987

Interim period
ended June 30--
Item 1984 1985 1986 1986 1987

Value (1,000 dollars)

Total net sales:

General Electric..... e *kk *kk F*kk Kk Rk
Philips................. *xk *kk *k%k *kk *kk
RCA..... ... ... .t *kk k%kk *¥k% *kk *kk
Sony.......... ... ..., Fkk *kk Fkk KKk *kx
Toshiba-Westinghouse. ... *%% Fkk Fkk Fkk F*kk
Zenith 1/............... Faaad aad Fekk Fkk Fkok
Total................. 998,671 947,301 1,008,827 502,038 521,766
Gross profit or (loss):
General Electric........ *kk *k% *x¥k *kk *kk
Philips................. Fdek Kk Fkk Fkek *kk
RCA. ... ... i *%k . kk% Fk%k *kk *kk
Sony......... .. . *kk *hk Jkdk *kk *kk
Toshiba-Westinghouse.. .. FkFk *kk Fkk F*kk ok
Zenith 1/............... Fkk k% *k¥ il *%%
Total................. 51,657 28,672 40,152 15,956 17,410
Operating income or
(loss):
General Electric........ dekk *hk kkdk *%% *kk
Philips.........ovvuun.. Fokk Jkk *kk Fkk *ok
RCA. ... ... .. *kk *kk *k% *kkx *%%k
Sony.................... *kk *kk kK *kk LEa
Toshiba-Westinghouse.. .. ko k% *kk *oksk *kk
Zenith l/ ............... *kk *k%k *¥k% *kk *kk
Total................. (34,918) (58,666) (47,597) (30,211) . (28,565)

Ratio to net sales (percent)

Gross profit or (loss)f

General Electric........ ek *kk o kR *kk Fkk
Philips................. *kk *kk Fekok Kk ok
RCA....... ... oo i, F*kk *hK *kk Kk Kk
Sony....... ... .. i, k% *kk *kk *k% *kk
Toshiba-Westinghouse. ... Fkk *kk ke kK *kk
Zenith 1/............... Fkk *kk *okk Fokk *hk

Average............... 5.2 3.0 4.0 3.2 3.3

Footnote appears at the end of the table.
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Table 11--Continued

Color picture tubes: Selected income-and-loss data of U.S. producers on their
operations producing color picture tubes, accounting years 1984-86 and interim
periods ended June 30, 1986, and June 30, 1987

Interim period
ended June 30--

Item 1984 1985 . 1986 1986 1987

Ratio to net sales (percent)

Operating income or

(loss): .
General Electric..... P *kk *k%k *kk Ak *dkk
Philips.......covvevnnn.. Jkk Fk Fokk C ek *kk
207 *kk fokk *okk *kk *kk
Sony.............. e *kk *kk S okekk *kk *kk
Toshiba-Westinghouse. ... *k Fkk ‘ *kk *kk Fkk
Zenith 1/............... *hk Fok%k Fokk | kk FHk

Average............. (3.5) (6.2) 4.7) (6.0) . (5.5)

1/ Income-and-loss data for Zenith include data for its tension mask tubes.

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

Because intracompany transfers accounted for between 62 and 72 percent of
total net sales during the periods covered by the investigations, the
Commission requested data on contribution margin and on operating income on
U.S. producers’ trade sales for color picture ‘tubes. Five of the six U.S.
producers, accounting for **%* percent of total production of color picture
tubes in 1986, provided such data. RCA did not furnish such data. These data
are presented in table 12. ’

The contribution margin is the difference between sales value and all
variable costs and expenses. Variable costs are costs that normally change in
total in direct proportion to changes in volume. The term "contribution” is
used because the amount remaining from a sales 'price after variable costs are
covered contributes to covering other costs (mainly fixed costs) and producing
profit. .

It is likely that there are classification differences for particular
costs or expenses among the reporting firms. Each firm treats a particular
cost or expense either as variable or fixed on the basis of the behavior of
that cost or expense in its production process. However, if each producer was
consistent from year to year in its use of a classification base, the
contribution margin data presented herein should reflect a reasonable trend.

Contribution margin as a share of net trade sales rose slightly from #*%%
percent in 1984 to *** percent in 1985 and then declined to #*** percent in
1986. During the interim periods ending June 30, the share fell slightly from
*%* percent in 1986 to *** percent in 1987. Operating loss as a share of net
trade sales shows an increasing trend in each period, whereas operating loss
as a .share of total net sales (see table 10) indicates a different trend,

rising from 1984 to 1985, and declining in 1986 and in interim 1987. % % %,
* %k %,



A-42

Table 12

Color picture tubes: Contribution margin and operating income of 5 U.S.
producers on their trade sales, accounting years 1984-86 and interim periods
ended June 30, 1986, and June 30, 1987

Interim period
ended June 30--

Item 1984 1985 1986 1986 1987

Quantity of trade sales :

1,000 units..  #*%* Fekk *kk Fkk Fekk
Net trade sales....l1,000 dollars.. F*kk *kk kkk F*kk ok
Variable costs/expenses..... do.... k% Fkk *%% *k% hakadd
Contribution margin......... do.... k%% *kk ek Fkk Fhx
Fixed costs/expenses........ do.... *k* adiakad *k* *%% *kk
Operating income or (loss)..do.... (¥*%%) (F¥x) (Fx%) (F*%) (F¥xx)

As a share of net sales:
Variable costs/expenses

percent.. k¥ Fkk *kk *kk Kok
Contribution margin....... do.... k%% Fkk *dek *kk fadedad
Fixed costs/expenses...... do.... k¥% Fkk Fek Fkk faladad
Operating (loss).......... do.... (¥**%%) (F%%) (F**) (**%) (F*)

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

Contribution margin data were also requested on selected color picture
tube screen sizes. The same five firms provided such data, which are
presented in table 13.

* %, %, k K Kk,

WithAregard to 18- through 20-inch color picture tubes, the average
contribution margin * * %, % % %,

* * *,  The average contribution margin on 2l-inch and over color picture
tubes dropped from $*** per unit in 1984 to $*** per unit in 1986, but rose to
$20.40 per unit in interim 1987, compared with $*** per unit in interim 1986.

Overall establishment operations.--The income-and-loss data for U.S.
producers' establishments within which color picture tubes are produced are
shown in table 14. Color picture tube sales accounted for between *¥* and *¥*
percent of establishment sales during the period covered by the
investigations. The trends for overall establishment net sales, operating
losses, and operating loss margins are similar to those for color picture tube
operations during 1984 through June 30, 1987. However, operating loss margins
on overall establishment operations were lower than those on color picture
tube operations in all periods. Operating loss margins on overall
establishment operations rose to *** percent in 1985 from *** percent in 1984,
and then declined to *** percent in 1986. Such margins fell from *** percent
in the interim period ended June 30, 1986, to *** percent in the corresponding
period of 1987. '
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Table 13
Color picture tubes: Contribution margin on U.S. producers’ trade sales of

selected screen sizes, accounting years 1984-86 and interim periods ended '
June 30, 1986, and June 30, 1987 o

Interim period
ended June 30--

Ttem : 1984 1985 1986 1986 1987

. 13 inch

Number of firms reporting sales.... 1 1 1 1 1
Quantity of trade sales
....................... 1,000 units.. *kk *hk *kk ok Fdek
Net trade sales...... 1,000 dollars.. *%k . *kk *kk *k% Fkk
Variable costs/expenses....... do.... *kk *kk okl fadaliad faladad
Contribution margin........... do.... *kk *kk L Fkk ke
As a share of net sales:

Variable costs/expenses..percent.. xRk - kk% *kk *kk *xk

Contribution margin......... do.... L *Ek Kk Fkk ek
Average sales value....... per unit.. Sk Gxx Sk $xkk GHrx
Average variable costs........ do.... Fxk *AX *hk *kk *hF
Average contribution margin...do.... fakaad bkl fakadad bl badlad

18 inch through 20 inch

Number of firms reporting sales..... 3 4 4 4 4
Quantity of trade sales
....................... 1,000 units.. Sk 646 Kk *%% 1,087
Net trade sales...... 1,000 dollars.. *xk 45,297 *kk **% 72,738
Variable costs/expenses....... do.... akadad 38,584 bkl *%% 62,310
Contribution margin........... do.... *%% 6,713 *hk *%* 10,428
As a share of net sales: :
Variable costs/expenses..percent.. k¥ 85.2 *kk Fhk 85.7
Contribution margin......... do.... F*kok 14.8 ok F*kk 14.3
Average sales value..... per unit..  $¥F* $70.12 Gakk $xx%x  $66.92
Average variable costs........ do. ... *kk 59.73 *kk *%%k 57.32
Average contribution margin...do.... Fkk 10.39 k% *EK 9.59

21 inch and over

Number of firms reporting sales..... 2 2 3 3 3
Quantity of trade sales '
....................... 1,000 units.. Fkdk *kk ok *kk 429
Net trade sales...... 1,000- dollars.. *kk Fkk kX k%% 44,192
Variable costs/expenses....... do.... fadadad Fhk *k% *%% 35,438
Contribution margin........... do.... *xE *HE *hKk **% 8,754
As a share of net sales:
Variable costs/expenses..percent.. *kk *hk *kk *kk 80.2
Contribution margin......... do.... *kE *kk k% *kF 19.8
Average sales value....... per unit.. §xx* Gkk Garkk S$*xx $103.01
Average variable costs........ do.... *kk *kk *kk *xk - 82,61
Average contribution margin...do.... F*kk Fxk *kk **% 20,40

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



Table 14

Color picture tubes: Income-and-loss experience of U.S. producers on the overall
operations of their establishments within which color picture tubes are produced,
accounting years 1984-86 and interim periods ended June 30, 1986, and June 30, 1987

Interim period
ended June 30--

Item 1984 1985 1986 1986 1987

Value (1,000 dollars)

Net sales............ *dk *kk Fkk *kk *%
Cost of goods sold... =  *%* *kk kK *kk *kk
Gross profit......... *okk *kk *kk TRk kK

General, selling,
and administrative

expenses.......... *kk *kk Kk *kk *hk
Operating (loss)..... (F&%) (F%x) (F%%) T (KEk) (F%%)
Interest expense..... ¥k ke *kh% *k% ko
Other income or v

(expense).......... *kk *kk (Fx%) *x% (F%x%)
Net (loss) before '

income taxes....... (k) (Fkx) (*x%) (Fx*x) (F*%)

Depreciation or amor-
tization included

above.............. *kk F*%k *k% *%% *%k
Cash-flow or
(deficit) 1/....... (k¥%) (*%%) (Fx%) (*¥*k) (**%)

Share ‘of net sales (percent)

Cost of goods sold.... *kk *kk *%% *kdk ok
Gross profit.......... *kk *kk TRk *kk *kk
General, selling, and

administrative

expenses............ Kk *kk Fkk *kk Fkk
Operating (loss)...... (k) (Fx¥) T (Fkk) ' (Fkk) (F%%)
Net (loss) before ) :

income taxes........ (F*%) (FH¥x) (FHk) (FFik) (FFx)
Color picture tube T '

sales............... fakadad *kk - kkk *kk Rk

Number of firms reporting

Operating losses...... 3 4 3 5 *kx
Net losses............ 3 4 4 5 *kk
Data.................. 5 5 5 5 6

1/ Cash-flow or (deficit) is defined as net income or (loss) before income taxes
Plus depreciation and amortization.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Investment in productive facilities.--All six U.S. producers provided
data concerning the valuation of property, plant, and equipment employed.in
_the production of all products of their establishments, and also provided:such
data for their .production of color picture tubes .These data are presented in
table 15.

Table 15 ,
Color picture tubes: Value of property, plant, and equipment of U.S.

producers, accounting years 1984-86 and interim periods ended June 30, 1986,
and June 30, 1987 :

(In thousands of dollars)

_As of the end of

accounting vear-- As of June 30--
Item . 1984 1985 1986 1986 1987
All products of establlsh-
“ments: , o g

Orlglnal cost............. 508,329 586,365 616,003 601,274 *kk

Book value................ 205,438 219,197 237,792 225,522 *kk
Color picture tubes: _ A

Original cost............. - 389,895 454,854 496,357 478,225 *kk

Book value................ 133,881 171,109 183,958 177,366 *kk

Source: Compiled from data submitted in response to questionnaires of the U.S.
‘International Trade Comm1551on

Aggregate investment in facilities used in the production of color
picture tubes by the five established firms, valued at cost, increased by 27
percent from $389.9 million in 1984 to $496.4 million in 1986. Such
investment rose by *%* percent to $*** as of June 30, 1987. 1In 1987, * * *,
The book value of such facilities followed the same trend as the original cost
of investment.

Capital expenditures.--All six firms furﬁished data on their capital
expenditures for land, buildings,  and machinery and equipment used in the
manufacture of all products of the reporting establishments and their capital
expenditures related to the production of.coloxr plcture tubes These data are
presented in table 16. :

Total capital expenditures for color picture tube operations increased
from $*** in 1984 to $*¥* in 1985 and $*** in 1986. * * *_  During the
interim period ended June 30, 1987, total capital expenditures declined to
$*%* . compared with. §¥+* during the corresponding period of 1986. The
majority of capital expendltures was for- -machinery, equipment, and fixtures.

Reseafch and developmént ekpenses.--The sifoirms' research and
development expenditures in connection with all products produced in their
establishments as well as for color picture tubes were compiled from =
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Table 16

Color picture tubes: Capital expenditures by U.S. producers, accounting years
1984-86 and interim periods ended June 30, 1986, and June 30, 1987

(In thousands of dollars)

Interim period
ended June 30--

Item 1984 1985 1986 1986 1987

All products of establish-

ments: .
Land and land improve-

MeNtS. . ...ovvevenennnnnn. *kk *kk Fkok *kk *xk
Building and leasehold

improvements............. T kkk k% *kk Fekek k%
Machinery, equipment, and :

fixtures................. 60,774 *k% *kk 50,168 31,013

Total.......... e *kk *kk *kk *kk Fkk
Color picture tubes: '
Land and land improve-

MeNtS. ... .vivineeerennnns *kk 0 *kk 0 *kk
Building and leasehold
improvements............. *kk 5,104 *kk L ke
Machinery, equipment, and
fixtures............. c... 40,455 *kk fakaliad 45,463 26,245
Total.................. F*kok ek ok *kk bt

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

questionnaire data and are presented in the following tabulation (in thousands
of dollars):

Color picture All products

Period tubes of establishments
1984, ........ .. ..., *kk *hk
1985. .. ... . ... *k%k *k%
1986.........00cu... *xk *kk
January-June- -

1986......... e *kk *kk

A987. ... . .. *hk *kk

Total research and development expenses related to color picture tubes
increased from $*** in 1984 to $*** in 1986, but declined to $*** during

January-June 1987 compared with $*** in the corresponding period of 1986.
* Kk k., ok ok k. K K %,

Impact of imports on U.S. producers’ growth, investment, and ability to
raise capital.--The U.S. producers of color picture tubes were asked to
describe any actual or potential negative effects of imports of color picture
tubes from Canada, Japan, Korea, and Singapore on their firm’s growth,
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investment, and ability to raise capital. Five producers’ comments are
quoted below:

Consideration of the Question of
Threat of Material Injury

Section 771(7)(F)(i) of the Tariff Act of 1930 (19 U.S.C. § 1677(7)(F) (1))
provides that--

'In determining whether an industry in the United Stadtes is
threatened with material injury by reason of imports (or sales for
importation) of any merchandise, the Commission shall consider,
among other relevant factors 1/--

(I) If a subsidy is involved, such information as may be
presented to it by the administering authority as to the
nature of the subsidy (particularly as to whether the
subsidy is an export subsidy inconsistent with the
Agreement), ‘

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

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

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

(V) any substantial increase in inventories of the
merchandise in the United States,

1/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that
"Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of mere
conjecture or supposition.”
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(VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is
actually being imported at the time) will be the cause of
actual injury, and

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign
manufacturers, which can be used to produce products
subject to investigation(s) under section 701 or 731 or to
final orders under section 736, are also used to produce
the merchandise under investigation.

With regard to item (I) above, no subsidies are involved in these
investigations. The available data on foreign producers’ operations (items
(II) and (VI) above) and on the potential for "product-shifting” (item (VIII))
are presented in the section of this report entitled "Ability of foreign
producers to generate exports.” Information on the volume, U.S. market
penetration, and pricing of imports of the subject merchandise (items (III)
and (IV) above) is presented in the section entitled "Consideration of the
causal relationship between the LTFV imports and the alleged material
injury.” Available information on U.S. inventories of the subject products
(item (V)) is presented below.

U.S. importers’ inventories

The eight importers that reported inventories of imported color picture
tubes were all firms that use the imported tubes in their own color television
receiver manufacturing facilities in the United States; none of the
inventoried tubes were for resale in the commercial market. Several other
such firms reported no inventories, considering any color picture tubes on
hand as ”work in progress.”

U.S. importers’ yearend inventories of color picture tubes increased by
85.8 percent in 1985 and decreased by 47.8 percent in 1986 (table 17).
Inventories as of June 30, 1987, were 51.9 percent lower .than they were as of
June 30, 1986. As a share of imports from the countries subject to
investigation, reported inventories decreased from *** percent in 1984 to
*%% percent In 1985 and #¥%* percent in 1986.

U.S. importers’ current orders of color picture tubes

The Commission’s questionnaire requested importers to specify whether
they imported, or intended to import, color picture tubes from Canada, Japan,
Korea, or Singapore, for delivery after June 30, 1987. Eleven of the 18
importers answered in the negative and 7 answered in the affirmative;
consolidated data reported by the 7 importers for their imports, or orders of



Table 17

Color picture tubes: U.S. importers’.inventories' as of Dec.

June 30, 1986, and June 30, 1987

A-49

31 of 1984-86,

- Dec. 31-- ' June 30--
Item 1984 1985 1986 1986 1987
Canada:
Quantity......... 1,000 units.. #%% *kk *kk *k% *kk
Percentage change............. - *kk Fedek - Fkk
As a share of imports from
Canada in the preceding .
period............. percent.. k%% F*kk *kk 1/ Kkk 1/ ek
Japan: 2/ ' : :
Quantity......... 1,000 units.. **% *kk F*kk F*kk *kk
Percentage change............. - Fkk Fkedk - Hkk
As a share of imports from '
Japan 3/ in the preceding -
period............. percent.. *%% kkk *kk ]/ Kk 1/ *%x%
Korea: 4/ _
Quantity....... '7.1,000 units.. %% ek Fkk ok *kk
Percentage change..... e - *kk *kk - kK
As a share of imports from
Korea in the preceding
period............. percent.. ¥%¥ - kkk *kk 1/ kkk 1/ d%*
Singapore: ' :
Quantity......... 1,000 units.. %%* *kk *okk *kk *kk
Percentage change.......... . - Fkk Fkk - *kk
As a share of imports from
Singapore in the preceding
period............. percent.. k%% *k%k *k¥k *hk *kk
Total: , :
Quantity......... 1,000 units.. 134 249 130 181 87
Percentage change............. - 85.8 -47.8 - -51.9
As a share of total imports
from the subject countries 3/
in the preceding period ' -
percent.. %% *kk *kk 1/ dkk 1/ *%xx

1/ Based on annualized import data. ] .
2/ Includes inventories of color picture tubes produced in Japan and imported
into the United States through Mexico as parts of color television receiver

kits or as parts of incomplete color television receivers.
3/ Including imports of color picture

Mexico * * *,

tubes that were transshipped through

4/ * * * the inventories of Korean color picture tubes consisted of tubes that
are excluded from the scope of the subject investigation.

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.



. A-50

imports, during July-December 1987 are presented in the following tabulation
(in thousands of units):

Source Reported imports
Canada................. *%%k
Japan.................. Fkk
Korea.................. *kk
Singapore.............. *k
Total............... *kk
* * * * * * *

Ability of foreign producers to generate exports

The Commission requested counsel for the respondents in these
investigations to provide information on their firms'’ color picture tube
production operations abroad. The information requested consisted of the
number and names of producing firms; production, capacity, capacity
utilization, home-market shipments, exports to the United States, exports to
other major markets, and total exports, for each of the periods covered by the
investigations; projected changes in production, capacity, or capacity
utilization in 1987; and intentions or projections as to the quantity of
exports of color picture tubes to the United States and to other major markets
in 1988. Similar data were requested by the Commission from the U.S.
embassies in each of the countries covered by the investigations. Information
received on the industries producing color picture tubes in Canada, Japan,
Korea, and Singapore is presented below.

Canada.--The only Canadian producer of color picture tubes is Mitsubishi
Electronic Industries Canada (MEICA), Midland, Ontario. Data provided on

MEICA's color picture tube operations are presented in table 18. MEICA's
* ok Kk, ok K K,

Japan. --Five companies produce color picture tubes in Japan: Hitachi,
Ltd.; Matsushita Electronic Corp.; Mitsubishi Electric Corp.; Sony Corp.; and
Toshiba Corp. Aggregate data on the industry in Japan producing color picture
tubes are presented in table 19.

Production, capacity, and home-market shipments increased in 1985,
decreased in 1986, and are projected to decrease slightly in 1987 and increase
slightly in 1988. Capacity utilization declined in both 1985 and 1986, and is
projected to increase slightly in 1987 and decrease slightly in 1988. As a
ratio to total shipments, Japan’s exports to the United States (excluding
exports to Mexico that may subsequently have been routed to the United States)
were 1.5 percent in 1984, 1.9 percent in 1985, and 2.8 percent in 1986, and
are projected to decrease to 0.6 percent in 1987 and 0.4 percent in 1988.
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Table 18
Color picture tubes: Salient data on Canada's color picture tube industry,
1984-86, and projections for 1987 and 1988

Item 1984 1/ 1985 1986 1987 1988
Production...... e 1,000 units.. *k%k *kk *h%k Fhk *kk
Capacity.................... do.... 2/ **%x - Fkek ok *kk FokKk
Capacity utilization..... percent. . kK kK Fkk F*kk Fkk
End-of-period inventories
1,000 units.. *kk *kk *kk 3/ 4/
Shipments:
Home market............... do.... ok Fkk Sk *k* *kk
Exports- -
To the United States....do.... *hk K *Fkk *kdk *kk
To all other countries 5/
1,000 units.. *kk *kk *kk *kk Sk
Total.................. ... do.... Kk *kk F*kk *hk - kRkw

1/ Production commenced in March 1984. ]

2/ Capacity data are based on 3 shifts per day, 5 days per week, 50 weeks per
year. 4 '

3/ Not provided. Inventories as of June 30, 1987, amounted to * * *,

4/ Not provided.

3/ Principal destinations are * * *,

Source: Baker & McKenzie, confidential submission of Oct. 14, 1987.
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Color picture tubes: Salient data on Japan's color picture tube industry,
1984-86, and projections for 1987 and 1988

Item 1984 1985 1986 1987 1988
Production........... 1,000 units.. 26,868 30,836 25,287 25,205 25,401
Capacity............. ... ... do.... 25,828 31,085 28,633 28,164 28,520
Capacity utilization..... percent. . 104.0 99.2 88.3 89.5 89.1
End-of-period inventories
1,000 units.. 1,357 1,913 2,091 1/ 2/
Shipments:
Home market............... do.... 17,183 19,720 13,859 13,841 13,891
Exports--
To the United States 3/
1,000 units.. 393 560 674 159 98
To all other countries 4/
1,000 units.. 8,434 9,120 9,655 10,933 10,881
Total................ouun. do 26,010 29,400 24,188 24,933 24,870

1/ Not provided. Inventories as of June 30, 1987, amounted to 1.7 million
units, representing a decréase of 37.4 percent from the 2.7 million units in

inventory on June 30, 1986.
2/ Not provided.

3/ Does not include exports to Mexico that may subsequently have been routed to

the United States. :

4/ Principal destinations include * * *,

Source: Baker & McKenzie, confidential submission of Oct. 14, 1987; McDermott,
Will & Emery, confidential submission of Oct. 15, 1987; Miller & Chevalier,

confidential submission of Oct. 19, 1987; Mudge Rose Guthrie Alexander &

Ferdon, confidential submission of Oct. 6, 1987; and Weil, Gotshal & Manges,
confidential submission of Oct. 14, 1987.

Korea.--Three companies produce color picture tubes in Korea:
Co., Ltd.; Orion Electronic Co., Ltd.

. Samsung Electron Devices, Ltd. .

picture tubes are presented in table 20.

Gold Star
(an affiliate of Daewoo Corp.); and
Data on the industry in Korea producing color

Production, capacity, * * * increased in each year during 1984-86 and are
projected to do the same in 1987 and 1988,
1984 to 1985, increased slightly in 1986, and is projected to increase further

in 1987 and 1988. Home-market shipments * * %,

Capacity utilization declined from

As a ratio to total shipments,

Korea’'s reported exports to the United States were *** percent in 1984, *%x*
percent in 1985, and *** percent in 1986; and are projected to be *%*% percent

in 1987 and #*** percent in 1988.



Table 20

A-53

Color picture tubes: Salient data on Korea's color picture tube industry,
1984-86, and projections for 1987 and 1988

Item 1984 1985 1986 1987 1988
Production 1/........ 1,000 units.. 5,021 6,236 9,614 12,366 15,100
Capacity 2/................. do.. 5,270 6,990 10,624 13,280 16,000
Capacity utilization..... percent.. 95.3 89.2  90.5 93.1 94.4
End-of-period inventories
1,000 units.. *kk *k% *kk 3/ 4/
Shipments: ' v
Home market 5/6/.......... do.... *k% *kk *kk ekk Fkk
Exports--
To the United States 7/
1,000 units.. Fkk *kk *kk Fkk Kk
To all other countries 8/9/
1,000 units.. Fokk Kk *kk *hk *kk
Total..................... do Fkk *kk F*kk *kk *kk

1/ Includes * * *'s production of data display tubes.
2/ Includes * * *'s capacity for data display tubes.

3/ Not provided. Inventories as of June 30, 1987, amounted to * * *,

4/ Not provided.

5/ Includes * * *'s home-market shipments to * * % which are subsequently
exported as color picture tubes or as parts of finished products.
6/ Includes * * *'s home-market shipments of data display tubes.
7/ Excludes exports of color picture tubes that were reported by * * * as

home-market shipments for subsequent export. °

8/ Includes exports of data display tubes by * * *,
9/ Principal destinations include * * *,

Source: Oppenheimer Wolff & Donnelly, confidential submission of Oct. 15,
1987; Arnold & Porter, confidential submission of Oct. 16, 1987; and Dow,

Lohnes & Albertson, confidential submission of Oct. 16, 1987.

On April 17, 1987, Korea announced that it intends to freeze its overall
trade surplus with the United States (the surplus was $7.3 billion in 1986) by
encouraging imports from the United States and discouraging exports to the
United States. Exports to the United States would be discouraged by reducing
officially supported export financing and by encouraging exporters to seek

markets elsewhere. 1/

Singapore.--The only producer of color picture tubes in Singapore is
Hitachi Electronic Devices (Singapore) Pte., Ltd.

color picture tube operations are presented in table 21.

* % %,

Data provided on Hitachi'’s
As a ratio

to total shipments, Singapore’'s reported exports to the United States were **%*
p gap 1% P

percent in 1984, *** percent in 1985, and *** percent in 1986, but are

projected by Hitachi to be * * * in 1987 and 1988.

1/ U.S. International Trade Commission, ”"South Korea's New Trade Measures,"”

International Economic Review, May 1987, p. 4.
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Table 21

Color picture tubes: Salient data on Singapore's color picture tube industry,
1984-86, and projections for 1987 and 1988

Item 1984 1985 1986 1987 1988
Production........... 1,000 units.. *%% *k%k *kk *hk *%k
Capacity 1/................. do.... %% *kk k% *kk *kk
Capacity utilization..... percent.. ¥%% *kk *kk *kk *kk
End-of-period inventories
1,000 units.. *%* Kk *kk 2/ kkk Fokk
Shipments:
Home market............... do.... **%*% F*kk *kk dkk *kk
Exports-- :
To the United States....do.... *%% *kk *kk *kk *kk
To all other countries 3/
1,000 units.. *** Kk *kx *kk Sk
Total.........covvvvven.n. do.... k&% *kk *%kx *kk *h¥

1/ Capacity data prior to September 1986 were based on * * *; beginning in
October 1986, the data are based on * * *, )

2/ Inventories as of June 30, 1987, amounted to *** units, * * * of **%*
percent from the *** units in inventory on June 30, 1986.

3/ Principal destinations are * * %,

Source: Baker & McKenzie, confidential submission of Oct. 14, 1987.

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

U.S. imports

The quantity of total U.S. imports of color picture tubes increased by
93.1 percent in 1985 and 27.3 percent in 1986, and then decreased by 43.5
percent in January-June 1987 compared with the level of imports in the
corresponding period of 1986 (table 22). The four countries subject to the
color picture tube investigations accounted for well over 90 percent of all
imports of color picture tubes in 1986. 1/

The c.i.f., duty-paid value of total U.S. imports of color picture tubes
increased by -68.0 percent in 1985 and 30.4 percent in 1986, and then decreased
by 19.9 percent in January-June 1987 compared with the value of imports in the
corresponding period of 1986 (table 23).

1/ Including color picture tubes produced in Japan that are shipped to Mexico
and imported into the United States from Mexico as parts of color television
receiver kits or as parts of incomplete color television receivers.
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Table 22 . G-
Color picture tubes: U.S. imports, by quantity, 1984-86, January-June 1986,
and January-June 1987 1/ , 1 . '

(In thousands ofuuniéé)

January-June- -

" Item A ' 1984 1985 - 1986 1986 1987
Color picture tubes: o
Canada.................... 106.2 - 229.4 328.4 1224 169.4
Japan.......... e 350.5 500.6 : 310.9 155.7 94.9
Korea ’ o '
For related parties 2/.. *kk Lt *kk *kk *hk
For unrelated o
parties 3/............ *k% Fkk | | Rk haadad *kk
Subtotal............ 151.3 776.3:  1,494.3 768.7 257.3
Singapore................. 83.0 152.6° = 182.6 141.9 . 43.1
All other countries 4/.... 101.8 42.1° 5.5 4.1 18.4
Total.............counu.. 792.7 1,701.0: 2,321.6 .1,192.9 583.1
Kits: é_/ o ' .
Canada........ocouveuennn. ' 0 1.2 0 0 0
Japan!.........oiiiiininn. 3.0 6/ 12.1 6/ 5.9
Korea.......coiiivnuunann. 6/ 6/ 0 0 0
Mexico: B
By Matsushita 7/........ 8/ Fkk *hk O kkk ok *kk
By * * % .. ........... *¥k *kk J*dk - *%kk dkkk
By all others 9/........ dkk *kk hadudad *kk fudadad
Subtotal.............. 8/ 502.3 643.1 . 512.6 284 .4 18.9
Singapore................: 0 0 .. 20.0 0 0
All other countries....... 6/ = 17.2 '20.0 6/ 7.6
Total......... [ 505.3 661.5 564.7 284.5 32.4
Incomplete receivers: ' '
Canada..............oouun ' 6/ 6/ 0 0 1.7
Japan......... e 46.1 172.0 378.8 108.8 108.8
Korea........... e 1.4 14.6 1.4 0.9 93.7
Mexico o .
By Matsushita 7/........ 0 . kK g ok 0 *kk
By all others........... 0 | kkk *kk 0 *kk
Subtotal.............. 0 5.2 1.3 0 87.3
Singapore................. 10/ 10/ 10/ 10/ 10/
All other countries....... 1.9 47.6 - 43.3 23.7 - 2.6
Total............. ..., 49.4 239.4 424.9 133.4 294.1
Total, by country:
Canada...........coovvnnnn 106.2 230.6 328.4 122.4 171.1
Japan............. o0, 399.6 - 672.6 701.8 264.5 209.6
Korea...................... 152.7 790.9 -1,495.7 769.6 351.0
Mexico................. “... ~503.5 648.9 514.3 284.8 112.2
Singapore.................. 83.0 152.6 202.6 141.9  43.1
All other countries........ 102.5 106.2 68.4 27.4 22.7
Grand total.............. 1,347.4 2,601.9 3,311.2 1,610.7 909.7

1/ Because of a lag in reporting, official import statistics include some
"carry-over” data for merchandise imported, but not reported, in prior periods
(usually the previous month). Beginning in 1987, Commerce extended its monthly
data compilation cutoff date by about 2 weeks in order to significantly reduce
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the amount of carry-over. Therefore, official statistics for January 1987
include data that would previously have been carried over to February 1987.
However, in order to avoid an apparent overstatement of the January 1987 data,
the carry-over data from 1986 that would have been included in January 1987
official statistics as of the previous cutoff date have been excluded.
Commerce isolated these 1986 carry-over data and has not included them in
official statistics for 1986 or January 1987, since their inclusion in either
period would result in an apparent overstatement. With respect to total
imports of color picture tubes (including tubes imported in kits and in
incomplete receivers) from Canada, Japan, Korea, Mexico, and Singapore, this
carry-over amounted to 62,270 units.

2/ Consists of imports by related parties for use in their own U.S. production
of television receivers. The data consist of * * *, :

3/ Consists of imports sold to unrelated parties in the United States.
Virtually all such imports are by * * *,

4/ Includes Mexico.

5/ Color picture tubes imported as parts of kits are excluded by Commerce from
the scope of these investigations except for such tubes transshipped from
Japan as parts of kits through Mexico.

6/ Less than 50 units.

7/ Commerce included such imports in its LTFV calculations and has included
such imports in the scope of the investigations because it considers them to
be transshipments from Japan through Mexico.

8/ Official statistics of the U.S. Department of Commerce show imports of
502,300 tubes; however, * * * tubes.

9/ This is the residual obtained from subtractlng Matsushita’s and * * *'g
reported imports from official statistics.

10/ Official statistics of the U.S. Department of Commerce show signlflcant
and increasing imports of incomplete receivers from Singapore. However, it
has been determined that imports of incomplete receivers from Singapore
reported in official statistics are double counted (they already appear as
imports of incomplete receivers from Japan). The reason for the double
counting is that * * *, % % % but the total quantity of incomplete receivers
is reported under both Japan and Singapore.

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 responses to questionnaires of the U.S. International Trade
Comnission.



Table 23

Color picture tubes: U.S. imports, by wvalue, 1984-86, January-June 1986, and
January-June 1987 1/

(In thousands of dollars)

January-June- -

Item 1984 1985 1986 1986 1987
Color picture tubes: . ,
Canada...............0i... 8,751 17,862 25,172 8,840 13,913
Japan........iiiiiniienann 27,744 33,697 25,826 12,310 14,540
Korea )
For related parties 2/.. *kk dedede *kk *H% Ak
For unrelated
parties 3/............ fakedad *kk holiadad Fhk *h%
Subtotal............ 8,626 35,862 - 65,060 31,690 12,072
Singapore................. 5,201 - 8,686 9,705 7,304 2,154
All other countries 4/.... 5,967 2,842 433 ~_ 304 1,125
Total................... 56,289 98,949 126,196 60,448 43,806
Kits: 5/6/ :
Canada.................... : - 92 - - -
Japan............iiiiin.. 235 1 1,002 . 1 903
Korea..................... 2 2 - - -
Mexico: . .
- By Matsushita 7/........ ok Fkk ik *kk ok
By * % % _ ... .. ........ *kk kK Jokk Kk *kk
By all others 8/..... e *kk *kk Kk *kk *k%
Subtotal.............. 30,599 *kk ok 16,458 k%
Singapore.................. - - 1,063 - -
All other countries....... 9/ 1,164 1,325 1 484
Total................... 30,836 Fkk F*k% 16,460 Fokk
Incomplete receivers: 6/
Canada.................... 9/ 74 - - 142
Japan 10/................. 2,731 14,038 33,797 9,660 14,431
Korea..................... 79 408 . ‘ 59 36 . 4,397
Mexico: ‘
By Matsushita........... - *kk *kk - *kk
By all others............ - dekok dekk - kol
Subtotal.............. - Fdk Kk - Fkk
Singapore........ TR 11/ 11/ 11/ 11/ 11/
All other countries....... 111 1,288 3,557 1,822 164
Total................... 2,921 Fkk Fkk 11,518 Fkk
Total, by country: .
Canada.............. e 8,751 17,954 25,172 8,840 14,055
Japan.........ih i 30,710 47,736 60,625 21,971 29,874
Korea..................:... 8,707 36,272 65,119 31,726 16,469
Mexico..................... 30,667 35,349 30,201 16,477 6,784
Singapore.................. 5,201 8,686 10,768 7,304 2,154
All other countries........ _ 6,010 5,252 5,296 2,108 1,448
Grand total.............. 90,046 151,249 197,181 88,426 70,786

1/ Because of a lag in reporting, official import statistics include some

"carry-over"” data for merchandise imported, but not reported, in prior periods

(usually the previous month).

Beginning in 1987, Commerce extended its monthly

data compilation cutoff date by about 2 weeks in order to significantly reduce
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the amount of carry-over. Therefore, official statistics for January 1987
include data that would previously have been carried over to February 1987.
However, in order to avoid an apparent overstatement of the January 1987 data,
the carry-over data from 1986 that would have been included in January 1987
official statistics as of the previous cutoff date have been excluded.
Commerce isolated these 1986 carry-over data and has not included them in
official statistics for 1986 or January 1987, since their inclusion in either
period would result in an apparent overstatement. With respect to total-
imports of color picture tubes (including tubes imported in kits and in
incomplete receivers) from Canada, Japan, Korea, Mexico, and Singapore, this
carry-over amounted to $4.1 million.

2/ Consists of imports by related parties for use in their own U.S. production
of television receivers. The data consist of * * ¥, The values reported
herein consist of official statistics of the U.S. Department of Commerce

* % ¥  and of the residual value obtained after subtracting the value of -
Korean imports for unrelated parties (obtained from questionnaire responses)
from official statistics * * *,

3/ Consists of imports sold to unrelated parties in the United States.
Virtually all such imports are by * * %  The values reported herein are
obtained from responses to the Commission’s questionnaire.

4/ Includes Mexico.

5/ Color picture tubes imported as parts of kits are excluded by Commerce from
the scope of these investigations except for such tubes transshipped from
Japan as parts of kits through Mexico.

6/ Official statistics of the U.S. Department of Commerce on kits and on-
incomplete receivers in¢lude the value of television components other than
picture tubes; in order to eliminate the value of other components and to
arrive at an estimated value of color picture tubes, the data (unless
otherwise specified) have been adjusted by using the unit values of color
picture tubes imported separately for each country and applying these unit
values to the quantities of reported imports of color picture tubes from such
countries as parts of kits or incomplete receivers. Where the resulting
estimated values exceed the values as reported in official statistics, ‘the
values as reported in official statistics have been used for the data herein.
7/ Commerce included such imports in its LTFV calculations and has included
such imports in the scope of the investigations because it considers them to
be transshipments from Japan through Mexico. The values reported herein
consist of the actual import values as reported by Matsushita in its
questionnaire response, except for 1984 where the value had to be adjusted

* * * (see footnote 8 in table 22). .

8/ The values reported herein were obtained by subtracting (1) Matsushita’s
and * * *'s reported quantity of imports from the quantity of official
statistics and (2) multiplying this residual by the unit value of * * *’'s
color picture tubes imported as parts of kits from Mexico (* * %),

Footnotes are continued on the following page.
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9/ Less than $500. ‘ . . :

10/ The value data for U.S. imports of incomplete receivers from Japan are.
representative of the value of the color picture tube portion of such
incomplete receivers.

11/ Official statistics of the U.S. Department of Commerce show significant
and increasing imports of .incomplete receivers from Singapore. However, the
quantities of imports of incomplete receivers from Singapore reported in
official statistics are double-counted (they already appear as imports of
incomplete recéivers from Japan). The reported values of imports of
incomplete receivers from Singapore consist of * % *,

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 responses to quest1onnaires of the U.S. International Trade
Commission.

Unit values of total U.S. imports of color picture tubes are shown in
table 24. The average unit value of total U.S. imports of color picture tubes
decreased by 13.0 percent in 1985, increased by 2.4 percent in 1986, and
increased by 41.7 percent in January-June 1987 compared with the average unit
value in the corresponding period of 1986. 1/ Unit values of color picture
tubes directly from each of the countries, except Singapore, subject to:-the
investigations increased markedly in January-June 1987. The unit values are
influenced by shifts in the mix of screen sizes imported.

Korea.--Total U.S. imports of color picture tubes from Korea 1ncreased by
417.9 perc percent in 1985 and 89.1 percent in 1986, and then decreased by 54.4
percent in January- -June 1987 compared with the ‘level of imports in the
corresponding perlod of 1986. However, in its final LTFV determination
regarding imports from Korea, Commerce excluded from the scope of the
investigation imports of color picture tubes "subsequently combined into
televisions by a related party” because such tubes were already covered by the
April 30, 1984, antldumplng duty order on complete and. incomplete television
receivers from Korea." Thus, table 22 presents separate data. for imports from
Korea that were sold to‘rélated parties and those that were sold to unrelated
parties. Imports of color picture tubes from Korea that were sold to
unrelated parties totaled *%% units in 1986, compared with * * *. Such
imports * * *,

Until January'9:'1986;'color picture tubes imported from Korea that were
subsequently combined with circuit boards imported separately to produce color
television receivers in theé United States were not considered to be subject to

1/ There is no current explanation for the large increase in the unit.value of
color picture tubes from Japan in January-June 1987. At the public hearing in
these investigations it was suggested (p. 177 of the tramscript) that the

increase may be a result of a change in product mix and/or of the appreciation
of the yen.
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Table 24
Color picture tubes: 1/ Unit values 2/ of U.S. imports, 1984-86, January-
June 1986, and January-June 1987

(Per unit, based on duty-paid, c.i.f. value)

January-June- -

Item 1984 1985 1986 1986 1987
Canada................co... $82.40 $77.86 $76.66 $72.22 §82.14
Japan.......... i, 76.85 70.97 " 86.39 83.07 142.53
Korea...................... 57.02 45.86 43.54 41.22 46.92
Mexico..................... 60.91 54.48 58.72 57.85 60.46
Singapore............ e 62.66 56.93 53.15 51.47 49.98
All other countries........ 58.63 49.45 77.43 76.93 63.79
Average................ 66.83 58.13 59.55 54.90 77.81

1/ Includes color picture tubes imported separately or as parts of color
television receiver kits or incomplete color television receivers.

2/ The unit values shown are based on tubes imported separately and on the color
picture tube portion of imports of kits and incomplete receivers.

Source: Compiled from official statistics of the U.S. Department of Commerce.

the antidumping duty order on complete and incomplete color television
receivers from Korea. On January 9, 1986, Commerce suspended liquidation, but
did not require the collection of cash deposits, on color picture tubes and
printed circuit boards or assemblies containing certain electronic components,
pending the agency’s clarification of the scope of the antidumping duty order
on complete and incomplete television receivers from Korea. Commerce
subsequently issued its clarification, and effective October 31, 1986, ordered
that cash deposits be collected on the articles covered in the January 6,
1986, suspension of liquidation. 1/ Commerce also provided the specific rates
of duty for such imports from Korean producers.

Canada.--U.S. imports of color picture tubes from Canada increased by
117.1 percent in 1985, by 42.4 percent in 1986, and by 39.8 percent in
January-June 1987 compared with the level of imports in the corresponding
period of 1986. All U.S. imports from Canada are included in the scope of the
investigation on Canada. The principal tube size imported from Canada was in
the * * %,

Japan.--U.S. imports of color picture tubes directly from Japan increased
by 68.3 percent in 1985 and by 4.3 percent in 1986, and then decreased by 20.8
percent in January-June 1987 compared with the level of imports in the
corresponding period of 1986. However, when Japanese-produced color picture
tubes entering the United States as parts of kits or incomplete receivers from
Mexico are added to direct imports from Japan, then U.S. imports from Japan

1/ Commerce’s clarification is currently the subject of litigation at the
Court of International Trade.
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increased by *** percent in 1985, decreased by *%*%* percent in 1986, and
decreased by *** percent in January-June 1987 compared with the level of
imports in the corresponding period of 1986. :

Singapore.--U.S. imports from Singapore 1ncreased by 83.9 percent in 1985
and by 32.8 percent in 1986, and then decreased by 69.6 percent in
January-June 1987 compared with the level of imports in the corresponding
perlod of 1986 LI

0ff1c1a1 statistics of the U.S. Department of Commerce show significant
and increasing imports of incomplete receivers from Singapore, but such
imports :are in effect double counted with imports from Japan. The reason for
the double counting is that * % *., * * %, but the total quantity of
incomplete receivers is reported under both Japan and Singapore.

"'U.S. imports of color picture tubes by screen size are presented in
‘table 25. The principal tube sizes imported into the United States have been
13-inch;tubes, 18-.-and 19-inch tubes, and tubes of 20 inches and over.
Imports 'of 13-inch tubes accounted for the largest share of total tube imports
in each :year and period except for 1984. Such tubes also experienced the
largest rate of increase (345.0 percent) between 1984 and 1986, but decreased
by 46.4 percent in-January-June 1987 .compared with the level of imports in the
corresponding period of 1986..- The share of imports accounted for by color
plcture .tubes of 20 inches and over increased from 18.9 percent in
January+June 1986 to. 35.5 percent in January-June 1987.

"4+, U.8. imports .of full-square color picture tubes amounted to 158,000 units
in 1984; 388,000 units in 1985; 776,000 units in 1986; 280,000 units in
January-June 1986; and 311,000 units in January-June 1987. Imports of
full-square color picture tubes accounted for approximately 23 percent of
total imports in 1986 and approx1mately 34 percent of total imports in
January- June 1987 N

U.S. 1mports of color p1cture tubes of 30 inches and over were * * *.
Imports of color picture tubes of 30 inches and over accounted for .less than
**% percent of total imports in 1986 and less than **% percent of total
imports in January-June 1987. Five firms (* * *) have imported color picture

tubes of 30 inches and over during the period covered by these investigations.
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Table 25

Color picture tubes: U.S. imports 1/ by screen size, 1984-86, January-
June 1986, and January-June 1987

January-June- -

Screen size 1984 1985 1986 1986 1987
Quantity (1,000 units)
12-inch and under............ *khk *kk k% *kk F*kk
13-inch......... e *kk ke *kk *kk T kA%
14- and 15-inch.............. *kk Fkok *kk *kk kkk
16- and 17-inch.............. Fkek *kk *kk *kk Kk
18- and 19-inch.............. 502 687 860 443 134
20-inch and over............. *kk k% Fekk *kk ookl
Total...........ivvivnn.. 1,347 2,602 3,311 1,611 910
Share of total (percent) -

12-inch and under............ *kk *kk *kk : *kk Fkk
13-inch...................... *hk *kk *kk Fekk - kkk
" 14- and 15-inch.............. *kk *kk *okk k% ko
16- and 17-inch.............. kK dekk—en . bk — kL kR%
18- and 19-inch.............. 37.3 26.4 26.0 .27.5 - . 14.7
20-inch and over............. *xk *hk *kk *k% - *kk
"Total..........ccviuvnn. 100.0 100.0 100.0 100.0 -~ 100.0

1/ U.S. imports include tubes imported as parts of color telev1sion receiver
kits or as parts of incomplete color television receivers. ’

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

Market penetration of imports

Table 26 presents data on the quantity and market penetration of imports
assuming that the following categories of imports are included in the scope of
the investigations: (1) all imports of color picture tubes from Canada
entering as color picture tubes or as parts of incomplete receivers; (2) all
imports of color picture tubes from Japan entering as color picture tubes or
entering as color picture tubes or as parts of incomplete receivers; 1/

(3) imports of color picture tubes from Korea that were sold to unrelated
parties; (4) imports of Japanese-produced color picture tubes through Mexico
by Matsushita as parts of kits or incomplete receivers, and imports of color
picture tubes produced in Singapore through Mexico by * * * as parts of * * *;
and (5) all imports of color picture tubes from Singapore that were 1mported
as color picture tubes.

1/ Some incomplete receivers from Japan may already be covered by the
antidumping duty order on color television receivers; however, the great bulk
of such imports are * * *. The data in table 26 assume that all such imports
are included in the scope of the color picture tube investigations.
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Table 26

Color picture tubes: The. quantity of imports and market shares of imports
subject to the investigations, 1/ by countries, . 1984-86, January-June 1986,
and January-June 1987 :

January-June- -

" Item - . 1984 1985 1986 1986 1987

Quantity (1,000 units)

Imports from-- ' '
Canada....... e e PUT 106 . 229 328 122 171

Japan................. e, 397 673 690 265 204
Korea................... e *kk *kk *kk *kk *kk
Mexico...... T *kk Laad *kk Fkk *kk
Singapore................ . ke Fkk Ak haciad F*kk

Total...... e e 1,088 . 1,662 1,925 877 667

Market share (percent)

Imports from- -

Canada...... @ e 0.8 1.7 2.3 1.7 2.6
Japan......... e e 2.9 5.1 4.8 3.8 . 3.2
KOTea. ...ouveeeenannnann.. ok Hokk k% ok *okk
MEXECO. « e, ek *okk 3k *kk . KRR
Singapore.................. il *kk falalad *kk halalal

Total...oouunenenennnnn, 8.2 12.6 - 13.4 12.4 10.3

1/ Assumes that the following categories of imports are included in the scope
of the investigations:- (1) all imports--of color picture tubes from Canada
entering as color picture tubes or as parts of incomplete receivers;. (2)-all
imports .of color picture tubes from Japan entering as color picture tubes or
as parts of incomplete receivers; (3) imports of color picture tubes from
Korea that were sold to unrelated parties;. (4) imports of Japanese-produced
color picture tubes through Mexico by Matsushita as parts of kits or
incomplete receivers, and imports of color..picture tubes produced in Singapore
through Mexico by * % * as parts of * * %;. and (5) all -imports of color
picture tubes from Singapore that were imported as color picture tubes. -

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.

U.S. ‘imports of color picture tubes subject to the investigations
accounted for 8.2 percent of the quantity of apparent U.S. consumption in
‘1984, 12.6 percent in 1985,  and 13.4 percent in 1986. Imports accounted for
10.3 percent of the quantity of apparent U.S. consumption in January-June 1987,
representing a decrease from the 12.4-percent share of apparent consumption in
the corresponding period of 1986. Data on the market share of imports based
on value are presented in table 27. Market share based on value is lower in
all periods than market share based on quantity.
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Table 27 i

Color picture tubes: The value of imports and market shares of imports
subject to the investigations, 1/ by countries, 1984-86, January-June 1986,
and January-June 1987 .

January-June- -

Item ' 1984 1985 1986” _ 1986 1987

Value (1,000 .dollars)

Imports from--

Canada..................... 8,751 17,862 25,172 8,840 14,055
Japan. . .......eiiiiinaa 30,475 47,735 59,623 21,970 28,971
Korea.......... ... .t *kk *hk dkk *kk k¥
Mexico..................... *kk *k% *kk *kk *kk
Singapore.................. *kk **% *kk *kk *k

Total..........covvvinns 75,026 107,269 133,118 57,149 57,194

Market share (in percent)

Imports from--

Canada........:.coovuvnnn. 0.8 1.7 2.2 1.6 2.5
- - o O 2.9 4.5 5.1 3.9 5.2
Korea...................... *kk *kk *okk *kk dkek
Mexico.............c... ... *kk *kk *kdk N *kek
Singapore.................. hakadal fudabed bdallad k% kK

Total..........covvvvn 7.0 10.1 11.4 10.3 10.2

1/ Assumes that the following categories of imports are included in the scope
of the investigations: (1) all imports of color picture tubes from Canada
entering as color picture tubes or as parts of incomplete receivers; (2) all
imports of color picture tubes from Japan entering as color picture tubes or as
parts of incomplete receivers; (3) imports of color picture tubes from Korea
that were sold to unrelated parties; (4) imports of Japanese-produced color
picture tubes through Mexico by Matsushita as parts of kits or incomplete
receivers, and imports of color picture tubes produced in Singapore through
Mexico by * ¥ % as parts of * * *; and (5) all imports of color picture tubes
from Singapore that were imported as color picture tubes.

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.

U.S. imports of color picture tubes significantly increased their market
share in all screen sizes between 1984 and 1986, especially in the smaller
sizes (19 inches and below) (table 28). The market share of imports in the 18-
and 19-inch sizes decreased significantly in January-June 1987 compared
with the market share in the corresponding period of 1986.
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Table 28 ‘ . ' : . . o .
Color picture tubes: Market shares of total U.S. imports, 1/ by screen size,
1984-86, January-June 1986, and January-June 1987 -

v

(In percent)

January-June- -

Screen size : - 1984 - 1985 - 1986 . - 1986 . 1987
12-inch and under....... .00, 20.9 . 60.8 100.0 - 100.0 100.0

. 13-inch........ DU 16:4 58.7 . 76.4 78.0 73.2
14- and 15-inch......:....:.. 80.4 . 95.5.. “100.0 100.0.  100.0
16- and 17-inch..... See..h. 20000 .20.5.- . 100.0 . 100,0 .. .100.0
18- and 19-inch....:..:...n.. -~ 7.4 - - - 11.0. 15:4 14.9 5.4
20-inch and over...... ot iiv s Lh 11,7, 5 .- 11.9 ©10.1 .- 9.5
Average.............n 0. .. 10.1 - 19.8 - .23.0 - 22.9 14.0

1/ U.S. imports-include tubes imported as parts. of. color television receiver
kits or as parts of incomplete color television receivers.

‘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.

The U.S. market for color picture tubes may be affected by the level of
U.S. imports of color television receivers, since a tube is contained in each
receiver. U.S. imports of complete color television receivers, compiled from
official statistics of the U.S. Department of Commerce, are shown in the
following tabulation (in thousands of units):

January-June- -

Source 1984 1985 1986 1986 1987
Canada........ 96 164 117 50 49
Japan......... 2,485 4,382 2,872 1,438 - 706
Korea......... 1,841 848 1,754 753 843
Mexico....... . 2 138 o841 252 © 692
Singapore..... 205 533 “o64l 316 231
All other ‘

countries... 1,809 2,343 3,399 .1,276 2,179

Total..... 6,438 8,408 9,624 - 4,085 4,700

The U.S. market -for color picture tubes may be affected by the level of
apparent consumption of color television receivers, which is presented in the
following tabulation (in thousands of units):

44January-June--

Item - <. 1984 . -.1985 - .1986 1986 1987
U.S. - producers’-: +. ' : . )

domestic shipments.... 12,653 . 12,611 12,685 ... 5,965 5,385
U.S. imports............ 6,438 - 8,408 9,624 4,085 4,700

Total...... g 7B 019,090 - 21,019 22,309 10,050 10,085
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Supplementary tables are presented in appendix J in order to address the
petitionérs’ contention that LTFV color picture tube imports have not only
injured the domestic color picture tube industry directly but also have caused
injury at the television receiver level, as evidenced by reduced captive
purchases of picture tubes by U.S. affiliates of domestic picture tube
manufacturers. 1/ Table J-1 on color television receivers shows that the U.5.

“television-receiver-producing affiliates of the color picture tube producers
have indeed experienced decreases in their U.S. shipments of domestically
produced color television receivers, 2/ and U.S. shipments of domestically
produced color television receivers by Japanese- and Korean-owned firms have
increased correspondingly (except in January-June 1987). Tables J-2 and J-3
present data on a company-specific basis. Table J-4 on purchases of color
picture tubes by television receiver producers shows that the Japanese- and
Korean-owned domestic color television receiver producers obtain most of their
color picture tubes domestically. Their purchases of domestically produced
color picture tubes decreased by 5.6 percent in 1985, increased by 28.3
percent in 1986, and increased by 38.4 percent in January-June.1987 compared
with the level in January-June 1986. Their purchases of imported color
picture tubes increased by 65.0 percent in 1985 and by 24.2 percent in 1986,
and decreased by 40.3 percent in January-June 1987 compared with the level in
January-June 1986. Tables J-5 and J-6 present data on a company-specific
basis.

1/ Petitioners contended (transcript of the public hearing, pp. 43-47) that
"There are large quantities of picture tubes imported at substantial dumping
margins and are sold to producers of television receivers. And this enables
the producers of those television receivers to sell television receivers at
very low prices. Domestic television picture tube producers transfer and sell

picture tubes to related set people . . . And so what we have is . . . color
set people who are related to color picture tube people . . . who must compete
against television sets assembled in this country that are produced with the
benefit of dumped picture tubes . . . We would invite your attention to the

economic consequences of picture tube dumping at the set level which the
statute clearly entitles you to examine.” .

2/ The table also shows that U.S. television-receiver-producing affiliates of
the color picture tube producers have increased their purchases of imported
color television receivers.
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Prices

The purchaser dimension of the market for color picture tubes consists of
OEM's, i.e., original equipment manufacturers or assemblers of color
television receivers. These OEM's fall into two distinc¢t categories. The
first category, which accounts for the largest part-of demand for color
' picture tubes, consists of OEM's that purchase their tubes, largely or
entirely, from related-party picture tube producers, domestic or foreign: 1/
The second category is made up of OEM's that buy color picture tubes from
unrelated 'producers, both domestic and foreign. The latter purchases are
arm’s-length transactions for merchant product picture tubes in contrast to
the related-party transactlons whlch are in effect 1ntracompany purchases at
transfer prlces ’ : < : : T

OEM purchasers, whether relatéd or’'unrelated parties,.generally order -
color picture tubes from one or mote ‘suppliers on'a calendar year basis:. ¢
Quantities are ordered on thé basis of anticipated annual requirements:but! are
not firm quantity commitments. Purchasers note that annual orders have been
generally made "at a fixed price.” 2/ According to several domestic color
picture tube producers and one major purchaser buying in the merchant market,
there are rebates oftered by picture tube suppliers for:reaching prespecified
levels of purchases,- in terms of quantity or value, over thée calendar year or
a stated time period. 3/ i Co

Negotiations with unrelated-party purchasers for annual contracts to
supply color picture tubes generally begin in the third or fourth quarter of
the year preceding the calendar year of the contract and usually are finalized
by the middle of the fourth quarter. For the most part, "deals are struck
verbally and sealed with a handshake.” 4/ The vendor then frequently confirms
the accepted offer price by letter and the'purchaser issues a blanket purchase
order covering anticipated annual quantity requlrements to be 1mp1emented by a
series of releases for scheduled deliveries. Alternatively, a series of
individual purchase orders may be used 'during the annual periéd-for-deliveries
to meet production schedule needs. Delivery schedules over a:contract period
are designed to save inventory costs and warehouse 'space while meeting -

1/ Domestic OEM's that largely purchase color picture tubes from their related
domestic producers are * * %, Domestic‘OEM"s that obtain imported tubes from
related producers are * * % -l '

2/ In negotiations for 1986-87 delivery, some Japanese color picture tube.
producers negotiated a dollar-denominated price based on a stated yen/dollar
rate of exchange plus a clause that if the yen/dollar rate changes by plus or
minus 15 yen, the parties share the gain or loss. One large purchaser noted
that purchasers have been sharing the losses by price adjustments in 1986 and
1987. According to another large purchaser, "there are exceptions to the
practice of fixed prices almost every year:” < B

3/ Rebates, according to * * *; may ‘be semiannual or annual depending on the
circumstances and the supplier. * * * states that rebates are offered as an
incentive for the purchaser to stay with 'the supplier..

4/ Vendors and purchasers alike commented to staff on the informality of the
negotiations and "contract” process. Price quotes are more often than not
made by phone and are not in response to formal written réquests for .quotes. -
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production schedule requirements. Shipments to OEM’'s generally are on a
weekly basis or more frequently., 1/ '

As a basis for comparing domestic and import prices, the Commission asked
U.S. producers and importers to provide prices of the five largest volume
annual contract sales of 13-, 19-, 20-, and 25-inch color picture tubes to
related-party OEM’s and to unrelated-party OEM’s for the years 1984, 1985,
1986, and 1987. 2/

Trends in domestic prices. 3/--The weighted-average price of domestic
13-inch color picture tubes sold to related parties increased from *** in 1984
to **%% in 1985, or by *** percent, then declined *** percent. to ***% in 1986
and held at that level in January-July 1987 (table 29). Weighted-average
prices of domestic 13-inch color picture tubes sold to unrelated parties show
an increase in 1985 from the base year level of #***% to **¥ per tube, .then a
decline in price in 1986 to *** and then to *** in Jgnuary July 1987, an
overall drop in price of *%% percent from the 1985 peak price.

Table 29

13-inch color plcture tubes: Ranges and we1ghted average se111ng prlces of
domestic color picture tubes sold to related and unrelated parties, 1984-86
and January-July 1987

Weighted-average prices of domestic 19-inch color picture tubes sold to
related parties increased from **%% in 1984 to **% in 1985, then fell to *¥** in
1986 and to *** in January-July 1987, a decline of *** percent from the 1985
price (table 30). The weighted-average price of domestic 19-inch color
picture tubes sold to unrelated parties 1ncreased from *** in 1984 to *¥** in
1985, then fell to *** in 1986 and continued down in January-July 1987 to ¥,
a decllne of *%* percent from the 1985 peak price.

Table 30

19-inch color picture tubes: Ranges-and weighted-average selling prices of
domestic color picture tubes sold to related and unrelated parties, 1984-86
and January-July 1987 :

1/ * * *'s "just-in-time” policy calls for color picture tubes to arrive on a
schedule of every 2-1/2 days in quantities tailored to production line needs.
2/ As noted above, it is industry practice to negotiate quantity requirements
on an annual basis generally at fixed prices. This pattern enables price
comparisons on an annual basis. ‘ :

3/ Price data were provided by General Electric, Philips, RCA, and Zenith,
which accounted for *** percent of U.S. producers’ domestic shipments of color
picture tubes in 1986. Sony did not provide price data.
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Domestic 20-inch color picture tubes sold to related parties show a
decrease in 1986 from the 1985 weighted-average price of *¥** to #*#*¥* per tube,
then a decline in price in January-July 1987 to #**%*, a drop in price of *#*%
percent from the base year (table 31).

Table 31

20-inch color picture tubes: Ranges and weighted-average selling prices of
domestic color picture tubes sold to related and unrelated parties, 1984-86
and January-July 1987

Weighted-average prices of domestic 20-inch color picture tubes sold to
unrelated parties increased from *** in 1984 to *** in 1985, then fell to *¥*
in 1986, a decline of *** percent. In January-July 1987 prices increased ***
percent to *** per tube. ‘

The weighted-average price of domestic 25-inch color picture tubes sold’
to related parties incteased from *¥* in 1984 to *%* in 1985, then fell to *%x
in 1986, a decline of *** percent froim the 1985 peak price. In January-July
1987, the price increased %** percent to #*** (table 32). Weighted-average
prices to unrelated parties increased from *** in 1984 to *** in 1985. The
price fell *** percent in 1986 to *%% per tube but strengthened * * * in
January-July 1987 to #*¥%,

Table 32

25-inch color picture tubes: Ranges and weighted-average selling prices of
domestic color picture tubes sold to related and unrelated parties, 1984-86
and January-July 1987 ’

Trends in import prices.--The analysis of trends is treated separately
for each source country.

Japan. - -The weighted-average price of 13-inch color picture tubes
imported from Japan and sold to related parties decreased from *** in 1984 to
*%% in 1985, a decline of **%* percent (table 33). In 1986 the
weighted-average price increased to **%, a price rise of *** percent. In
January-July 1987, the weighted-average price plummeted to *** per tube, a
drop of *%* percent. Data received on prices of 13-inch color picture tubes
sold to unrelated parties in 1984 and in January-July 1987 reflect sales at
*%* per tube during both periods (table 34).



Table 33 . )
13-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987

Table 34

13-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987
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and weighted-average selling prices of
related parties, by import sources,

and weighted-average selling prices of
unrelated parties, by import sources,

The weighted-average pricé of 19-inch color pibfuré’tubés imported from
Japan and sold to related parties decreased *** percent from *** in 1984 to

*%% in 1985 (table 353).

In 1986, the price increased *¥x percent to **¥, but

it fell *** percent to. *** during January-July 1987. The weighted-average

price .of 19-inch color picture tubes

parties declined slightly from *** in 1984 to #**%* in 1985.

increased *** percent in 1986 to *%*

Table 35
19-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987

*

* *

Table 36

19-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987

imported from Japan and sold to unrelated
4 The price
per tube (table 36). ’ :

and weighted-average selling prices of
related parties, by import sources, .

and weighted-average selling prices of
unrelated parties, by import sources,

The wéighted-average price of 20-inch color ﬁibture tubes imported from’
Japan and sold to related parties declined from *** in 1984 to *** in 1985

(table 37).
1987,

The price increased **%

the price dipped to #*%¥% per tube.

percent in 1986 to ***., In January-July

The weighted-average price of 20-inch

color picture tubes imported from Japan and sold to unrelated parties
increased from a 1985 level of **%* to *** in 1986 and climbed to **¥* in

January-July 1987 (table 38).

This sharp increase reflects the declining

value of the U.S. dollar vis-a-vis the Japanese yen during 1986 and 1987.

Specifically, * * *,



Table 37

20-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987

Table 38

20-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987

* *
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and weighted-average selling prices of
related parties, by import sources,

and weighted-average selling prices of
unrelated .parties, by import sources,

THe~weighted-average price of 25-inch.color picture tubes imported from
Japan and sold to related parties declined from *** in 1984 to *** in 1985
(table 39). No data were received on imports from Japan of this size tube

sold to related parties in 1986 or January-July 1987,

Data on the

weighted-average price of 25-inch color picture tubes imported from Japan and

sold to unrelated parties reflect a pattern of * * * (table 40).
weighted-average price in 1984 was *** per tube.

The
The price declined to *¥%* in

1985," rose to *** in 1986, and increased to *** in January-July 1987.  These
% % % color picture tubes are not comparable with the 25-inch * * % tubes sold

to related parties.

They are special, high resolution tubes sold in small

quantities to * * * for use in very high quality television receivers designed

to serve a narrow market segment.

The -receivers are sold to professional
photographers for use in their studios.

There are no domestic counterpart

color picture tubes competing for this small volume of sales.

Table 39
25-inch color picture tubes: Ranges

imported color picture tubes sold to
1984-86 and January-July 1987

Table 40

25-inch color picture tubes: Ranges
imported color picture tubes sold to
1984-86 and January-July 1987

* % *

and weighted-average selling prices of
related parties, by import sources,

and weighted-average selling prices of
unrelated parties, by import sources,
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Canada.--Data from importers of Canadian color picture tubes show'
that the weighted-average price of 19-inch color picture tubes sold to related
parties increased from *#%% in 1984 to *** in 1985 and then to **%* in 1986
(table 35). The weighted-average price of 19- inch color plcture tubes
imported from Canada and sold to unrelated parties in 1985 was *¥*, almost *¥*
percent lower than the price of tubes sold to related parties (table 36). In
1986, the weighted-average price of such tubes sold to unrelated parties
declined to ***, a price level that * * *  This price was *** percent below
the 1986 price of tubes sold to related parties.

The weighted-average price of 20-inch color picture tubes imported from
Canada and sold to related parties was *** in 1986, * * * (table 37). The
weighted-average price of such color picture tubes sold to unrelated parties
was *** in 1986, but increased to *** per tube in January-July 1987 (table 38).

Data were received for 1984 and 1985 on 25-inch color picture tubes
imported from Canada and sold to related parties. 1In 1984, the weighted-
average price was *%%; in 1985 it was * * * at *%* per tube (table 39). No
data were received on sales of such tubes to unrelated parties.

Korea. --The weighted- average prlce of 13-inch color picture tubes
imported from Korea and sold to related partles declined %% percent, from *kk
in 1984 to *** in 1985, then decreased *** percent to *** in 1986 (table 33)
In January-July 1987, the price trend reversed as the price 1ncreased *kk
percent to **%¥  The weighted-average price of such 13-inch éolor’ picture
tubes sold to unrelated parties was **%* in 1986, and increased *** percent to
*%% in January-July 1987 (table 34).

The weighted-average price of 19-inch color picture tubes impbrted from
Korea and sold to related parties declined *** percent from *** in 1984 to ¥
in 1985 (table 35). . In 1986, the price increased ¥%* percent to *** per
tube. Korean 19- lnch color picture tubes were sold to unrelated parties for a
weighted-average 1986 price of *%% per tube and a prlce of *¥* per tube in
January-July 1987 (table 36).

Singapore.--No price data were received on sales of 13-inch color
picture tubes imported from Slngapore and sold to related parties. The
weighted-average price of such 13-inch color picture tubes sold to unrelated
parties was *%% in 1985, then declined to #**%* in 1986 and to ¥¥* in
January-July 1987 (table 34).

The weighted-average price of 19 inch tubes sold to related parties
decreased * * * in 1985 to #*** from its 1984 level of *** per tube (table
35). The price * * * almost *%* percent in 1986 to *** per tube. The
weighted-average price of 19-inch color picture tubes imported from Singapore
and sold to unrelated parties was *** in January-July 1987, the only period
for which data were received (table 36).

Price comparisons

Imports from Japan.--Weighted-average price comparisons of 13-inch
domestic color picture tubes with those imported from Japan and sold to
related parties reflect a mixed pattern of underselling and overselling.
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Thirteen-inch color picture tubes imported from Japan undersold domestic color
picture tubes by margins of *** (or 10.6 percent) in 1985 and by *** (or 4.3
percent) in January-July 1987 (table 41). The imported tubes from Japan sold:
for more than the domestic tubes by *** (or 2.0 percent) in 1984 and by *¥*
(or 10.3 percent) in 1986. Price comparisons in three time periods were
possible on sales of 13-inch color picture tubes from Japan sold to unrelated
parties; all three show underselling by the imported tubes. The margins were
**% (or 19.6 percent) in 1984, #%*%* (or 15.0 percent) in 1986, and *** (or 4.8
percent) in January July 1987 (table 42).

Table 41

13-inch color plcture tubes sold to related partles Average margins by which
imported color picture tubes undersold or (oversold) domestic color picture
tubes, by import sources, 1984-86 and January-July 1987

Table 42 :

13-inch color picture tubes sold to unrelated partles Average margins by
. which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

Comparisons of the weighted-average prices of 19-inch color picture tubes
imported from Japan and sold to related parties reflect a pattern of
underselling by the imported product in 1984 and 1985 and overselling in 1986
and January-July 1987. The margin of underselling was *** (or 3.6 percent) in
1984 and *** (or 10.7 percent) in 1985 (table 43). In 1986 and in
January-July 1987, Japanese.color picture tubes sold for more than the
domestic product by *** (or 8.9 percent) and *** (or 8.5 percent),
respectively. - Three price comparisons. were possible for sales of 19-inch
color picture tubes to unrelated parties. The tubes imported from Japan
undersold the domestic product in 1984 and 1985 but were priced above the
domestic tubes in 1986. The margin of underselling was *** (or 1.7 percent)
in 1984 and *** (or 5.6 percent) in 1985 (table 44). The Japanese 19-inch
tubes sold for more than the domestic tubes by #*** (or 3.2 percent) in 1986.

Table 43 : 4

19-inch color picture tubes sold to related parties: Average margins by which
imported color picture tubes undersold or (oversold) domestic color picture
tubes, by import sources, 1984-86 and January-July 1987
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' Table 44

19-inch color picture tubes sold to unrelated parties: Average margins by
which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

Price comparisons for domestic 20-inch color picture tubes and those
imported from Japan and sold to related parties were possible for three time
periods. They reveal underselling by the imported product from Japan in 1985,
but show overselling by the imported tubes in 1986 and January-July 1987. The
margin of underselling was **% (or 1.6 percent) in 1985 (table 45). The
margins of overselling by the imported tubes from Japan were *** (or
12.2 percent) in 1986 and *** (or 4.9 percent) in January-July 1987.
Comparisons of weighted-average prices of sales of 20-inch color picture tubes
to unrelated parties show a pattern of overselling. 1In 1985, the Japanese
tubes oversold the domestic product by *** (or 2.8 percent) (table 46). 1In
1986, the overselling margin increased to *** (or 16.4 percent) and in
January-July 1987 the margin of overselling was *** (or 32.8 percent),
reflecting the appreciation of the yen in 1986-87.

Table 45

20-inch color picture tubes sold to related parties: Average margins by which
imported color picture tubes undersold or (oversold) domestic color picture
tubes, by import sources, 1984-86 and January-July 1987

Table 46 ,

20-inch color picture tubes sold to unrelated parties: ' Average margins by
which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

Price comparisons of 25-inch domestic color picture tubes with those of
imported tubes from Japan sold to related parties are only possible for 1984
and 1985. They show that the imported tubes from Japan undersold the domestic
tubes in both years. The margin of underselling was *** (or 2.7 percent) in
1984 and *** (or 8.9 percent) in 1985 (table 47).



Table 47

25-inch color picture tubes sold to related parties: Average margins by which
imported color picture tubes undersold or (oversold) domestic color picture
tubes, by import sources, 1984-86. and January-July 1987

Imports from Canada.--No price comparisons were possible for 13-inch
color picture tubes because no Canadian price data were received. Comparisons
of the weighted-average prices of domestic firms and those of imports from
Canada for 19-inch color picture tubes show that in sales to related parties
the Canadian color picture tubes were priced above the domestic tubes by a
margin of *** (or 6.8 percent) in 1984, *** (or 5.7 percent) in 1985, and by
*%% (or 11.0 percent) in 1986 (table 43). Prices of 19-inch color picture
tubes sold to unrelated parties reveal a pattern of underselling by the
imported Canadian tubes. The margins were *** (or 2.1 percent) in 1985, ***
(or 7.4 percent) in 1986, and *** (or 6.5 percent) in January-July 1987 (table
44),

Comparisons of the weighted-average prices of domestic firms and those of
imports from Canada for 20-inch color picture tubes are possible for two data
points in sales to related parties. Both show Canadian imports underselling
the domestic product. In 1986, the margin was *** (or 0.6 percent) and in
January-July 1987 the margin was *** (or 0.6 percent) (table 45). Comparisons
of such prices for sales to unrelated parties are possible for the same time
periods and both reflect higher prices for the imported Canadian tubes. The
margin of overselling was *** (or 4.4 percent) in 1986 and *** (or 7.1
percent) in January-July 1987 (table 46).

Comparisons of weighted-average prices of 25-inch domestic color picture
tubes and those of imports from Canada sold to related parties were possible
for two time periods. Both show the Canadian tubes priced above the domestic
product. The margin of overselling was **%* (or 3.2 percent) in 1984 and ***
(or 1.3 percent) in January-July 1987 (table 47).

Imports from Korea.--Weighted-average price comparisons of sales of
13-inch color picture tubes to related parties show a pattern of underselling
by the imported Korean tubes in all 4 years. The margins were **%* (5.9
percent) in 1984, *¥* (19.0 percent) in 1985, *%* (16.8 percent) in 1986, and
**% (1.7 percent) in January-July 1987 (table 41). A comparison of the 1986
weighted-average prices of sales of 13-inch color picture tubes to unrelated
parties shows that the Korean color picture tubes undersold the domestic
product by a margin of *** (8.8 percent) (table 42). In January-July 1987,
the price comparison indicates that the Korean tubes sold for more than the
domestic tubes by a margin of *** (5.8 percent).
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Comparisons of weighted-average prices of 19-inch color picture tubes
sold to related parties show a mixture of underselling and overselling. The
margins of underselling were *** (2.9 percent) in 1984 and *** (13.2 percent)
in 1985 (table 43). In 1986 the price comparison shows overselling by a
margin of *** (12.5 percent). Such sales to unrelated parties provided two
comparisons; both indicate underselling. The Korean 19-inch tubes undersold
the domestic product in 1986 by a margin of *** or 6.4 percent (table 44).
The margin in January-July 1987 was **%* (or 4.7 percent).

Imports from Singapore.--Weighted-average price comparisons of sales
of 13-inch color picture tubes to unrelated parties show that the imported
color picture tubes from Singapore undersold the domestic product by a margin
of *%%, or 10.4 percent, in 1985 (table 42). 1In 1986 the imported color
picture tubes undersold the domestic product by #**%*, or 12.6 percent. The
margin of underselling by the tubes imported from Singapore narrowed in
January-July 1987 to ***, or 6.0 percent.

Comparisons of weighted-average prices of sales of 19-inch color picture
tubes to related parties show a pattern of overselling by the imported tubes
from Singapore in 1984, with underselling in 1985 and 1986. The margin of
overselling was *** (0.6 percent) in 1984, and the margins of underselling
were **% (1.6 percent) in 1985 and *** (7.1 percent) in 1986 (table 43). The
single price comparison for sales of 19-inch color picture tubes to unrelated
parties shows underselling by the imported tubes from Singapore in * % *, The
margin of underselling was #*%%, or 0.6 percent (table 44).

Purchase prices.--The Commission requested purchasers to provide
competing price quotes for the three largest volume purchase orders awarded to
unrelated parties for color picture tubes scheduled for delivery in 1985,
1986, and 1987. The screen sizes covered included 13-inch, 19-inch, 20-inch,
and 25-inch tubes. The same request was made for purchase orders awarded to
related parties. Sixteen purchasers provided useful price data. With two
exceptions, 1/ they included all of the major television receiver producers
that source from their own related picture tube plants as well as the two
major firms, Sanyo and Sharp, that source entirely from the merchant market.
In terms of quantity, the volume of the data base is highly representative,
with coverage that accounts for most of the volume of domestic shipments and
imports by screen size. These annual purchase price data are organized by
screen size to include the range of prices and the weighted-average price.
They are presented separately for purchases from unrelated parties and from
related parties and are shown below by subject import source country and for
domestic product.

Price trends for U.S.-produced tubes.--The weighted-average purchase
prices of domestic 13-inch color picture tubes purchased from unrelated
parties increased 3.5 percent from *** in 1984 to *** in 1985, but then
declined 18 percent from this period high to *** per tube in 1987 (table 48).
As the price fell, the quantity purchased and the number of purchases also
declined sharply.

1/ Sony and General Electric did not submit purchase price data.
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Table 48

13-inch color picture tubes: Ranges and weighted-average purchase prices of
domestic color picture tubes purchased from related and unrelated parties,
1984-86 and January-July 1987

Purchases of 13-inch color tubes from related parties reflect a similar
pattern, although the decline is not as steep. The weighted-average price
fell 6.4 percent from *%* in 1985 to *** in 1986 and January-July 1987. The
quantity of domestic tubes purchased from related parties fell by more than
one-half during this period, as domestic producers made decisions to source
13-inch color picture tubes abroad or to import complete television receivers
or kits or incomplete receivers containing color picture tubes.

Purchase prices of domestic 19-inch color picture tubes sourced from
unrelated parties reflect a downtrend. The weighted-average price fell from
**% in 1985 to *¥*% in January-July 1987, a decline of 6.1 percent (table 49).
A similar downtrend occurred in the purchase price of domestic 19-inch tubes
sourced from related parties. The weighted-average price dropped from a high
of *%% in 1985 to *** in 1987, a decline of 6.5 percent.

Table 49
19-inch color picture tubes: Ranges and weighted-average purchase prices of

domestic color picture tubes purchased from related and unrelated parties,
1984-86 and January-July 1987

The weighted-average prices of 20-inch domestic color tubes purchased
from unrelated parties also declined during the subject period. The price
fell 4.5 percent from **% in 1985 to *** in January-July 1987 (table 50).
Although the purchase price of 20-inch domestic tubes sourced from related
parties also declined, the downturn was more moderate. The weighted-average
price fell from **%* in 1985 to *%*%* in 1987, or by 1.4 percent.

Table 50

20-inch color picture tubes: Ranges and weighted-average purchase prices of
domestic color picture tubes purchased from related and unrelated parties,
1984-86 and January-July 1987
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A steady downtrend is shown in the weighted-average prices of 25-inch
color tubes sourced from unrelated parties. The purchase price was *** in
1985, but declined 3.2 percent to *** in January-July 1987 (table 51).
Purchase prices of 25-inch domestic color picture tubes purchased from related
parties reflect an irregular upward trend. From a weighted-average price of
**%% in 1984, the price increased 5.8 percent to *** in 1985; the price fell
2.7 percent to *** in 1986, but then increased 1.2 percent to *** in
January-July 1987,

Table 51

25-inch color picture tubes: Ranges and weighted-average purchase prices of
domestic color picture tubes purchased from related and unrelated parties,
1984-86 and January-July 1987

Price trends for imports from Japan.--Purchase prices of 13-inch
color picture tubes sourced from unrelated parties show a sharp decline
between 1984 and 1986. The weighted-average price fell from *** to **% 6 a
decline of 32.7 percent (table 52). The price trend for purchases of 13-inch
tubes from related parties reflects an irregular pattern downward. The
weighted-average price dipped from #%** in 1984 to **%* in 1985, then jumped to
**%* in 1986, but fell 13 percent to a period low of *%* in January-July 1987
(table 53).

Table 52

13-inch color picture tubes: Ranges and weighted-average purchase prices of
imported color picture tubes purchased from unrelated parties, by import
sources, 1984-86 and January-July 1987

Table 53

13-inch color picture tube%: Ranges and weighted-average purchase prices of
imported color picture tubes purchased from related parties, by import
sources, 1984-86 and January-July 1987

Weighted-average prices of 19-inch color picture tubes imported from
Japan and purchased by unrelated parties were reported for 2 years; they
increased from *** in 1985 to *** in 1986, an increase of 4.6 percent (table
54). The purchase prices of 19-inch Japanese tubes purchased by related
parties show an irregular trend. From a base year price in 1985 of #*#*%*, the
weighted-average price climbed to ***, an increase of 17.2 percent, but dipped
to *** in January-July 1987 (table 55).
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Table 54

19-inch color picture tubes: Ranges and weighted-average purchase prices of
imported color picture tubes purchased from unrelated parties, by import
sources, 1984-86 and January-July 1987

-k B 4 * * * * *

Table 55 ° o .

19-inch color picture tubes: Ranges and weighted-average purchase prices of
imported color picture tubes purchased from related parties, by import
sources, 1984-86. and January-Jply 1987

* g * * * * * *

The weighted-average prices of imported Japanese 20-inch color tubes
purchased by unrelated parties trended up from *** in 1985 to *** in 1987, an
increase of 15.3 percent (table 56). Purchase prices of this size color tube
sourced from related parties reflect a different pattern. From a
weighted-average price of #*** in 1985, the purchase price increased 8.2
percent to *** per tube in 1986, but then declined in January-July 1987 to
**%, a decrease of 5.3 percent (table 57). This downturn in related party
purchase price contrasts with the sharp upturn in price that characterized the
purchase price paid by unrelated parties (#¥*%%).

Table 56 _ . , ‘

20-inch color picture tubes: Ranges and weighted-average purchase prices of
imported color picture tubes purchased from unrelated parties, by import
sources, 1984-86 and January-July 1987

* * L% * % : * *

Table 57 o

20-inch color picture tubes: Ranges and weighted-average purchase prices of
imported color -picture tubes purchased from related parties, by import
sources, 1984-86 and January-July 1987

* * * * * * *

Data received from purchasers show no unrelated party purchases of
25-inch color picture tubes imported from Japan. The weighted-average
purchase price for *** color tubes of this screen size imported from related
Japanese parties was **%* in 1985, the only year for which price data were
received (table 58).
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Table 58
25-inch color picture tubes: Ranges and weighted-average purchase prices of

imported color picture tubes purchased from related parties, by import
sources, 1984-86 and January-July 1987

Price trends for imports from Canada.--Purchase prices of 19-inch
color picture tubes sourced from unrelated parties reflect a downturn. From a
price of *%* per tube in 1985, the price dipped 1.9 percent to #*** in 1986
(table 54). Purchases of 19-inch Canadian tubes from related parties reveal
a fractional price increase from 1985 to 1986. The weighted-average price was
*t% in 1985 but edged up to *** in 1986 (table 55).

Unrelated party purchases of 20-inch color tubes imported from Canada
show a slight decline from 1986 to 1987. From a price of #*** in 1986, the
price fell 0.6 percent to **%* per tube in 1987 (table 56). Purchases of
~ 20-inch Canadian color picture tubes from related parties in 1986 and 1987
reveal a stable price level at *** per tube (table 57).

No data on unrelated party purchases of 25-inch tubes were received.
Purchases of imported Canadlan 25-inch color picture tubes from related
parties show a weighted-average price per tube of slightly more than *** for
such purchases in 1984 and 1985 (table 58) :

Price trends for imports from Korea.--Purchase prices paid by
unrelated parties for 13-inch color picture tubes imported from Korea were
received for only 2 years. In 1986, an unrelated party (* * *) purchased %**
13-inch tubes at **%* per tube (table 52). * * * purchased #*** such color
tubes in 1987 at *** per tube. Purchase price data-for 13-inch color tubes
imported from related Korean parties span the entire subject time period.
They show a sharp downtrend from 1984 through 1986, but a net increase in
1987. The weighted-average price decreased 1ll.4 percent from *** in 1984 to
*%% in 1985 and fell . to *** in 1986, a decline of 5.7 percent (table 53).
This downtrend reversed in 1987 as the weighted-average price jumped 24.9
percent to **%x 6 1/

Unrelated party purchases of 19-inch Korean coldor picture tubes also
provided price data for only 2 years. In 1986, * * * purchased *** 19-inch
color tubes at *** per tube (table 53). * * % bought *** 19-inch Korean color
tubes in 1987 at **%* per tube. A single related party purchase in 1985 was
made at *** per tube (table 55).

Price trends for imports from Singapore.--Purchase price data for
13-inch color picture tubes imported from Singapore and purchased by unrelated
parties span the years 1985-87 and reflect a steady downtrend. The
weighted-average price fell from *** in 1985 to *%* in 1986 and continued to

1/ Color picture tubes imported from Korea by related Korean parties for use
in television receivers assembled in Korean-owned plants are excluded from
these investigations by a Commerce Department decision.
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decline in 1987 to *** per tube, for an overall decrease of 13.5 percent
(table 52). No data were received for related party purchases of 13-inch
color tubes imported from Singapore.

A single purchase by an unrelated party (* * *) of *%* 19-inch color
picture tubes imported from Singapore in 1986 shows a purchase price of **=*
per tube (table 54). Purchases by related parties of imported 19-inch tubes
from Singapore reflect a steady downtrend in price. From a weighted-average
price of *** in 1985, the price decreased to *** in 1986 and *** in
January-July 1987, for an overall decline of 16 percent (table. 55).

Price comparisons with respect to imports from Japan.--For purchases
by unrelated parties, weighted-average price comparisons of 13-inch domestic
color picture tubes and those imported from Japan were possible for 2 years
and reflect a mixed pattern of overselling and underselling. In 1984, a
single purchase of *** of the imported Japanese tubes, at *** per tube, was
priced above the domestic tubes by a margin of **%* per tube, or 19.8
percent. 1/ The imported tubes undersold the domestic product in 1986 by ***,
or 8.5 percent (table -59). ' ‘

Table 59 :

13-inch color picture tubes purchased from unrelated parties: Average margins
by which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984:86 and January-July 1987

* * -% * * * *

Related party purchases of 13-inch color tubes also reflect a mixed
picture of overselling and underselling. The imported product was priced
above the domestic product in 1984 and 1986. The margin of overselling was
*%% or 0.8 percent, in 1984 and *** or 10.0 percent, in 1986 (table 60).
In 1985 and 1987, the Japanese color tubes undersold the domestic product by
margins of ***, or 10.2 percent, and ***, or 4.3 percent.

Table 60 : : :

13-inch color picture tubes purchased from related parties: Average margins
by which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

* *. * * . * * *

1/ The weighted-average domestic price was based on 5 purchases totaling **=*
tubes at prices that ranged from a low of *** .to a high of *** A purchase of
*%% imported Japanese tubes at *** per tube undersold the domestic product in
1986 by a margin of ***, or 17.6 percent. The domestic price was based on 2
purchases that totaled *** tubes at prices that ranged from **% to **%¥% per
tube. ' '
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Price comparisons for domestic and imported Japanese 19-inch color
picture tubes purchased by unrelated parties were possible for 1985 and 1986.
In 1985, the imported Japanese tubes undersold the domestic product by a
margin of *%*, or 6.1 percent (table 61). 1/ The Japanese product was priced
above the domestic product in 1986 by a margin of ***, or 2.8 percent. 2/

Table 61 : :
19-inch color picture tubes purchased from unrelated parties: Average margins
by which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

* * * * * . * *

Three comparisons were possible for related party purchases of 19-inch
color tubes. Two of the three reflect overselling by the Japanese product.
The Japanese product undersold the domestic product in 1985 by a margin of
*%%, or 11.3 percent (table 62). 3/ In 1986, the Japanese tubes were priced
above the domestic product by a margin of *** or 8.9 percent, and in 1987,
the margin of overselling by the Japanese tubes was *** or 8.6 percent. 4/

Table 62 ‘ . ‘
19-inch color picture tubes purchased from related parties: Average margins
by which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

1/ Two purchases that- totaled *** tubes at prices that ranged from ***x to **%
per tube were the basis for this weighted average. Nineteen domestic
purchases that totaled *** tubes at prices that ranged from *** to *¥** make up
the weighted-average price.

2/ This margin is based on a single purchase of **%* Japanese tubes at #*** per
tube compared with the weighted-average price per tube of 23 purchases of
domestic tubes for a total of *** tubes at prices that ranged from »** to *¥¥%
per tube. ‘ .

3/ Weighted-average prices are based on 5 domestic product purchases that
total *** tubes at prices that range from *** to *%* per tube, compared with 2
purchases of Japanese tubes that total *** tubes at prices that range from ***
to **%,

4/ Weighted-average prices for 1986 are based on 3 domestic product purchases
that total *** tubes at prices that range from *** to *** per tube, compared
with 3 purchases of Japanese tubes that total *** tubes priced at *¥* to **¥*
per tube. For 1987, the weighted-average prices are based on 6 domestic
purchases that total #** tubes at prices that range from #*** to *%* per tube,
compared with 5 purchases of imported Japanese tubes that total ¥** tubes at
prices that range from *** to *** per tube. '
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Three comparisons of unrelated party purchases of 20-inch color picture-
tubes all reflect overselling by the Japanese product: The margins ranged
from ***%, or 4.1 percent, in 1985 to *%*, or 25.6 percent, in 1987
(table 63). Three comparisons:of weighted-average prices of purchases of
20-inch tubes by related parties were possible; one shows underselling by the
Japanese product and two reflect overselling. 1In 1985, the Japanese product

'

" undersold the domestlc product by a margin of *** .or 1.9 percent (table 64).

The margins of overselllng were %%**% or 6.7 percent, in 1986 and ***, or 1.9
percent, in 1987.

Table 63 , o

20-inch color p1cture tubes purchased from unrelated parties: Average margins
by which imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import sources, 1984-86 and January-July 1987

Table 64 . : . ,
20-inch color picture tubes purchased from related parties: Average margins
by‘whlch imported color picture tubes undersold or (oversold) domestic color
picture tubes, by import-.sources, 1984-86 and January-July 1987

" No comparisons were possible for purchases of 25-inch color tubes from
unrelated parties.. A single price comparison was possible for purchases of
25-inch tubes from related parties: The Japanese product undersold the
domestic product in 1985 .by #*%** per ‘tube, or 8.3 percént (table 65).

Table 65 :

25-inch color picture tubes purchased from related parties: Average margins
by which imported color picture. tubes undersold or (oversold) domestic color
picture tubes, by import sources, ' 1984-86 and January-July 1987

Price comparisons with respect to imports from Canada.--No
weighted- average price comparisons were possible for unrelated or related
party purchases of . domestic 13-inch.color tubes and such tubes imported from
Canada. Two comparisons of such 19-inch color: tubes purchased by unrelated’
parties were possible.. One reflects underselling and the other-overselling by”
the Canadian product.  In 1985, the Canadian product undersold the domestic
product by *¥*, 6 or 2. 4 _percent (table 61). . The Canadian 19-inch tubes were
priced above the domestlc tubes in 1986 by a margin of *¥*%*, or 0.2 percent. "
Comparisons of. two such tube - purchases from related partles reveal overselling
by the Canadian tubes in both instances. In 1985 the Canadian product was
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priced at ***, or 5.6 percent, above the domestic product and in 1986, the
margin of overselling was ***, or 11 percent (table 62).

Two comparisons were possible for purchases of 20-inch domestic and
Canadian color tubes by unrelated parties; both show the Canadian price above
that of the domestic product (table 63). Two comparisons of purchases of such

tubes from related parties reveal underselling by the Canadian 20-inch tubes
(table 64).

No comparisons of domestic and Canadian 25-inch weighted-average prices
of purchases by unrelated parties were possible. Two comparisons of prices
for purchases of such. tubes by related parties were possible and reflected
overselling by margins of **%* 6 or 7.6 percent, in 1984 and ***, or 1.9
percent, in 1985 (table 65).

Price comparisons with respect to imports from Korea.--Two
comparisons of weighted-average prices of unrelated party purchases of 13-inch
domestic color tubes and those imported from Korea were possible. One
reflects underselling, the other overselling. In 1986, the Korean color tubes
undersold the domestic tubes by a margin of ***, or 13.4 percent (table 59).
The second comparison shows that the Korean tubes were priced above the
domestic tubes in 1987 by a margin of **%, or 5.9 percent.

Four comparisons of weighted-average purchase prices of domestic and
Korean 13-inch color tubes purchased from related parties were possible. All
show underselling by the Korean product. The margins range from a low of #*¥%,
or 1.7 percent, in 1987 to a high of *** or 21.8 percent, in 1985 (table 60).

Two comparisons of weighted-average prices of domestic and Korean 19-inch
color picture tubes were possible for purchases from unrelated parties. Both
show underselling by the Korean product. In 1986, the margin of underselling
was *%*, or 8.2 percent, and in 1987, the margin was **¥,6 or 4.3 percent
(table 61). A single comparison was possible for purchases of this product
from related parties. In 1985, the Korean 19-inch tubes undersold the
domestic product by a margin of ***, or 13.2 percent . (table 62).

Price comparisons with respect to imports from Singapore.--Three
comparisons were possible for weighted-average purchase prices of domestic
13-inch tubes and those imported from Singapore and purchased by unrelated
parties. All reveal a pattern of underselling by the imported color picture
tubes from Singapore. The margins ranged from a low of *** or 5.9 percent,
in 1987 to a high of #***, or 14.2 percent, in 1986 (table 59). No comparisons

of purchase price data for related party purchases of 13-inch tubes were
possible.

A single comparison was possible for weighted-average prices of purchases
by unrelated parties of 19-inch domestic color tubes and tubes imported from
Singapore. 1In 1986, the 19-inch color tubes from Singapore undersold the
domestic product by a margin of ***, or 6.3 percent (table 61). Three
comparisons were possible for related party purchases of 19-inch domestic
tubes and tubes imported from Singapore. All reveal underselling by the color
tubes imported from Singapore. The margins of underselling range from ***, or
5.1 percent, in 1985 to *** 6 or 14.8 percent, in 1987 (table 62).
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The related party price question.--Weighted-average purchase prices
pald by unrelated and by related parties for domestic color picture tubes and
for such products imported from the subject countries are presented by screen
size in appendix K. These data provide a perspective on whether purchase
prices of domestic or imported color picture tubes sourced from related
parties reflect market prices, or are calculated on a cost or cost-plus
basis.

Domestic color picture tubes.--These data reveal that in 11 of
12 comparisons the weighted-average purchase prices of color picture tubes
sourced from unrelated parties were above the purchase prices of color picture
tubes sourced from related parties (table K-1). Only in 13-inch color tube
purchases in 1987 was the price of tubes sourced from unrelated parties below
that of tubes purchased from related parties, at a differential of 7.9
percent. The price differentials between related and unrelated sources for
the other 11 comparisons were less, ranging from 0.8 to 6.4 percent.

Imports from Japan.--Data for color picture tubes imported from
Japan reveal that in four of six comparisons, tubes purchased by unrelated
parties were priced above the weighted-average prices of those supplied to
related parties, by margins that ranged from a low of 2.7 percent to a high of
22 percent (table K-2). Two comparisons, one for 13-inch and the other for
19-inch, reflect unrelated party prices below related party prices, by margins
of 20.3 and 3.7 percent.

Imports from Canada.--Two of four comparisons of data for color
picture tubes imported from Canada show that purchase prices for 19-inch tubes
sourced from unrelated parties were lower than those for such purchases from
related parties, by margins of 5.8 and 7.9 percent. The other two comparisons
show that for 20-inch tubes the purchase prices of tubes supplied by unrelated
parties were above those sourced from related parties, by margins of 8.1 and
8.8 percent (table K-3).

Imports from Korea.--Two comparisons were possible for color
picture tubes imported from Korea, both for the 13-inch screen size. -In 1986,
the purchase price of such tubes supplied by an unrelated party was 16.9
percent above the weighted-average price of 13-inch tubes sourced from a
related party (table K-4). In 1987, the price of the tubes sourced from an
unrelated party was 0.8 percent below the weighted-average price of tubes
supplied by related parties. ' <

Imports from Singapore.--A single comparison of unrelated and
related party prices for color picture tubes imported from Singapore reveals
that 19-inch tubes sourced from an unrelated party were purchased at a price

2.2 percent above the price of such tubes sourced from related parties (table
K-5).

~ Purchase prices for color picture tubes paid by related and unrelated
parties to individual tube producers are presented in tables K-6 through
K-10. These data permit comparisons of related and unrelated prices of a
given supplier. - For tubes produced in the United States (table K-6) by
‘specific producers, these data show that in 23 of 26 comparisons, unrelated
party prices were higher than related party prices, at differentials ranging

™
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up to 8.5 percent; in 3 comparisons, unrelated party prices were lower by
differentials ranging from 0.6 to 7.9 percent. For producers in foreign
countries there was one comparison possible in Japan in 1987 for * * * in
which the unrelated party price for 20-inch tubes was less than the related
price by **%* or 8 percent (table K-7). In Canada, for * * %, four

- comparisons were divided--two higher, two lower (table K-8). No company

comparisons were possible for Korea; there was one in Singapore where the
unrelated price was higher by 2.2 percent (tables K-9 and K-10).

Bid competition.--Weighted-average prices provide a basis for
analyzing data on an aggregate basis. Another approach in obtaining a picture
of the competition as it exists between domestic producers and importers is to
compare color picture tube prices and competing quotes to specific purchasers
for their annual sourcing decisions. This enables comparisons of quotations
to the same purchaser '‘at the same point in time, on the basis of the same
quantity, tube specifications, and delivery schedules. Price data for four
individual purchasers of domestic and imported color picture tubes are
presented in tables K-11-25. They include Sanyo, Sharp, North American
Philips, and Matsushita. Sanyo and Sharp are the two largest purchasers that
are unrelated to any domestic or foreign supplier of color picture tubes.
Philips is a domestic firm that has * % *,  ‘Matsushita is the * * *,

Together, these four purchasers account for the bulk of color picture tubes
purchased from unrelated parties. '

Purchases by Sanyo.--* * %, % % % % & %, % % %
(table K-11). * % % _ % % %_ % % % (table K-12). . * * * (table K-13).
* % % (table K-14). '

Purchases by-Sharp.--'

Most of Sharp’s volume is supplied by domestic color'ﬁicturé tubes.
Sharp has, however, purchased * * * (tables K-15 and K-16). - In 1986, * * *,
* % %, % % % (table K-17). :

Purchases by Matsushita.--Imported tubes from Matsushita
(Japan) in * * * % % ¥

* % % (table K-18).' * % %, % % % In terms of Being competitive
compared with other purchase prices of * * *, % % %,

* % % (table K-19). * % %, % % % % % %,
* % % % % % (table K-20). * * %,

Since 1985, Matsushita has sourced * * * (table K-21). Competing
domestic prices have been within ‘a range of * * * % % % (table K-21).

Purchases by Philips.--* * * (table K-22). Philips did not
purchase * * *, In * * * Philips purchased *** percent of its volume in 1986
and *** percent in 1987 from * * * (table K-23). * * *,
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Philips purchased * * %, Philips split its volume * * * (table K-24).
Two shipments of *# # ¥, * % %, % % % Philips supplemented its * * %,
There were no competing quotes for * * * (table K-25).

Lost sales

* * * alleged lost volume of from *%% to *¥* * * * color picture tubes
per year beginning in 1983, ##%%* attributes this aggregate lost volume to the
increasing volume of low-priced imports of color picture tubes and to OEM
decisions to purchase finished receivers from offshore to round out their
product line. 1/ * * * estimated the lost revenue corresponding to the lost
volume at *** to *** per year.

* * * alleges that it quoted * * * prices to * * * and * * * in 1982 for
1983 orders but did not win any business. * * * “continued to quote * * * in
1983, 1984, and 1985 but were (sic) unsuccessful in securing business.” 2/
* % ¥ alleges that it was told by its customers that they "were not
competitive in price with * * * or * * % " * % % noted that Korean * * *
tubes became a market factor in 1985. Data on competing prices for * * *
tubes compiled by * * * in its questionnaire response are shown in the
following tabulation:

Specific quantities of lost sales to specific customers were provided by
* % %, & & * quoted * * * on *** * % % color picture tubes in * * %, **% in
* % % and **% in % ¥ *, 3/ The respective quotes were **%, 6 *%%  and *** per
tube. ' The staff was able to confirm the prices paid by * * * for * * * color
picture tubes imported by * * * from * * * and by * * * from * * *,
Questionnaire responses by * * * show * * % won an order from * * * for **%*
* * % color picture tubes for delivery in 1985 at a price of *¥* per tube,
compared with * * *'s alleged offer price of **%, * % % shows a * * * quote
of **%* in 1984 but no quote in 1985. 1In 1986, * * * was awarded an order by
* % % for %%k * * % color picture tubes at * * * per tube. * * * did not
quote on this order. 4/

The accuracy of * * *’'s data on competing prices of Korean color picture
tubes is reflected in * * *'s purchase price data as submitted in its

1/ * % *x,

2/ * % *'s questionnaire response.

3/ In * * ¥ % % % allegedly quoted * * * a price of *** on a prospective
order for **%* * * * color picture tubes. * * % did not receive any of these
orders.

4/ Price data from * * *'s questionnaire response show that * * * sold * * *
* % % color picture tubes in 1985 at *** per tube and in 1986 at *%%* per tube,
or at the alleged prices listed by * * * in its questionnaire response. The
specific * * * quotes to * * % submitted by * * % in its questionnaire
response do not match those in the * * * tabulation of "* * * competitive
pricing inputs.”
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questionnaire response. * * * agwarded ¥ * * an order in * * * for *%% * % *
color picture tubes for 1986 delivery at *** per tube, the competing price as
listed by * * ¥, % * * erred, however, in its alleged * * * price of *¥%,
because * * * purchased *** % * * color picture tubes from * * % at a price of
*%*% per tube.

* % % also alleged a decline in shipments of * * * tubes to OEM’'s as a
result of competing low-priced imports. No specific lost sales were listed,
however. * * * did provide a comparative price quote matrix allegedly
compiled from prices provided by OEM customers. 1/ These price quote
comparisons for * * * color picture tubes are shown in the following
tabulation:

* % %, in its questionnaire response, listed purchases of **¥* imported
Japanese * * * color picture tubes in 1985 from * * * at **%* per tube and *¥¥
such tubes in 1986 at the same price. The 1985 * * % price reported by * * %
was **%  or ***% percent below the competing * * * price quote listed by
* % %, % % % lists a purchase of **%* Korean * * * color picture tubes from
* % % in 1986 at *** per tube, confirming the * * * price listed by * * *,

* % *'s price undersold the * * * quote in 1986 by a range of *¥k-%%% or *i*
to **% percent. * % %, in an amendment to its questionnaire response, listed
a purchase of **%* % % * tubes from * * % in 1986 at *%* per tube. These tubes
were imported from * * *., The price reported by * * * undersold * * *'sg
highest quote (¥#%%*) by #*¥*%* per tube, or *¥%% percent. % * *’s questionnaire
response corroborates the % * * price of *%%,

* * % also listed an order awarded to * % % in 1986 for *** * % * color
picture tubes imported from * * * at a delivered price of *** per tube. 2/
* % % lists a purchase of #%¥* * % % color picture tubes from * * * in 1986 at
*%** per tube. o

* % * listed five alleged lost sales that involved three different
purchasers: * % %, % % % and * * *, These alleged lost sales spanned the
period 1983-86 and amounted to a potential sales volume of *%% % * % %%
* % %, and *%% % % * color picture tubes.

1/ * ¥ %'s questionnaire response states that the sources of these price data
are * * * % % %, % % *¥ is a smaller unrelated purchaser that buys color
picture tubes for television receivers assembled * * ¥, % % % is an importer
and * * *,

2/ *%%* of these tubes went into receivers that were exported by * * * to

* % %, According to * * * no duty was paid on those *** * * * color picture
tubes. The net price of the tubes exported back to * * * in the form of
finished receivers would be roughly *** less than the duty paid, delivered net
price of *%*, This net price includes a *** cents per tube carton return
allowance.
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* * ¥ jdentified * * * in two alleged lost sales. The first instance
involved a potential sale for #*#*% % * % color picture tubes. * * * alleged
that in * * * % % * pnotified * * * that it would not be considered for any
more *-* % picture tube business. * * * gtated that ”the reason we were
cancelled was due to the fact that * * *." % % % * % % quoted a price of
*%%* but allegedly lost this order to the competing Japanese color picture
tubes. * % % did not know the offer price of the imported color picture
tubes. As a result, * * * alleged it lost an approximate sales volume of *¥=*
* % % tubes over the period of * * ¥, or a loss of *%* in sales value. * * %
also alleged lost sales volume in * * * color picture tubes when * * *
switched sources to related imports from Japan * * %, % % % aglleged that this
loss of potential sales from April 1984 through 1985 totaled approximately **%*
tubes, or a loss of *** in sales volume.

Data provided by * * * reveal some contradictory facts as well as some
supporting facts regarding these alleged lost sales. Beginning in * * *,
after * % % % % % imported increasing quantities of * * * Japanese color
picture tubes at * * ¥, In * * * domestic producers’' sales of * * * color
picture tubes to * * % fell by *** tubes while imports from * * * of * * *
tubes at * * * increased by more than ***% tubes. Domestic producers’ sales of
* % % tubes to * * % fell by #%*%* to *%*% tubes in * * %, while imports of
Japanese * * * tubes climbed sharply to **%* tubes, roughly ***% percent of
* % *'sg total ¥ * * tube purchases. In * ¥ * % * %’s share of * * *'g * % %
tube purchases fell from **%* to **%* and * ¥ *'g volume declined from *** to
*%% tubes. * * *'s volume increased from *** to *¥*% * * * tubes, while
* % %'s imports of Japanese tubes increased by more than *¥** to #***%, % % *'g
% % * volume was split #*** to **% percent in favor of related party imports
from Japan.

*¥ % %'s and * * *'s combined volume increased by *%% * * * tubes to *¥%
in 1985, while imports of such Japanese tubes * * * declined by *** to a total
of **%* tubes. The import share fell to *** percent. These data indicate that
* * * Jlost volume to * * * but that, overall, the domestic share of * * *’'sg
purchases of * * * color tubes declined sharply in * * * and did not improve
until * % *, )

In the final investigations * * * also alleged lost * * * volume from
* % %  Citing a potential volume of about **%* tubes, * * % claimed its
opportunity to pursue this volume was reduced because of unfair prices and
* % %, % % %¥ gtated that it was only able to retain a volume of about *#*¥*
* % * tubes. The data show that the decline in * * *’'s share to an average of
*%% tubes per year in * * % was largely offset by increases in * * *'s
.purchases from * * *, 6 but that imports’ share of * * *'s total purchases of
* % % color tubes increased sharply. % * *’'s average annual volume sold to
* % % fell to **%% * * % tubes per year in * * * while * * *'s increased from
*%% in * * % to **%%  Although the volume of imports from Japan declined in
absolute terms, the import share remained above *#** percent.

* * % pnamed * * * in two alleged lost sales. The first involved a
potential order for *** * % * color picture tubes from * * % % % * quoted
*%% per tube in * * % but allegedly lost out to a Korean quote of **%* per
tube. Price data from * * *'s questionnaire response show that *** months
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later, 1/ in % * % * % * awarded an order to * * * for *** Korean * * * color
picture tubes at a price of *¥%* per tube, which appears to be the same order.
In * * %, % % % awarded * * * an order for *** * % * color picture tubes at a
price of *%* per tube. The prices for the Korean tubes undersold * * *'g
offer price by ***, or by *** percent (* * %), and by *** or *** percent

(* * %), Staff contacted * * %, * * *, who checked the firm's purchase order
records and stated that the * * * allegation was generally accurate with
respect to prices and quantities. He noted that the price of * * *’'g * % *
color picture tube increased to *** in * * * and then to **% in * * %  The
second alleged lost sale involving * * * occurred in * * %, % % * quoted *¥%
per tube for a potential sale of #%* * * % color tubes, but allegedly lost to
imported Korean tubes offered at *%*% per tube. * * *’'s questionnaire response
reveals that * * * quoted a price of *¥* per tube but that * * * was awarded a
sales volume of *%* % * * color picture tubes for 1987 delivery at a price of
*%% per tube.

* % * footnoted but did not list another lost sale in * * % to * * * for
a total of #*%%* * % % tubes imported from Singapore. Again, the purchaser
cited was * * ¥, % * * alleged that its rejected quote was *** against a
competing * * * price of #*%% * * * % % *'s questionnaire response shows two
awards to * * % for * * * tubes imported from Singapore during this time
period for a total volume of *** tubes at ***% per tube. * * % listed * % *'g
competing quote at *%%* per tube. * * * could find no purchase from * * * at a
price of ***, A part of the alleged lost volume went to a domestic
competitor. * * * was awarded a sale for *¥* * * % tubes in * * * at a price
of **% per tube.

* * * was identified in the final * * * lost sale allegation. A * % %
quote in * * * of *%* per tube for an order for #**%%* * * % color picture tubes
was allegedly rejected in favor of a competing offer price of *%* per tube for
imported Japanese tubes. The staff asked * * * to check the facts as
alleged. No information was provided because * * %, * % %,

* % * listed a single alleged lost sale. In * * %, * % * gquoted to * * *
for a potential order of #*¥* to *** % * * color picture tubes. * * * alleged
that * *¥ ¥, % % * attempted to ascertain the facts relative to the
allegation. * * * stated that no one there could recall the specific
conversation. Such a conversation would have been possible with * * *, but
would have been general in nature as to the competitive costs in the
industry. * * *’s management * * *,

* % % % % %, and * % % did not provide any specific examples of lost
sales.

1/ Although, as noted previously, negotiations for anticipated annual
requirements of color television tubes are initiated months in advance of the
calendar year for scheduled shipments, negotiations frequently are not
finalized until months later. According to domestic producers and large
purchasers such as * * * and * * ¥, supply commitments for * * * were not yet
finalized by yearend * * *, although negotiations had been going on for months.
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Lost revenue

* % * submitted four instances of alleged lost revenue. Two involved
awards by * * * to supply * * * color picture tubes. . Two involved awards to
supply * * * color picture tubes, one sale to * * * and the other to * * *_

* % % provided a computer run of alleged lost revenue in aggregate but did not
provide facts regarding specifics with respect to import competition from any
of the subject countries or competing prices that necessitated reductions of
price to meet import competition. * * * also provided aggregate estimates of
lost revenue by screen size but without verifiable specifics. * * %, *x % %,
and * * * did not provide instances of lost revenue.

* % * cited * * * as the purchaser of a potential volume of *¥** * * *
color picture tubes in * * *. * % * could not confirm the initial offer price
of * * * because of a * * *, * % % allegedly won a part. of this volume after.

reducing its initial quote of *%% per tube to *** in the face of low-priced
competing tubes from Singapore. Data from * * * show that the lowest
competing price for * * * tubes imported from Singapore and sold to unrelated
parties in * * * was **%* per tube. * * *'s questionnaire response indicates a
sale of *** * % % tubes to * * * in * * * at **% per tube. * * *'g
questionnhire response confirms this purchase at the alleged price, and shows
that * * * divided its volume between * * * and * * *, whose price matched the
competing price for tubes imported from Singapore.

* % * named * % * in another instance of lost revenue involved in
competing for a potential * * * purchase of *** * * * color tubes that began
in ¥ ¥ *, % % % alleged that it received a part of this volume after reducing
its initial quote of #**% per tube to #*** in order to compete with low-priced
imported * * * tubes from Korea. * * *'s questionnaire response confirms that
* * % gold * % * tubes to ¥ * * at *%% per tube in * * * % * * ghared in
* % *'s volume in * * * but * * ¥ and * * * shared the bulk of the volume.

* % % did not apparently participate in * * * volume. * * * confirmed that

* % % purchased * * % tubes from * * * in * * * after * * % reduced its price
to *** as alleged. * * *'s questionnaire response revealed that this price
was for *** units, after which the price reverted to *** per tube.

A third alleged instance of lost revenue involved a sale to * * % of
* % * color tubes for * * * delivery after * * * reduced its offer price from
*%% to *%% per tube in the face of competing imported tubes from Canada.
* % %'s questionnaire response indicated that * * * did win an award for ***
* % % tubes in * % * at a price of *** per tube. This price held for the
first *%* tubes, after which the price increased to *** per tube for the
balance of the order. - The competing import price was not for imported tubes
- from Canada but for tubes imported from * * * and sold to * * * for *¥* per
tube.

A fourth instance of alleged lost revenue named * * * as the purchaser of
*%% % % * color picture tubes from * * * after that firm reduced its offer
from *** per tube to *¥%¥ "% * * ¢confirmed the purchase for delivery in * * *
‘at the alleged price. He recalled that * * *, because of competing low-priced
imports, would have to sell * * * tubes at *** per tube. * * * contacted
* * * and negotiated the purchase as alleged.
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Exchange rates

Quarterly data reported by the International Monetary Fund indicate
that during January 1984-September 1987 the nominal value of the Japanese yen
appreciated sharply (by 55.1 percent) against the U.S. dollar, while the
respective values of the currencies of Canada, Korea, and Singapore registered
overall depreciations equivalent to 5.3 percent, 1.6 percent, and 0.1 percent
(table 66). 1/ Generally falling prices in Japan compared with relatively
stable prices in the United States moderated the impact of the rapidly
appreciating yen during most of the period. The value of the yen adjusted for
differences in relative inflation rates decreased during January 1984 through
March 1985 and then increased erratically from April-Jume 1985 through
July-September 1987. The real value of the Japanese currency registered an
overall appreciation equivalent to 34.2 percent as of the third quarter of
1987 relative to January-March 1984 levels.

1/ International Financial Statistics, October 1987.




Table 66

Exchange rates: 1/

price indicators in specified countries,

2/ indexed by quarters, January 1984-September 1987

Nominal-~exchange-rate equivalents of selected currencies in U.S. dollars, real-exchange-rate equivalents, and producer

u.s. Canada Japan ‘Korea Singapore
Pro- Pro- Nominal-- Real- Pro- Nominal- Real- Pro- Nominal- Real- Pro- Nominal- Real-
ducer ducer exchange- exchange- ducer exchange- exchange- ducer exchange- exchange- ducer exchange- exchange-
Price Price rate rate Price rate Tate Price rate rate Price rate rate
Period Index Index index index 3/ Index index index 3/ Index index index 3/ Index index index 3/
--US dollars/Can$-- ---US dollars/yen-~ ~-~US dollars/won--- --US dollars/Sing$--
1984: . '
Jan.-Mar... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Apr.-June.. 100.7 101.2 97.1 " 97.6 99.9 100.6 99.8 100.3 99.7 99.3 99.9 100.8 100.0 °
July-Sept.. 100.4 101.9 95.5 96.9 100.7 94.9 95.1 101.2 98.2 98.9 99.5 98.3 97.4
Oct.-Dec... 100.2 102.1 95.2 97.0 100.4 93.9 94.1 101.3 97.1 98.2 98.4 97.8 96.1
1985:
Jan.-Mar... 100.0 103.3 92.8 95.8 100.8 89.7 90.4 101.3 94.8 96.1 98.4 94.5 93.0
Apr.-June.. 100.1 103.9 91.7 95.1 100.1 92.1 92.1 101.3 91.7 92.9 98.4 95.2 93.7
July-Sept.. 99.4 103.9 92.3 96.5 99.0 96.8 96.4 101.6 90.1 92.1 96.9 95.4 93.0
Oct.-Dec... 100.0 104.8 91.0 95.3 96.7 111.6 107.9 102.1 89.3 91.2 95.1 99.7 94.8 .
1986:
Jan.-Mar... 98.3 105.8 89.4 96.0 94.4 123.0 117.8 101.1 89.7 ‘92.1 89.8 98.8 90.2
Apr.-June.. 96.6 104.1 90.7 97.7 90.4 135.8 127.1 99.0 89.7 91.9 84.0 95.8 B83.3
July-Sept.. 96.2 104.3 90.6 98.2 87.9 148.3 135.6 98.9 90.2 92.7 81.3 97.5 82.3
Oct.-Dec... 96.5 105.1 90.7 98.7 86.6 144.1 129.2 98.5 91.5 93.4 82.6 96.8 82.8 .
1987:
Jan-Mar.... 97.7 105.6 93.8 101.4 86.2 150.8 133.1 98.8 93.0 95.1 87.5 98.6 88.4
Apr.-June... 99.3 106.8 94.2 101.3 85.8 161.9 139.8 100.2 96.1 96.9 89.1 99.7 89.4
July-Sept 4/100.4 5/ 94.7 s/ 86.9 155.1 134.2 99.5 98.4 97.6 5/ 99.9 5/

1/ Exchange rates

2/ Producer price

International Financial Statistics.

expressed in U.S. dollars per unit of

foreign currency.

indicators--intended to measure final product prices--are based on

average quarterly indexes presented in line 63 of the

3/ The indexed real exchange rate represents the nominal exchange rate adjusted for the relative economic movement of each currency as

measured here by the Producer Price Index in the United States and similar indexes in the respective foreign countries.

Producer prices

in the United States decreased 0.7 percent between January 1984 and June 1987 compared with decreases of 14.2 percent in Japan, 10.9

percent in Singapore, a 0.2-percent increase in Korea, and a 6.8-percent increase in Canada during the same period.

4/ Data for the final quarter presented above is derived from exchange rate and Producer Price Indices reported for July-August only.
5/ Not available.

Note.--January-March 1984=100.0.

Source:

International Monetary Fund,

International Financial Statistics, October 1987.
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APPENDIX A

NOTICE OF THE COMMISSION'S INSTITUTION OF FINAL
~ANTIDUMPING INVESTIGATIONS : '
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" [mvestigations Nos. 731-TA-367-370
(Finaf)}

Color Picture Tubes From Canada,
Japan, the Republic of Kores, and
Singapore

AGENCY: International Trade
Commission.

ACTION: Institution of fina) anndumping
investigationa and scheduling of a
hearing to be held in connection with
the investigations.

SUMMARY: The Commission hereby gives
notice of the institution of final
antidumping investigations Nos. 731~
TA-367-370 (Final) under section 735(b}
of the Tariff Act of 1930 (19 US.C.
1673d(b)) to determine whether an
industry in the United States is
materially injured, or is threatened with
.material injury, or the establishment of
an industry in the United States is
materially retarded, by reason of
imports from Canada, Japar, the Repblic
of Korea, and Singapore of color picture
tubes, provided for in items 684.96 and
687.35 of the Tariff Schedules of the
United States (TSUS),! that have been
found by the Department of Commerce,
in preliminary determinations, to be sold
in the United States at less than fair
~value (LTFV]}.2 Commerce will make its
final LTFV determinations on or before
November 12, 1987 (see section 735(a} of
the act (19 U.S.C. 1673d(a}}),® and the

! For purposes of these {nvestigationa, coloe
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.
Calor picture tubes imported separately are
provided for in item 687.35 of the TSUS; colos
picture tubes may also be imported as part of colog
televiston receiver kits or as part of incomplete
television receiver assemblies, provided for in item
684.96 of the USUS,

${n its preliminary determinations, Commerce dﬂ .
not cover imports direcily from Japan of colos
picture tubes Imported as part of calor televiston
receiver kits, provided for in item 634.98 of the
TSUS. and did not cover imports from the Republic
of Kores of color picture tubes imported as part ol
color telavision recelver kite or as part of
incomplete television receiver assemblies, provlded
for In itemn 6884.96 of the TSUS.

8 Comumerce has given the Commisslon informa)
notice conceming the date of Novembaes 12, 1987, for
its final determinations. Commerca’s formal notice
concemning the November 1Z 1967, date wlﬂ
published in the Pederns Rogister.
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Commission will make its final injury
determinations by December 22, 1987
{see section 735(b) of the act (19 U.S.C.
1673d(b))).

For further information concerning the
conduct of these investigations, hearing
procedures, and rules of general
application, consult the Commission’s
rules of practice and procedure, Part 207,
Subparts A and C (19 CFR Part 207), and
Part 201, Subparts A through E (19 CFR
Part 201).

EFFECTIVE DATE: june 30, 1987.

FOR FURTHER INFORMATION CONTACT:
George L. Deyman {202-523-0481),
Office of Investigations, U.S.
International Trade Commission, 701 E
Street NW., Washington, DC 20436.
Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting the
Commission’s TDD terminal on 202-724-
0002. Persons with mobility impairments
who will need special assistance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-523-0161.
SUPPLEMENTARY INFORMATION:
Background.—These investigations
are being instituted as a result of
affirmative preliminary determinations
by the Department of Commerce that
imports of color picture tubes from
Canada, Japan, the Republic of Korea,
and Singapore are bring sold inthe -
United States at less than fair value.
within the meaning of section 731 of the
act (19 U.S.C. 1873). The investigations
were requested in a petition filed on

November 26, 1986, by the International -

Association of Machinists and
Aerospace Workers; the International
Brotherhood of Electrical Workers; the
International Union of Electronic,
Electrical, Technical, Salaried &
Machine Workers, AFL-CIO-CLC:; the
United Steelworkers of America, AFL~
CIO; and the Industrial Union
Department, AFL-CIO, all of
Washington, DC. Collectively, these
labor unions represent employees of
four of the five U.S. producers of color
picture tubes. In response to the petition
the Commission conducted preliminary
antidumping investigations and, on the.
basis of information developed during
the course of those investigations,
determined that there was a reasonable
indication that an industry in the United
States was materially injured by reason
of imports of color picture tubes from
Canada, Japan, the Republic of Korea,
and Singapore (52 FR 2459, January 22,
1987). _ .
Participation in the investigations.—
Persons wishing to participate in these
investigations as parties must file an

entry of appearance with the Secretary

to the Commission, as provided in

§ 201.11 of the Commission's rules {19
CFR 201.11), not later than twenly-one
(21 days after the publication of this :
notice in the Federal Register. Any entry
of appearance filed after this date will
be referred to the Chairman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service list—Pursuant to § 207.11(d)
of the Commission's rules (19 CFR
201.11(d)), the Secretary will prepare a’
service list containing the names and -
addresses of all persons, or their
representatives, who are parties to these
investigations upon the expiration of the
period for filing entries.of appearance.
In accordance with. § 201.18(c) and 207.3

of the rules (19 CFR 201.16(c) and 207.3),

each document filed by a party to the.
investigations must be served on all
other parties to the investigations (as
identified by the service list), and a
certificate of service must accompany
the document. The Secretary will not

_ accept a document for filing without a

certificate of service. .

Staff report.—A public version of the
prehearing staff report in these
investigations will be placed in the
public record on November 3, 1986,
pursuant to § 207.21 of the Commission's
rules (19 CFR 207.21).

Hearing.—The Commission will hold

- a hearing in connection with these

investigations beginning at 9:30 a.m. on
November 19, 1987, at the U.S. -
International Trade Commission
Building, 701 E Street NW., Washington,
DC. Requests to appear at the hearing

‘should be filed in writing with the

Secretary to the Commission not later
than the close of business (5:15 p.m.} on
November 9, 1987. All persons desiring

to appear at the hearing and make oral
. presentations should file prehearing .

briefs and attend a prehearing
conference to be held at 9:30 a.m. on
November 13, 1987, in rcom 117 of the
U.S. International Trade Commission
Building. The deadline for filing

- prehearing briefs is November 13, 1987,

Testimony at the public hearing is
governed by § 207.23 of the
Commission’s rules (19 CFR 207.23). This

Weritten submissions.—All legal
arguments, economic analyses, and
factual materials relevant to the public
hearing should be included in prehearing
briefs in accordance with § 207.22 of the
Commission's rules (19 CFR 207.22).
Posthearing breif must conform with the
provisions of § 207.24 (19 CFR 207.24)
and must be submitted not later than the
close of business on November 25, 1987.
In addition, any person who has not
entered an appearance as a party to the
investigations may submit a written
statement of information pertinent to the
subject of the investigations on or before
November 25, 1987.

A signed original and fourteen (14)

- copies of each submission must be filed

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

Any business information for which
confidential treatment is desired must
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
‘confidential treatment must conform
with the requirements of § 201.6 of the
Commission rules (19 CFR 201.6).

‘Authority: These investigations are being
conducted under authority of the Tariff Act of
1930, title VIIL This notice is published
pursuant to § 207.20 of the Commission’'s
rules (19 CFR 207.20).

‘By order of the Commission.
Kenneth R. Mason,
Secretary.
Issued: July 21, 1987,

'{FR Doc. 87-17222 Filed 7-28-87; 8:45 am]

| BILLING CODS 7020-02-M

rule requires that testimony be limited to

a nonconfidential summary and analysis -

of material contained in prehearing
briefs and to information not available
at the time the prehearing brief was
submitted. Any written materials
submitted at the hearing must be filed in
accordance with the procedures :
described below and any confidential
materials must be submitted at least
three (3) working days prior to the
hearing (see § 201.6(b}(2) of the
Commission's rules (19 CFR 201.8(b)(2))).






B-5

APPENDIX B -

LIST OF PARTICIPANTS IN THE COMMISSION'S HEARING
IN THE INVESTIGATIONS
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : Color Picture Tubes from Canada, Japan,
The Republic of Korea, and Singapore

Inv. Nos. : 731-TA-367 through 370 (Final)
Date and time: November 19, 1987 - 9:30 a.m.

Sessions were held in connection with the investigation in the

Hearing Room of the United States International Trade Comm1ss1on, 701
E Street, N.W., in Washington.

In support of the imposition of antidumping duties:

Collier, Shannon, Rill & Scott--Counsel
Washington, D.C.
on behalf of

The International Association of Machinists and Aerospace
Workers, The International Brotherhood of Electrical
Workers, The International Union of Electronic,
Electrical, Technical,. Salaried and Machine Workers
(AFL-CIO-CLC), The United Steelworkers of America

(AFL-CIO), and The Industr1a1 Union Department -
(AFL-CIO) : .

Jerry Pearlman, Chairman and President, Zenith
Electronics Corporation

Robert G. Walters, Senior Vice President and

Controller, Philips E1ectron1c Components
Group, Inc.

William H. Bywater, President, International Union
Electronic, Electrical, Technical, Salaried and
Machine Workers e ;

Brian Turner, Executive Assistant to President,
Industrial Union Department (AFL-CIO)

Dr. Patrick J. Magrath, Chief Economist and Managing
Director, Georgetown Economic Services

Donald McConnell, Corning Glass Works
Paul D. Cullen )

Laurence J. Lasoff)--OF COUNSEL
Carol A. Mitchell )

- more -
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In oppoéition to the imposition of antidumping duties:

JOINT PRESENTATION FOR MATSUSHITA MISUBISHI,
HITACHI AND TOSHIBA '

OVERVIEW - Stuart M. Rosen, Esq.

Economic Overview‘- John G. Reilly,
' Economic Consultant, ICF,
Incprporated.

Rebuttal

Weil, Gotshal & Manges--Counsel
Washington, D.C.
on behalf of

Matsushita Electronic Corporafion and
Matsushita Electric Corporation of America

Richard A. Kraft, PreS1dent, Matsushlta
Industr1a] Co '

A. Paul Victor )
..Stuart M. Rosen )_
Jeffrey P. Bialos) .
Eric P. Salonen )

-0F COUNSEL

Baker & McKenzie--Counsel
“Washington, D.C.
.on behalf of

Mitsubishi Electronic Corporation,

Mitsubishi Electronic Industries Canada, .

Mitsubishi Consumer Electronics America, Inc.,

and Mitsubishi Electric Sales of America, Inc..
Michael Cd]liver,vExecutive'Vice President“

John Huber, Manager of Materials Procurement

fhomas P. Ondeck)__ne ennt -
"Kevin M. 0'Brien) OFVCQUNSEL

- more -
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1In opposition to the 1mp‘_1t1on of ant1dump1ngﬁdut1es (cont d)

McDermott, Will & Emery—-Counsel
Washington, D.C.
on behalf of

Hitachi, Limited (Japan and Singapore)

Jim Aden, General Manager, H1tach1 Amer1ca, Ltd.,
E]ectron Tube Division _

Carl W. Schwarz
William H. Barrett )'-OF COUNSEL
Lizbeth R. LeV1nson )‘ .

.Mudge, Rose, Guthr1e, Alexander & Ferdon--Counse]
Washington, D.C.
on behalf of

[

Toshiba America, Inc.

Robert H. Traeger, Vice President and. General
Manager, Manufacturing Division, Toshiba
America, Inc. .

Robert R: Kaémmerer, Director of ‘Marketing
and Secretary Toshiba west1nghouse Electron1cs
Corporation

Susan Crawford, Economic Consultant

N. David Palmeter)
Jeffrey S. Nee]ey)"OF COUNSEL
Adduci, Dinan, Mistriani, Meeks & Sch111—-Counse1
Washington, D.C. . ‘ .
Shanley & F1sher--Counse1
New York, N.Y.
on behalf of

“Sharp Manufacturing Company ‘of America,
Memphis, Tennessee ‘

Eddie R. Cox, D1rector of T.V. Manufactur1ng
Operations, Sharp Manufacturing Co. of America

Adduci, Dinan, Matriani, Meeks & Schill
V. James Adduci--OF COUNSEL
Shanley & Fisher

Peter A. Dankin--0OF COUNSEL

- More -
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In opposition to the imposition of antidumping duties (cont'd)

Dow, Lohnes & Albertson--Counsel
Washington, D.C.
on behalf of

Goldstar Co., Ltd., Goldstar of America, Inc.,
~and Goldstar Electronics International, Inc.

William Silverman)__
Michael P. House ) OF COUNSEL

Arnold & Porter--Counsel
Washington, D.C.
on behalf of

Samsung Electron Devices, Ltd. and
Samsung International, Inc.

Dr. Robert Litan, The Brookings Institutioh
Thomas B. Wilner )

~ Stephan E. Becker)--OF COUNSEL
Jeffrey Winton )
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Notices

Federal Register
Vol. 52, No. 222

Wednesday. November 18, 1987

[A-122-605)

Final Determination of Sales at Less
Than Fair Value; Color Picture Tubes
From Canada

ACTION: Notice.

SUMMARY: We have determined that
color picture tubes from Canada are
being, or are likely to be, sold in the
United States at less than fair value. The
U.S. International Trade Commission
(ITC) will determine, within 45 days of
publication of this notice, whether these
imports are materially injuring. or are
threatening materiul injury to, 8 United
States indus'ry.

EFFECTIVE DATE: November 18, 1987.

FOR FURTHER INFORMATION CONTACT:
John Brinkmann, {202) 377-3965 or John
Kenkel. (202) 377-3530. Office of
Investigations. Import Administration,
International Trade Administration. U.S.
Department of Commerce. 14th Street
and Constitution Avenue NW.,

~ Washington, DC 20230.

Final Determination

We have determined that color picture
tubes from Canada are being, or are
likely to be, sold in the United States at’
less than fair value, as provided in
section 735(a) of the Tariff Act of 1930.
as amended (19 U.S.C. 1673d{a)) (the
Act). The weighted-average margins of
sales at less than fair value are shown
in the “Suspension of Liquidation™
section of this notice.

Case History
. On June 24, 1987, we made an

_ affirmative preliminary determination

(52 FR 24320, June 30, 1987). The

“following events have occurred since the

publication of that notice.

On July 6, 1987, Mitsubishi Electronics
Industries Canada, Inc. (Mitsubishi), the
respondent in-this case, requested that
the Department extend the period for
the final determination until not later
than 135 days after the date on which
the Department published its
preliminary determination. The
Department granted this request, and
postponed its finsl determination until
not later than November 12, 1987 (52 FR

27696, July 23, 1987).

Questionnaire responses from the
respondenl were verified in Canada
from June 29 to July 3, 1987, and in the
United States from August 24 to August
31, 1987.

Interested parties submitted
comments for the record in their pre-
hearing briefs of October 1, 1987, and in
their post-hearing briefs of October 9,
1987.

Scope of Investigation

The products covered by this
investigation are color picture tubes
{CPTs) 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. The corresponding
Harmonized System (HS) numbers are
8540.11.0¢.10. 8540.11.00.20. 854n.11.00.30.
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8540.11.00.40, 8540.11.00.50 and
8540.11.00.60.

CPTs 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. :

Petitioners have also requested that
the Department examine CPTs which
are shipped and imported together with
other parts as television receiver kits
{which contain all parts necessary for
assembly into complete television
receivers), or as incomplete television
receiver assemblies that have a CPT as
weéll as additional components. Color
television receiver kits (“kits") are
provided for the TSUSA item 684.9655,
while incomplete televison receiver
assemblies {“assemblies™) are provided
for the TSUSA item 684.9656, 684.9658
and 684.9660. )

During the period of investigation, no
exporter in Canada sold kits and
assemblies in the United States. Thus,
the issue before the Department is .
whether to include in the scope of this

proceeding future shipments of CPTs -

which are classified for Customs
purposes as kits or assemblies. We have
determined that where a CPT is shipped
and imported together with all parts
necessary for aasembly into a complete
television receiver (i.e., as a “kit"}, the
CPT is excluded from the scope of this:
investigation. The Department has
previously determined in the Japanese
(46 FR 30163, June 5, 1981) and Korean
(49 FR 18338, April 30, 1984} television
receiver ("CTV"") cases that kits afe to
be treated for purposes of the
antidumping statute as television
receivers, not as a collection of
individual parts. Stated differently, a klt
and a fully-assembled television are a
separate class or kind of

from the CPT. Accordingly, we have

determined that when CPTs are shipped-

together with other parts as television
receiver kits, they are excluded from the
scope of this investigation. We will
determine in any future administrative
review whether factual circumstances
similar to those found by the
Deparlmenl in the Japanese CPT
investigation warrant including
Canadian kits with this proceeding as -
transshipped CPTs.

With respect to CPTs which are
imported for Customs purposes as
incomplete televison assemblies, we
have determined that these entries are
included within the scope of this
investigation unless both of the
following criteria are met: (1) The CPT is
“physically integrated” with other
television receiver components in such a
manner as to constitute one inseparable
amalgam: and. (2) the CPT does not

constitute a significant portion of the
cost or value of the items being
imported. This determination is driven
by several considerations. First, an
order against CPTs that excludes any
CPT shipped with other television
components could easily be
circumvented by simply shipping all
future CPTs to the United States in
conjunction with at least one other
television component. Secondly (and"
conversely), there must be a point at
which a part, such as a CPT, becomes so
integrated within another class or kind
of merchandise that the part can no
longer be regarded as being imported for
purposes of the antidumping duty
statute. Further, the statute does not
permit an interpretation which could
result, for example, in future petitions-
against car radios imported within fully-
assembled cars or semiconductors'
imported within fully-assembled
mainframe computers, when the part in
question is inconsequential or small
compared to the cost or value of the
product of which it is a part. However,
where the part (here, a CPT) constitutes
a substantial portion of the cost or value
of the article being imported (here, an
assembly), the dominant article does not
lose its autonomy, character and use
merely because it is imported with
several other less important component
parts. We accordingly determine that
assemblies are within the scope of this
investigation.

Fair Value Comparison Methodology

To deteniine whether sales of CPTs-
in the United States were made at less
than fair value, we compared the United
States price to the foreign market value
of such or similar merchandise for the
period ]une 1, 1988. through November
30, 1988. :

Foreign Mar_ket Value

As provided in section 773(a) of the
Act, we used home market sales to
represeat foreign market value for-sales
of CPTs by Mitsubishi. In order to
determine whether there were sufficient
sales of the merchandise in the home
market to serve as the basis for
calculatirg foreign market value, we
established separate categories of such
or similar merchandise, based on the
CPT screen size measured diagonally in
inches. We considered any CPT sold in
the home market that was within plus or
minus two inches in screen size of the
CPT so0ld in the U.S. to be such or
similar merchanise. .

We then compared the volume of
home market sales within each such or
similar category to third country sales
(excluding U.S. sales), in accordance
with section 773(a){1) of the Act. We

determined that for Mitsubishi, theré
were sufficient home market sales to
unrelated customers for each such or
similar category to form an adequate
basis for comparison to the CPTs
imported into the United States.
Therefore, foreign market value was
calculated using home market sales. .

Purchase Price

As provided in-section 772(b) of the
Act, we used the purchase pnce to-
represent the United States price for
sales of CPTs-made by Mitsubishi in the
United States to unrelated purchasers .
prior to importation of the CPTs into the
United States. The Department
determined that purchase price and not -
exporter's sales price was the most
appropriate indicator of United States
price based on the following elements.

1. The merchandise was purchased or
agreed to be purchased by the unrelated
U.S. buyer to the date of importation
from the manufacturer or producer of
the merchandise for ’exportat'ion'to the
United States.

2. The merchandise in question was
shipped directly from the manufacturer
to the unrelated buyer.

3. Direct shipments from the .
manufacturer to the unrelated buyer
were the customary commercial channel
for sales of this merchandise between
the parties involved. © :

Where all the above elements are met
as here, we regard the primary
marketing functions and selling costs of
the exporter as having occurred prior to
importation, in the country of
exportation and rot in the United States.
In such instances, we consider purchase
price to be the appropriate basis for
calculating United States price.

_}Expabr'lSduPnce

For certain sales by Mitsubishi, we
based United States price on exporter's
sales price, in accordance with section
772(c) of the Act, since the sale to the
first unrelated purchaser took place in
the United States after importation.

United States Price Calculations
Purchase Price

We calculated purchase price based
on the packed, c.i.f., duty paid and c.i.f.
duty unpaid prices to unrelated '

- purchasers in the United States. We’

made deductions from these prices for
discounts. We also made deductions
under the following section of the
Commerce Regulahons

1. Section 353.10(d)(2)(l)

Where appropriate, we deducted
foreign inland freight. brokerage and
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handling charges, U.S duty. U.S. inland
freight and insurance.

Exporter’'s Sales Price

For all exporter's sales price sales, the

CPTs were imported into the United
States by a related importer and
incorporated into a color television
(CTV) before being sold to the first
unrelated party. Therefore, it was
necessary to construct a selling price for
the CPT from the sale of the CTV. To
calculate exporter's slaes price we used
the packed, c.i.f. duty paid prices of
CTVs to unrelated purchasers in the
United States. We made deductions for
discounts. We also made additions or
deductions under the following sections
of the Commerce Regulations:

1. Section 353.10(d){2)(i)

We made deductions for foreign
inland freight, U.S. and foreign .
brokerage and handling charges, U.S.
duty and U.S. inland freight.

2. Section 353.10(e)(1)

We made deductions for commissions
paid to related sales representatives
because they are treated the same as
unrelated commissionaires.

3. Section 253.10{e)(2)

We made deductions for direct and
indirect selling expenses incurred by or
for the account of the exporter in sellmg
CTVs in the United States. Since it is the
CTV and not the CPT which is
ultimately sold in the United States, a
proportional amount of the CTV selling
expenses were allocated to the CPT
based on the ratio of CPT cost of
production to the CTV costof
production. Therefore, we deducted
general indirect selling expenses and
direct selling expenses for credit costs,
rebates and warranties. The total of the
indirect selling expenses allocated to the
CPT formed the cap for the allowable
home market selling expenses offset
under § 353.15(c).

4. Section 353.10{e)(3)

For exporter’s sales price sales
involving further manufacturing, we
deducted all value added to the CPT in
the United States. This value added
consisted of the costs associated with
the production of the CTV, other than
the costs of the CPT, and a proportional
amount of the profit or loss related to
these production costs which did not
include the selling expenses. Profit or
loss was calculated by deducting from
the sales price of the CTV all production
and selling costs incurred by the
company for the CTVs. The total profit
or loss was then allotated
proportionately to all components of

costs. The profit or loss attributable only
to the production costs, other than CPT
costs, was considered to be part of the
value added in the U.S. production.

In determining the costs incurred to -
produce the CTV, the Department
included (1) the costs of production for
each components, (2) movement,
inventory carrying costs for each
component, and packing expense, and
(3) the cost of other materials, such as
the cabinet, cables, fabrication, general -
expenses, including general and -
administrative expenses, general R&D
expenses incurred on behalf of the CTV
by the parent, and interest expenses
attributable to the production of the
CTV in the U.S. The weighted-average
costs for each component were x

" converted at the weighted-average

exchange rate during that quarter. These
aggregated quarterly costs were then
matched to the sales prices of the CTV
during that quarter to determine the
profit or loss. '

The Department found no basis, such
as an extended period for production or
an extended time between the receipt of
the components in the U.S.and -
completion of the CTV, for lagging costs.
Additionally, lagging exchange rates for
components, including the CPT, could
matenally distort the determination
since the U.S. price of the CPT would -
not be valued as the date of sale of the
CTV.

In calculating the CPT and CTV costs.
the Department relied primarily.on the
cost data provided by the respondent. In

those instances where it appeared ali

costs were not included or were not .

.appropriately quantified or valued in the

response, certain ad]ustmenls were
made.

To determine the company 8 financial
expense incurred in the production of

the CTV, the Department considered the

various unusual aspects of the
manufacturing process. Because the
total process, including the
manyfacturing of the various
components as well as the CTV, was
global in nature, involving numerous
companies around the world, the
Department based the interest expense
on the costs incurred by the
consolidated corporate entity.
Additionally, because this global
process required the corporation to
finance the costs of the components for
an unusually lengthy period of time prior
to the receipt by the U.S. manufacturer,
the Department also included inventory
carrying costs for those major
components manufactured by related
companies. To impute this expense, the
Department used the simple average
interest rate of the consolidated
company’s outstanding debt to calculate

the carrying costs of these components-
prior to the completion of the production

-of the CTV. No inventory carrying costs

were imputed for the CPT because the

" carrying time was not extensive prior to

the completion of the CTV.

The interest expense was based on
the consolidated corporate expense. The
Department deducted interest income

" related to operations and a proportional

amount of expenses attributed to
accounts receivable and inventory since
these costs were included in the cost of

* production for the final determination

on a product specific basis. The interest
expense was then applieddsa
percentage of the costs of manufacturing
of each product.

For those major components
manufactured by related companies (i.e.,
chassis and CPT), the Department,used
the costs incurred in producing such
components and did not rely on the
transfer prices of those components
between related corporate entities when
determining the CTV costs incurred by
the consohdated corporation.

Royalty expenses-incurred for
production purposes were considered to
be part of manufacturing, not selling
expenses.

_ Since Mitsubishi did not include
general and administrative expenses or
general R&D incurred by the corporate
headquarters for the production of the
chassis and CPT, the Department
allocated a portion of these expenses tu
the CPT, chassis and other

" manufacturing costs incurred in the U.S.

Furthermore. the Department allocated &
proportional amount of consolidated
interest expense to each company.

For the CPT, the company provided
corrections of clerical errors. The
company revised its variable factory
overhead, direct labor, and indirect
labor per tube expenses. The
Department revised semi-variable
overhead, depreciation, taxes and
security, and development expenses
because the company reduced the cost
by applying a capacity utilization factor
which did not fully absorb all costs.
Furthermore, the Department adjusted
the depreciation expenses to capture
amorlization of license payments madc
by the company which were not
included. Material costs were adjusted
for two items pertaining to the 19-inch
tube: freight, which was not included on
the 19-inch gun, and phosphorus usage.
which could not be supported during
verification. Finally, the Department
increased the 26-inch panel cost
imported from Japan to reflect certain
reallocations of factory overhead. This
adjustment applied only 1o the fourth
quarter cost of the 26-inch pane!
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For the chassis, the Department did -
not.allow a credit claimed for payroll
taxes incurred in prior years to offset
current year labor costs. Electricity and
certain indirect expenses were also
reallocated to reflect the nature of the
production process. Finally, the
Department increased Mitsubishi's cost
of manufacturing for the chassis because
it was originally based on internal
corporate documents, which at
verification did not reconcile with the
financial statements.

For the other manufactdnng processes'

incurred for the CTV, the Department
excluded from production costs certain
warehouse expenses which were
considered to be part of selling
expenses In addition, inventory

carrying costs were calculated for the
chassis.’

Foreign Market Caiculaﬁons'

In accordance with section 773(a) of
the Act, we calculated foreign market
value based on delivered; packed, home
market prices to unrelated purchasers.
We did not include sales to related
purchasers, pursuant to 19 CFR
353.22(b), since those purchases were
determined to be at prices which were
not comparable'to those at which such
or similar merchandise was sold to
persons unrelated to the seller. We -
made deductions, where appropriate, for
inland freight and insurance. We
subtracted home market packing and
added U.S. packing to home market
prices.

Where U.S. price was based on
purchase price sales, we made
adjustments to foreign market value
under the following sections of the -
 Commerce Regulations:

- i'- Section 353.15(a, (b)

+ Circumstances of sale adinstments
.were made for differences in credit
expenses. warranties, and technical
‘service expenses.

;2. Section 353.16

Where there was no identical product
in the home market with which to
compare a product sold to the United
States, we made adjustments to the
price of similar merchandise to account
for differences in the physical
characteristics of the merchandise.
These adjustments were based on
differences in the costs of materials,
direct labor, and directly-related factory
overhead.

Where U.S. price was based on
exporter's sales price we made
deductions from the prices used to
calculate foreign market value under the
following sections of the Commerce
Regulations: .

1. Section 353.15(c) _
We deducted indirect selling expenses

- and direct selling expenses for credit

costs, technical service expenses and
warranties incurred by or for the
account of the respondent in selling the
CPTs in'the home market. The amount

“of indirect expenses deducted for each

respondent was limited to the total
indirect expenses incurred for CPT sales
in the United States. Total indirect CPT

. expenses, as noted in the “U.S. Price

Calculation” section of the notice, were
derived by allocating to CPTs a :
proportional amount of CTV selling
expenses.

2. Section 353.18

Where there was no identical product

in the home market with which to ]
compare a product sold to the United
States, we made adjustments to the
price of similar merchandise to account
for differences in the physical
characteristics of the merchandise.
These adjustments were based on
differences in the costs of materials, . .
direct labor and directly related factory
overhead.

Currency Converslon

For comparisons involving exporter's. .

sales price transactions, we used the
official exchange rate on the dates of .

sale since the use of that exchange rate

is consistent with section 615 of the
Trade and Tariff Act of 1984 (1984, Act).

We followed section 615 of the 1984 Act

rather than § 353.56(a)(2) of our ,
regulations because the later law .
supersedes that section of the
regulations. For comparisons involving
purchase price transactions we made .
currency conversions in accordance
with § 353.56{a)(1) of our regulations. All
currency conversions were made at the
exchange rates certified hy the Pederal
Reserve Bank.

Verification

As provided in section 778(a) of the’
Act, we verified all information used in
reaching the final determination in this
investigation. We used standard
verification procedures including
examination of all relevant accounting
records and original source documents
provided by the respondent.

Interested Party Comments

Comment 1: Petitioners argue that
CPTs which are imported as part of kits
or incomplete CTVs should be included
within the scope of the investigation.
They argue that the Customs
classification of these CPTs a3
“incomplete television receivers" or
“kits” under TSUSA items 684.9655-
684.9663. which are dutiable at a rate of

five percen! does not necesasitate their

- exclusion from a CPT order. They cite

Diversified Products Corp. V. U.S., 572
F. Supp. 883, 887 (CIT 1983) as a
precedent which allows the Department
to modify Customs classification in its

‘determination of class or kind of

merchandise.

Mitsubishi contends that since it does
not ship kits or assemblies into the U.S.
either dJrectly or through third countries,
this is not an issue in this mveshgatlon

DOC Position: We agree in part with
petitioners. See the “Scope.of
Investigation” section of this notice.

Comment 2: Petitioners argue that

. CPTs sold to related parties which are

subsequently incorporated into CTVs
before they are sold to unrelated
customers are properly included within
the scope of the investigation. They cite
section 772(e) of the Act as giving the
Department authority to include
merchandise which i further
manufactured within the scope.

DOC Position: Section 772(e)(3) of the
Act-gives the Department authority to
make adjustments to exporter's sales
price where the imported merchandise
under investigation is subject to
additional manufacturing or assembly
by a related party. In thig instance, CPTs.
are imported from Canada by related
parties where they are further v
assembled into CTVs before being sold
to the first unrelated party. Therefore, in
order to determine the U.S. price of the .
CPT, we properly deducted the value
added to the CPT-after importation.

See the “U.S. Price Calculation”
section above for a dlscusslon of the
methodology used.

Comment 3: Petitioners argue that in
its preliminary determination the
Department srred by {ailing to impute

‘the inventory carrying coet associated
“with obtaining CTV components from

related suppliers in calculating the cost
of manufacture for CTVs. Petitioners
maintain that the inventory carrying
cost of the CTV components should be
based on the time- -in-inventory at the
related suppliers’ premises and the time-
in-transit to the CTV production line in
the United States.

" Regpondent argues that the
Department should not impute a cost for
the time components spend in inventory
and transit before CTV production.

‘Moreover, respondent contends that the

Department should not make such an
extensive policy change after a
preliminary determination when that
change was not anudpaled in the
preliminary.

DOC Position: We agree with

'petmoners We have imputed inventory

carrying costs based on the time the
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company financed such costs prior to
the date of sale of the CTV. We have’
included those costs in calculating the:
cost of manufacture of the CTV. We
disagree with the respondent's position
that we should not make such changes
after the preliminary determination. One
purpose of a preliminary determination
is to set forth the methodology the
Department believes is appropriate. The
methodology. like other elements of a

preliminary, can be changed for the final

determination if the result is more .
accurate. The change we have adopted -
was proposed by petitionérs and
respondent has had ample opportunity .
to present arguments against it.

Comment 4: Petitioners state that the
inventory carryng costs incurred for
CPTs prior to the time that they are
incorporated into a CTV are CTV :
production costs rather than CPT costs.
Respondent argues that these costs
should be considered CPT costs.

DOC Position: We agree with the
respondent. Those inventory carrying
costs related to components which were
added during the production of the CPT
were considered as part of the value .
added in the U.S. because such costs
were an integral part of the components.

Comment 5: The petitioners argue that
the Department's exclusion of certain
CTV models on the grounds that the
models were no longer being produced
or the amounts being sole were
negligible is arbitrary and not in.
accordance with the Law. In particular.

they claim the Department did not use a*

“generally recognized” sampling
technique. The respondent contends that
the CTV models selected by the
Department represented nearly all the
sales made during the period of
investigation. ’

DOC Position: We disagree with -
_ petitioners. There is no requirement that
the Department examine all exporters or
sales. The Department's regulations
merely require that we examine at least
60 percent of the imports in question, 19
CFR 353.38, and we have done so in this
" proceeding. In this investigation,
Mitsubishi represented all imports of
CPTs from Canada. We investigated
approximately 95 percent of the sales of
this company. Furthermore. we verified
the total sales of this company in all
markets as well as the quantity of CPTS
incorporated into the model we chose to
investigate. Because we found no
discrepancies in these figures. we arc
satisfied that the remainder of the sales
not verified encompassed those models
which has relatively few sales, were out
of production, or were reported as
replacement parts. Also. we do not view
our decision allowing Yhe respondent not
to report a few sules as sampling. \We

disregarded these sales for reasons of
administrative convenience, having
concluded that these few sales would
not add to the accuracy of our analysis.
Comment 6: Thé petitioners allege that
the Department erred in‘its methodology
of computing the exporter’s sales price
offset cap. They contend that we should
not calculate an offset cap for CPTs
from the CTV indirect selling expenses
because selling expenses for CTVs will
always be higher than those for CPTs.

Rather, we-should use indirect expenseé .

of selling CPTs in the U.S. market to the

related CTV producer for our exporter s

sales price offset cap.
DOC Position: We disagree. Since |t is

- CTVs and not CPTs which are
ultimately sold in the U.S. and all selling

expenses occur at the time ‘of the CTV
sale, we have prorated the selling
expenses of CTVs to reflect the share of
selling expenses attributable to CPTs for
the purposes of creating an exporters
sales price offset cap. We view this
methodology as more equitable and-
accurate than that proposed by
petitioners. Petitioners’ methodology

- would not be accurate because all -

respondcnts sold CPTs to related
companies in the U.S. and the indirect
selling expense incurred on such sales
would not be representative of such
expenses had the sales been to
unrelated parties.

Comment 7: Petitionérs argue that the
methodology used by the Department to
determine U.S. price for imports of CPTs
by related parties i$ statutorily -
mandated under the value added
provisions of section 772(e)(3) of the Act
and is supported by Department
Regulations and practice. However, the

Department should not add profit to the .

CPT in those limited situations where
there is evidence that the CPT is being -
transferred at prices its cost of
production or where the respondent’s -
éntire CPT operation is unprofitable. In

-such instances, the profit accrues to the

CTV and not the CPT.
Respondent argues that profit should
be allocated using actual costs

- dccording to the ration of CPT

production costs to total productnon
cosls.

DOC Position: We agree with

_-respondent. It has been our longstanding

practice to deduce the profit {or loss)
assaciated with U.S. value added when

the related party in the United States

performs further manufacturing on the’

- imported product.

We do not agree with the petitioners
that the adjustment should be limited to

-those situations where the transfer price

exceeds the cost of producing the CPT
or where the CPT operation is

prafitable. The profitability of the “sale™

of the CPT to the related importer
derives directly from the profitability of

: the sale of the CTV because this is the

first sdle to an unrelated customer.
Whether the transfer price for the CPT is'
less than or exceeds the cost of
producing the CPT does not affect that
profitability. :

Commment 8: Respondent argues tha!
the Department should not add any
profit attributable to CTV selling
expenses to the value added since
section 772(e)(3) limits the application of
incredsed value to the process of
manufacture or assembly performed on
the imported merchandise.

‘Petitioners argue that profit arising
from selling expenses is properly a part
of value added because the amount of
profit earned on the sale of a CTV is,
directly affected by the cost to make it
and the cost to sell it.

DOC Position: We agree wuh the
respondent that section'772(e){3} of the
statute limits the value added deduction
from U.S. price to any.increased value
includinig additional material and labor
resulting from the process of
manufacturing or assembly. Material
and labor were specifically identified as
elemerits of increased value. Not only

- were selling expenses not contemplated

as elements of increased value, they
were specifically provided for in section.
772(c){2} which calls for the deduction of
expenses generally incurred by or for
the account of the exporter in the United
States in selling identical or
substartially identical merchandise.
Therefore, we did not include in the
value addéd to the CPT in the U.S. an)
profit aftributable to CTV selhng
expenses. . ;

Comment 9: Petitioners state that
Mitsubishi failed to report model
specific warranty expense on CTVs, and
Mitsubishi's methodology of allocating
across products under investigation
distorts the actual costs incurred in the
products under investigation. The
Department should require that
Mitsubishi provide specific warranty
costs for each CTV: model subject lo
investigation. Petitioners further argue
that the Department should revise its
preliminary delermination calculations
and deduct the CTV warranty cost as a
direct selling expense in the value
added analysis.

The respondent contends that the
Department should 'subtract only CPT
warranty costs from the U.S. sales price
instead of CTV warranty costs because
(1) these expenses are incurred on 8
component specific basis: (2) Mitsubishi
Sales America, Inc.'s (MESA) records .
provided component-by-component
custe: and (3) the subject matter of this
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investigation involves a specific CTV
component. )
DOC Position: We generally agree
with the petitioners. However, MESA
does not maintain separate model-by-
mode] warranty costs in its data base
and therefore cannot provide model-by-
model CTV warranty expenses. As
described elsewhere in the notice, the .
Department has taken all selling costs
associated with the CTV and allocated
them proportionately to the CPT and
other components. Warranty expenses
have been included among these selling
expenses. We are not persuaded that,
allocating specific sellmg expenses to

specific components is feasible or that it .

wotild enhance the accuracy of our
results.

Comment 10: Mitsubishi states that
certain of MESA'’s credits should not be

disallowed as intracompany transfers. It

notes that these MESA credits are
included as debits on MCEA's books
and have been included as part of
MCEA'S overhead expense. However, if
the credits are disallowed, then MCEA's
overhead expenses should be reduced
as an offset in an amount equal to these
disallowed credits.

DOC Position: We agree with the
respondent and have reduced the *
overhead expenses in an amount equal
to these intracompany transfers.

Comment 11: Petitioners argue that -
physical difference in merchandise
adjustments should be appliedon a .
model-by-model basis as opposed to
calculating an average foreign market
value.

DOC Position: We applied difference
in merchandise adjustments for each

specific model when comparing it to the

U.S. model. The resulting difference in
merchandise adjustment was, therefore,
calculated on a model-by-model basis.

Commaent 12 Petitioners claim that a
monthly foreign market valve should be
cal¢ulated as opposed to a foreign
market value covering the entire period
" of investigation. Petitioners state that
CPT prices on home market models
declined sharply during the period of
investigation and in the past the
Department has correctly used a
monthly weighted-average foreign
market value in such circumstances.

DOC Position: We disagree with
petitioners. We see no evidence of sharp
price declines in Canada during the
period of investigation and, therefore, no
need to calculate a monthly foreign
market value.

Comment 13: Petitioners claim
Mitsubishi's method of offsetting sales
" made during the period of investigation
with returns madg during the period of
investigation may understate dumping
margins. Petitioners argue that

- respondent can select which customers'

sales will be reduced by returns and
consequently assign returns to

. customers that are provided with the

largest number of sales inducements

. and rebates. Petitioners suggest that the

Department require Mitsubishi to submit
a listing of sales excluded usingits -
methodology, mcludmg customer
numbers. - -

DOC Position: We disagree with

petitioners. A relatively small number of

all sales during the period-of
investigation had corresponding returns.
A significant number of these returns
could be matched directlyasto -
customer, model number and price to a’
single invoice. The remaining sales were

- matched to sales based on model

number and gross sales price; only the
customer was different. While gross
sales prices were used instead of net
prices, Mitsubishi's computer program
selected the sale nearest in time before
the return was made as the one to be
discarded. Therefore, respondent’s
methodology appears to be an objective
and reasonable way of matching these
credit returns. While Mitsubishi -
compared prices on a gross invoice

"basis, these returns were relatively so

small in number that we have _
determined that they will not affect the
margin calculation.

Comment 14: Petitioners allege that
Mitsubishi has large differences in its
credit costs due to the existence of
service fees paid to and by flooring
companies and differing payment
periods for certain classes of customers.
Therefore, it should not be allowed to
average these costs by submitting an,
average accounts receivable turnover
rate for calt:ulatmg the number of days
that payment is outstanding. Mitsubishi
argues that its records do not track
shipment date to payment dateona
sale-by-sale basis. Mitsubishi asserts -
that the approach utilized by MESA was
the most accurate.. .

DOC Position: We generally agree
with the.petitioners. However, the
respondent did not maintain its records
in a manner whereby precise credit
costs and flooring expenses could be
determined on a sale-by-sale basis. -
Therefore, we deducted an average
amount for these costs and treated both
credit costs and flooring expenses as
direct selling expenses.

Comment 15: Petitioners allege that
Mitsubishi understated its CTV packing
expenses. Petitioners claim that the

_Department should adjust Mitsubishi's

packing costs to reflect actual costs
incurred and ensure that the standards -
accurately reflect the labor time.in the
current period.

DOC Position: This expense has been
revised and verified and will be used in
the final analysis.

Comment 18: Mitsubishi states that it
treated all general expenses
appropriately, and that G&A expenses
of headquarters were allocated to
subsidiaries in fair amounts and need
not be increased. The petitioners argue -
that the expenses incurred by Mitsubishi
must be allocated to subsidiary
operations because they were incurred
on behalf of these operations.

DOC Position: The Department

, attributed general and administrative
‘ expenses related to the headquarter

operations to all companies. Since the ..
respondent had not provided an amount
for such e 3, the:Department used,
as best information, adjusted
information from the consolidated
financial statements. - .

Comment 17: Petitioners claim that the
respondent misallocated G&A expenses
by using arbitrarily determined standard
times for the G&A at the plant

~ manufacturing the CTV. Mitsubishi -

states that these expenses were
allocated to product groups-by cost of
sales, not standard times. »
DOC Position: The respondent used
cost of sales to allocate the general and
administrative costs between projection
televisions (PTV} and CTV production.
The general and administrative costs
were then allocated to individual
products based on standard times. The
Department verified the allocation of -
general and administrative costs and
concluded that respondent's method
was not distortive. _ :
Comment 18: Petitioners claim that -
United Electronic Engineering Corp. Pte. .

_ Ltd.'s (UEEC) financial expense claims

are understated. Petitioners suggest :l}nlat
if the Department cannot determine the
actual financial of UREC -

expenses
" attributable to CTV chassis, the

Department should use the greater of the
financial expenses from the monthly
profit and loss statements or the audited
financial statements and allocate the
expenses using the respective costs of
goods sold: Also, petitioners claim that
no deduction to financial expense for
financial revenues should be made.
DOC Position: The Department used
the consolidated financial expenses of
the corporation in determining the
financial expense to be attributed to
each entity in the corporation. Any
financial income from operation was
ued to offset the interest expense. This
expense was allocated on the basis of
cost of goods sold. ‘ .
Comment 19: Petitioners claim
Mitsubishi miscalculated G&A expenses
attributable to the cost of producing the
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CPT by including taxes which do not
relate to the cost of production.
Petitioners argue the-Department should
deduct the business tax from G&A
expenses attributable to the cost of
production for CPTs.

DOC Position: The Department
excluded the business tax, which was
similar to an income tax, from its
calculation of general and
administrative expenses.

Comment 20: Mitsubishi claims that
four Kyoto Works groups were devoted
solely to CPT production activities and .
the indirect costs incurred by these
groups should not be allocated over all
products at Kyoto Works. The CPT
production group also manufactured the
28° panel which was transferred to
Canada for us in the 28" CTV.

Petitioners claim that these expenses
- should be reallocated to all products

manufactured by Kyoto Works, using
total actual labor hours or the cost of
goods sold of the respective products to
distribute expenses between product
lines and among products.

DOC Position: Review of verification
exhibits subsequent to verification
revealed that these four groups were
part of the CPT operation and that their
costs should be attributed solely and
entirely to CPT products including the
26" panel, and not allocated over all
products at the Kyoto works. No

" adjustment was made.

Comment 21: Mitsubishi states that
there were no write-offs of printed
circuit boards {“PCB") inventory used to
produce chassis for CTVs either during
1986 or in the year-end adjustments.
Petitioners claim that since CTV models
are constantly being introduced into the
marketplace or updated, write-offs for
inventory obsolescence of PCBs should

analyzed the docmentaﬁon recefved
during verification and determined that
there was no indication of write-offs for
PCB inventory and that none was taken.
Therefore, the Department has not made
any adjustment for obsolescence.

Comment 22: Mitsubishi states that
the energy expenses were appropriately
allocated in the submission between
CTV chassis and other products
manufactured in that plant.

Petitioners claim respondent
understated the actual energy expenses
attributable to chassis production costs
and that the Department should
recalculate common energy expenses
based on the space allocation
percentages.

DOC Position: The Department
reviewed the allocation of common
energy expenses and found no basis or

support for the respondenl s

“methodology.

Therefore, the Department reallocated
the common energy costs based on
production floor space used for the CTV
chassis and other products '
manufactured in the plant. -

Comment 23: Mitsubishi claims that
UEEC was not subject to a payroll tax ini
1986 due to the abolition of this tax in
1985 by the Singapore Government.
Petitioners argue the Mitsubishi's
chassis labor costs were understated
since UEEC failed to account for the full

amount of a payroll tax in its labor cost

calculations. Petitioners state that the
Department should recalculate labor
costs to reflect this direct labor cost.
DOC Position: The Department .
examined documents during vefification

" and determined that the credit for the

payroll tax should not be included in the
cost. The Department accordingly made
the adjustment to eliminate the credit
for payroll tax since credits related to
prior expenses should not offget current
costs.

Comment 24: Mitsubishi changed
allocation methods for certain overhead
items between the third and fourth
quarter of 1986. The company changed
the overhead allocation when it
transferred car audio production from
Kyoto Works to Sanda Works.

DOC Position: The Department
reviewed and adjusted the fourth
quarter allocation. As a result, these

costs were adjusted to reflect the third

quarter’s allocation basis. :
Comment 25: Petitioners claim that
Mitsubishi's U.S. labor costs on CTVs -
were understated due to a borrowing of
personnel and that respondent did not
provide revised labor cost figures to

" account for this additional labor cost.

Mitsubishi claims that the transfers of

Ageu:lsonnelbeuareenthemandm

insignificant during 1900.
Als:mtg :'::sfen were roughly equal

between the two plants, so the absolute -

levels offset with no net effect.
Therefore, no change is required in the
labor cost for CTV assembly.

DOC Position: Labor was transferred
between both production areas. The
Department concluded. however, that
the effect of the transfer of employees
between the departments was minimal.
Thus, no adjustment was made.

Comment 26: Mitsubishi contends that
the cost of sales from the internal
records and the audited financial
statement are reconcilable and the
reconciliation is provided in verification
Exhibit #48. Petitioners claim that these
internal financial statements formed the
basis of the cost submission and that the
discrepancy between the internal
records and the audited financial

“statements should be allocated strictly

to the cost of producing chassis used in
producing CTVs under investigation.
DOC Position; The verification exhibit

~ referred to by the respondent is the
- financial statement of the company,

which does not'provide a reconciliation.
Therefore, the Department attributed a
proportional amount.of this difference
between the audited financial

" statements and the internal financial

statements to CTV chassis production.

Comment 27: Petitioners claim that
Mitsubishi's choice of standard times for
allocation bases was inconsistent and
arbitrary and resulted in'cost ‘
understatements. Petitioners suggest
that the Department should recalculate
these expenses based on actual labor
hours. .

Mitsubishi states that the standard
times used were always selected on a
production lot basis and that this
method does not underallocate expenses
to CTVs that contain Canadian or
Japanese tubes.

DOC Position: The Department
reviewed the standard times presented
at verification. In cases when standard .
times were selected from outside the
period of investigation they appeared to
be reasonable when compared to those
within the period of investigation.
Therefore, we accepted Mitsubishi's
allocation.

Comment 28: Petitioners state that
costs submitted by Mitsubishi may not
have reflected the costs incurred by
related trading companies. Petitioners

suggest that the Department should

calculate the full cost incurred by
Mitsubishi Sales Singapore Pte. Ltd.
(MSS) in procuring materials for UEEC
and trading finished chassis to
Mitsubishi Consumer Electronics of
America, Inc. (MCEA) from UEEC.

Mitsubishi argues that it submitted
costs which overstate the expenses of
MSS. Since the chassis go to MCEA.
selling expenses are minimal according
to Mitsubishi and the commission .
exceeds the expenses incurred by MSS.

DOC Position: The Department has
captured the costs incurred by MSS for
chassis as a general and administrative
expense.

Comment 29: Petitioners argue that
respondent failed to limit its fabrication
costs to the period of investigation.
Petitioners suggest the Department
should recalculate actual fabrication
costs strictly for each quarter in the
period of investigation and allocate
these costs based on the actual labor
time per model in production, rejecting
Mitsubishi’s annualized figures.

Mitsubishi contends that the
annualized fabrication rate was
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appropnate because CTV production is
somewhal seasonal and thus quarterly
fabrication costs fluctuate widely.
Moreover, the company is on the cash
basis and adjustments to quarterly data
would have been excessive, while
accruals would be more properly

reflected over an entire year. Finally, the .

price of the CTV was based on the total
annual costs.

DOC Position: In this case, the
Department concluded that the
annualized fabrication rate did not
distort the fabrication cost incurred for
the production of the CTV. Therefore,
we. did not adjust the respondent s
subrhission.

_Comment 30: Mitsubishi claims that.
the electricity expenses for CTVs should
be lowered in the final value added = -
calculation: The two production
buildings were metered separately for’
electricity. However, when preparing
the response Mitsubishi allocated the
total pool of overhead expenses based
on standard times. As a result, CTV
production received roughly 70 percent
of the expenses rather than the 50
percent it should have received:

DOC Position: The Department
disagrees that an adjustment should be
made. The company did not present this
adjustment nor relevant decumentation .
during verification. The Department
cannot accept unverified information as
4 basis for its final determination.
Therefore, since the Department was not
able to verify it we did not use it in our
final determination.

Comment 31: Mitusbishi claims that
automatic insertion expenses were
overallocated to CTV chassis-in its
response and, therefore, the Department
should adjust the CTV chassis cost.

DOC Position: The respondent could
not support its contention that automatic
insertion costs were over-allocated to
chassis. Therefore, we did not make an
adjustment. .

.Comment 32: Petitioners claim
Mitsubishi failed to provide the
weighted-average cost incurred for the
productlon of chassis.used in CTVs.
Petitioners state that the costs and
eaistence of the chassis production
iacilities at Woodlands and Kyoto were
not reported in Mitsubushi's
submissions and Mitsubishi refused to
provide such information. Petitioners
argue thal the Department should use’
the best information available. the cost
of production of the highest-cost
Japanese producer of a comparably-
sized chassis.

Mitsubishi claims that the issue of
chassis costs for itse Woodlands and
Kyoto facilities was first raised at
verification. Mitsubishi did not not
report these costs because it did not

consuder them to be relevant. Production
from these plants is not commingled
with production from the Bukit Timah.
chassis plant which produces chassis .
shipped to the U.S. Mitsubishi claims
that it did not attempt to hide these
production facilities, which the .
Department has known about for years.
Instead. it did not believe it necessary to

use anything other than the Bukit Tlmah .
" costs.

DOC Position: The- -Department’s .

analysis of the cost for the Bukit Timah i'
facility indicates that the costs provided .

are represenlatives of the weighted-

average costs of producing chassis.
Comment 33: Mitsubishi claims that

MCEA shghtly overstated its finance

expenses in the value added submisslon'

due to the fact that finance expenses for
1986 were calculated on an annual basis

and included interest paid prior to the. .

period of investigation. Mitsubishi
contends that this payment should be- ~
excluded under the Department's usual
policy of includmg only interest
payments actually paid out during the
period of investigation.,

DOC Position: The Department used -

‘the consolidated interest expenses as a .

basis for determining interest expense.
The Department was not presented with
an adjustment during verification nor.
was any documentation provided during
verification. Therefore. no adjustment.
has been made.

Comment 34: Mitsubishi argues that it ‘

is inappropriate to use the consolidated
interest expenses for the U.S. -
subsidiaries. The subsidiaries. The
subsidiaries are responsible for their
own financing and to use an interest
expense determined by the consolidated
entity would be inconsistent between .

" cases. .
Doc Position: The Department useda ..

proportional amount of the consolidated
financial expense to determine the
financial expense for each entity within
the corporation. Funds from debt are -

fungible and the final decision regardmg .

the.amourit of equity in any one entity is
ultlmately a result of the parent
company's decisions.

Comment 35: Petitioners stdte that
Mitsubishi's method of calculatmg
material cost may have led to an
understatement of cost due to MCEA's
failure to provide weighted- -average.
fully-absorbed material costs using a
first-in, first-out inventory method. -
Mitsubishi states that it used average
costs, not middle lots, for material costs.

DOC Position: The Department .
reviewed the middle lots used for each
quarters’ costs on which the
submissions were based and also for:
lots before and after this middle lot. The
Department found the costs in the

submission 1o be representative of
actual costs.

Comment 36: Petitioners claim that »

" Mitsubishi's interest expénses in the

U.S. were understated and misallocated.
Petitioners argue that the cost of
financing was based on the terms
between related parties and not on the
actual cost of funds to the related

- lender. Also, petitioners claim that
. Mitsubishi incorrectly calculated net

interest expense, did not itemize interest
income and expenses, and did not show.
that the interest income was earned in
production or sale of CTVs. Also,
interest expense was allocated based on
cost of sales which included the transfer
prices of materials from related parties.
Using transfer prices in the allocation of '
expenses may have understated the
actual interest costs attributable to the
cost of producting CTVs, according to
petitioners.

Mitsubishi argues that interest
expenses were correctly allocated to the
product. The interest expenses were
allocated based on cast of sales. The
cost of sales used was based on transfer
prices rather than cost of production.
This assured that interest expenses
were properly allocated to the product.

DOC Position: The interes! expense
incurred by MCEA was not used since
the Department applied the interest

expenses of the consolidated company.

Comment 37: Petitioners claim that
respondent's allocation methods have
led to anunderstatement of the cost of
producing chassis. Petitioners suggest
that the'Department should recalculate

"and allocate indirect department costs.

G&A expenses and fabrication costs
based on the cost of goods sald and
actual direct labor hours.

DOC Position: The Department has -
reallocated such expenses based on the
cost of sales as opposed to value of
sales. Sales values of different products
would include varying amounts of profit
or loss and could distort the allocation.

* Comment 38: Petitioners claim
Mitsubishi understated the cost of
material control attributable to CTV
chassis production. Petitioners urge the
Department to recalculate these costs.

DOC Position: The Department made
an adjustment to the cost of producing
chassis to reflect the proper allocation
of material control costs. This
adjustment was based on verified data
regarding the use of store room space.

Comment 39: Petitioners claim
Mitsubishi miscalculated CPT material
costs by not accounting for all supplier
rebates. Petitioners suggest that the
Department recalculate materials costs,
accounting for the full amount of the
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actual rebates.provided on a per part
basis.

DOC Position: The cost of productlon
includes material costs incurred during
the period of investigation. The rebates .
were spread over the costs of the . :

material imputs. Therefore, there isno -

distortion of material costs for the

product. o
Comment 40: Petmoners clalm -

Mitsubishi substantially understated its -

UEEC chassis production costs because ~

UEEC accounted for its material costs
based on acquisition costs and not
inventory values.

DOC Position: The Departmcnt
verified materials costs and analyzed -
the changes in materials costs betweeri
quarters. There was no substantial -
change in materials costs between

periods-and, therefore, no adjustment in- .

materials costs was considered
necessary.

Comment 41: Mitsubishi asserts that lt
correctly reported volume rebates based-
on average overall sales mstead ofona -

sale-by-sale basis.

DOC Position: We dlsagree _
Respondent has revised its response in
order to present this expense ona.
customer-by-customer basis, and we
have used that data.

Comment 42: Mitsubishi notes that the
Department's sample margin

calculation, with regard to CTV packmg ‘

did rot agree with the metbodokw) in
the computer program used. It suggests
that the computer program was wrong
and should be corrected.

DOC Position: The oomputer program .
was changed for the final determination. .

CTV packing is now in other costs.
Comment 43: The petitioners argue
that the Department should exclude
those home market sales which were
. priced below the’ inlly absorbed cost of
production in its price compansom o
DOC Position: We agree in part with
the petitioners. In calculatmg the value '
added to the CPT in the United States, '
we obtained cost data only for those
CPT models sold in the home market
which were identical to those sold in the
U.S. The sales of identical merchandise
in the home market were made to
related parties. We compared the cost "
data for identical merchandise to the -
related parties prices and determined
that they were not at arm’s length
because they were below the cost of -
production. We then used hlgher priced-
sales to unrelated parties in the home
market for our comparisons. However,
there is no cost data in the record which’
would allow us to determine whether
these unrelated party sales werée made
at or above fully absorbed cost of .
production. .

Comment 44: The petitioners allege

- that Mitsubishi incorrectly claimed

visits to home markets customers as a
direct expense when, in fact, they are
part of a general sales effort and are not
connected with particular sales. The -
respondent contends these expenses are

-more properly viewed as direct rather’

than indirect expenses since they are
directly tied to the sale of specific
models. The respondent states, however.
that if these expenses are viewed as

. indirect, they shold be reclassified with

respect 6 purchase price sales as well” '
as home market sales. )

DOC Position: We agree wnth the
petitioners. We generally view visits to
customers for the purpose of making :

‘future sales as an indirect selling
. expenseand have: treated them as such.

-Comment 45: The petitioners assert

‘that Mitsubishi's quality assurance
-expenses should be calculated ona

model-by-model basis because the
stated-purpose is to reviewtube line
rejects for edch model. The respondent
asserts that MEICA's quality assurance
trips were for the purpose of reviewing
all CPT problems associated with
particular-customers. and the focus of
these trips was on the customer, and not
a ‘specific model. Therefore, according to
the respondent, the proper method of
calculating this expense is on a
customer-by-customer basis. ,
DOC Position: We agree with the
respondent. The purpose of the trips
was to assist each customer with ns

- problems concerning all'the tubes .

purchased from ‘Mitsubishi. Moreover,
we do not have the data showing how
much timé was spent troubleshooting for

- specific models.
Comment 46: The petmoners contend -.

that fixed costs should not be included

~ in the calculation of differences in -
-merchandise, and that the Department .

should recalculate the adjustment for

-differences in merchandise so that it
 includes only those costs that vary due

to actual physical dlfferences in the
merchandise. .

DOC Position: We agree with the
petitioners and have adjusted the data
for differences-in the merchandlse
accordingly. ‘

Comment 47: The pelmoners allege
that the U.S: duty expense reported by
Mitsubishi is grossly understated. and’
the Department should revise its -

" calculations to reflect the 15 percent ad

valorem duty rate that applies to-
imports of CTV tubes. Mitsubishi asserts

" they présented extensive evidence of

duty expenses for purchase price and
ESP sales made through both Detroit
and-Buffalo. and the supporting
evidence was extenswely examined and
verified. )

DOC Position: We agree with the
respondent. We have used the data
submitted by the respondent which
accurately reflects the duty paid.

Comment 48: The petitioners allege
that Mitsubishi overstated net price on
certain U.S. sales because it averaged
the charges for U.S. duties, brokerage
and inland freight, even though these
charges may vary greatly. and that
actual charges must be submitted for
each U.S. sale. Mitsubishi asserts that
they.cannot repor! these expenses on a
sale-by-sale basis. Therefore, they
properly averaged these expenses for - .
purchase price sales on a model-by-
mode] basis.

DOC Position: We agree mth the
respondent Mitsubishi does not
maintain its records for these charges on
an individual sale basis. Therefore. it
correctly reported these costs on a
modél-by-model basis.

Comment 49: The petitioners assert
that Mitsubishi understated its -
advertising costs by averaging them .
over an entire year instead of using
actual costs for the period of
investigation. Mitsubishi asserts
adverlising expense are often planned .
and incurred on an annual basis.

DOC Position: We disagree with the
petitioners. We took an average year
cost because certain advertising costs’
which were incurred during the period
but were paid outside of the period.
artificially lowered the cost reported in
the period of investigation.

Comment 50: The petitioners state
that Mitsubishi incorrectly calculated its
U.S. inland freight and freight-out
expenses. Instead of allocating these
expenses on the basis of sales value, the
petitioners assert that they should be
allocated on the basis of total volume or

" weight shipped. Mitsubishi asseris that

MESA calculated the freight expense -

- ratio based on total audio video sale
" revenué, and this method was the most

representative. It was impossible for
Mitsubishi to allocate this expense

- based on volume or welght shipped

because the product mix of each
shipmen( varied and Mitsubishi did not
mairnitain.its records in this manner.

DOC Position: While we generally,
agree with the petitioners, the
respondent’s records were not
maintained in a manner whereby freight
costs were based on volume or weight.
Therefore, we used the next best
available methodology which was based
on sales value.

Commeént 51: Petitioners contend that
Mitsubishi's average U.S. borrowing rate
and interest expenses were understated
because it reported all short-term loans
which matured during the period of



44170

B-21

Federal Register / Vol. 52, No. 222 / Wednesday, November 18, 1967 / Notices
. N AR . AT AL A J.

investigation instead of all those
outstanding during the period.
Furthermore, it adjusted the yen-
denominated loans to account for
foreign currency exchange gains and’
losses. Finally, yen loans from related '
parties should not be included because
they are not at arm’s length. Mitsubishi
asserts MESA's rate is lower due to the
fact that MESA seeks loans in various
currencies to obtain the lowest rate. It
slso contends that all loans, no matter
what the currency. should be used.

DOC Position: We agree with the
pctitioners. It is our standard practice to
look at all loans outstanding during the
period of investigation. We used the
revised verified loan data provided by

. the respondent, which includes all loans
outstanding during the period of
investigation. We have only used loans
denominated in U.S. dollars because
most of the loans were denominated in
that currency. This is in accord with our
general practice of not combining -
interest rates across currencies and
using that average interest rate in the
currency in which there was the largest
volume of loans.

Comment 52: Petitioners assert that
Mitsubishi's claimed direct U.S. selling
expenses were part of its exporter's
sales price offset cap, and if these
expenses, advertising and promotion,
were mode!- or product-specific, then
they sheuld be considered as direct U.S.
selling expenses and excluded from the
exporter's sales price offset cap.
Mitsubishi aserts that these expenses
relate to MESA sales in general and
should be considered as indirect
expenses.

DOC Position: We partially agree with
the petitioners. Those selling expenses
which related to specific U.S. sales were
taken out of indirect expenses and,
therefore, not included in the ESP offset
cap.

. Comment 53: Mitsubishi states that
patent fees were reported based on
actual payments to outside parties. Only
that portion paid to the outside license
holders was reported, and this method
correctly ignores intra-corporate
transfers. The petitioners argue that the
Department should include all costs
incurred by or on behalf of MEICA in its
calculation of production cost.

DOC Position: The portion of the
patent fee paid to unrelated companies .
is the only portion of the patent fee
included in the cost of production.
Additional services provided by MEICA
related to the patent were captured in -
the G&A expenses of the parent
company which was included in the cost
of production of the CPT.

Comment 54: Mitsubishi asserts that it
correctly made a capacity adjustment to

certain costs because the factory was
operating at well under full capacity for
much of the year. The petitioners argue
that adjusting expenses based on

. capacity utilization rates will always

lead to a reduction in cost of production
per unit and these adjustments should
not be allowed.

DOC Position: The Department
requires fully absorbed costs to be
included in the cost of production.
Applying a capacity adjustment to the
costs resulted in less than full costs
being included in the cost of production.
Therefore, the Department disallowed
the capacity utilization adjustment.

Comment 55: Mitsubishi contends that
it identified those portions of its total

_ interest expenses that were

appropriately considered operating
interest expenses. The petitioners argue
that the allocation of interest expense to
stockholder’s deficit is invalid and the
entire amount of the actual interest
expense incurred by MEICA during the
period should be considered as an
operating. expense ’

DOC Position: As noted above, a
proportional amount of the interest
expense incurred by the consolidated
corporation was allocated to each
entity. Therefore, this issue is moot.

Comment 56: Mitsubishi contends that
it correctly omitted expenses for
personnel on loans to MEICA from
MELCO. The petitioners do not agree.
Absent these assists, MEICA would
have been required to hire additional
employees.

DOC Position: The Department has
captured such costs when it included the
parent company’s general and
administrative expense.

Comment 57: Mitsubishi asserts that.
red phosphorous costs were correctly
reported, even though the Department
contends that the usage rate was not

‘verified.
DOC Position: The company could not .

provide supporting documentation for
usage. Therefore, the Department
adjusted this phosphorous usage to be
comparable to the other colors of

phosphorous.

Comment 58: Mitsubishi argues that it
appropriately allocated indirect
department and G&A expenses on the
relative sales value of UEEC's products.
Mitsubishi did so because this
methodology did not introduce any
distortions and costs of sales on a
product-line basis is not available. The
petitioners assert that the fact that
UEEC failed to calculate its cost of sales
by product line is not a basis for using
inherently unreliable transfer prices to
allocate costs.

DOC Position; Sales values include
different profit/loss margins on varied

products. Therefore, the indirect costs
were allocated on the basis of costs of
sales.

Comment 59: Mitsubishi asserts that it
carrectly determined the cost of
storeroom space based on the number of
people working in their respective areas
of the storeroom. The petitioners assert
that the manpower used is not a
satisfactory allocation base when
various products are housed in a
common storeroom.

DOC Position: The Department has
analvzed the allocation of storeroom
costs and determined that the aliocation
was not an appropriate measure of costs
because the number of employees could
be altered daily. The Department has
reallocated the storeroom cosu on the
basis of space.

Comment 80: Mitsubishi argues that it
treated all related party transactions
such as purchase of materials, parts and
equipment, and payments of royalties
correctly and that no modifications are
necessary due to their related party
status. The petitioners assert that the
Department must include in the cost of
production any assumption of financing
expenses, provision of persounel to set
up and monitor operations, technical

- assistance and provision new material

or capital equipment at less than cost.
DOC Position: We agree vith the
petitioners. For major parts obtained
from a related company the Department
used the actual costs which were
reported by the respondent and made
adjustments when necessary. For
financial expenses, the Department used -
the consolidated interest expense as
described under the "United States Price
Calculations” section of the notice. For
the other expertise provided by the
parent, the Department captured such
expenses in the general administrative
expenses allocated from the parent

Continuation of Suspension of
Liquidation

We are directing the U.S. Customs
Service to continue to suspend -
liquidation of all entries of CPTs from
Canada that are entered, or withdrawn
from warehouse, for consumption, on or
after the date of publication of this
notice in the Federal Register. The
Custorms Service shall continue to
require a cash deposit or the posting of a
bond equal to the estimated average

. amount by which the foreign market

value of the merchandise subject to this
investigation exceeds the United States
price as shown below. The suspension
of liquidation will remain in effect until
further notice. The weighted-averaged
margins are as follows:
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Weghted-
. erentucar / everage
/o /expor margen
percent-
age
Mrsubsiv Electionics incusties Canads. Inc. ... 65
All others 65

ITC Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. If the ITC determines
that material injury. or threat of material
injury. does not exist, this proceeding
will be terminated and all securities
posted as a result of the suspension of
liquidation will be refunded or
cancelled. However, if the ITC
determines that such injury does exist,
the Department will issue an
antidumping duty order directing
‘Customs officers to assess an
antidumping duty on CPTs from Canada
entered, or withdrawn from warehouse,
for consumption after the suspension of
liqudiation equal to the amount by
which the foreign market value exceeds
the U.S. price.

This determination is published
pursuant to section 735{d) of the Act (19.
U.S.C. 1673(d)). .

Gilbert B. Kaplin,

Acting Assistant Secretary for Import
Administration.

November 12, 1987.

{FR Doc. 87-26589 Filed 11-17-87; 8:45 - am]
BILLING CODE 3510-05-M :

[A-588-609]

Final Determination of Sales at Less .
Than Fair Value; Color Picture Tubes
From Japan

ACTION: Notice.

SUMMARY: We have determined that
color picture tubes from Japan are being,
or are likely to be, sold in the United
States at less than fair value. The U.S.
International Trade Commission (ITC)
with determine, within 45 days of
publication of this notice, whether these
imports are materially injuring, or are
threatening material injury to, a United
States industry.

EFFECTIVE DATE: November 18, 1987,

FOR FURTHER INFORMATION CONTACT:
John Brinkmann, (202} 377-3965 or John
Kenkel. (202) 377-3530, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce. 14th Street
and Constitution Avenue. NW.,
Washington. DC 20230.

Final Determination

We have determined that color picture
tubes from Japan are being, or are likely
to be, sold in the United States at less -
than fair value, as provided in section
735{a) of the Tariff Act of 1930, as
amended {19 U.S.C. 1673d(a)) (the Act).
The weighted-average margins of sales
at less than fair value are shown in the -

“Suspension of Liquidation” section of
this notice.

Case History

On June 24. 1987, we made.an
affirmative preliminary determination
(52 FR 24320, June 30, 1987). The
following events have occurred since the
publication of that notice.

On June 286, 1987, Hitachi Ltd.
(Hatachi), a respondent in this case,

. requested that the Department extend

the period for the final determination
until not later than 135 days after the
date on which the Department published
its preliminary determination. On July 1,
1987 and July 6, 1987, Matsushita
Electric Corporation (Matshushita), and

‘Mitsubishi Electric Corporation

{Mitsubishi), respectively, also
respondents in this case, made similar
requests. The Department granted these
requests, and postponed its final
determination until not later than
November 12, 1987-(52 FR 27696 luly 23.
1937).

Questionaire responses from all
respondents were verified in Japan,
Singapore, Malaysia: Taiwan, Hong
Kong. Mexico, and the United States
during July and August 1987.

On September 29, 1987. the
Department held a public hearing.
Interested parties also submitted .
comments for the record in their pre-
hearing briefs of September 25, 1887,
and in their post-hearing briefs of
October 10, 1987.

Scope of Investigation

The products covered by this.
investigation are color picture tubes
(CPTs) which are provided for in the
Tariff Schedules of the United States
Annotated (TSUSA) items 687.3512,
687.3513. 687.3514.'687.3.516. 687.3518.
and 687.3520. 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,

CPTs 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.

Petitioners have also requested that
the Department examine CPT's which
are shipped and imported together with

other parts as televison receiver kits
(which contain all parts necessary for
assembly into complete television -
receivers), or as incomplete television
receiver assemblies that contain a CPT
as well as additional components. Color
television receiver kits ("'kits") are
provided for in TSUSA item 684.9655,
while incomplete televison receiver
assemblies (“assemblies”) are provided
for in TSUSA items 684.9656, 684.9658
and 684.9660. Additionally, petitioners
requested that the Department include
in the scope of this investigation, as
transshipped Japanese CPTs, CPTs
which enter the United States through
third countries, such as Mexico, in
conjunction with other televison
receiver components and which are
classified by Customs as kits and
assemblies.

Kits shipped directly to the United
States from Japan are already covered .
by the scope of the Department’'s -
antidumping duty finding on television
receivers from Japan (36 FR 4597, March
10. 1971) and are, therefore, not included
in the scope of this investigation. With
regard to assemblies shipped directly to
the United States, only certain
shipments are included within the scope
of the outstanding anndumpmg duty

-finding on television receivers from

Japan. If what is bemg imported*is
capable of receiving “a broadcast
television signal” and producing “a
video image,” the Department has

~ previously determined that such

merchandise is included within the
Japanese television finding (46 FR 30163,
June 5, 1981). The Department has also
found that it takes six major television
components to “receive a broadcast
signal and produce a video image.”

These are: the cathode ray tube (i.e., the
CPT}. the tuner(s), the main printed
circuit board, the chassis assembly, the
flyback transformercand the deflection
yoke (46 FR 30167, June 5, 1981).

Thus, the issues remaining before the
Department are whether to include in
the scope of this proceeding (1) CPTs
contained in assemblies shipped directly
from Japan that are not covered by the
finding on television receivers, and (2]
CPTs contained in kits and assemblies
shipped through Mexico. After a careful
examination of the facts developed in
this investigation, we have concluded
that these CPTs should be included in
the scope of this investigation. Evidence
on the record shows that the CPT
constitutes a substantial part of the
value and cost of the kits shipped to the
United States from Japan. Since, as
stated above, assemblies contain fewer
parts than kits, we determine that the
CPT a'so constitutes a substantial
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portion of the value and cost of
assemblies entering the United States
from Japan. Furthermore, evidence on
the record shows that regardless of
whether a Japanese CPT enters the
United States as a kit, assembly, or
simply as a CPT, the CPT enters the
. United States in its own carton or
container and is typically unconnected
to any other television receiver
components. In these circumstances, the
mere fact that a few additional
components may be entered at the same
time as the CPT does not change the fact
that a CPT is being imported and
potentially dumped. Thus, CPTs in
@ssemblies from Japan, which contain
less than the six components necessary
to receive a broadcast signal and
produce a video image, are included
within the scope of this investigation.

We have further determined that
CPTs entered for customs purposes as
kits and assemblies from Mexico are
Japanese CPTs being transshipped
through that country. In reaching this
conclusion, we have been guided by the
following facts.

First, the Mexican shipments are
composed of a CPT of Japanese origin
~ and a color television chassis which has
been assembled in a Mexican free trade
zone from parts imported from various

countries. Second, the Japanese CPTs do .

not enter the commerce of Mexico. They
simply pass through the free trade zone
en route to the United States. Third, at
_no time is the CPT removed from the
original factory container until it arrives
" af the assembly operation in the United
States. CPTs shipped through Mexico
are not packed individually, but rather
in so many units per container, the
quantity dependent upon tube size.
When the chassis assembly is ready for
shipment, Matsushita Industrial de Baja
California, in Mexico, removes the CPT
from its warehouse, matches it up on
-paper for Customs purposes with the
appropriate parts, and ships the entire
assembly to its related color television
receiver (“CTV") assembler in Chicago.
The CPTs are not physically integrated
with any other component, nor is there
any value added to the CPT prior to
importation into the United States..
Finally, since the Japanese CPT
manufacturer is related to the Mexican
assembler and the U.S. importer of the
"Mexican “kits,” it is clear that the
Japanese manufacturer knows at the
time of exportation that the CPTs will be
ultimately exported to the United States.
In sum, we have determined that
Japanese CPTs do not enter the
commerce of Mexico. They simply pass
through a free trade zone en route to the
U.S. The CPTs are not phyvsically

combined with any of the other .
components, nor is there any value
added to'theé CPT. Because we have

- determined Japanese CPTs entering in

kits or assemblies from Mexico are
merely being transshipped through-
Mexico they .are properly included in-the"
scope of this proceeding. .

Fair Value Comparison Methodology-

To determine whether sales.of CPTs - -

in the United States were made at less
than fair value, we compared the United
States price to.the foreign marketvalue
of such or similar merchandise for the
period June 1, 1988 through November
30, 1986.

Foreign Market Value

In order to'determine whether there
were sufficient sales of the mérchandise
in the home market to serve as the basis
for calculating foreign market value, we
established separate categories of such
or similar merchandise, based on the
CPT screen size. We considered any
CPT sold in the home market that was
within plus or minus two inches in
screen size of the CPT sold in the U.S. to
be such or similar merchandise.

"We then compared the volume of
home market sales within each such or
similar category to third country sales
(excluding U.S.'sales), in accordance -
with section 773(a)(1) of the Act. We
determined that for all categories for
Hitachi and Mitsubishi, there were |
sufficient home market sales so .
unrelated customers and/or arm’s length ..

‘sales to related customers, for.each such

or similar category to form an adequate
basis for comparison to the CPTs
imported into the United States.
Therefore, foreign market value for.
Hitachi and Mitsubishi was calculated
using home market sales. = .

For Matsushita, we determined that'
there were sufficient home market sales
in some such or similar catégories to.
form an adequate basis for comparison
to the CPTs imported into the United
Staies. However, the petitioners alleged
that home market sales by Matsushita
were at prices below the cost of .-
production. We determined that all
home market sales in these categories
were above the cost of production.
Therefare, foreign market value was
calculated for Matsushita for these -
categories using home market sales. ,

For Matsushita's other such or slmllar ’

categories, we determined that there

were insufficient home market sales to -

unrelated customers or arm's length
sales to related customers to form.an
adequate basis for comparison to the
CPTs imported into the United States. In
accordance with § 353.5 of our
regulations, we also determined that the:

volume of Matsushita's sales of such'or
similar merchandise to third countries
was inadequate for calculating foreign
market value. Therefore. pursuant to

§ 353.6 of our regulations, we calculated
foreign market value for these categories
on the basis of constructed value.

Purchase Price

As provided in section 722(b) of the

" Act, we used the purchase price to

represent the United States price for
sales of CPTs made by Mitsubishi and
Hitachi through related saleg agents in
the United States to unrelated
purchasers prior to importation of the
CPTs into the United States. The o
Depariment determined that purchase -
price, and-not exporter's sales price.

"-was the most appropriate indicator of
-United States price based on the

following elements.

1. The merchandise was purchased or
agreed to be purchased by the unrelated

" U.S.’buyer prior to the date of

importation from the manufacturer or
producer of the merchandise for
exportation to the United States.
. 2. The related selling agent located in
the United States acted only us a
processor of sales-related
documentation and as a communication
link with the unrelated U.S. buyers.

3. Rather than entering the inventory
of the related selling agent, the
merchandise in question was shipped

-directly from the manufacturer to the

unrelated buyer. Thus, it did not give
rise to storage and associated costs on
the part of the selling agent or create
added flexibility in marketing for the
exporter.

4. Direct shipment from the

* manufacturer to the unrelated buyer ~
- was the customary commercial channel
" for sales of this merchandise between

the parties involved.
Where all the above elements are mu

"as in this case, we regard the primary

marketing functions and selling costs of
the exporter as having occurred in the
country of exportation prior to
importation of the product into the
United States. In such instances, we
consider purchase price to be the
appropriate basis for calculating United
States price.

Exporter’s Sales Price

For certain sales by Mitsubishi, .
Hitachi and all sales by Matsushita, we
based United States price on exporter's
sales price, in accordance with section

.722(c) of the Act. since the sale 10 the
first unrelated purchaser took place in

the Urited States after importation.
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Best lnformalioh Available

On March 18, 1987, Toshiba = .
Corporation notified us that it would not
be respondmg to the questionnaire
because it is moving its CPT operation
from Japan to the United States.
Therefore, as required by section 776(b) -
of the Act, in making our fair value .
comparisons we used the best v
information available in calculating both
United States price and foreign market -
‘ value for Toshiba. We used information

in the petition as the best lnformahon
available.

United States Price Calculations
Purchase Price

We calculated purchase price based
on the packed, c.if. and f.0.b. duty paid
or f.0.b. duty unpaid prices to unrelated
purchasers in the United States. For
Mitsubishi, we made deductions from -
these prices for discounts. We also

- made deductions from these prices for
discounts. We also made deductions
under the following section of the’ ~
Commerce Regulations:

1. Sgctlon 353.10{d)(2)}(i)

Where appropriate, we deducted
foreign inland freight, brokerage and.
handlmg charges, ocean freight, marine
insurance, U.S. duty, and U. S inland
freight and insurance..

Exporter's Sales Price

For all exporter’s sales price sales, the
CPTs were imported into the United
States by a related importerand . .
incorporated into a CTV before being -
sold to the first unrelated party. ‘
Therefore, it was necessary to construct
a selling price for the CPT from the sale
of the CTV. To calculate exporter's sales
* price we used the packed, c.if. duty paid
prices of CTVs to unrelated purchasers
in the United.States. For all respondents,
we made deductions from these prices.
for discounts. We also made additions
- or deductions. where appropriate, under
the following sections of the Commerce:
Regulations.

1. Section 353.10(d}(2)(i)

We made deductions for foreign
wharfage. foreign inland freight, U.S. -
and foreign brokerage and handling
charges ocean freight, marine

insurance. U.S. duty and U.S. inland
freight.

2. Section 353, 10(e)(1)

For Hitachi we made deductions for
commissions paid to unrelated parties
for selling the CTV in the United States. -

For Mitsubishi we thade deductions
for commissions paid to sales

representahves because they are treated

- the same as unrelated commlsslonalres

3. Section 353 10(e)(2)

We made deducations, as noted
below for each respondent; for direct
-~ and indirect selling expenses incurred
by or for the account of the exporter in
selling CTVs in.the United States. Since
itis the CTV and not the CPT that is
ultimately sold in the United States, a

- - proportional amount of the CTV selling

expenses was allocated to the CPT
based on lhe ratio of CPT cost of
production to the CTV cost of
production. The total of the indirect

- selling expenses allocated to the CPT

formed the cap for the allowable home

- market selling expenses offset under

§ 353.15(c): B
a. Hitachi—We deducted general

- indirect selling expenses and direct ‘
- selling expenses for credit cost,
- advertising, warranties, and end-of-year

volume rebates.
b. Mitsubishi—We deducted general

-indirect selling expenses and direct
- selling expenses for credlt cost, rebates.
. and warranties.

¢. Matsushita—We deducted’ general
indirect selling expenses and direct
selling expenses for credit cost,
advertising, and warranties.

4. Section 353.10(e)(3) .

- For exporter’s sales price sales by

" Hitachi, Mitsubishi and Matsushita
.involving further manufacturing, we
-+ deducted all value added to the CPT in

the United States. This value added
coneisted of the costs associated with
the production of the CTV, other than
the costs of the CPT, and a proportional
amount of the profit or loss related to
these production costs which did not’
include the selling expenses. Profit or

‘loss was calculated by deducting from
‘the sales price of the CTV all production
.and selling costs incurred by the

company for the CTVs. The total proﬁt
or loss was then allocated
proportionately to all components of
cost. The profit or loss attributable only
to the production costs, other than CPT
costs, was considered to be part of the
value added in the U.S. production.
In-determining the costs incurred to -
produce the CTV, the Department
included (1) the costs of production for
each component, (2} movement,
inventory carrying costs and packing
expenses for each component and (3)

- the cost of other materials, such as the -

cabinet, cables, fabrication. general
expenses, Including general -
administrative expenses and general
R&D expenses incurred on behalf of the
CTV by the parent, and interest

" expenses attributable to the production

of the CTV in the U.S. The weighted-
average quarterly costs for each
component were converted at the
average exchange rate during that
quarter. These aggregated quarterly
costs were then matched to the sales
prices of the CTV during that quarter to
determine the profit or loss.

The Department found no basis, such

~as an extended period for production or

an extended time between receipt of the

. components in the U.S. and completion

of the CTV, for lagging costs.
Additionally, lagging exchange rates for
components, including the CPT, could
materially distort the determination
since the U.S. price of the CPT would
not then be valued as of the date of sale
of the CTV..

In calculating the CPT and CI'V costs,
the Department relied primarily on the
cost data provided by the respondents.
In those instances where it appeared all
costs were not included or were not
appropriately quantified or valued in the
response, certain adjustments were
made.

To determine the companies’ fmancxal
expense incurred in the production of
the CTV, the Department considered the
various unusual aspects of the
manufacturing process. Because the
total process, including the
manufacturing of the various

--components as well as the CTV, was

.global in nature, involving numerous
related companies around the world, the

Department based the interest expense
_ on the costs incurred by the

consolidated corporate entity.

-Addmonally. because this global
-. process required the corporation to

finance the costs of the components for
an unusually lengthy period of time prior

4o the receipt by the U.S. manufacturer,
. the Department also included inventory
.carrying costs for those components

manufactured by related companies. To
impute this expense, the Department
used the simple average interest rate of
the consolidated company’s outstanding
debt and calculated a carrying cost of
these components prior to the
completion of the production of the

The interest expense was based on
the consolidated corporate expense. The
Department deducted interest income
related to operations and a proportional
amount of expenses attributed to
accounts receivable and inventory since
these costs were included in the cost of
production for the final determination
on a product specific basis. The interest
expense was then applied as a
percentage of the costs of manufacturing
for cach product.
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For those major components
manufactured by related companjes, the
Department used the costs incurred in
producing such components and did not
rely on the transfer prices of those
components between related corporate
" entities when determining the CTV costs

incurred by the consolidated
corporation.

Royalty expenses incurred for
production purposes were considered to
be part of manufacturing, not selling
expenses.

We made the following adjustments to

- the responses of individual companies.
.. 8. Mitsubishi—Since Mitsubishi did
not include general and administrative
expenses or general R&D incurred by
the corporate headquarters for the
production of the chassis and CPT, the
Department allocated a portion of these
expenses to the CPT, chassis and other
manufacturing costs incurred in the U.S.
Furthermore, the Department allocated a
proportional amount of consolidated
interest expense to each company.

For the CPT, the company bad
changed its method of allocation for
certain expenses between the third and
fourth quarters of 1986, which lowered
the costs attributable to the CPT. The
Department revised these allocations to
reflect the third quarter allocation
method.

For the chassis. the Department did
not allow a credit claimed for payroll

» taxes incurred in prior years to offset
current year labor.costs. We also
reallocated electricity and certain
indirect expenses to reflect the nature of
the production process. Finally, the
Department increased Mitsubishi's
reported cost of manufacturing for the
chassis, because it was originally based
on.internal corporate documents, which .
at verification did not reconcile to the
financial statements.

~ -For the other additional

manufacturing processes incurred for
the CTV, the Department excluded from
production costs certain warehouse
expenses which were considered to be
part of selling expenses. Inventory
carrying cost were calculated for the

CPT and the chassis.

b. Hitachi—CPT and chassis costs
were adjusted to reflect actual costs of
production. They had been reporled at
transfer price in the submissions. For the
CPT, the Department used the cost of
production for the gun manufactured by
a related company and adjusted for the
yield loss experienced in manufacturing
the tube. The Department also allocated
inventory write-off expenses to the tube.
For the chassis, the Department
recalculated the general and
administrative expanses of.the company
manufacturing the chassis as a

percentage of cost of sales, and
allocated general R&D and general and
administrative expenses of the parent
company to the chassis on a cost of
sales basis. For other additional
manufacturing costs incurred in the U.S.,
the Department included trading house
expenses related to the components,
inventory write-off expenses and an
allocated amount of general R&D and
general and administrative expenses of
the parent company to the CTV on a
cost of sales basis. Packing expenses of
the CTV were revised to reflect verified
costs. Inventory carrying costs were
calculated for the CPT and chassis.

¢. Matsushita—For CPTs, the method

of allocation for labor and factory
overhead was revised since the
company had divided such costs by
actual hours worked but applied the rate
to the standard hours for each product.
For other components used in the.
production of the chassis and the CTV
from related companies, the Department
increased the costs of manufacturing to
reflect the results of the Department's
sample verification. Additionally, .
general expenses related to these
components, which had not been

’included as part of the costs, were

added.

For the additional manufacturing
costs, expenses related to “early .
retirement” costs were included. Parent
general and administrative expenses
applicable to the subsidiary companies

- were included in the cost of production.

General expenses of the related trading
house companies were also included in
cost of production.

Foreign Market Value Calculations

- In accordance with section 773(a) of
the Act, for Hitachi and Mitsubishi and
where appropriate for Matsushita, we
calculated foreign market value based
on delivered. packed, home market

-prices to unrelated purchasers. For

Matsushita and Mitsubishi, we did not
include sales to related purchasers
pursuant to 19 CFR 353.22(b) since those
purchases were determined to be at
prices which were not comparable to -
those at which such or similar
merchandise was sold to persons
unrelated to the seller. We made
deductions, where appropriate. for
inland freight, handling, insurance, ard
early payment discounts. We subtracted
home market packing and added U.S.
packing to home market prices.

Where U.S. price was based on
purchase price sales and foreign market
value was calculated using home market
prices, we made adjustments to foreign
market value under the following
sections of the Commerce Regulations:

1. Section 353.15(a}. (b)-

Circumstances of sale ad)ustments
were made for differences in directly
related selling expenses in the U.S. and
home market for each respondent as
follows:

a. Hltachl—dd)us(menls were made
for credit expenses and end-of-year
loyalty rebates.

b. Mitsubishi—adjustments were
made for credit expenses, rebates, and
warranties.

2. Section 353.16

Where there was no identical product
in the home market with which to
compare a product sold to the United
States, we made adjustments to the
price of similar merchandise to account
for differences in the physical
characteristics of the merchandise.
These adjustments were based on
differences in the costs of materials, -
direct labor, and directly related factory
overhead.

Where U.S. price was based on
exporter's sales price and foreign
market value was calculated using home
market prices, we made deductions from
the prices under the following sections
of the Commerce Regulations:

1. Section 353.15(c)

We made deductions, as noted below
for each respondent, for direct and
indirect selling expenses incurred by or
for the account of the respondent in
selling the CPTs in the home market.
The amount of indirect expenses -
deducted for each respondent was
limited to the total indirect expenses
incurred for CPT sales in the United
States. Total indirect CPT expenses, as
noted in the "U.S. Price Calculation”
section of the notice, were derived by
allocating to CPTs a proportional
amount of CTV selling expenses. For

. Hitachi and Mitsubishi, we offset

commissions in the U.S. market with
indirect selling expenses in the home
market. .

a. Hitachi—We deducted indirect
selling expenses and direct selling
expenses for credit costs and end-of-
year loyalty rebates.

b. Mitsubishi—We deducted lndll'tﬂ,(
selling expenses and direct selling
expenses for credit costs, rebates, and
warranties.

¢. Matsushita—We deducted indirect
selling expenses and direct selling .
expenses for credit costs.

2. Section 353:16

Where there was no identical product
in the home market with which to
compare & product sold to the United
States we made ddjustments to the pric
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of similar merchandise to account for
differences in the physical
characteristics of the merchandise.
These adjustments were based on
differences in the costs of materials,
direct labor and directly related factory
overhead. -

Where U.S. price was based on
exporter's sales price (for Matsushita)
and there were not sufficient home
market sales or third country sales of
such or similar merchandise for the
purpose of comparison, we calculated .
foreign market value based on
constructed value in accordance with
section 773{e) of the Act. For
constructed value, the Department used
the cost of all materials, fabrication,
general expenses, and profit based on
the respondents’ submissions, revised,
as detailed for the CPT under the
*“United States Price Calculation”
section of this notice. Since general
expenses were less than the statutory
minimum of 10 percent of materials and
fabrication, we used the 10 percent
minimum. Since Matsushita did not
provide profit data for the home market,
we used profit information provided by
them for CPTs in all markets as the best
information available. This percentage
exceeded the statutory minimum of 8
percent. We deducted the direct selling:
expense for home market credit. We
also used indirect selling expenses in
the home market to offset United States
selling expenses, in accordance with
§ 353.15(c) of our regulations.

Currency Conversion

For comparisons involving exporter’s -
siles price transactions, we use the
ofiicial exchange rate on the dates of
saies once the used of that exchange

rate is consistent with section 615 of the -

Trade and Tariff Act of 1984 (19884 Act).
We followed section 615 of the 1984 Act
rather than § 353.56(a)(2) of our
regulations because the later law
supersedes that section of the
regulations. For comparisons involving
purchase price transactions we made
currency conversions in accordance
with § 353.56(a)(1) of our regulations. All
currency conversions were made at the
exchange rates certified by the Federal
Keserve Bank.

Verification

As provided in section 776{a) of the
Act, we verified all information used in
reaching the final determination in this
investigation. We used standard
verification procedures including
examination of all relevant accounting

records and original source documents
provided by the respondents.

Interested Party Comments
Japan Common Issues
Comment 1: Petitioners argue that

CPTs which are imported as part of kits. -

or incomplete CTVs should continue to
be included within the scope of the
investigation. They argue that the
Customs classification of these CTPs as
“incomplete television receivers” or
*kits” under TSUSA items 684.9655-
684.9663, which are dutiable at a rate of
5 percent, does not necessitate. their

. exclusion from a CPT order. They cite
Diversified Products Corp. v. U.S., 572 F.

Supp. 883, 887 (CIT 1983) as a precedent
which allows the Department to modify
Customs classification in its
determination of class or kind of
merchandise.

Matsushita contends that these
unfinished television receivers have
sufficient value added in the third
country to render them as kits or
assemblies imported from a country
(Mexico) not under investigation. Thus,
Matsushita argues that CPTs included in
kits and assemblies from Mexico are
outside the scope of the proceeding.

DOC Position: We disagree with .
respondent. See the “Scope of
Investigation” section of this notice for
the DOC position.

Comiment 2: Petitioners argue that
CPTs sold to related parties which are
subsequently incorporated into CTVs
before they are sold to unrelated
customers are properly included within

the scope of the investigation. They cite -

section 772(e) of the Act as giving the
Department authority to include
merchandise which is further
manufactured within the scope.
Matsushita and Hitachi argue that the
Department should not include these
transactions in the scope of this

investigation since (1) the CPTs are sold -

as complete CTVs which are different
products, sold in different markets, for -
which prices are determined by different
market forces: and (2) the U.S. value
added provision applies only when
exporter's sales price calculations must
be made. They contend that the
Department could use the transfer price
of thes2 CPTs to related parties and
base U.S. price on purchase price, thus
making it unnecessary to investigate
these CTV transactions.

DOC Position: Section 772(e)(3) of the
Acl requires the Department to make
adjustments to exporter's sales price
where the imported merchandise under
investigation is subject to additional
manufacturing or assembly by a related
party. In this instance. CPTs are
imported from Japan by related parties
where they are further assembled into
CTVs before being sold to the first

unrelated party. Therefore, in order to .
determine the U.S. price of CPT, we
properly deducted the value added to
the CPT after importation.

The use of transfer prices between

* related parties to determine U.S. price is

not provided for in section 772.
See the “U.S. Price Calculation”
section above for a discussion of the

- methodology used.

Comment 3: Petitioners argue that the
Department erred in its preliminary
determination by failing to impute the
inventory carrying cost associated with
obtaining CTV components from related
suppliers in calculating the cost of
manufacture for CTVs. Petitioners
maintain that the inventory carrying
cost of the CTV components should be

" based on the time-in-inventory at the

related suppliers’ premises and the time-
in-transit to the CTV production line in
the United States.

DOC Position: We agree with the -
petitioners. We have imputed inventory
carrying costs based on the time the
company financed such costs prior to
the date of completion of the production
of the CTV. We have included those
costs in calculating the cost of .
manufacture of the CTV.

Comment 4: Petitioners state that the
inventory carrying costs incurred for
CPTs prior to the time that they are
incorporated into a CTV are CTV
production costs rather than CPT cosis.
Respondents argue that these costs
should be considered CPT costs.

DOC Position: We agree with the
respondents. Those inventory carrying
costs related to components which were
added during the production of the CPT
were considered as part of the value
added in the U.S. because such costs
were an integral part of these
components. Likewise, the Department
considered the inventory carrying costs
on the CPT to be an integral part of the
CPT costs prior to the importation in the
uUs.

Comment 5: The petitioners argue that
the Department's exclusion of certain
CTV models or: the grounds that the
models were no longer being produced.
or that the number sold was negligible.
is arbitrary and not in accordance with
the law. In particular, lhey claim the
Department did not use a ""generally
recognized” sampling techmque The
respondents contend that the CTV
madels selected by the Department
represented nearly all the sales made
during the period of investigation.

DOC Position: We disagree with the
petitioners. There is no requirement that
the Department examine all exporters or
sales. The Department's regulation, 19
CFR 353.38. merely requires that we
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examme at least 80 percent of the
' xmports in question and we have donc
50 in this proceeding. In this -
investigation, Matsushita, Mitsubishi,
and Hitachi represented over 90 percent -.
of all imports of CPTs from Japan. We
have used best information available for
another exporter, Toshiba. We
investigated approximately 95 percent of
the sales of each of the responding
companies. Furthermore, we verified the.
total sales of each company in all
markets as well as the quantity of CPTs. .
incorporated into the models we chose
to investigate. Because we found no
discrepancies in these figures, we are
satisfied that the remainder =~ -
encompassed those models which had
relatively few sales, were outof - .
production, or were sold as replacement
parts. Also, we do not view our decision
allowing the respondents not to report a
few sales as sampling. We disregarded -
these sales for reasons of administrative
convenience, having concluded that .
these few sales would not add to the
accuracy of our analysis. :

Comment 6: The petitioners allege thal
the Department erred in its methodalogy
of computing the exporter's sales price -
offset cap. They contend that we should -
not calculate an offset cap for CPTs
from the CTV indirect selling expenses
because selling expenses for CTVs will..
always be higher than those for CPTs.
Rather, we should use indirect expenses
of selling CPTs in the U.S. market to the
related CTV producer for our exporter's
sales price offset cap.

DOC Position: We disagree: Since it is
CTVs and not CPTs which are .
ultimately sold in the U.S. and all selling
expenses occur at the time of the CTV
sale, we have prorated the sellin,
expenses of CTVs to reflect the share of
selling expenses attributable to CPTs for
.. the purposes of creating an exporter’s
. sales price offset cap. We view.this

‘methodology as more equitable and
accurate than that proposed by

. petitioners. Petitioners’ methodology

would not be accurate because all

respondents scld CPTs to.related

" companies in the U.S. and the indirect
sclling expense incurred on such sales

~would not be representative of such ..
‘expenses had the sales been to
varelsted parties.

-"¢Cuomment 7: Petitioners argue that the -
methodology used by the Department to
determine U.S. price for imports of CPTs
by related parties is statutorily
mandated under the value added
‘provisions of section 772(e}(3) of the Act
and is supported by Department.
Regulations and practice. However, the
Nepartment should not add profit to the
CiT in those limited situations whers

there is evxdence that the CPT is bemg

transferred at prices'below its cost of
production or where the réspondent’s’ 8

entire CPT operation is unprofitable. In *
such instances, the profit accrues to the .-

CTV and not the'CPT.

Respondents argue that the'absence of '

any reference to profit in the "“value |
added" sections of the statute or |
regulations is evidence that the law’

never conlemplated such an adjustment .

and is, therefore, limited to costs .
associated with manufacturing or .
assembly in the United States.

DOC Position: We agree with
petitioners, in part. It has been our long-
standing practice to deduct the profit (or,
loss) associated with U.S. value added.
when the related party in the United
States performs further manufacturing. -
on the imported product. -

We do not agree, however, that the
adjustment should be limited to those
situations where the tmnsfer price . .
exceeds the cost of producmg the CPT ,
or where the CPT operation is .

profitable. The profitability of the “sale” .

of the CPT to the related importer
derives directly from the profitability of
the subsequent sale of the CTV because
this i3 the first sale to an unrelated -
customer. Whether the transfer price for
the CPT is less than or-exceeds the cost
of producing the CPT does not affect .
that profitability. :

Comment 8: Respondents argue that 1l’
profit is considered an appropriate part- -
of U.S. value added, the Department
should include mpvement.charges and .
duties associated with transporting -

CPTs to the U.S. as part of the.cost of o

manufactunng the CPT for purposes of .
calculating CPT profit. Furthermore, the -
Department should not add any profit - -
attributable to CTV selling expenses to
the value added since section 772(e}(3)
limits the application of increased value
to the process of manufacturing or .
assembly performed on the 1mported
merchandise. .

Petitioners argue the Departmmt
should not allocate profit to.CPT <+ -
movement costs because thesc:are custs-
attributable to the productior. of the
CTV in the U.S., not to the production of
the CPT. Further, profit-arising from-
selling expenses is.properly a parl of
value added because the amount of =
profit earned on the sale of a CTV:is
directly affected by the cost to make i
and the cost to-sell it.

DOC Position: We agree with thc
respondents that seclion 772(e})(3) of-the
statute limits the-value added deduction
from U.S. price to any increased value -
including additional maferial and-labor
rcsultmg from the- process of - ‘
noanufuciuriag or ds-cmblv, Materii

and labor were spec:ﬁcally identified as
elements of incréased value. Not only
were selling expenses not contemplated
as elements of increased value, they
were specmcally provided for in section
772(e)(2} which calls for the deduction of

- expenses generally incurred by or for

the account of the exporter in the United
States in selling identical or
substantially identical merchandise.
Therefore, we did not include in the
value added to the CPT in the U.S. any
profit attributable to CTV selling
expenses. -

We also agree with respondenls that

CPT movement costs should be included

as CPT costs in the allocation of profit
to CPTs. Such costs are incurred prior to
importation while the value added
provisions apply.to any increase in
value made after importation.

Comments Pertammg to Httachl

Comment 1: Petitioners. argue that in
making its final calculations; the
Department should include the U.S.
exporter sales price sales which
respondent claims involved damaged
CTVs. They contend that Hitachi has
not established that the merchandise
was damaged or that the sales were not
made in the-ordinary course of trade.

DOC Position: We disagree. We
verified that the sales in question
involved damaged merchandise. We
have not considered them for the fm al
determination.

GComment 2: Petitioners argue that
Hitachi overstated home market! packing
expenses-insofar as the reported
amounts included warehousing fee costs
and indirect shipping costs which are
not direct packing costs. :

DOC Position: The question is moot
since we verified that the packing
categories in question were averaged

- costs which were reported in equal

amounts for both the U.S. and home
market-packing expense and thus have
no effect on the margin calculation.

Coniunent 3: Pelitioners argue that
home market packing and inland freight
should be reduced by the amount of
profit'earned by Hitachi Transpurt
Svstem. Ltd. on the services it provided
the’ respondem because the two
companies are related.

DOC Pusition: The question is moot.
Sinée the home market and U.S. packing
charges and inland freight warn
identical,‘the prolll earned by the
related company that packed Hitachi's
CPTs was included in both home market
and U'S. packing charges.

Comment 4: Petitioners argue that
a(.cordmg to 19 CFR 353.55, tlie
Dopartmem shauld d|h‘st the US. price

duvodw ry th: HT .' of the -
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antidumping duties that will be paid by
Hitachi America, Limited (HAL/CG).
DOC Position: Section 353.55 of the
regulations applies only to merchandise
for which a notice ordering the
suspension of liquidation has been
published and on which antidumping

duties are to be assessed. There should

be no adjustment for reimbursement of
antidumping duties since none were
paid on any CPT sales made during the
period of investigation.

Comment 5: Petitioners argue (h’a( the

Department should not include royalty

expenses associated with U.S. exporter

sales price sales in production costs if
thtla royalty expense is directly related to
sales. : S
DOC Position: Since the royalties
were paid for technical and production
related expertise, these costs were
included in the cost of production.
Comment & Petitioners argue that the
Department should reject Hitachi's
home market credit expense since the
methodology used will overstate i
Hitachi's credit claim. They contend that
the methodology does not reflect actual
payment experience and does not
account for the period between the -
invoice date and the date of shipment..
DOC Position: We disagree. We have
determined that the methodology used
by Hitachi, which was based on actual
payment terms, was the best means
- available given the fact that its
customers remit several payments for -
each shipment over an extended period
of time. In addition, upon consideration
of the discrepancies in Hitachi’s
reporting of payment date, we have
determined that Hitachi's home market
credit expense was conservatively’
reported rather than overstated. With
regard to the date when the credit
period began, the petitioners have
-misunderstood the flow for
_ Hitachi's home mmales. The
invoice date and the date of shipmen
are identical. : :
Comment 7: Petitioners argue that
“Hitachi overstated its home market
inland freight charges by including
certain “other freight and freight for
return.” '
DOC Position: We disagree. We have
determined that “other freight and
freight for return” was appropriately -
included as part of inland freight costs
since it is a valid expense that Hitachi
actually incurred. In addition, the
category in question was an average
cost which was reported in equal

amount, for both U.S. and home market

inland freight. :
Comment 8: Petitioners argue that
Hitachi overstatéd home market inland
insurance charges sincg the expense
includes the transfer of merchandise

" . confirmed the accura
" method of accounting for credit
. expenses. The average age of accounts

inside the factory before the sale to the
unrélated customer. They contend that
inland insurance claims should be -
confined only to the premiums paid for
insuring the merchandise during

" ‘tranisport after the date of sale.

DOC Position: We disagree.
Petitioners have misunderstood our
tredtment of Hitachi's inland insurance
claim. All insurance expenses reported
by Hitachi were verified to'have been .
incurred after sale to the customer.

Comment 9: Petitioners argue that the

- Department should reject Hitachi's
-home market loyalty rebates since they
" were not established at the time of sale

and since the Department verified that

" .there were discrepancies between the

amounts reported and amounts recorded
in the company's books. Respondent

-argues that after-gale rebates are
" circumstance of sale adjustments and .

that the Department is vested with
broad discretion to make these

. adjustments. Hitachi further argues that'

the loyalty rebates, although having no
direct counterpart in U.S. business
practice, are a long-standing actual
business practice in Japan, that Hitachi's
loyal customers expect these payments,

-and that Hitachi expects to make the

payments, :
DOC Position: We disagree with
petitioners. The Department verified

_ that Hitachi's customers did receive the
.rebates in question. Furthermore, the

. historical patterns of loyalty rebates

_ provided to Hitachi's customers,
‘measured as the ratio of total rebate

payments to total CPT sales, shows that’

" the rebates granted were in the ordinary

course of trade as standard business
practice and were directly related to
sales within the meaning of § 353.15(a)
of our regulations. :
Caomment 10: Petitioners argue that
the credit axpense on U.8. exporter’s
sales price transactions was improperly

" reported. They note that Hitachi
" averaged all credit expenses for all CTV

customers rather than reporting actual
credit expense on a sale-by-sale basis

. and based the average on the entire

fiscal year rather than on the period of

investigation.

DOC Position: While we would prefel"
to make credit adjustment on a sale-by-

- sale basis, this is not always possible. In

this instance, we found that the
respondent’s method of allocaling its
accrued credit expense was reasonable
because the records of individual sales
are maintained at its selling offices
across the United States and because’
our review of selected invoices

of the accrual

receivable used was verified to have

been based only on the period of -
investigation, not the entire fiscal year.
For this reason, we have accepted the
credit expense reported by Hitachi.
Comment 11: The petitioners argue .
that the respondent improperly reported
the advertising expense on U.S. -
exporter’s sales price transactions by
allocating total advertising expense to-
all products on the basis of sales value
rather than reporting the actual, model-
specific expense for the products under
investigation. . : .
DOC Position: While we agree in -
principle with the petitioners, the

~ allocation methodology employed by. the

respondent is reasonable since the -
respondent’s accounting records for
advertising expenses are not maintained
on a product-specific basis. We verified-
that all of the products to which total
advertising expense was allocated were
consumer goods sold through channels
similar to those for CI'Vs and that.each
category of advertising expense related -
to all products. . - . :

. Comment 12: Respondent requests.
that the Department apply the special -
exchange rate rule in 19 CFR 3.56(b) by -
lagging exchange rates at least one full -
quarter. They claim that HAL/CG . . -
increased its prices by a weighted
average amount comparable to the
change in-the value of currerncies and .
that these price increases were to adjust

. for the sharp appreciation of the yen

rather than in response to inflation. -
DOC Position: We are denying - -
Hitachi's request. Hitachi failed to
revise its prices within a reasonable -
period of time as required by the -
regulation. Furthermore, the price

. adjustments Hitachi did make were not
"applied to all customers and models and

were not of a magnitude reflactive of the
declining value of the dollar in relation
to the yen. Sinoe the price increases
were not consistently applied and were
not large enough to accommodate the
exchange rate changes, Hitachi did not
demonstrate to the satisfaction of the
Department that the price revisions
were made solely in response to the

~ fluctuation in exchange rates.

Comment 13: Petitioners argue that
the Department should impute a freight
charge for U.S. exporter's sales price
transactions because the respondent
allocated the freight expense improperly
on the basis of sales value rather than
volume or weight. .

DOC Position: We agree in principle
with the petitioners, however the facts
of this case necessitate our acceptance
of the allocation of the freight-out
expense on the basis of sales value
rather than volume. We verified that
each of the respondent’s shipments
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contained a variety of products, the mix
varying from customer to customer. The
freight invoices the respondent received
generally did not itemize charges for
shipments covered. Given the
complexity of calculating freight on any
other basis, we accepted the allocation
based on sales value.

Comment 14: Petitioners argue that
the discounts and rebates granted on
U.S. exporter’s sales price transactions
should be recalculated on a sales-
specific basis rather than on an average
basis. Hitachi argues that reporting sale-
by-sale amounts would have been an
enormous burden given the number of
exporter’s sales price transactions and
the fact that many of the sales records
are kept in regional offices throughout
the country. Hitachi further views
petitioners’ objection to averaging for
U.S. prices as only a one-sided
argument.

DOC Position: We agree with
peitioners that most accurate reporti
of these discounts and rebates would
on the basis of individual sales.
However, given the burden of reporting
the amounts for each sale, we have
determined that the averaging of these
discounts and rebates closely
approximates their effect on Hitachi's
sales prices. In addition, at verification
the total amounts reported for each
category were tied to Hitachi's audited
profit and loss statements,
demonstrating the reliability of the
discounts and rebates reported.

Comment 15: Petitioners argue that:

" becuase the amount of volume rebate
repoited for U.S. exporter's sales price
sales was verified to have been
understated, the volume rebate should
be recalculated based on the expenses
actually incurred during the period of
investigation.

Respondents contend that, although it
was not mentioned in the Department's
verification report of Hitachi Sales
Corporation of America, the discrepancy
between the amount of volume rebate
reported and the actual amount.incurred
was explained during verification. The
amount reported was based on the
expense accrued during the period of
investigation. The total amount accrued
for the fiscal year was compared to the
actual expense for the year. The
difference noted in the verification
report was due to an extraordinarily
large payment being made prior to the
period of investigation. For the period of
investigation the actual and accrued
amounts for the volume rebate were
virtually identical. Therefore, the
amount reported was accurate.

DOC Position: We agree with the
respondent. The velume rebate was
accurately reported.

Comment 16: Petitioners argue that
flooring expenses incurred in U.S.
exporter's sales price sales are a direct
selling expense rather than an indirect
selling expense as claimed by Hitachi
and should be deducted from the U.S.
price. They also note that the
Department made a clercial error in its
calculation of the company’s flooring
expense.

DOC Position: We agree. As was
stated in the Department’s verification
report, the flooring expense is an
expense paid to companies who finance
purchases by CTV customers. Therefore,
we have treated it as a direct selling
expense.

Comment 17: Peitioners contend that
Hitachi underreported its selling
expenses by including service revenue
in the denominator (total sales) of the
ratio used to allocate expenses to the
CTVs sold.

DOC Position: We disagree. The total
sales amount used as denominator in
the ratio did not include service revenue
but reflected only “‘goods sold.”

Comment 18: Petitioner assert that the
respondent underreported the selling
expense on U.S. exporter’s sales price

transactions by failing to report the

selling expenses that the parent
company incurs on behalf of its related
U.S. sales office. Respondent claims that
no such expenses are incurred.

DOC Position: During verification we
found no evidence of Hitachi Sales
Corporation of America's (HSCA)
parent company incurting any expenses
on U.S. exporter’s sales price
transactions.

Comment 19: Petitioners state that the
Department should reject production
costs reported for the chassis if it is
found that Hitachi Television Taiwan,
Ltd. (HTT) relied on transfer prices for
parts obtained from related suppliers.
Respondent argues that members of the
Hitachi family deal with each other on

an arm's-length basis and that the prices *

for parts supplied to HTT were
comparable to those on the open market.

DOC Response: The Department used
actual costs incurred in production for
the major components of the CTV, the
electron gun, CPT, and chassis in the -
calculation of the CTV cost of
production. .

Comment 20: Petitioners argue that
the handling costs associated with the
production of the chassis by HTT were
excluded. Hitachi argues that the
handling costs were included in the
procurement costs reported b), Hitachi
for CPT production.’

DOC Response: The Department
verified that handling fees incurred by
HTT in procuring the materials used to
construct the chassis were included in

the procurement costs reported by
respondent.

Comment 21: Petitioners contend that
all parent company expenses incurred in
establishing and administering Hitachi's
world-wide supply network of
manufacturing and distribution facilities
should be included in CTV costs.
Respondent argues that all members of
the Hitachi family conduct business
with one another on a strictly arm’s-
length basis and the transfer prices and
production costs reported were
complete.

DOC Response: The Department
includes all costs necessary to produce

: the merchandise under investigation. In

the submission, Hitachi, Ltd.'s general
and administrative expense had not’
been allocated to the chassis or CTV.
For the final determination, we have
allocated general and administrative
expense incurred by Hitachi, Lid. to
these items on a cost of sales basis.

Comment 22: Petitioners claim that by
allocating handling fees, G&A, interest
expense, and other expenses to the
chassis on the basis of sales price rather
than cost of production, HTT's cost of
production for the chassis was
understated.

DOC Response: The Department
reallocated G&A and handling fees
based on “costs of sales” reported in the
financial statements and applied this
percentage to the “cost of
manufacturing” of the chassis since the
types of costs included in the “costs of
sales” and "cost of manufacturing” are
generally the same. The Department
does not use the sales price ratio since
the profit/losses related to the sales
price of different products may
materially distort the allocation of the
costs.

The Department did not include
“other expense” in the cost of
production of the chassis, as this

". expense was determined to be non-

operating in nature. The Department did
not include interest expense or income
reported by subsidiaries in order to
compute consolidated interest expenses
for the components based on the interes!
expense of the parent company.

Comment 23: Petitioners argue that
the Department should include
inventory write-offs of obsolete parts
since they represent expenses incurred
in producing the product.

DOC Response: The Department
allocated a portion of write-offs
recorded by Hitachi, Ltd.'s Mobara CPT
plant and Hitachi Consumer Products of
America's (HCPA) plant to the cost of
producing the CPT and the CTV,
respectively, since they were considered
to be costs incurred to produce the
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products. The Department agrees that
obsolete parts are expenses incurred in
normal operations which must be
absorbed by current production. -

Comment 24: Petitioners claim that the
Department should recalculate HCPA
frelght and duty expenses for CTVs,
since these charges were verified to
have been more than double the amount
than had been reported.

DOC Response: Freight and duty for
all CTV components imported into the .
U.S. were included in the final
calculations. ,

. Comument 25: Petitioners state that the
Department should take into account the
fact that Hong Kong Purchasing Branch

(HKPB) handling costs included costs for

only one part of the chassis, They
suggest multiplying the verified amount
for handling costs by a factor of four
since there are four parts per a complete
chassis assemply.

DOC Response: The Department
recalculated the Hong Kong handling

. costs for the chassis, since all costs
incurred had not been included in the
submission’ reported costs.

Comment 26: Petitioners state that the
Department should include the
administrative charges paid to Hitachi
Hong Kong by HKPB for the

administrative support which it provides

because these charges were not
included. They also argue that, since the
fee charged for transactions with HCPA
is lower than that charged to other
companies, the Department should use
the higher rate since the lower rate is
probably a preferential rate extended to
related parties.

DOC Response: The Department _
recalculated the Hong Kong handling
costs using the administrative cost rate
that applied to all companies except
Hitachi Consumer Products of America.
The rate applied exclusively to HCPA
transactions was significantly more
favorable than the rate applied to all
other transactions, and the Department
considered the rate applied to other
companies to reflect more accurately the
parent’s actual administrative costs.

Comment 27: Petitioners assert that
Hitachi underreported production costs
by failing to include the administrative
costs incurred in CTV component
distribution by related trading houses.
Respondent maintains that no trading
houses were involved in the
transactions in this case. .

DOC Response: Costs incurred by the
trading houses in Hong Kong for the
chassis and the CPTs were considered
to be part of the costs of these
components.

Comment.28: Petitioners claim that
Hitachi understated R&D expenses since
it allocated neither general nor, product-

specific R&D expenses incurred by
Hitachi Ltd. to the chassis or to other
component production costs. They argue

that, in addition to factory level R&D for -

CPT production, the expenses fo parent
and/or subsidiary R&D should be
included. Respondent argues that the
R&D incurred in developing component
parts is covered by the royalty '
payments made by related compames to
Hitachi.

DOC Response: The Departmerit
captures all costs necessary to produce
the tube. General ongoing R&D was
considered to be a necessary part of
these costs. In its submission, Hitachi,
Ltd.'s general R&D was not allocated to
the chassis or the CTVs. Therefore, R&D
expense incurred by Hitachi, Ltd. was

. allocated to these items on a cost of

sales basis.

Comment 28: Respondent argues that
in calculating CTV cost at the
preliminary determination, the
Department mistakenly double-counted
certain costs incurred by Hitachi, which
are associated with the packing and
shipping of CPTs and other CTV
components. Respondent requests that
this double counting be eliminated in the
final determination.

DOC Response: Hitachi had included
shipping and other movement charges in
the cost items listed as “miscellaneous"
in its submission. During verification,
we discovered that such costs were
already included in the cost of --

production on an allocated basis by -

Hitachi. Therefore, for the final
determination the Department removed
the allocated charges repoited in the
cost of production for all components,

- ‘recalculated the charges for the chassis

and yoke and added these new charges
to the cost of production. The -
Department usad the specific

reported for the CPT sales adtuétments. A

. Comment 30: Respondent argues that
the Department should not include an
amount for interest expense in its
calculation of the cost of production of
the CPT. They claim that Hitachi had no
net interest expense during the period
for which cost m[ormahon was -
provided. -

DoC Respanse The Department used
the methodology described under
§ 353.10(e)(3) of the U.S. Price
Calculation section of this notice.
Because Hitachi's interest expense is
very low, this methodology resulted in
only inventory carrying costs and credit
costs related to sales being included as
financial expenses in the cost of
production.

Comment 31: Respondent argues that
the Department should calculate and
publish separate rates for purchase price
and exporter sales price transactions.

They contend that, since purchase price
transactions are sales of CTPs to
unrelated OEM customers, and exporter
sales price transactions involve CPTs
imported by a Hitachi family company
for use in the production of CTVs, it
would be inappropriate to average

~ marginson sales having such diverse

marketing conditions. Petitioners argue
that there is only one class or kind of
merchandise under investigation which
is CPTs, and it is Department practice to
calculate one martin for the class or
kind of merchandise whether the sales
were purchase price or exporter’s sales
price.

DOC Position: Consistent with our
past practice for fair value :
investigations, we are publishing a
single antidumping duty rate for each
firm investigated.

Comment 32: Hitachi contends that
the Department erred in its preliminary
determination by including an imputed
inventory carrying cost for finished
CTVs in the indirect CTV selling
expenses because: (1) Inventory
carrying cost is included in the cost of
manufacture as a general expense found
in accounts such as building
depreciation, electricity and other
expenses; (2) it is improper and contrary
to the Department's policy to impute
opportunity costs since they are
theoretical rather than actual costs; and
(3) under 19 CFR 353.15{(d) the
Department lacks the authority to

" impute indirect gelling expenses as

differences in circumstances of sale.

DOC Position: We disagree. The
inventory carrying costs at issue are an
imputed interest expense measuring the
financial costs of holding inventory over
time. As such, these costs would not be’
included i building depreciation,
electricity, or other expenses in the cost
of manufacturing. To the extent that a

.company has borrowed funds to finance

its holding of inventory, we have
reduced those interest expensesbya '
proportional amount of interest expense
attributed to accounts receivable.

It has been the Department’s practice
to impute lnventory carrying costs in
exporter's sales price situations. We do
not believe these costs are theoretical
because a company is foregoing sales
revenue as long as the merchandise is in
inventory. We have not treated these
inventory carrying costs as
circumstance of sale selling expenses
but as indirect selling expenses under
§ 353.10{e}(2) of the Commerce
Regulations.

Comments Pertaining to Mitsubishi

Comment 1: Mitsubishi claims that
sales of CTV model 8-1445 originally
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reported to the Department as sales

made during the period of investigation

were actually sold prior to the period of
investigation and should, therefore, be
excluded from this investigation. This
particular model was sold based on'a
contract dated January 24, 1986. and all
shipments of this model made during the
period of investigation were made
pursuant to this contract.

Petitioners argue that since
respondent claims that the invoice date
should be used as the general
methodology for establishing date of -
sale, the sale of model 8-1445 should not
be treated any differently than any other
sale. Petitioners further argue that since
‘Mitsubishi records sales in its financial
accounting recards by invoice date, it .
would be wrong to make an exception
that would nonie supported by these
accounting records.

DOC Position: We agree with
Mitsubishi. In general, date of sale in

" this case is not set until the invoice date.

However, we examined the terms of the -

contract and established that all terms
were set prior to the period of
investigation. All shipments were made
in compliance with this contract.
Moreover, there were no additional .
contracts entered into during the period
of investigation which would have led
us to reject Mitsubishi's date of sale

" methodology.

Comment 2: Mitsubishi claims that
model AM-1401R contains a monitor-
grade CPT and should, therefore, be,
excluded from this investigation. It
states that this model is not of the same

.. class or kind as models containing .

3]

Sy

. television grade picture tubes. AM- .
" 1401R is sold by the Industrial Products

" Division and is not intended for

. television viewing or other
entertainment purposes according to
Mitsubishi.

Petitioners argue that the line between
" CPTs used in entertainment display
devxces and those used in computer
momtors or other commercial devnces is
becommg blurred and there are no
absolute standards to differentiate
between the two. Also. they claim that
there are already CPTs in the

marketplace which can be used in both

monilors and CTVs.

DOC Position: We agree with
Mitsubishi. Qur analysis of the technical
and import data indicates that this
model is properly classified as'a
monitor. As a result of this analysis and
due to the channels of trade in which
this model is sold, we are excluding
model AM-1401R from this
investigation.

Comment 3: Mitsubishi comends that

the Department should subract only CPT
warranty costs from the U.S.:sales price

instead of CTV warranty costs because
(1) these expenses are incurred on a
component specific basis; (2) Mitsubishi
Sales America, Inc.'s (MESA} records

- provided component-by-component”

costs; and (3) the subject matter of this
investigation involves a specific CTV
component. The petitioners argue the
Department should revise its .
preliminary determination calculations
and deduct the CTV warranty cost asa
direct selling expense in the value -
added analysis. ’

. DOC Position: We agree with the
petitioners. As described elsewhere in
the notice, the Department has
determined that all costs added to the
CPT after importation are considered
U.S. value added and deducted from the
selling price of the CTV to arrive at 8
constructed price for the CPT. Selling
expenses, including CTV warranty
expenses, are an element of these costs,

- which are properly deducted from the

CTV selling price.

Comment ¢: Mitsubishi contends that
the Department should average volume
rebates and term discounts over all
eligible sales since these expenses .
mamly pertam to products not cov ered

-in this investigation.

DOC Position: As noted in response to

" Hitachi Comment 11, we believe it ig
. more appropriate to calculate these

expenses on a customer-by-customer
basis and to'do so when possible.

. Comment 5: Mitsubishi states that
some of MESA's credits should not be
disallowed as intracompany transfers. It
fiotes that these MESA credits are
included as debits on the books of
Mitsubishi Consumer Electronics .
America, Inc. (MCEA) and have been

included as part of MCEA's overhead

expense. Accordingly, MCEA's ™
overhead expenses should be reduced .
as an offset in an amount equal to these
credits.

DOC Position: We agree with the.
respondent and have reduced the
overhead expenses in an amount equal
to these intracompany transfers.

- Comment 6: Mitsubishi argues that -
model A51JCC80X is the most similar
homie:market model to U.S. model

‘ASIICC23XE Mitsubishi states that
- panel glass’is of primary importance in
- determining the most similar model and

the tinf panel on model A51JCC80X most
closely resembles the blue panel on the
U.S. model. Also. respondent notes that
the cost difference between model

" A51JCC80X and A51JCC23XE is smaller
" ‘than for any other 20-inch model and

that model A51JCC80X was sold in the
highést volume dunng the penod of
investigation.’

Petitioners disagree. based on the
Depidrtment's \enflcalxon report and the

technical characteristics provided by -

Mitsubishi. Petitioners recommend using

home market model A51JCC71X, which
has an identical shadow mask and flat
grill. Also, according to petitioners, the
light transmission rates, which are

“‘affected by panel color, are identical on

models A51JCC23XE and A51]JCC71X.
DOC Position: We agree with
petilioners that models A51JCCO1X.
A51JCC71X and A51JCC21X are all more
similar to the U.S. model than home
market model A51JCC80X. However.

. based on our analysis of the technical

data provided for all models. we have
determined that model A51JCC71X is
the most similar home market model.
Therefore, we have used sales of this
model in our fair value comparisons.
Comment 7: Mitsubishi believes that
the Department should adjust the bill of
materials by the material yields in
calculating the difference in
merchandise adjustment. Petitioners
contend that no physical difference in
merchandise adjustment should be

~ made for differences in yields. They

argue that, unless Mitsubishi can
establish that its claim for differences in

. manifacturing yields is directly related

to differences in the physical
characteristics of the merchandise, this
portion of its'claim should be denied.
DOC Position: We agree with
petitioners. The yield ratios applied by

- Mitsubishi are yields relating to the cos!

of production of two different CPT
models, not yields on the physical
difference in merchandise components.
Comment 8: Mitsubishi contends that
the Department’s calculation of indirect
expenses would exclude almost all of

Kyoto Works' indirect expenses and is,
* therefore, inappropriate. Mitsubishi

argues that if the Department decides to
modify this calculation it would be more
appropriate to reallocate these indirect

‘ expenses as opposed to excluding

almost all of them.

- Petitioners claim that certain home

market indirect selling expenses should
be rejected if these expenses include
non-CPT selling expenses.

DOC Position: At verification, we
determined that certain indirect selling

- expenses that Mitsubishi claimed in the
. home market weére not related to CPTs.

These expenses were deducted from the
total indirect selling expenses claimed
by Mitsubishi and reallocated to CPTs

‘using the allocation methodology

provided by-Mitsubishi. Mitsubishi's
method for allocating these expenses to
CPTs did not contain the elements
necessary to allow the Department to
consider alternate methods of allocation -
and, therefore, we used Mitsubishi’s
allocation methodology.
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Comment & Petmonera argue that :
physical difference in merchandise
adjustments should be applied on a.
model-by-mode! basis as opposed to
calculating an average foreign market
value which contains an average
physical difference in merchandise
adjustment in that figure. -

DOC Position: We applied difference -
in merchandise adjustments for each
specific model when comparing it to the
U.S. model. The resulting difference in

" merchandise adjustment was, therefore, -

calculated on a model-by-model basis.
Comment 10: Petitioners claim that a
monthly foreign market value should be
calculated as opposed to a foreign ‘
market value covering the entire period
of investigation. Petitioners state that
CPT prices on home market models
declined sharply during the period of
investigation and in the past the
Department has correctly used a
monthly weighted-average foreign
market value in such circumstances.
DOC Position: We disagree with

petltlonera We see no evidence of sharp :

price declines in Japan during the penod
of investigation and, therefore, there is
no need to calculate a monthly foreign
marke! value.

Comment 11: Petitioners state that
Mitsubishi’s home market credit -
expenses should be calculated using the
date between shipment and receipt of -
payment by Mitsubishi as opposed to

the turnover rate calculation used in the

preliminary determination.

Petitioners also claim that Mitsubishi
incorrectly calculated a weighted-- .
average interest rate using costs
incurred prior to the period of
investigation and should recalculate a
single weighted-average interest rate for

the months June-November, 1988
- . DOC Position: We agree with
petitioners. We have calculated home
market credit expense using the time
between shipment and receiptof
payment. We have also recalculated a
- new interest rate more representative of
the period of investigation.

Comment 12: Petitioners claim that
Mitsubishi's home market volume rebate
claim should be denied since it is
unclear how this rebate was calculated
and whether it applies only to CPTs.

DOC Position: We disagree with:

petitioners. This expense was calculated

on a model-by-model basis and its
accuracy was confirmed at verfication.
Comment 13: Petitioners argue that
Mitsubishi‘s home market price
protection rebate claim should be
denied. Petitioners claim that .
respondent failed to establish that its
price protection rebates were made in
the ordinary course of trade and that it

is unclear whether.these adjustments
were directly 1o specific sales.
. DOC Popsition: We disagree with

-petitioners. We verified that.this rebate
. was tied to specific sales and isa

routine practice:

Comment 14: Petitioners- clalm that
Mitsubishi's home market advertising
expenses should be denied or only

- accepted as an indirect selling expense.

DOC Position: We have treated this
claim as an indirect selling expense
since Mitsubishi was unable to
demonstrate that these expenses were
directly related to the sales under
investigation. .

Comment 15: Pemloners claim
Mitsubishi failed to establish the fact
that there were warranty agreements
with customers. Also, warranty
expenses were neither direct nor.
indirect selling expenses because

. Mitsubishi's ‘waranty calculation reflects

recycling, which is not a warramy
expense. -

DOC Position: We dlsagree mth
petitioners. A formal agreement at the
time of sale is not necessary in order to
make a warranty claim. Mitsubishi

- dernonstrated a five year history of-
‘warranty expense claims. Therefore,
- customers should be aware of the

existence of these warranties. We have
recalculated this expense on model by--

_ model basis.

.Comment 16: Pemloners argue that
indirect selling expenses incurred in
Japan in selling CPTs to Mitsubishi's

-+ related CTV producer in the U.S: should

not be considered aCPT selling expense
but a production cost-incurred in Japan
on behalf.of its U.S. CTV operations:

Mitsubishi argues that this is an
accounting expense totally unrelated to
production activity. If this expense is
included, respondent claims it should be
considered as a CPT selling expense, not
a production-related expense..

_Furthermore, the Department should

apply the verified ratio to the CPT ..

- transfer price.

DOC Position: We agree vmh the
respondent that these are selling -
expenses incurred on the sale of the
CTV and have included them as CTV -

indirect selling expenses. We also agree

with the respondent in that this expense

-should be-calculated by multiplying the
.CPT transfer price by the verified ratio.

Comment 17: Petioners claim

‘Mitsubishi's method of offsetting.sales

made during the period of investigation

-with returns made during the period of

mvestlgatxon may understate dumpmg
margins. Petitioners argue that
respondent can select which customers’
sales will be reduced by returns and
consequently assign returnsto -~ .
customers that are provided with the

largest number of sales inducements
and rebates. Petitioners suggest that the
Department require Mitsubishi to submit
a listing of sales excluded using its
methodology, mcludmg customer
numbers.

DOC Position: We agree wnth
petitioners. A relatively small percent of
all sales duiring the period of
investigation had corresponding returns.
A significant percent of these returns
could be matched directly as to
custorier, model number and price to a
single invoice. The remaining returns

- were matched to sales based on mode!
“..number and price; only the customer

was différent. Therefore, respondent's

: methodology appears to be a reasonable

and precise way of matching these
credit returns. While Mitsubishi -
compared prices on a gross invoice -
basis, these returns were relatively so
small in number that we have
determined that they will not affect the

"margin calculation.

Comment 18: Petioners allege that
Mitsubishi has large differences in its
credit costs due to the existence of

-~ service fees paid to and by flooring

companies and differing payment
periods for certain classes of custorners.
Therefore, it should not be allowed to
average these costs by submitting an

‘average accounts receivable turnover

rate for calculating the number of days
that payments is outstanding. Mitsubishi
argues that its records do not track
shipment date to payment date on a
sale-by-sale basis, and the charges paid
to floorifig companies were recalculated
on a customer-by-customer basis.
Mitsubishi asserts that the approach

.. utilizéd:by MESA was the most -

accurate.

DOC Position: We generally agree
with the petitioners. However, the
respondent did not maintain its records

.in-a'manner whereby precise credit

costs and flooring expenses could be
determined on a sale-by-sale basis.
Therefore, we deducted an average
amount for these costs and treated both

. credit costs and flooring expenses as

direct'selling expenses.

Comment 19: Petitioners allege that
Mitsubishi understated its CTV packing
expenses. Petitioners claim that the
Depurtment should adjust Mitsubishi’s
packing costs to reflect actual cost
incurred and ensure that the standards
accurately reflect the labor times in the

:current period.

-.DOC Position:This expense has been
revised and verified and will be used in
the final analysis.

:Comment 20: Petitioners argue that -

‘Mitsubishi's U.S. sales of 35-inch CPTs

are properly included in the scope of
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1this investigation. They claim that minor

differences in design are not sufficient
grounds for exclusion of the 35-inch CPT
from this investigation. Furthermore,
petitioners claim that the ultimate uses
and expectation of consumers as well as
the manner of advertisements and
channels of trade are no different for 35-
inch CPTs than for any other size.

DOC Position: We agree with
petitioners. The 35-inch CPT is a
cathode ray tube suitable for use in the
manufacture of CTV receivers or other
color entertainment devices intended for
television and as such is clearly -
included in the scope of this
investigation. -

Comment 21: Mitsubishi states that it
treated all general expenses

appropriately, and that GRA expenses

of headquarters were allocated to
subsidiaries in fair amounts and do not
need to be increased. The petitioners
argue that the expenses incurred by
Mitsubishi must be allocated to
subsidiary operations because they
were incurred on behalf of these
operations.

DOC Position: The Department
attributed general and administrative
expenses related to the headquarter
operations to all companies. Since the

i respondent has not provided an amount
for such expenses, the Department used,
as best information, adjusted
information from the consolidated
financial statements.

Comment 22: Petitioners claim that the
respondent misallocated G&A expenses
by using arbitrarily determined standard
times for the G&A at the plant
manufacturing the CTV. Mitsubishi
states that these expenses were
allocated to product groups by cost of
sales;-not standard times. '

DOC Position: The respondent used
cost of sales to allocate the general and
administrative costs between Projection
TV (PTV) and CTV production. The
general and administrative costs were
then allocated to individual products
based on standard time. The
Department verified the allocation of
general and administrative costs and
concluded that respondent's method
was not distortive.

Comment 23: Petitioners claim that
financial expense claims of United
Electronic Engineering Corp. Pte. Ltd.’s
(UEEC) (the company in Singapore that,
produces chassis) are understated.
Petitioners suggest that if the
Department cannot determine the actual
financial expenses of UEEC attributable
to CTV chassis, the Department should
use the greater of the financial expenses
from the monthly profit and loss
statements or the audited financial
statements and allocate the expenses

using the respective costs of goods sold.
Also, petitioners claim that no deduction
from financial expense for financial
revenues should be made.

DOC Position: The Department used

" the consolidated financial expenses of

the corporation as a basis for
determining the financial expense to be
attributed to the various components.

. This expense was allocated on the basis

of cost of goods sold.

Comment 24: Petitioners claim
Mitsubishi miscalculated G&A expenses
attributable to the cost of producing the
CPT by including taxes which do not
relate to the cost of production.
Petitioners argue the Department should
deduct the business tax from G&A
expenses attributable to the cost of
production for CPTs.

DOC Position: The Department

“excluded the business tax, which was

similar to an income tax, from its

‘calculation of general and
_administrative expenses. -

Comment 25: Mitsubishi claims that
four Kyoto Works groups were devoted
solely to CPT production activities and
the indirect costs incurred by these
groups should not be allocated overall
products at Kyoto Works.

* Petitioners claim that these expenses
should be reallocated to all products
manufactured by Kyoto Works using
total acutal labor hours or the cost of
goods sold for the respective products to
distribute expenses between product
lines and among products.

DOC Position: Review of verification
exhibits subsequent to verification
revealed that these groups were part of

‘the CPT operation and that their costs

should be attributed entirely to CPTs.
Comment 26: Mitsubishi states that
there were no write-offs of printed
circuit boards (*PCB") inventory used to
produce chassis for CTVs either during
1988 or in the year-end adjustments.
Petitioners claim that since CTV

models are constantly being introduced. :-

into the marketplace or updated. write-
offs for inventory obsolescence of PCBs
should be significant. :

DOC Position: The Department has
analyzed the documentation received
during verification and determined that
there was no indication of write-offs for
PCB inventory and that none was .
needed. Therefore, the Department has
not made any adjustment for
obsolescence.

Comment 27: Mitsubishi states that
the energy expenses were appropriately
allocated in the submission between
chassis and other products
manufactured in that plant.

Petitioners claim respondent
understated the actual energy expenses
attributable to chassis production costs

and that the Department should
recalculate common energy expenses.
based on the space allocation
percentages.

DOC Position: The Department
reviewed the allocation of common
energy expenses and found no basis or
support for the respondent’s
methodology. Therefore, the Department
reallocated the common energy costs
based on production floor space used for
the CTV chassis and car audio
processes.

Comment 28: Mitsubishi claims that
UEEC was not subject to a payroll tax in
1986 due to the abolition of this tax in

,1985 by the Singapore Government.

Petitioners argue that Mitsubishi's
chassis labor costs were understated
since UEEC failed to account for the full
amount of a payroll tax in its labor cost
calculations. Petitioners state that the
Department should recalculate labor
costs to reflect this direct labor cost.

DOC Position: The Department
examined documents during verification
and determined that the credit for the
payroll tax should not be included in the
cost. The Department accordingly made
the adjustment to eliminate the credit
for payroll tax since credits related to
prior expenses should not offset current
costs.

Comment 29: Mitsubishi states that
production costs of Model C5-2051 was
inadvertently omitted in the
questionnaire response.

Petitioners argue that the failure to
report the third quarter production of
Model CS~2051 would affect actual
quarterly production costs and
allocations.

DOC Position: Mitsubishi did not
report the production costs for CTV
model CS-2051 in the third quarterof -
1986. Therefore, the Department used as
best information the second quarter's
material costs and the annualized
fabrication rate to develop the cost of

“manufacturing for the product.

Comment 30: Mitsubishi claims that
the transfers of personnel between the
CTV and PTV buildings were
insignificant during 1986. Also. the
transfers were roughly equal, so the
absolute levels offset one another with
no net effect. Therefore, no change is
required in the labor cost for CTV
assembly.

Petitioners claim that Mitsubishi's
U.S. labor costs on CTVs were
understated due to this borrowing of
personnel and that respondent did not
provide revised labor cost figures to
account for this additional labor cost.

DOC Position: Labor was transferred
between the two production areas. The
Department concluded. however, that
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the effect of the transfer of employees
between the department was minimal.
Thus, no adjustment was made.

Comment 31: Mitsubishi contends that
the cost of sales from the internal
records and the audited financial
statement are reconcilable and the
reconciliation is provided in the
verification Exhibit #48.

Petitioners claim that these internal
financial statements formed the basis of
the cost submission and that the
discrepancy between the internal
records and the audited financial .
statements should be allocated strictly
to the cost of producing chassis used in
producing CTVs under investigation. -

DOC Position: The verification exhibit
referred to by the respondent is the
financial statements of the company,
which does not provide a reconciliation.
Therefore, the Department attributed a
proportional amount of the difference
between the audited financial.
statements and the internal financial
statements to CTV chassis production

Comment 32: Petitioners claim that
Mitsubishi’s choice of standard times for
allocation bases was inconsistent and
arbitrary and resulted in cost
understatements. Petitioners suggest
that the Department should recalculate
these expenses based on actual labor
hours. )

Mitsubishi states that the standard
times used were always selected on a
production lot basis and that this
method does not underallocate expenses
to CTVs that contain Japanese tubes.

DOC Position: The Department
reviewed the standard times presented
at verification. In cases where standard
times were selected from outside the
period of investigation they appeared to

be reasonable when compared to those -

within the period of investigation.
Therefore, we accepted Mitsubishi's
allocation.

Comment 33: Petitioners state that
costs submitted by Mitsubishi may not
have reflected the costs incurred by
related trading companies. Petitioners
suggest that the Department should
calculate the full cost incurred by
Mitsubishi Sales Singapore Pte. Ltd.
(MSS) in procuring materials for UEEC
and for trading finished chassis to
Mitsubishi Consumer Electronics
America, Inc. (MCEA) from UEEC.

Mitsubishi argues that it submitted
costs which overstate the expenses of
MSS. Since the chassis go to MCEA,
selling expenses are minimal according
to Mitsubishi, and the commission’
exceeds the expenses incurred by MSS.

DOC Position: The Department has
captured the costs incurred by MSS for
chasses as a general and administrative
expenses.

Comment 34: Petitioners argue that
repondent failed to limit its fabrication
costs to the period of investigation.
Petitioners suggest the Department
should recalculate actual fabrication
costs strictly for each quarter in the
period of investigation and allocate
these costs based on the actual labor
time per model in production rejecting
Mitsubishi's annualized figures.

Mitsubishi contents that the
annualized fabricstion rate was
appropriate because CTV production is
somewhat seasonal and thus quarterly
fabrication costs fluctuate widely.
Moreover, the company is on the cash
basis and adjustments to quarterly data
would have been excessive, while
accruals would be more properly
reflected over an entire year. Finally, the
price of the CTV was based on the total
annual costs.

DOC position: the Department
concluded that the annualized *
fabrication rate did not distort the
fabrication cost incurred for the )
production of the CTV. Therefore, we
did not adjust the respondent'’s
submission.

‘Comment 35: Mitsubishi argues that

the Department should not impute a cost -

to the time that raw materials are in
inventory and in transit before CTV
production. Respondent argues that the
Department should not make such an
extensive policy change regarding
inventory carrying costs aftera =
preliminary determination when that

. change was not anticipated in the

preliminary. )

Petitioners argue that the Department
was required at verification to obtain
the necessary information to quantify
these costs..Also, petitioners claim that
until the CTV is produced, sold to an
unrelated party, and receipt of final
payment is obtained, Mitsubisghi is
incurring carrying costs.

DOC Position: The Department ‘
included the inventory carrying costs for
components obtained from related
manufacturers. Since issues often arise
at verification, which typically takes
place after the preliminary
determination, the Department is not
limited to addressing the issues raised at
the preliminary determination.

Comment 36: Mitsubishi claims that
the electricity expenses for CTVs should
be lowered in the final value added
calculation. The two production
buildings were metered separately for
electricity. However, when preparing
the response, Mitsubishi allocated the
total pool of overhead expenses based
on standard times. As a result, CTV
production received roughly 70 percent
of the expense rather than the 50
percent it should have received.

DOC Position: The Department

. disagrees that an adjustment should be"

made. The company did not present this
adjustment nor relevant documentation
during verification. The Department

" cannot accept unverified information as

the basis for its final determination.
Therefore, since the Department was not
able to verify it we did not use it in our

_ final determination.

Comment 37: Mitsubishi claims that
automatic insertion expenses were
overallocated to CTV chassis in its
reponse and, therefore, the Department
should adjust the CTV chassis costs.

- DOC Position: The respondent could
not support its contention that automatic
insertion costs were over-allocated to
chassis. Therefore, we did not make an
adjustment between product groups.

" Comment 38: Petitioners claim
Mitsubishi failed to provide the

_ weighted-average costs incurred for the

production of chagses used in CTVs.
Petitioners state that the costs and
existence of the chassis production
facilities at Woodlines and Kyoto were
not reported in Mitsubishi's
submisstions and Mitsubishi refused to

‘provide such information. Petitioners

argue that.the Department should use °
the best information available, which is
the cost of production of the highest cost
Japanese producer of a comparably-
sized chassis. .

Mitsubishi claims that the issue of
chassis costs for its Woodlines and
Kyoto facilities was first raised at

-verification. Mitsubishi did not report

these costs because it did not consider
them to be relevant. Production from
these plants is not comingled with
production from the Bukit Timah chassis
plant which produces chassis shipped to
the U.S: MItsubishi claims that it did not
attempt to hide these production
facilities. which the Department has
known about for years. Instead, it did
not believe it necessary to use anything
other than the Bukit Timah costs.

DOC Position: The Department's
analysis of the cost for the Bukit Timah
facility indicates that the costs provided
are representative of the weighted-
average costs of producing chassis.

Comment 39: Mltsubishi claims that
MCEA slightly overstated its finance
experses in the value added submission
due to the fact that finance expenses for
1986 were calculated on an annual basis
and included interest paid prior to the
period of investigation. Mitsubishi
contents that this payment should be
excluded under the Department's usual
policy of including only interest
payments actually paid out during the

.period of investigation.
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DOC Position: The Deparlmenl used cost of sales uscd was based on transfer respnnsc submitted by Mu!sush ta did.
the consohdated interest expenses asa  prices rather than cost of production. not disclose the data requested by the
busis for determining interest expense. This assured that Interest expenses Depaitment or the costs provided.
The Department was not presented with  were properly allocated to the product. Submissions of this nature cannot be
an adjustment during vedficationnor . . DOC Position: The interest expense adequately verified and the Department
was any documentation provided during  incurred by MCEA was not used since should use “'best information available.”
verification. Therefore, no adjystment the Deparment applied the interest -:Matsushita argues that it provided the’
has been made. " expenses of the consolidated company. Department all information requested
Comment 40: Mitsubishi argues that n Commént 43: Petitioners claim that and the Department should not use best
is inappropriate to use the consolidated  respondent’s allocation methods have information available.
interest expenses for the U.S. " led to an urderstatement of cost of DOC Position: Although during
subsidiaries. The subsidiaries are chassis products. Petitioners suggnst verificaiion nuﬁcrous omissions of
-responsible for their own financing and ~  that the Department chould recalculate requested dita were noted. certuin data
to use an interes! expense determined . and dllocate indircct department costs. 9 ) ,
- . : . . perlanmg to such omissions wert
by the consolidated entity would be ~ GS&A expenses and fabrication costs btained at verification. When
inconsistent between cases. based on the cost of goods sold and S ? 3' € ;’ dat " { verified or
DOC Position: The Department used a actual direct labor hours. _'nal 3":'.8 : a Wfrefno ;e"‘.") '9 th
proportional emount of the consolidated DOC Position: The Department has ncu (?Tvm the cost of pro xc ton for the
financial expense to determine the reallocated such expenses based on the CPT, or conggl:;ms. ¢ eb .
financial expense for each entity mthm cost of sales as opposed to'value of Dgpfnmpt revised the 9‘.’"‘& y using
the corporation. Funds from debtare ~  sales. Sales values of different products (e “best information available.”
fungible and the final decision regarding  would include varying amounts of profit Comment 2: The petitioners claim that
the amount of equity in any one entity is  or loss and could distort the allocation.  the material and component costs for
ultimately a result of the parent . Comment 44: Petitioners claim CTVs were reported inaccurately.
company's decisions. ‘Mitsubishi understated the cost of . resulting in an understatement of the
_ Comment 41: Petitioners state that" material control attributable to CTV _ ~ non-CPT portion CTV tost, by using a
Mitsubishi's methods of calculating chassis production. Petitioners urge the .  two month lagfor determining costs
material cost may have led to an . Department to recalculate these costs. from related suppliers, not accounting
understatement of cost due to MCEA’s ~~  DOC Position: The Department made  for all costs for these parts (G&A,
failure to provide weighted-average, an adjustment to the cost of producing interest, trading house and .
fully-absorbed material costs using a chassis to reflect the proper al!ocatnon transportation costs) and reporting only
first-in, first-out inventory method.’ - of material control costs. This -~ -~ ' one of the three months in a quarter..
Mitsubishi claims it used average costs,  adjustment was based on verified data - Matsushita claims that CTV and
not middle lots. for material costs. Costs  regarding the use of store room space. component costs were correctly stated.
for middle lots are only used for Comment 45: Petitioners claim ~ " The cost.of materials was properly
unrelated party transactions. ' Mitsubishi miscalculated CPT material  paged on puchase cost at a certain time
DOC Position: The Department costs by not accounting for all supplier - prior to the date of production, due to
reviewed the middle lots used for each = rebates. Petitioners suggest that the ~ * "}, lag between purchase of the material
quarter’s costs on which the Department recalculate materials costs,’ ;14 the date entering production, and
submissions were based and also the . . accounting for the full amounts of the - 1.4 the Department was aware that
lots before and after this middie lot. The .actual rebates- provnded ona per part . only one month of the quarter had been
Department found the costs in the - - basis. :ubl:nmed and did not request additional
submission to be representative of DOC Pos:tlon The cost of productlon . data until the verification. Matsushita
actual costs. . ) includes actual material costs incurred ‘requests that the general and
Comment 42: Petitioners claim lh'at: during the period of investigation. The d(im trativ ef?‘ nses submitted in its
Mitsubishi’s interest expenses inthe =~ rebates were spread over the costs of .- :ev n:’a';a X fme l;’: used for the :
U.S. were understated and misallocated.  the material inputs. Therefore, there is co ise ?:
Petitioners argue that the cost of no distortion of material costs for the mponen
ﬁnmm was based on the terms product. A . DOC Position: The Department agrees
between related parties and not on the Comment 46: Petitioners claim .- that all cost inforimation requested by
actual cost of funds to the related Mitsubishi substantially understatedits  the Department in its questionnaire was
lender. Also. petitioners claim that ~ UEEC chassis production costs because ~ N°! submitted. However, when it
Mitsubishi incorrectly calculated net UEEC accounted for its material costs initially came to the Department’s‘
interest expense, did not itemize interest  based on acquisition costs and not : attention during verification that data
income and expenses, and did not show inventory values. for only une month of the.quarter had
that the interest income was earnedin - DOC Position: The Depart'nenl . been submitted, the Department
production or sale of CTVs. Also. * verified material costs and analyzed the ~ obtained company source
interest expense was allocated based on  changes in material costs between - documentation which related to the:
cost of sales which included the transfer  quarters. There was no substantial . - other two months.of each quarter.
prices of materials from related parties.  change in material costs between - Therefore, the Department was sbl: to
This inclusion of transfer prices in the periods and, therefore, no adjustment in ~ suprlement the costs in the responsc
allocation of expenses may have material costs was considered . . with information received during
understated the actual interest costs necessacy. e verification or obtained-from the sedited
attributable to the cost of producing . financial statements of the various
CTVs, according to petitioners. Comments Pertaining to Matsushito entities manufscturing the components.
Mitsubishi argues that interest Comment 1: Petitioners argue that The supplemental response submilted
expenses were correctly allocated to the  Matsushita does not have complete and  subsequent to the verification was not
product. The intefest expenses were credible cost.of production information . used for the Department’s final
allocated based on cost of sales. The ~  on the administrative record. The calculntions for computing general and
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administrative expenses because such
information was not explained. * *- .

Comment 3: Petitioners claim that the
cost of the CTV was understated
because costs related to early retirement
were not included. Matsushita claims
that these were extraordinary costs and
should be excluded. . .

DOC Position: The Department agrees
with the petitioners and has included
such costs as part of the cost of
production. The respondent did not.
provide data to support its claim that
such costs were “‘extraordinary" nor,~
reasoning to support-the exclusion of
such costs even if they were considered
tobe “extraordinary.”

Comment 4: The. petmoners clalm (hat
the costs of tuners and other . )
components purchased from Matsushita
Electronic Components of Malaysia by
Matsushita Industrial Company (MIC) .
were understated because general
expenses of the parent company were
not included, exchange gains unrelated
to productlon were included, and
material costs from related suppllers
were reported at transfer price.
Matsushita contends that general and |
administrative éxpenses of the parent’
companies should not be included -
because each entity is an independent
company, including the company that
manufacturers the tuner. )

DOC Position: The Department

allocated an amount of headquarters.
general and administrative expenses to

a!l companies involved in manufacturmg
the components of the CTV that were
part of the consolidated corporate
entity. Althouzh each company may be
considered a separate corporate enm)
legally, the management of the-
corporation and other services provided
by headquarters would dnreclly or:. -
indirectly bencfit all companies included
in the group. The Department did not:
include a deduction from the costs for
exchange gains unrelated to production.
The Department | used the actual costs
for the major components manufactured
by related companies-in order to.,
determine the cost to produce the CTV.
and did not rely on transfer price. .

Comment 5: Matsushita states that
standard direct lahor costs-and factor\
overhi-ad rates which were based on
actual costs incurred by the company
shuuld be used without adjustment.

DOC Position: We disagree. Although
the rates used by the company were
based on actual costs, the labor costs
and factory overhead costs were
allocated by actual hours and then -
applied to the products based on
standard hours. Since the actual hours
exceeded the standard hours. all costs
incurred during the geriod of
investigation which were incurred for -

the production of the tubes were not
absorbed, and, therefore, the product
costs were understated. The Department
adjusted the labor and overhead product
costs to absorb fully the lotal costs of
these elements.

Comment 6: The pelmoners state that
the Department should pay. partlcular
attention to the model matches used in
forelgn market value. The 13-inch model.
sold in the U.S. should be compared fo
sales 10 5 related party in Japan.instead
of a model sold to an unrelated partv
since the related sales were at arm's
length and the sales to the unrelated .
company may have been exported.- and
therefore, are not home market sales.
Also, Model 510WXB22 sold in the home
market should be compared to U.S.
models 501ABYB22 and A51}JL90X smce
it was under regular production and not
solely a replacement tube. The -
Department should use sales of model
510WXB22 only to-unrelated parties,
since sales to related parties were.not ..

-+ made at arm’'s length.

DOC Position: We have compared the
13-inch:model sold in the U.S. to a 13-
inch CPT sold in the home market to an
unrelated party because sales made to -

related parties were not at'arm's length. .

There is.nothing in the record to-
substantiate petitioners’ claim that this-
home market model was exported. We
have notused model 510WXB22, a.18- -
inch’mocdel.:sold.in the home market to
compare to the:two U.S. models. even -
though it was in normal production and
not merely produced in small.quantities
as a replacement tube. We found that
sales quantity of this model were too ' -
small and. therefore, did not meet our
viability test: Accordingly, we have used
constructed value as foreign market -
value for 18- and 20-inch models-
because the volume of third country
sales was determined-to be lnadequate
under § 353.5.

Commert 7: The petitioners assert”
that difference-in-merchandise
adjustments must be limited to-
differesices in-variable costs that
restilted from differences'in physical
characteristics. Thus, the Department
should not adiust for differences in
*total” fuctery overhaad, but rather only
for "variable” factory overhead. and it
should not adjust for differences in
packing of certain components. Finally.
the Department should not allow an’
adjustment ¢laim when identical
merchandise is being compared.-

DOC Position: We agree. We limited
our difference-in-merchandise _
adjustments to only variablé costs for
materialg, labor and direct factory
overheud.'We did not adjust for packmo
dnﬁererces

Comment 8: The petitioners argue that
home market and third country indirect
selling expenses must not include G&A
expenses of various head offices and
general R&D expenses.

DOC Position: We disagree. Where
various head offices were involved in
the shipment of CPTs and other parts of
CTVs, we have included a prorated
share of their expenses.

Comment 9: The petitioners contend
that thie Department should not allow a
deduction. from foreign market value for
rebates paid to related companies as
these are simply mtracorporate
transfera

DOC Position: We dlsagree The
granting of rebates is an accepted

. practice in this.industry. To the extent

that such rebates do not result in a
practice that is not at arm’s length
between related parties, such rebates
have been allowed.

Comment 10: Matsushita asserts that
the Department should use:a general

'company-_wnde profit for constructed.

value since it does not differentiate
between profit for exports and domestrc
sales..

Doc Posmon The Departmem used
the company-wide profit for constructed
value as the "best information -
available;” since the company could not
provide profit related to its home market
sales. -

Conunent 11: Matsushna conlends
that the Department's calculation of an
average short-term interest rate in the
home market is wrong: The actual figure
should be higher.

DOC Position: We agree. The hrgher
figure is'correct and we used it.

Comment 12: Matsushita asserts that
if the Department deducts an imputed
inventory carrying cost froni the sales
price, then it should also deduct a
corresponding amoum from the interest

. -‘expenses

-DOC Position: The Department ~
deducted a proportronal amount of
interest expense attributed to'inventory
to offset the inventory carrying costs.

Commert 13: Matsushita contends

‘that thé Department should use the

average short-term interest rate of the
parent.company in each country for all
calculations involving it and its
subsidiaries. o

DOC Position: We agree. We used the
average short-term interest rate for the
parent company in each country.

Comment 14: The petitioners allege
that a'significant amount of information
was received at verification rather than
in responses prior to verification. The

' petitioners are not privy to this

information and, therefore, cannot
assess its reasonableness. Additionally,
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the Department found some information
to be wrong at verification. After
verification, Matsushita submitted new,
corrected data. However. this data was
not verified by the Department.
Therefore, information presented during

-verification or unverified information
should be rejected and besl information
should be used.

DOC Position: While we generally
agree with the peitioners that a certain
amount of information was received for
the first time at verification, that
information was generally submitted to
the Department after verification as-

“gupplemental responses and therefore
:‘available to the petitioners. With regard
=to the data corrected after the
-verification, that data appears
- reasonable in light of the documentl
examined at venﬁcahon. Therefore, we
used it.

Comment 15: Petitioners assert that
Matsushita did not report its cash and -
early payment discounts on U.S. sales,
U.S. inland freight expenses, direct
shipment discounts, cooperative
advertising expenses, certain
promotional expenses and warranty
expenses in a sales-specific manner.
Instead, it averaged these charges and
prorated them over all sales, not just
those sales to which these items
belonged. It also misstated warranty
parts costs and used a suspect figure for
warranty costs incurred by Quasar. All
of this leads to a skewing of actual
dumping margins. Since Matsushita did
not use a reasonable methodology the
Department should assume that these
discounts and charges were granted and
charged to all sales.

. DOC Position: We disagree.
Matsushita does.not maintain its
records with regard to these items on a
sale-by-sale basis. We have determined
that its methodology was reasonable
and have therefore used it.

Continuation of Suspension of
' Liquidation : :

We are directing the U.S. Customs
Service to continue to suspend
liguidation of all entries of CPTs frum
Japan that are entered, or withdrawn
from warehouse, for consumption, or or
after the daie of publication of this
nctice in the Federal Register. The
Customs Service shall continue to
require a cash deposit or the posting of a
bond equal to the estimated average
amount by which the foreign market
value of the merchandise. subject to this
investigation exceeds - the United States
price as shown below. The suspension
of liquidation will remain in effect until
further notice. The weighted-aveiage
margins are as follows: .

v / . average

Manutacturer/producer/ exporter margn
parcent-

0e
Masubishi Electne Corporanon...........coemee ..., 1.34
Hitachs, Lid 2229
Matsushita Etectyonics Corporation....._.__ ... | 2.9
Toshia Compo 33.50
Al others 30.02
ITC Notification

In accordance with section 735{d) of
the Act, we have notified the ITC of our
determination. If the ITC determines
that material injury, or threat of material

injury, does not exist, this proceeding -

will be terminated and all securities
posted as a result of the suspension-of

- liquidation will be refunded or

cancelled. However. if the ITC
determines that such injury does exist,
the Department will issue an
antidumping duty order directing
Customs officers to assess an
antidumping duty on CPTs from Japan
entered, or withdrawn from warehouse,
for consumption after the suspension of
liquidation, equal to the amount by
which the foreign market value exceeds

.the U.S. price.

This determination is published pursuant to
section 735(d) of the Act (19 U.S.C. 1673(d}).
November 12, 1987, '

Gilbert B. Kaplan,

Actling Assisten: Secretary for Iimport
Administration.

|FR Doc. 87-26590 Filed 11-17-87; 8:45 am)
BILLING COOE 3510-D5-M

[A-580-6051

Final Determination of Sales at Less
Than Falr Value; Color Picture Tubes
From Korea

AGENCY: International Trade
Administration, Import Administr atlon. N
Commerce. '

ACTION: Notice.

SUMMARY: We have determined that
color picture tubes {CPTs) from Korea
are being, or are likely to be, sold in the
United States at less than fair value. The
U.S. International Trade Commission
{ITC) will deterinine, within 45 days of
pubiication of this notice, whether these
importe are ma‘ena]l) injuring, o5 are
threatening matenal injury to. & United
States industry

EFFECTIVE DATE: Novcmbcr 18, 1447,

FOR FURTHER INFORMATION CONTACT:
John Brinkmann, (202) 377-3965 or
Raymond Busen, (202) 377-3464, Office
of Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street

and Constitution Avenue, NW.,
Washington, DC 20230. °

Final Determination

We have determined that CPTs from
Korea are being. or are likely to be. sold
in the United States at less than fair
value, as provided in section 735(a) of
the Tariff Act of 1930, as amended (the
Act) {19 U.S.C. 1673d(a}). The weighted-
average margins of sales at less than
fair value are shown in the “Suspension
of Liquidation™ section of this notice.

Case History

On June 24, 1987, we made an
affirmative preliminary determination
{52 FR 24318, June 30, 1987). The
following events have occurred since the
publication of that notice.

On July 1, 1987, Samsung Electron

‘Devices Co., Ltd. (Samsung), a

respondent in this case, requested that
the Department extend the period for
thefinal determination until not later
than 135 days after the date on which
the Department published its
preliminary determination. The
Department granted this request and
postponed its final determination until
not later than November 12, 1987 (52 FR
27698, July 23, 1987).

Questionnaire responses from both
respondents. Gold Star Company, Ltd.
(Gold Star) and Samsung. were verified
in Korea from July 23 to july 29 and in
the United States from August 230
Avugust 27.

On September 29, 1987, the
Department held a public hearing.
Interested parties also submitted
comments for the record in their pre-
hearing briefs of September 22, 1967,
and in their post-hearing briefs of
Oclober 7, 1987.

Scope of Investigation
The products covered by this

- investigation are color picture tubes

(CPTs) which are provided for in the
Tariff Schedules of the United Stutes
Annotated (TSUSA) items 687.3512,
687.3513, 687.3514. 687.3516, 687.3518,
and 687.3520. The correstronding
Harmorized System (HS) numbers sre
8540.11.00:14. §3+0.11.63.20. 8540.11.400.30,
8540.11.00.40, 8540.11.00.50 and
85341.11.60.69.

CPTs are defined as cathode ray tubus
suitable for use in the manufacture of
color television receivers or other color
entertninment display devices intended
for television viewing.

In the initiation notice in this case, we
tentatively included CPTs imported as
parts of color television receiver kits or
as a part of incomplete color television .
receiver assemblies. within the scope of
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this proceeding. We recognized at that
time that there could be an overlap
between this proceeding and the
existing order on complete and
incomplete color television receivers
from Korea (“CTV order") (40 FR 18338,
April 30, 1984) because CPTs
subsequently combined into televisions
by a related party are covered by the
CTV order. '

We had tentatively determined to
resolve this overlap by a partial
revocation of the CTV order (See, Color
Television Receivers from Korea;
Intention to Review and Preliminary
Results of Changed Circumstances
Administrative Review and Tentative
Determination to Revoke Antidumping
Duty Order, 52 FR 6840, March 5, 1887).
However, after consideration of all the
comments received in the context of that
administrative review, we decided to
keep the entire CTV order in place. {See,
Final Results of Changed Circumstances
Review and Determination Not to
Revoke Antidumping Duty Order, 52 FR
24500, July 1, 1987). Therelore, in the
preliminary CPT determination, we
found—and continue to find in this final
determination—that those CPTs that are
included within the scope of the CTV
order will not be covered in this
investigation.

_ In addition, we have determined that
CPTs, which are not covered by the CTV
order, are covered by this investigation
unless all of the following criteria are
met: (1) The CPT is “physically
integrated” with other television
receiver components in such a manner
as to constitute one inseparable
amalgam; and (2) the CPT does not
constitute a significant portion of the
cost or value of the items being
imported.

This determinahoa is driven by
several considerations. First, an order
against CPTs that excludes any CPT
shipped with other television
components could easily be
circumvented by simply shipping all
future CPTs to the United States in
conjunction with at least one other
television component. Secondly {and
conversely), there must be a point at
which a part, such as a CPT, becomes so
integrated within another class or kind
oi merchandise that the part can no
longer be regarded as being imported for
purposes of the antidumping duty
statute. Further, the statute does nct
permit an interpretation which could
result, for example, in future petitions
against car radios even when imported
within fully-assembled cars or
semiconductors even when imported
within fully-assembled*mainframe
computers. Lastly. where the pa~

constitutes a subsiantial portion of the
cost or value of the article being
imported, the dominant article does not
lose its autonomy, character and use
merely because it is imported within
several other less important component
parts.

As requested by the Department,
Samsung and Gold Star also reported
U.S. sales of CPTs which were imported

~ into the United States during the period-

of investigation by a related company
for use in the production of CTVs. We
have determined that these CPTs are
already covered by the scope of the
Korean CTV order and, therefore, did
not use these sales in our fair value
comparisons. Since all of Gold Star’s
sales during the period of investigation
were covered by the Korean CTV order,
Gold Star was not included in our fair
value comparisons.

Falr Value Comparlson Methodology

To determine whether sales of CPTs .
in the United States were made at less
than fair value, we compared the United
States price to the foreign market value
of such or similar merchandise for the
period June 1, 1986 through November
30, 1986.

Foreign Market Value

In order to determine whether there
were sufficient sales of the merchandise
in the home market to serve as the basis
for calculating foreign market value, we
established separate categories of such
or similar merchandise based on the
CPT screen size. We considered any -
CPT sold in the home market that was
within plus or minus two inches in
screen size of the CPT sold in the U.S. to
constitute a separate product category

" of such or similar merchandise.

We then compared the volume of
home market sales within each such or.
similar category to third country sales
(excluding U.S. sales), in‘accordance
with section 773(a)(1) of the Act. We
determined that for each such or similar
category there were insufficient home
market sales to unrelated customers or
arm'’s length sales to related customers
to form an adequate basis for
comparison to the CPTs imported into
the United States.

For 13-inch CPTs. we determined that
there were no third country sales of
identical merchandise. Therefore, in
accordance with § 353.5 of our
regulations. we determined that the
third country market with the largest
sales volume of 13-inch CPTs of the
most similar merchandise was the
United Kingdom. Accordingly, we based
foreign market value of 13-inch CPTs on
those sales. Similarly. pursuant to
& 353.5. with regard te 19-inch CPTs. we

determined that the third country with
the largest volume of identical
merchandise was Taiwan. Accordingly,
we based foreign market value for 19-

/inch CPTs on those sales.

Purchase Price

As provided in gection 772(b) of the
Act, we used the purchase price to
represent the United States price for

‘sales of CPTs made by Samsung through

a related sales agent in the United
States to an unrelated purchaser prior to
importation of the CPTs into the United

. States. The Department determined that

purchase price and not exporter's sales
price was the most appropriate indicator
of United States price based on the
following elements.

1. The merchandise was purchased or
agreed to be purchased prior to the date
of importation from the manufacturer or-
producer of the merchandise for
exportation to the United States.

2. The related selling agent located in
the United States acted only as a
processor of sales-related
documentation and as a communication
link with the unrelated U.S. buyers.

3. Rather than entering into the
inventory of the related selling agent,

" the merchandise in question was

shipped directly from the manufacturer
to the unrelated buyers. Thus, it did not
give rise to storage and associated costs
on the part of the selling agent or create
flexibility in marketing for the exporter.

4. Direct shipments from the
manufacturer t6 the unrelated buyer
were the customary commercial channel
for sales of this merchandise between
the parties involved. -

Where all the above elements are met,
as in this case, we regard the primary

- marketing functions and selling costs of

the exporter as having occurred in the
country of exportation prior to
importation of the product into the
United States. In such instances, we
consider purchase price to be the
appropriate basis for calculating United,

- States price.

United States P!ioe Calculations
Purchase Price

We calculated purcliase price based
on the packed. c.i.l., duty paid prices to
unrelated purchasers in the United
States. We made deductions from these
prices for discounts. We also made
additions or deductions, where
appropriate, under the following
sections of the Commerce Regulations:

1. Section 353.10(d)(2)(i): We made
deductions for foreign wharfage, foreign
inland freight. U.S. and foreign
brokerage and handling charges, ocean
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freight, marine insurance, U.S. duty. and
U.S. inland freight.

2. Section 353 10(d)(1)ii): We made
additions for duty drawback (i.e.. imoprt
duties which were rebated, or not
collected, by reason of the exportation
of the merchandise to the U.S.).

Foreign Market Value Calculations .

In accordance with section 773{a) of
the Act, we calculated foreign market -
value based on f.0.b., packed third
country prices to unrelated purchasers. -
We made deductions for inland {reight,
brokerage, and wharfage. We subtracted
third country packing and added U.S.
packing to third country prices. We also
made additions for duty drawback (i.e.,
import duties which were rebated, or not
collected, by reason of the exportation
of the merchandise to third countries). .

Because U.S. price was based on
purchase price sales, we made
adjustments to foreign market value
under the following sections of the
Commerce Regulations:

1. Section 353.15(a), (b}): Ad;ustments
were made for difference in-
circumstances of sale in the U.S. and
third country for credit expenses,
advertising expenses, warranties, and
royalties.

2. Section 353.16: Where there was no
identical product in the third country-
with which to-compare a product sold in

the United States. we made adjustments -

to the foreign market value of similar -
merchandise to account for differences
in the physical characteristics of the
merchandise. These adjustments were
based on differences in the costs of
'materials, direct labor, and directly
related factory overhead.

'Currency Conversion

We made currency conversions in
accardance with § 353.58({a){1) of our
regulations. All currency conversions
were made at the rates certified by the
Federal Reserve Bank.

Verification

As provided in-section 776(a) of the
Act, we verified all information used in
reaching the final determination in this
‘investigation. We. used standard
verification procedures, including
examination of all relevant accounting
records and original source documents
provided by the respondents.

Interested Party Comments -

Petitioners and respondent Samsung
have raised certain issues which relate
exclusively to home market sales. As
explained in the “Foreign Market Value"
section of this notice, we have
determined that hbme market sales were
insufficient to form an adequate basis

for comparison to the CPTs imported
into the United States. Therefore, in
accordance with §§ 353.4 and 353.5 of
our regulations, we calculated foreign
market value using sales to third ‘
countries. Since we have determined
that home market sales were inadequate
for purposes of calculating foreign
markel value, we have addressed those
issues which relate.both to home market
and third country sales, but have
disregarded issues relating exclusively
to home market sales.

Comment 1: Samsung alleges that the
Department should not use home market
sales to determine foreign market value
of 13-inch CPTs. Samsung argues that
the statute intends that the viability of
the home market be determined by the
adequacy of the sales it ultimately uses

‘for comparison. Because the Department

excluded sales to related parties in .
making its price-to-price comparisons,
the viability of the home market.should
be retested using only unrelated party
sales. Using this methodology, home
market sales of 13-inch CPTs would
clearly be inadequate for making price-
to-price comparisons of such and similar
merchandise.

. Petitioners argue that the Departmenl

should use home market sales becatise
(1) the statute and legislative hlstory _
show a strong preference for using home
market sales when establishing foreign
market value; (2) the sales were made in

the ordinary course of trade: (3) sales of

11- to 15-inch CPTs to both related and

unrelated purchasers constitute a viable -

home market; and (4) it is not required -

_that the quantity.of actual sales used for -

comparison purposes exceed 5 percent
of third country sales.” .

DOC Position: Under séction 773(8)(1)
of the Act, the Department is required to
determine whether home market sales
form an adegiate basis for comparison.
Sectibn 353.4 of our regulations

~ establishes the test for making this -

determination. Normally, we require
that home market sales comprise five
pércent of sales to third country markets
in order for the home market tobe = -
deemed ‘‘viable.” Neither the statute nor
the regulation specifically addresses the
issue of whether “sales” related parties
should be.included for purposes of -
determining the viability of the home
market. - .

Where home market sales are made
through a related party seller, it would
usually make little difference for
purposes of performing the viability test
if the producer reported sales to the
related party or sales by the related
party. Absent unusual cifcumstances. .

we would expect the amount of sales to
the related party to approximate the
amount of sales made by the related

party. Also, in this situation, we would
normally use the price charged to the
first unrelated customer in calculahng
foreign market value.

Unlike these more normal situations.

.the Korean investigation of CPTs has

presented unique circumstances. Many
of the home market sales by CPT

producers are to related parties who do
not resell the CPTs. Instead. the related

-purchasers use these CPTs to produce

CTVs. In this chain of transactions, the
first sale to an unrelated party is the
sale of a completed CTV. A completed
CTV is not within the class or kind of
merchandise being investigated. nor can
it be considered such or similar
merchandise. Thus, the sale of the
completed CTV by the related purchaser
cannot be used in calculating foreign
market value.

" In this situation, we have concluded
that sales to related parties should not
normally be included for purposes of
performing the viability test. We have
reached this conclusion based on a
determination that the purpose of the
viabili,ty test is to ascertain whether
there is an adequate number of usable
sales in the home market to form the
basis for calculating foreign market
value.

Section 353.22 of our regulations
provides that the Department will not
normally consider prices charged to
related parties in determining foreign
market value, unless it can be
established that such prices are
comparable to the prices at which such
or similar merchandise is sold to
unrelated buyers. Thus. unless the sales
to the related buyers are made at arm’s

‘length, the Department would not

normally use those sales for comparison
purposes. Given the standard
established by this regulatiori, we have

_ concluded that sales to related parties

should not be included in determining
the viability of the home market unless

" those sales have been made at arm’s

length and, thus, can be used in
calculating foreign market value.

Comment 2: Petitioners argue that the
Department should make clear that the
scope of this investigation, and any
subsequent antidumping duty order. is
contingent on the scope of the CTV
antidumping duty order. so that all of
Sameung s CPT imports will be covered
in this proceeding or the companion

“CTV proceeding.

- Both respondents argue that DOC
correctly narrowed the scope of the CPT
investigation to exclude those CPTs
already subject to the outstanding CTV
antidumping duty order. Gold Star
contends that DOC should define the
class or kind of merchandise upon
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which it makes it final determination to
include only those CPTs not subject to
the outstanding antidumping duty order
on CTVs from Korea.

DOC Position: We stand by our
decision to narrow the scope of this
investigation to include only those CPTs
not'subject to the outstanding |
antidumping duty order on CTVs from
Korea. Thus, if the scope determination
of the CTV order—which is currently
under appeal—were 'overturned, we
would examine those items excluded by
the court from the CTV order to -
determine whether they m|ght be sub;ect
to the CPT order. .

Gomment 3: Samsung argues that the -
Department has incorrectly treated local
export sales to Korean companies in
bonded factory areas as home market- .
sales. Samsung contends that these
CPTs should be treated as export sales.-
because (1) Korean duty drawback law
provides that goods shipped to a bonded

.factory are considered exported when .
they are shipped to the bonded factory
and (2) Korean law states that goods

sold under local letters of credit mustbe -

exported and not diverted for resale in :
the home market. .

Petitioners contend that the sales
should be treated as U.S. sales because
Samsung knew that nearly all the CPTs
it sells under local letters of credit are
exported by Samsung's customers as
CPTs. and Samsung has acknowledged
that many of these CPTs are ultimately .
shipped to the United States.

DOC Position: From the
documentation verified. it is clear that
these CPTs are destined for.export to -
unknown destinations in an unknown
form. Samsung did not state that it had
prior knowledge that specific shipments
of these CPTs were destined for the
United States. We verified froma -
variety of source documents that
. Samsung did not know.the destination
of these CPTs, except that they are  for
export as CPTs or as CPTs in CTVs. . .
None of the local export sale customers
are being investigated by the Office of -
. Compliance as CTV or CTV kit
exporters. and the oaly hnown Kurean
CPT exporters were Samsung, Gold Star,
and Daewoo. Thus, we have no
evidence which indicates that
respondent knew or should have kauwn
whether thesc CPTs were ultimately
shipped to the United States, éither as
CPTs or CTVs. Accordingly: thesc local
export sales are considered exporl sales.

Comment 4: Petitioners argue that
certain of Samsung's U.S. sales which
showed revised upward prices should
be rejected because Samsung has not
established that its price revisions were
made in the ordinary course of trade.
Furthermore, since Sumsung’s datés of

- sale were based on purchase order

modification dates, the sales should be

re]ected because the January 1987 price

revisions were outside the june-

November 1986 period of investigation.
Samsung contends that the

_Department should accept the revised

prices because they were varified prices
agreed to-and paid by the customer in
the ordinary course of business. o
DOC Posttion: We verified that part of
the sales in question had been involved
and shipped during the period of
investigation under an October 1986
purchase order revision. A subsequent

- January 18, 1987 Samsung price revision,

however, ruised the CPT price starting- -

‘with deliveries after January 26, 1087, - -

The remaining CPTs were invoiced and

. shipped in January ‘and February 1987

under the revised pnce established by’
the January 16, 1987 price revision. -
Accordmgly. the January 1087 revised

. sales prices which fell outside our

period of investigation were not used in
making our final determination.
Comment 5: Petitioners argue that the
Department erred in allowing Samsung's
duty drawback claim because Samsung -
failed to establish (1) that'it paid the
import duties refunded, and-{2} that any
correlation exists between the amount
of duty drawback received and the
import duties paid during the périod of
investigation on the subject CPTs.
“'Samsung states that Korean Customs
only'paid a-drawback for duties that
Samsurng proved were paid—either by -
showing its own import documients or by
showing its suppliets’ certificates. Thus,
Samsung can neverreceive more'in "’

- drawback than-was actually paid in -

duties. Samsung also states that there is
no incentive for it'to delay its drawback
application because it would be” .
foregomg use of those funds.

DOC Position: Duiring verification,
Samsung was able 1o demonstrate that it
received duty drawback only in the
amount of duties actually paid.” -

“Furthermore, we found no evidence to

suggest that Samsung delays its
drawback applications.

Comment 6: Petitioners- argue th‘
Sumsung's claimed U.S. commiission
expenses should be treated as rebates or
price discounts and deducted from the
U.S. price, without' making an offset wn!h
respect to indirect selling expenses in *
the comparison market. Petitioners °
believe that the fees paid on Samsung's’
U.S. transactions are akin to customer
rebates because no commission
agreement exists between the paities.

Samsung alleges these commissions
are not rebates because no paymenls
are made to the purchaser. Payments are

". made to a seperate company that

hitppens to be reluted to the purchaser.

‘Samsung alleges these payments are

fees fot performing services, and should

- be offset with indirect selling expenses.

DOC Position: We verified that no
commission agreement existed between

- the parties involved. Further, we were

unable to verify that any service was
provided for the alleged commission.
Absent evidence to the contrary, we
have treated the amounts in question as -
a discount and deducted the amounls
from the selling price.

Comment 7: Petitioners argue (hat :
Samsung's U.S. price should be adjusted
downward to account for the - .
antidumping duties that will be paid by
Samsung's U.S. subsidiary, Samsung
Pacific International {SPI). - '

Samsung argues that both the current
and proposed regulations intend that
such.adjustments are only applicable
when the importer (i.e., the party paying
the antidumping duties) is reimbursed
for the payment of such.duties. Samsung
states that no evidence exists to suggest
it will be reimbursed for antidumping.
duties. -

DOC Position: As stated in Television
Receivers, Monochrome and Color,
From Japan; Final Résults of .
Antidumping Duty Administrative - -
Review (52 FR 8941, March 20, 1987), we
do not consider estimated antidumping
duties paid or antidumping bond
premiums to be expenses related to the -
sales under review. Therefore, they
should not be deducted:from United
States price. Furthermore, § 353. 55(8](2)
of our regulations.provides an’ :
adjustment for reimbursement of
antidumping duties only. for entries’
subject to an antidumping duty order.
This is clearly not the case in this .

) instance.

Comment & Poliuoners argue that the
Department should compute foreign
market value for 19-inch CPTs using a

" monthly weighted-average, rathet than a

weighted-average for the entire 6-month

‘period of investigation, because of

rapidly changing prices throughout lhe ’
6-month period.

DOC Position: As noted in the

“Foreign Market Value" section of this

notice, we uséd third country prices to
compute foreign market value. Our
analysis indicated that sales to third
country customer(s) were made at
varying prices over the entire period
with no consistent trend. Therefore, in
accordance with § 353.20 of our
regulations, we based foreign market
value on the weighted-average price of
all sales during the entire period. .

Comment 9: Petitioners argue that no
adjustment for physical differences in
merchandise should be made for
diffcrences in manufacturing vields.
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Petitioners allege differences in
manufacturing yields are not necessarily
due to physical differences in the -
merchandise, but may be due to
production efficiency, random chance,
manufacturing downtime, worker
efficiency, breakage, or other factors.

DOC Position: Samsung has revised
its physical differences in merchandise
adjustments to exclude any cost -
differences due to differences in
manufacturing yield.

Comment 10: Petitioners-contend that
Samsung's claimed circumstance-of-sale
adjustment for certain home market
advertising expenses should be rejected.
They claim these expenses.are either
institutional in nature or are not directed
at the ultimate customer or end-user of
the product. Furthermore, petitioners -
allege Samsung has incorrectly based-its
advertising expense claim on the
amount of advertising expenses accrued,
rather than paid, during the period. -
Petitioners state that we should allow,
as part of any advertising expense

. claim, only those actual expenses
recorded in Samsung's advertising
expense ledger in the months covered
by our investigation.

Samsung states that a c1rcumstance-
of-sale adjustment is warranted for
expenses incurred in advertising in
magazines, newspapers, and trade
publications because these publications
are read by the ultimate customers or
end-users (i.e., television dealers and .
distributors) who purchase televisions
using Samsung.CPTs from television and
other video manufacturers. Furthermore,
Samsung alleges that, under generally
accepted accounting principles, the
accrual method is considered more
accurate than the cash method. .

‘DOC Position: As noted inthe .

“Foreign Market Value" section of this-
notice, foreign market value was based
on sales to third countries. Our
verification and analysis indicated that
Samsung's claimed advertising expenses
in export markets included (1)
institutional advertising which promoted
Samsung's name in general without -
stressing any pamcular product, and (2)

advertising for “all products™ which
promoted CPTs as well-as other -
Samsung products. Sample newspaper
and magazine advertisements provided
in the responses and at verification
indicated that the advertisements were
directed solely at the customer's
customer—in this case, the retailer or
wholesaler of the CTVs containing
Samsung's CPTs. Therefore. in .
accordance with §353.15 of our
regulations, we allowed advertsing as a
circumstance-of-sale adjustment.

With regard to the methad of
recording advertising expenses, we*

consider the accrual method to be more
accurate than the cash method because
the former recognizes expenses actually
incurred by the company for activities
undertaken during the review period.
while the latter recognizes expenses that
relate to a company’s activities during a
previous period.

" *Comment 11: Petitioners contend that
Samsung has overstated its home
market warranty expenses by failing to
demonstrate that certain fabrication
costs associated with recycling
defective CPTs and certain after-service
activities expenses are incurred
pursuant to a warranty or technical

service agreement at the time of the CPT

sale. Furthermore, to the extent that
Sumsung has included fixed expenses in -
its direct warranty expense claim, this
portion of the claim should be denied.
‘Samsung argues that our regulations
explicitly recognize all warranty
expenses as direct expenses. Moreover,
Samsung argues that treating fixed .
warranty expenses as indirect would
unfairly penalize Samsung for its

_-decision to perform warranty services
in-house. It argues that if it offered the

same-exact services, but used an
mdependent contractor and paid on a

‘per repair basis, the expense would be

variable and, in petitioners’ view, a
direct expense. :

DOC Position! As noted above in the
section on Forelgn Market Value
Calculation,” foreign market value was
based on sales to third countries. Our
analysis and verification showed that
warranty expenses incurred on third
country and U.S. sales were variable in
that they only related to replacement of
CPTs. There were no after-service
division expenses related to U.S. or third
country sales. Therefore, in accordance
with § 353.15 of our regulations,
warranty expenses were allowed as a

circumstance-of-sale adjustment.

Continuation of Suspension of
Liquidation-

* We are directing the U.S. Customs
Service to continue to suspend
liguidation of all entires of CPTs from
Korea that are entered. or withdrawn
from warehouse. for consumption. on or
after the date of publication of this
notice in the Federal Register. The
Customs Serviue shall continue to
require a cash deposit or the posting of a
bond on all entries equal to the
estimated average amount by which the

foreign market value of the merchandise -

subject to this invesfigation exceeds the
United States price as shown below.
The suspension of liquidation will .
remain in effect until further notice. The
weighted-averige margins are as
follows:

WQHI-
aver-
Manufacturer/producer/ exporter age.
. margin
De"
centage
Samsung Electron Devices Co., Ltd.............cccccvenens 191
AR ofhers .. 191
ITC Notification

In accordance with section 735(dj of
the Act. we have notified the ITC of our
determination. If the ITC determines
that material injury, or threat of material
injury, does not exist, this proceeding
will be terminated and all securities
posted as a result of the suspension of
liquidation will be refunded or
cancelled. However, if the ITC
determines that such injury does exist,
the Department will issue an
antidumping duty order directing
Customs officers to assess an
antidumpting duty on CPTs from Korea
entered, or withdrawn from warehouse,
for consumption after the suspension of
liquidation, equal to the amount by
which the forelgn market value exceeds
the U.S. price.

This determination is pubhshed
pursuant to section 735(d} of the Act (19
U.S.C. 1673d(d)).

November 12. 1987.

Gilbert B. Kaplan,

Acting Assistant Secretary for Import
Administration.

{FR Doc. 87-26591 Filed 11-17-87; 8:45 am|
BILLING CODE 3510-0_3-! ’

(A-559-601)

Final Determination of Sales at Less
Than Fair Value; Color Plcturo Tubes
From Singapore

AGENCY: Notice.

 SUMMARY: We have determined that

color picture tubes from Singapore are
being. or are likely to be, sold in the
United States at less than fair value. The
U.S. International Trade Comumizsion
{ITC) will determine withir 45 days of
publication of this notice, whether these
imports are matenally m;unno or are
threatening material injury to. a United
States industry.

EFFECTIVE DATE: Novembier 18, 1947,

FOR FURTHER INFORMATION:

Contact John Brinkmann. (202j 377-3465
or Jess Bratton, {202) 377-3963. Office of
Investigations, Import Administration.
International Trade Administration, 1).5.
Department of Commerce. 14th Street
and Constitution Avenuve. NW.,
Washington, DC 20230.



Federal Register / Vbl, 52, No. 222 / Wednesday, November 18, 1987 / Notices

B-42

44191

Final Determination '

We have determined that color picture
tubes from Singapore are being. or are
likely to be, sold in the United States at
less than fair value, as provided in
section 735(a) of the Tariff Act of 1930,
as amended (19 U.S.C. 1673d(a)) (The
Act). The weighted-average margins of
sales at less than fair value are shown
in the “Suspension of Liquidation™
section of this notice. On June 24, 1987,
we made an affirmative preliminary
determination (52 FR 24318, june 30,
1987). The following events have
occurred since the publication of that
notice.

On June 28, 1987, counsel for Hitachi
Electronic Devices (Singapore) Pte., Ltd.
the respondent in this case, requested
that the Department extend the period
for the final determination until not later
than 135 days after the date on which
the Department publish its preliminary
determination. The Department granted
this request, and postponed its final
determination until not later than
November 12, 1987 (52 FR 27696, july 23,
1987).

*  The questionnaire response from the
respondents was verified in Singapore
from July 13 to July 22, and in Taiwan
from August 3 to August 7 and in the
United States from August 12 to August
25.

Interested parties submitted
comments for the record in briefs on
September 28, and October 9, 1987.

Scope of Investigation

The products covered by this
investigation are color picture tubes
(CPTs) 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. 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.

CPTs 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.

Petitioners have also requested that
the Department examine CPTs which
are shipped and imported together with
other parts as television receiver kits
(which contain all parts necessary for
assembly into complete television
receivers) or as incomplete television
receiver assemblies that contain a CPT
as well as additonal compenents. Color
television receiver kits (“kits™) are
provided for in TSUSA items 684.9655.
while incomplete telavision receiver
assemblies (“assemblies”) are provided

for in TSUSA items 684.9658.-684.9658
and 684.9660.

During the period of investigation,
Hitachi did not sell kits and assemblies
in the United Stales. Nonetheless,
current import statistics indicate that ' -
substantial quantities of kits and
assemblies are being exported to the
United States. Thus, the issue before the
Department is whether to include in the
scope of this proceeding present and
future shipments of CPTs which are
classified for Customs purposes as kits
or assemblies. We have determined that
where a CPT is shipped and imported
together with all the parts necessary for
assembly into a complete television
receiver (i.e., as a "kit"), the CPT is
excluded from the scope of this
investigation. The Department has
previously determined in the Japanese
(46 FR 30163, June 5. 1981) and Korean
(49 FR 18336, April 30, 1984) television
receiver (“CTV") cases that kits are to
be treated for purposes of the
antidumping statute as television
receivers. not.as a collection of
individual parts. Stated differently, a kit
and a fully-assembled television are &
separate class of kind of merchandise
from a CPT. Accordingly, we have
détermined that when CPTs are shipped
together with other parts as television
receiver kits, they are excluded from the
scope of this investigation. We will
determine in any future administrative
review whether factual circumstances
similar to those found by the
Department in the Japanese CPT
investigation warrant including
Singaporear kits within this proceeding

. as transshipped CPTs.

With respect to CPTs which are
imported for Customs purposes as

- incomplete television assemblies, we

have determined that these entries are
included within the scope of this
investigation unless both of the
followmg criteria are met: (1) The CPT is
“physically integrated” with other
television receiver components in such a
manner as to constitute one inseparable
amalgam: and. (2) the CPT does not
constitute a significant portion of the
cost or value of the items being
imported. This defermination is driven
by several considerations. First, an
order against CPTs that excludes any
CPT shipped with other television
components could easily be
circumvented by simply shipping all
future CPTs to the United States in
conjunction with at least one other
television component. Secondly (and
conversely). there must be a point at
which a part, such as a CPT, becomes so
integrated within another class or kind
or merchandise that the part can no
longer be regarded as being imported as

a separate item for purposes of the
antidumping duty statute. Further. the
statute does not permit an interpretation
which could result, for example, in
future petitions against car radios
imported within fully-assembled cars or
semiconductors imported within fully-
assembled mainframe computers, when
the part in guestion is inconsequential

-or small compared to the cost or value

of the product of which it is a part.
However, where the part (here a CPT)
constitutes a substantial portion of the
cost of value of the article being
imported (here an assembly). the
dominant article does not lose its
autonomy, character and use merely
because it is imported with several other
less important component parts. We
accordingly determine that assemblies
are within the scope of this
investigation.

Fair Value Comiparison Methodology

To determiné whether sales of CPTs
in the United States were made at less
than fair value; we compared the United

-States price to the foreign market value

of such or similar merchandise for the
period june 1, 1986 lhrough November
30, 1986.-

Foreign Market Value

In order to determine whether there
were sufficient sales of the merchandise
in the home market to serve as the basis
for calcluating foreign market value, we
established separate categories of such
or similar merchandise, based on the

- CPT screen size. We considered any

CPT sold in the home market that was
within plus or minus two inches in
screen size of the CPT sold in the U.S. to
be such as similar merchandise.

We then compared the volume of

 home market sales within each such or

similar category to third country sales
{excluding U.S. sales), in accordance
with section 773(a)(1) of the Act. We
determined that there were sufficient
home market sales to unrelated
customers and/or arm’s length sales fo.
related customers, for each such or
similar category to form an adequate
basis for comparison to the CPTs
imported into the United States.
Therefore, foreign market value was
calculated using home market sales.

Purchase Price

As provided in section 772(b) of the
Act, we used the purchase price to
represent the United States price for
sales of CPTs made by Hitachi through i
related sales agent in the United States
to unrelated purchasers prior to
importation of the CPTs into the United
States. The Department determined that
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. purchase price and not exporter's sales
> price was the most appropriate indicator
-~ of United States price. We based that
decision on the following elements.
1. The merchandise was purchased or

‘agreed to be purchased by the unrelated

U.S. buyer prior to the date of
importation from the manufacture or
producer of the merchandise for
exportation to the United States.

- 2. The related selling agent located in
the United States acted only as the
‘processeor of sales-related
documentation and as a communicatiun
link with the unrelated U.S. buyers:

3. Rather than enter the inventory of

" the related sellmg agent, the
merchandise in question was shipped
directly from the manufacturer to the
unrelated buyer. Thus, it did not give
rise to storage and associated costs on
“the part of the selhng agent or create '
added flexibility in marketmg for the
exporter.

4. Direct shipments from the
manufacturer to the unrelated buyer
were the customary commercial channel
for sales of this merchandise between
the parties involved.

Where all the above elements are met.
as in this case, we regard the primary
marketing functions and selling costs of
the exporter as having occurred in the
country of exportation prior to the
imporiation into the United States. In
such instances, purchase price is the -
appropriate basis for calculating United
States pnce

Ex por!er 's Sales Price

For certain sales we based United
States price on exporter’s sales price, in
'~ accordance with section 772(c) of the
-+ Act, since the sale to the first unrelated
‘v purchaser took place in the United
-. " States after importation.

United States Prics Calculations
Purchase Price

We calculated purchase price based
on the packed, c.I.f. duty paid prices to
unrelated purchers in the United States.
We made deductions under the
following section of the Commerce
Regulations:

1. Section 353.10(d)(2)(i)

We deducted foreign inland freight.
.. brokerage and handling charges, ocean
. freight, marine insurance, U.S. duty and’
- U.8. inland freight and insurance.

Exporter’s Sales Price

For all exporter's sales price sales, the
- CPTs were imported into the United
States by a related importer and
incorporated into a CTV before being
sold to the first unrelated party.
Therefore, it was necessary to construct

a selling price for the CPT from the sale
of the CTV. To calculate exporter's sales
price we used the-packed. c.if. duty paid
prices of CTVs to unrelated purchasers

- in the United States. We made -

deductions for discounts. We also made
additions or deductions, where
appropriate, under the following
sections of the Commerce Regulanons

1. Section 353. 10(d)(2)(|]

We made deductions for foreign -
wharfage. foreign inland freight, U.S.
and foreign brokerage and’ har‘dnng
charges ocean frelgh‘ marine
insurance. U.S. duty and us. mland
freight.

2. Section 353 lo(e)(l)
We made deductions for commissions

‘paid to unrelated parties for selling the

merchandise in the United States. - - -

3. Secuon 353.10{e)(2) _
We made deductions for direct and

4: indirect selling expenses incurred by or

for the account of the exporter in selling
CPTs in the United States. Since it is the
CT'V and not the CPT which is
ultimately sold in the United States. a .
proportional amount of CTV selling

.expenses were allocated to the CPT

based on the ratio of CPT cost of
production to CTV cost of production.’
The total for the indirect selling
expenses allocated to the CPT formed
the cap for the allowable home market
selling expenses offset under § 353.15(c).
We deducted direct selling expenses for
credit cost. advertising, warranties and
end-of-year volume rebates.

4. Section 353.10(e)(:§)

For exporter's sales price sales
involving further manufacturing. we .
decided all value added in the United
States. This value added consisted of
the costs associated with the production
of the CTV, other than the costs of the
CPT, and a proportional amount of the

profit or loss related to these production |

costs which did not include the selling
expenses. Profit or loss was calculated
by deducting from the sales price of the
CTV. all production and selling costs
incurred by the company for CTVs. The
total profit or loss was then allocated
propoastionately to all components of
cost. The profit or loss attributable only
to thie production ccsts. other than CPT
costs, was considered to be part of the -
value added in the U.S. production.
In determining the costs incurred to
produce the CTV., the:Department
included (1) the costs of production for
each component, (2) movement,
inventory carrying cost and packing -

. expense of the components. and (3)'

material, fabrication. general expenses.

including general and administrative -
expense and general R&D expenses
incurred on behalf of the CTV by the
parent. The weighted-average quarterly

. costs of each component were converted
- ut the weighted-average exchange rate

“"during that quarter. These aggregated
quarterly costs were then matched to
the sales price of the CTV during that
quartter to determine the profit or loss.

‘he Department found no basis, such
as an extended period for production or
an extended time between receipt of the .
components in the U.S. and completion

. of the CTV, for lagging costs.

Additionally, lagging the exchange rates
for components, including the CPT.

" could materially distort the

determination since the U.S. price of the

* CPT would not be valued as the date of
sale of the CTV.

" In calculating the CPT and CTV costs.

" the Department relied primarily on the
" cost data provided by the respondents.
- In those instances where it appeared all

costs were not included or were not
appropriately quantified or valued in the
response, certain adjustments were
.made.

To determine the company’s financial
expense incurred in the production of
the CTV., the Department considered the

- various unusual aspects of the

manufacturing process. Because the
total process, including the

_manufacturing of the various

components as well as the CTV, was
global in nature, involving numerous
related companies around the world. the
Department based the interest expense

" - onthe costs incurred by the

consolidated corporate entity.
-Additionally. because this global
process required the corporation to

. finance the costs of the components for

an unusually lengthy period of time prior
to their receipt by the U.S. manufacturer.

" the Department also included inventory
" carrying costs for those components
- manufactured by related companies. To

impute this expense the Department
used the simple av erage of the

- consolidaed company'’s outstanding debt

“to calculate the financing casts of
carrying these components prior to the
completion of the producuon of the
CTV
The interest expense was based on

the consolidated corporate expense. The:
Department deducted interest income
related to operations and a proportion:!
amount of expenses attributable to
accounts receivable and inventory since
these costs were included in the cost of
production for the final determination
on a product specific basis. The interest

- expense was then applied as a
percentage of the cests of manufacutring
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" of each product. Since Httacht had very
little interest expense. only inventory

carrying costs and credit costs related:to :

selling were included in the cost of
production. .

For the major components :
manufactured by related companies (i.e.
chassis-and CPT), the Department used
the costs incurred in.producing such
components and did not rely on the
transfer prices of those components
between related carporate entities when
determining the CTV costs incurred b_\,
the consolidated corporation.

Royalty expenses incurred for
production purposes were considered to
be part of manufactunng not sellmg
expenses.

CPT and chassis costs were ad]usted

-to reflect actual costs of production.
They had been reported at transfer”
price, in the submissions. For the CPT.
the Department used the cost of -
production.for the gun manufactured by
a-related company and adjusted for the
yield loss experienced in manufacturing
the tube. The Department also allocated
general research and development and
general.and.administrative expenses of
the parent company to the CPT. For the
chassis, the Department recalculated the
general and administrative expenses of

the company manufacturing the chassis -

as a percentage of cost of sales, and
allocated general R&D and general and
administrative expenses of the parent
company to the chassis on a cost of
sales basis. For other additional _
manufacturing costs incurred in the U.S.,
the Department included trading house
expenses related to the components, "
inventory write-off expenses, and an .
allocated amount of general R&D and
general and administrative expenses of
the parent company to:the CTV on a
cost of sales basis. Packing expenses of
the CTV were revised to reflect verified
costs. Inventory carrying costs were
calculated for the CPT and chassis. -

Foreign Market Value Calculations '

In accordance with section 773{a) of
the Act. we calculated foreign market
value based on delivered. pached. home
market prices to unrelated and related -
purchasers. We included sales to related
purchasers pursuant to 19 CFR 353.22(b)
when the prices paid by those

purchasers were at or above the prices

paid by unrelated purchasers. We made
deductions, where approriate. for inland
freight. handling and insurance. We
subtracted home market packing and
added U.S. packmg to home market
prices.

Where U.S. price was based on
purchase price sales,'we made
adjustments to foreign market value

E

under the followmg sections of the
-Commerce Regulattons '

1. S_ectton 353.15(3), (b) - l v

-Circumstances of sale adjustments
were made for differences in directly -

. related selling expenses in the U. S.and

home market for credit expenses.
2. Section 353.16

Where there was no identical product
in the home market with which to
compare a product sold to the United
States. we made adjustments to the -
foreign market value of similar
merchandise to account for differences
in the physical characteristics of the
merchandise. These adjustments were
based on differences in the costs of
materials, direct labor, and directly
related factory overhead.

"Where U.S. "price was based on
exporter’s sales price we made
deductions from the prices used to

- calculateToreign market value under the

following secttons of the Commerce

'Regulatlons .
L Sectton 35313(c)

- We made deductions for credit costs

dicectly related to sales and indirect’

selling expenses incurred by or for the
account of the respondent'in selling the
CPTs in the home market. The amount
of indirect expenses deducted was ~
limited 1o the total indirect expenses
incurred for CPT sales in the United
States. The total indirect CPT expenses,
as noted in'the U.S. Price Calculation

* section of this notice, were derived by
“allocating to CPTs a proportional

amount of CTV selling expenses.

Currency Conversion

For comparisions mvolvmg exporter's”
" sales price transactions, we used the..

official exchiange rate on the dates of
sale since the use of that exchange rate
is consistent with séction615 of the

. Trade and Tariff Act to 1984 (1984 Act).

We followed section 615 of the 1984 Act
rather than § 353.56{a)(2) of our
regulations because the later law

‘supersedes that section of the

regulations. For'comparisons involving
purc.hase pnce transactions, we made

- currency conversions in accordance

with & 353. 56(a)(1) of our regulations. All
currency conversions were made at the

' rates certified by the Federal Reserve

Bank.

.Venﬁcauon

As provided in section 776(a) of the
Act, we verified all'information used in
reaching the final determination in this

. investigation. We used standard

verification procedures including

examinaticn of all relevant accounting

records and original source documents

provtded by the respondent.

" Interested Party Comments

Comment 1: Petxttoners argue that

- CPTs which are imported as part of kits

or incomplete CTVs should continue to
be included within the scope of the
investigation. They argue that the
Customs classification of these CPTs as
“incomplete television receivers™ or
“kits” under TSUSA items 684.9655~
684.9663, which are dutiable at a rate of
five percent, does not necessitate their
exclusion from a CPT order. They cite
Diversified Products Corp. v. U.S., 572 F.
Supp. 883, 887 (CIT.1983) as.a precedent
which allows the Department to modify
Customs classification in its .
determination of class or kind of
merchandise.

DOC Position: We agree in part with
petitioners. (See the “Scope of
Investigation™ section of this notice.)

Comment 2: Petitioners argue that

CPTs sold to related parties which are

subsequently incorporated into CTVs
before they are sold to unrelated
customers are properly included within
the scope-of the investigation. They cite
section 772(e) of the Act as giving the
Department authority to include
merchandise which is further
manufactured within the scope.

. The respondent argues that the
Department should not include these -.

. transactions in the scope of this

investigation since (1) the CPTs are sold
as complete CTV's which are different
products, sold in different markets, for
which prices are determined by different

- market forces; and (2) the U.S. value -

added provision applies only when"
exporter’s sales price calculations must
be made. It contends that the
Department could use the transfer price
of these CPTs to related parties and
base U.S. price on purchase price, thus

- ‘making it unnecessary to investigate

these CTV transactions.

DOC Position: Section 772(e) of the
Act requires the Department to make
adjustments to exporter’s sales price
where the imported merchandise under
investigation is subject to additional
manufacturing or assembly by a related
party. In this instance, CPTs are
imported from Singapore by relsted
parties where they are further
assembled into CTVs before being sold
to the first unrelated party. Therefore, in

order to determine the U.S. price of the

CPT, we properly deducted the value

"added to the CPT after importation.

The use of transfer prices between
related parties to determine U.S. price is
not provided for in section 772. See the

“U.S. Price Calculation™ section above
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for a discussion of the methodology
used.

Comment 3: Petitioners argue thdl the
Department erred in its preliminary’
determination by failing to impute the
inventory carrying cost associated with
obtaining CTV components from related.
suppliers in calculating the cost of
manufacture for CTVs. Petitioners
maintain that the inventory carrying
cost of the CTV components should be
based on the time-is-inventory at the
related suppliers’ premises and the time-
in-transit to the CTV production line in
the United States.

.+ DOC Position: We agree with the
_petitioners. We have imputed inventory

carrying costs based on the time the,

.company financed such costs prior to

the date of completion of the production
of the CTV. We have included those
costs in calculating the cos! of
manufacture of the CTV. :

Comnient 4: Petitioners stale that the
inventory carrying costs-incurred for
CPT's prior to the time that they are
incorported into a CTV are CTV
production costs rather than CPT costs.
The respondent argues that these costs
stould be considered CPT costs.

DOC Position: We agree with the
respondent. Inventory carrying costs
related to components which were
added during the production of the CPT
were considered as part of the value
added in the U.S. because such custs
were an integral part of these
components. Likewise, the Depariment
considered the inventory carrying costs

ul the CPT to be an integral part of the

. CPT costs prior to the importation into

“the United States.

Comment 5: The petitioners dll(-;,e that

the Department erred in its methodology
- “of computing the exporter’s sales price

offset cap. They contend that the . -
Department should not calculate an
offset cap for CPTs from the.CTV

indirect selling expenses because selling.

expenses for CTVs will always be
higher than those for CPTs. Rather. it _
should use indirect expenses of selling
CPTs in the U.S. market to the related.
CTV producer for the exporter's sales
price offset cap.

DOC Pusition: We disagree. Since it is
CTVs and not CPi's which are
uitimately sold in the U.S. and a1l selling
vapénses occur at the time of the CTV
sale. we have prorated the seliing

-expenses of CTVs to refiect the shure of

selling expeuses attributable to CPTs for
the purposes of cri:ating an exporter's
sales price of{set cap. We view this
methodology as more equitable and
accurate than that proposed by .
petitioners. Petitionegs’ methodology
would not be accurate because the
respondent sold CPTs to related

companies in the U.S. and the indirect
selling expense incurred on such sales
would not be representative of such
expenses had the sales been to
unrelated parties.

Comment! 6: Petitioners argue that the
methodology used by the Department to
determine U.S. price for imports of CPTs
by reluted parties is statutorily
mandated under the value added
provisions of section 772(¢:)(3) of the Act
and is supported by Department
rcgulahune and practice. However, the
Department should not add profit to the
CPT in those limited situations where
there is evidence that the CPT is being
transferred at prices below its cost of
production or where the respondent's
entire CPT operation is unprofitable. In
such instances, the profit accrues to the
CTV and not the CPT.

The respondent argues that the
abserice of any reference to profit in the
“value added” sections of the statute or
regulations is evidence that the law
never contemplated such an adjustment
and is. therefore, limited to costs
associated with manufacturing or
assembly in the United States.

DOC Position: We agree with
petitioners, in part. It has been our -
longstanding practice to deduct the
profit (or loss) associated with U.S.
valie added when the related party in
the United States performs further
manufacturing on the imported product.

We do.not agree. however, that the
adjustment should be limited to those
situations where the transfer price
exceeds the cost of producing the CPT
or where the CPT operation is
profitable. The profitability of the “sale"”
of the CPT to the related importer
derives directly from the profitability of
the subsequent sale of the CPT because
this is the first sale to an unrelated
customer. Whether the transfer price for
the CPT is less than or exceeds the cost
of producing the CPT does not affect
that profitability.

Comment 7: The respondent argues
that if piofit is considered an
appropriate part of U.S. value added. the
Department should inclide movement
chatgeés and duties associated with
transporting CPTS to the U.S. as a part
of the cost of manufacture of the CPT for
purposes of caleuliting CPT profit.
turthermore. the Department should not
add any profit attributable to CTV
seliing expenses to the value added
since secticn 772(e)(2) limits the
application of increased value to the
process of manufacture or assembly
performed on the imported merchandise.

Petitioners argue the Department
should not allocate profit to CPT
movement costs because these are costs
attributable to the production of the

CTV in the U.S.. not w the production of
the CPT. Furthermore. profit arising from
selling expenses is properly a part of
value added because the amount of
profit earned on the suie of a CTV is
directly affected by the cost to make it
and the cust to sell it.

DOC Pusition: We agree with the
respondent that section 772(e}{3) of the
statute limits the value added deduction
from U.S. price 1o any increased value
including additional material and labo:
resulting from the process of
manul'acluring or assembly. Material
and labor were specifically identified as

‘ elements of increased value. Not only

were selling expenses not contemplated
as elements of increased value. they
were specifically provided for in section
772(e){2) which calls for the deduction of
expenses generally incurred by or for
the account of the exporter in the United
States in selling identical or
substantially identical merchandise.
Therefore, we did not include in the
value added to the CPT in the U.S. uny
profit attributable to CTV selling
expenses.

We also agree with the respondent
that CPT movement costs should be
included as CPT costs in the allocation
of profit to CPTs. Such costs are
incurred prior to importation whiie the-
vialue udded provisions apply to any
increase in value made after
importation.

Conunent 8: Petitioners argue that in
making its final calculutions. the
Department should include the U.S.
exporter sales price sales which
respondent claims involved damaged
CTVs. They contend that Hitachi has
not established that the merchundise
was damaged or that the sales were not
made in the ordinary course of trade.

DOC Position: We disagree. We

~verified that the salcs in question
“involved damaged merchandise. We

have not considered them in mnkmg this
determination.

Comment 9: Petitioners drgue that
home market packing ard intand freight
should be reduced by the amount of
profit earned by Hitachi Express. Pte..
Ltd. on the services it provided the
respondent because the two companies
are related.

‘DOC Bosition: The question is mott.
Since the home market and U.S. packing
churges and inland fright were identical.

_the profit earned by the related

company that packed Hitachi's CPTs
was included in both home markel and
U.S. packing charges.

Comment 10: Petitioners note that U.S.
import statistics during the period of
investigation show the entry of over
i27.000 incompleie television recuivers
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from Singapore, far in excess of the
number of CPTs reported as Hitachi's
U.S. sales. Since Hitachi is the only
known producer of CPTs in Singapore,
petitioners conclude that it is possible
that Hitchi's unrelated home market
customers shipped Hitachi CPTs to the
U.S. Petitioners maintain that, were this
the case, Hitachi either knew or should
have known the ultimate destination
was the U.S. Therefore, Hitachi's home
market sales to unrelated customers
should not be used as a basis of forelgn
market value,

DOC Position: Because all home
market sales of the identical or most
similar model were made to related
customers, we have used only sales to
related customers in determining foreign
market value.

Comment 11: Petitioners argue that
the Department should not include
royalty expenses associated with U.S.
exporter’s sales price sales in
production costs if the royalty expense
is directly related to sales.

DOC Position: Since the royalties
were paid for tech~ical and production’
related expertise, tnese costs were
included in the cost of production.

Comment 12: Petitioners argue that
the credit expense on U.S. exporter's
sales price transactions were improperly
reported. They note that respondent
averaged all credit expenses for all CTV.
customers rather than reporting actual
credit expense on a sale-by-sale basis
and based the average on the entire
fiscal year rather than on the period of
investigation.

DOC Position: While we would prefer
to make credit adjustment on a sale-by-
sale basis, this is not always possible. In
this instance, we found that the
respondent’s method of allocating its
accrued credit expense was reasonable
because records of its individual sales
are n:.aintainzd at its selling office
across the United States and because
our review of selected invoices
confirmed the accuracy of the accural
method of accounting for credit
expens-:s. The average age of accoun!s
rece’ivable used was verified to have
be on based only on the period of
investigation, not the entire fiscal year.
¥or this reason. we have accepted the
credil expense reported by the
respondent.

Comment 13: The petlitioners argue
that the respondent improperly reported
the advertising expense on U.S.
exporter’s sales price transactions by
allocating total adversiling expense to
all products on the basis of sales value
rather than reporting the actual, model-
spacific expense for the products under
investigation,

DOC Position: While we agree in
principle with the petitioners, the
allocation methodology employed by the
respondent is reasonable since the . .
respondent’s accounting records for
advertising expenge are not maintained
on a product-specific basis. We verified
that all of the products to which total
advertising expense was allocated were
consumer goods sold through channels
similar to those for CTVs and that each
category of advertising expense related
to all products.

Comment 14: Petitioners argue that’
the Department should impute a freight
charge for U.S. exporter’s sale price
transactions because the respondent
allocated the freight expense improperly
on the basis of sale value rather than
volume or weight.

DOC Position: We agree in principle
with the petitioners. However, the facts
of this case necessitate our acceptance
of the allocation of the freight-out
expense on the basis of sales value
father than volume. We verified that
each of the respondent’s shipments

- contained a variety of products, the mix

varying from customer to customer. The
freight invoices the respondent received
generally did not itemize charges for
shipments covered. Given the

complexity of calculating freight on any

other basis. we accepted the allocahon
based on sales value.

Comment 15: Petitioners argue that .
the discounts and rebates granted on
U.S. exporter’s sales price transactions
should be recalculated on a sales- -
specific basis rather than on an average
basis. Hitachi argues that reporting sale-
by-sale amounts would have been an
enormous burden given the number of
exporter's sales price transactions and

" the fact that many of the sales records

are kept in regional offices throughout
the country. Hitachi further views
petitioners’ ob;ectlon to averaging for
U.S. prices &% only a one-sided
argument.

DOC Position: We agree with the
petitioners that the most accurate
reporting of these discounts and rebates
would be on the basis of individual
sales. However, given the burden of
reporting the amounts for each sale, we
have determined that the averaging of
these discounts and rebates closely
approximates their effect on Hitachi's
sales prices. In addition. at verification

" the total amounts reported for each

category were tied to Hitachi's eudited
profit and loss statements,
demonstrating the reliability of the
discounts and rebates reported.

Comment 16: Petitioners argue that
because the amount of volume rebate
reported for U.S. exporter's sales price
sa'es was verified to have bren

understated, the volume rebate should
be recalculated based on the expenses
actually incurred during the period of
investigation.

The respondent contends that,
although it was not mentioned in the
Departrient's verification report of
Hitachi Sales Corpdration of America,
the discrepancy between the amount of
volume rebate reported and the actual
amount incurred was explained during
verification. The amount reported was
based on the expense accrued during
the period of investigation. The total
amount accrued for the fiscal yéar was
compared to the actual expense for the
year. The difference noted in the
verification report was due to an
extraordinarily large payment being
made prior to_the period of

investigation. For the period of
investigation the actual and accrued
amounts for the voleme rebate were
virtually identical. Therefore, the

-amount reported was accurate.

DOC Position: We agree with the
respandent. The volume rebate was
accurately reported.

Comment 17: Petitioners argue that
flooring expenses incurred in U.S,
exporter's sales price sales are a direct
selling expense rather than an indirect
selling expense as claimed by Hitachi
and should be deducted from the U.S.
price.

DOC Position: We agree. As was
stated in the Department's verification
report, the flooring expense is an
expense paid to companies who finance
purchases of CTV customers. Therefore,
we have treated it asa dxrect selling
expense.

Comment 18: Pehhoners contend that
Hitachi undereported its selhng
expenses by including service revenue
in the denominator (total sales) of the

- ratio used to allocate expenses to the
. CTVs sold.

DOC Position: We disagree. The total

" gales amount used. as a denominator in

the ratio did not include service revenue
but reflected only “‘goods sold.” :

Comment 19: Petitioners assert that
the respondent underreported the selling
expenses on U.S. exporter’s sales price
transactions by failing to report the
selling expenses that the parent
company incurs on behalf of its related
U.S. sales office. Respondent claims that
no such expenses are incurred.

DOC Position: During verification we
found no evidence of Hitachi Sales
Corporation of America’s parent
company incurring any expenses on U.S.
exporter's sales price transactions.

Comment 20: Petitioners contend that
all parent company expenses incurred in
establishing and administering Hitachi's
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worldwide supply network of
manufacturing and distribution facilities
should be included in CTV costs.
Respondent argues that all members of
the Hitachi family conduct business
with one another on a strictly arm’s
length basis and the transfer prices and
production costs reported were
complete.

DOC Response: The Department
includes all costs necessary to produce
the merchandise under investigation. In
the submission, Hitachi, Ltd's general
and administrative expense had not
been allocated to the chassis or CTV.
For the final determination, we have
‘allocated general and administrative
‘expense incurred by Hitachi, Ltd. to

“these items on a cost of sales basis.

Comment 21: Petitioners argue that
‘the Department should include
inventory write-offs of obsolete parts in
the cost of production since they
represent expenses incurred in
producing the product.

DOC Response: The Department
allocated a portion of write-offs
recorded by Hitachi Consumer Products
of America's plant to the cost of
production of the CTV since they were
considered to be costs incurred to
produce the products. The Department
agrees that obsolete parts are expenses
incurred in normal operations which
must be absorbed by current production.

Comment 22: Petitioners assert that
the respondent failed to report the cost
of packing completed CTVs and that
these costs must be added in the value
added adjustment.

DOC Position: The respondent
reported packing costs for the CTV
separately from the CTV cost of
production. In making this determination

‘+» the Department recalculated the CTV-.

packing costs and included them in the

CTV cost of production. .
Comment 23: Petitioners assert thet
Hitachi under-reported production costs
by failing to include the administrative

costs incurred in CTV component
distribution by related trading houses.
Respondent maintains that no trading
houses were involved in the
transactions in this case.

DOC Response: Where applicable the
costs incurred by the trading houses for
the chassis and the CPTs were
considered to be part of the costs of
these components. The CTVs which
were produced with CPTs from
Singapore did not utilize the Hitachi,
Hong Kong trading houses to transport
CTV components to the United States.

Comment 24: Petitioners claim that
Hitachi understated R&D expenses since
it allocated neither general nor product-
specific R&D expenses incurred by
Hitachi Ltd. to the chassis or.to other

component production costs. Th_ey argue
that, in addition to factory level R&D for

CPT production, the expenses of parent *

and/or subsidiary R&D should be

iincluded. Respondent argues that the

R&D incurred in developing component
parts is covered by the royalty
payments made by related compdmes to
Hitachi.

DOC Response: The Department _
captures all costs necessary to produce
the CPT. General on-going R&D was
considered to be a necessary part of
these costs. In is submission,. Hitachi,
Ltd.'s general R&D was not allocated to
the CPT chassis or CTV. Therefore, R&D
expense incurred by Hitachi, Ltd. was
allocated to these items on a cost of

- sales basis.

Comment 25: liespondent argues that

in calculating CTV cost at the

preliminary determination, the
Department mistakenly doublecounted
certain costs incurred by Hitachi which

- are associated with the packing and .

shipping of CPTs and other CTV
components. Respandent requests that
this double counting be eliminated i in the
final determination.

DOC Response: Hitachi had iricluded”
shipping and other movement charges in

‘the costs items listed as “miscellaneous”

in its submission. During verification we
discovered that such costs had been
included in the cost of production
reported by the respondent. Therefore.
for the final determination the
Department excluded the charges’
reflected in the cost of production for all
components, recalculated the charges
for the chassis and yoke and added
these new charges to the cost of
production. For the CPT adjustments.
the specific sales charges reported were
used.

Comment 26: Respondent argues that

" the Department should not include an
- amount for interest expense in its

calculation of the cost of production of
the CPT. They claim that Hitachi had no
net interest expense during the period
for which cost information was
provided. ’
DOC Response: The Department used

. the methodology described under

§ 353.10(e)(3) of the "U.S. Price
Calculation” section of this notice..
Because Hitachi's interest expense is
very low, this methodology resulted in
only inventory carrying costs and credit
costs related to sales being included as
financial expenses in the cost of
production.

Comment 27: Respondent argues that
the Department should calculate and
publish separate rates for purchase price
and exporter's sales price transactions.
They contend that, since purchase price
transactions are sales of CPTs to

unrelated OEM customers, and
exporter’s sales price transactlions
involve CPTs imported by a Hitachi
family company for use in the

- production of CTVs, it would be -
. inappropriate to average margins on

sales having such diverse marketing
conditions. Petitioners argue that there
is only one class or kind of merchandise

. under invéstigation which is CPTs. and

it is Department practice to calculate
one margin for the class or kind of
merchandise whether the sales are
purchase price or exporter's sales price.

DOC Position: Consistent with our
past practice for fair value
investigations, we are publishing a
single antidumping duty rate for each
firm investigated.

Comment 26: The respondent
contends that the Department erred in
its preliminary determination by

" including an imputed inventory carrying

cost for finished CTVs in the indirect
CTV selling expenses because: (1)
Inventory carrying cost is included in
the cost of manufacture as a general
expense found in accounts such as
building depreciation, electricity and
other expenses; (2) it is improper and
contrary to the Department's policy to
impute opportunity costs since they are
theoretical rather than actual costs; and

*(3) under 19 CFR 353.15(d) the

Department lacks the authority to
impute indirect selling expenses as
differences in circumstances of sale.

DOC Position: We disagree. The
inventory carrying costs at issue are an
imputed interest expense measuring the
financial costs of holding inventory over
time. As such, these costs would not be
included in building depreciation.
electricity, or other expenses in the cos!
of manufacturing. To the extent that a
company has borrowed funds to finance
its holding of inventory. we have

- reduced those interest expenses by the

imputed inventory carrying costs.

It has been the Department’s practice
to impute inventory carrying costs in
exporter’s sales price situations. We do
not believe these costs are theoretical
because a company is foregoing sale::
revenue as long as the merchandise is 1~
inventory. We have not treated these
inventory carrying cosls as
circumstances of sale selling expenses

-but as indirect selling expenses under

§ 353.10{e)(2) of the Commerce
Regulations.

Comment 29: Petitioners note that due
to the failure of the respondent to report
properly some home market sales where
the date of sales was altered by a price
change quotation, the home market sales
listing was verified as incomplete.
Petitioners maintain that the



Federal Register / Vol. 52, No. 222 { Wednesday, November 18.'1987 .I:Noticea

B-48

44197

Department should obtain information
on all such price adjustments.

DOC Position: On August 17, 1987, the

respondent submitted a corrected home
market sales listing which we are
satisfied completely reports all of the
sales at issue.

Comment 30: Petitioners argue that
Hitachi should not be allowed to
increase either the packing or inland
freight charges of home market CPT's by
including the cost of transportating
CPTs to the warehouse. .

DOC Position: This issue is moot. In
the revised sales listing submitted
October 9, 1987, neither home market
packing nor mland freight were
increased. .

Comment 31: Petitioners argue that
the respondent's claim for inland
insurance in Singapore should be denied
because payment of the insurance
premiums could not be verified. The
respondent maintains that, although the
premium has not been paid, Hitachi is
nonetheless liable for payment and the
charge is, therefore, justified. .

DOC Position: We have granted the
claim for home market inland insurance.
We verified that the insurance contract
was in force at rates corresponding to
those reported. We assume that Hitachi
is liable for payment of the premium and
thus has incurred the expense,

Comment 32: Respondent argues that,
despite comments to the contrary in the
verification report, the indirect selling
expenses of Hitachi Electronic - -
Components, Ltd. {Singapore Office) -
(HITEC) were not overreported. In
particular, the respondent contends that
HITEC's payment to its parent office in
Hong Kong was properly included in the
indirect selling expenses because that
office performs administrative services
which are essential to all HITEC
_operations, including CPT sales. ‘

DOC Position: We disagree. During
verification we discovered that geveral
expense items which were related
exclusively to semiconductor sales had
been included in the total indirect
sclling expenses-which were allocated
to CPT's. We aiso established that the
Hong Kong office selis only
semizonductors. The respondent was
unable to provide any evidence that the
operations of the Hong Kong office were
related to CPT sales. Therefore, we have
denied the respondent’s claim and have
recalculated the home market indirect
selling expenses accordingly.

Continuation of Suspension of
Liquidation |

We are dlrectmg the U.S. Customs
Service to continue to syspend
liquidation of all entries of CPTs from
Singapore that are entered. or

-w‘it'hdfawn from warehouse, for

consumption, on or after the date of
publication of this notice in the Federal
Register. The Customs Service shall
continue to require a cash deposit or the
posting of a bond equal to the astimated
average amount by which the foreign - -
market value of the merchandise subject
to this investigation exceeds the United
States price as'shown below. The
suspension of liquidation will remain in -
effect until further notice. The weighted-
averdge margins are as follows:

4

Wa&tu/p{oﬂwlem m

percent-

0

Haach Electronic Devices, P, L. ..oy 633

Al others " = $.33
ITC Notification

In"accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. If the ITC determines
that material injury, or threat of material
injury, does not exist, this proceeding
will.be terminated and all securities
posted as a result of the suspension of
liquidation will be refunded or
cancelled. However, if the ITC
determines that such injury does exist,
the Department will issue an
antidumping duty order directing
Customs officers to assess an

. antidumping duty on CPTs from . .

Singapore entered. or withdrawn from
warehouse, for consumption after the
suspension of liquidation. equal to the -
amount by which the foreign market
value exceeds the U.S. price.

This determination is published ..
pursuant to section 735(d) of the Act (19
US.C. 1673(d)).

“November 12, 1987.

Gilbert B. Kaplan,

Acting Assistant Secretary for lmporl
Administration.

|FR Doc. 87-26592 Filed 11-17-87: 8:45 am|)
BRUNG CODE 3510-03-4
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APPENDIX D

JU.S. CUSTOMS SERVICE RULING ON THE CLASSIFICATION OF
COLOR PICTURE TUBES ACCORDING TO CHIEF USE



- W”//Jé//

DEPARTMENT OF THE TREASURY

U.S. CUSTOMS SERVICE _'{Q ’ 4
CUSTOMS INFORMATION EXCHANGE JUL 18 ‘%3 )
A
SUBJECT: INTERNAL AIVICE: EEADQUARTERS RULING _ CLA-2:CO0:R:CV:S
‘ 067255 SC
MAR 212 1983

Clmasabl - ortesy & ¢/ife3

This ruling concerns your request for Internal Advice No. 33/81
involving the tariff classification of certain television picture tubes
imported from Japan.

FACTS:

Information has been submitted by the importer in an effort to estab-
Tish chief use. As a result, a variety of cathode ray tubes have been
depicted, tncluding the 340BKB-39, which has a green phosphor, and the
 3708UB22(L), which has l-lqng-persistence phbsphor. However, on the basis
of the 1nfbrnation before us, it appears that a maJority of the tubes 1ncluded
have medium-persistence B-4 (white) or B-22 (red-green-blue color) phosphors
such as those used in ordinary television picture tubes. Some are of average
resolution and others are high-resolution types. )

Additiona\ information indicates that sbme of the tubes in question are
imported with a special}shadow mask which makes it 1mp9ss1ble fo show {mages
of moving objects. This speﬁial shadow mask has circular holes instead of

the eliptical holes of the sKadow mask used in conventional color television -
picture tubes. |
ISSUE:

I
Whether certain cathode ray tubes are classifiable under the provisions
for television picture tubes in items 687.35, 687.42, and 687.43, Tariff

Schedules of the United States (TSUS), or as other cathode ray tubes under
ftem 687.54, TSUS. | |

CUSTOME INFORMATION EXCHANGE CODE 30490 .u's.mrm.wmmvou 10048
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~ LAW_AND ANALYSIS

6eneral Headnote lO(e)(i) TSUS provides

(e) 1n the absence of special language or
context uhich otherwise requires----x,; o

(i) a tariff classification controlled by. use (other e

" than actual use) 1s to be determined in accordance with:the use

in the United States at, or immediately prior to, the date of

- importation, of articles of that class or kind to which the

imported artfcles-belong, and the controlling use 1s the chief
use, {.e., the use uhich exceeds all other uses (if any) com-
bined; o ,

Me have exanined the information uhich the importer submitted in his-
effort to establish chief use of the tubes in question The chief use of
an article §s the use in the’ United States of articles of that class or kind
to which the imported article belongs The importer has submitted only in-
formation’ as to hou the imported article is used but he presents no {nforma-
- tion concerning the use of nerchandise of the same class or-‘kind produced by
other suppliers and domestic nanufacturers of such tubes. Hhile we recognize
the difficulty in establishing 2 definition for a: television picture tube
because of the rapidly changing.technolOQy. the 1.E.E.E. Standard Dictionarx
of Electrical and Electronics Terms defines a picture tube as a cathode-ray
tube'used to produce an inage by variation of the beam intensity as the beam
sgans the raster. An essential attribute of a television picture tube 1s {its
Mability to produce a visual inage of a scene. It can be observed that all
‘cathode ray tubes operate in the same manner. The electrons fall in the form
;of a beam on. the face plate of the tube which is covered uith fluorescent ma-
teria) showing the visible images. ‘ 4', o

Television picture tubes are classifiable on the basis of chief use;

however, cathode ray tubes possessing the following attributes cannot be con-
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'-3.
sidered television picture tubes for teriff'purposes:

1. A monochrome tube having a phosphor of a color
other than white (P4 or equivalent). (Projection
televiston picture tubes excepted)

2. A color tube having long persistence (LP) phos-
phors and a phosphor otner than P22.

- 3. A color tube having shedow mask aperture
_(pitch) of,31 mil1imeters or smaller.
A .
4. Monochrome and color tubes having electron uns

-opttmized for small spot size, {.e., one mi Timeter |
or smaller. A

5. Monochrome tubes with electron guns having an in-
herent beam current 1imitatfon such as 50 micro-
amperes maximum, and color tubes with electron
guns having an fnherent beam current 1imitetion
such as 200 microamperes maximum. '

6. Monochrome tube gun elements which include elec-
_trostatic deflection plates not present in electro-
magnetically deflected systems. 1n efther monochrome’
or color tubes, the neck diameter will be larger

- compared to knoun television cathode ray tubes. -
A general ?uide 1s that 2 neck diameter of 36 milli-
meters or larger is not a television cathode ray tube.

7. Cathode ray tubes with a viewing ares geometry that

departs significantly from the standard television as-

pect ratio of 3:4 (ratio of short dimension to long : .-
dimensionl

8. Monochrome cathode ray tubes having specia1 compo-
' nents mounted or laminated to the faceplate so that . .
: stendard television {mages are not viewable 4 -
‘ It may be noted that in conjunction with other factors end not es
‘singie controiiing element, price can indicate that a cathode ray tube moy
be something other than ene intended for television viewing. Hhere the price
of a cathode ray tube exceeds that of known television picture tubes of ke
size, so as to offset the tar{ff differential, there s no 11kelihood that the

television picture tube will be used in television receivers.



CONCLUSION: .

_' In the absence of evidence that cathode ray tubes usin§ 04(?4) or B22.
(P22) phosphors are not of the same class or kind as television picture tubes,
such tubes are classifiable as television bicture tubes. A cathode ray tube
 having a spot sfze of .7 millimeters or a special mask'which makes 1t impos-
“sible to show an .dequaie pictur§ on the face of the tube would not qualify _
as a teievision picture tube. | | . |

Cathode ray tubes not meeting the criteria for television‘picfure tubés
are classifiable under the-proviﬁibn for cathode ray tubes in {tem 687.54.'_
s, -

Television picture tubes classiffable in ftem 687.42, TSUS;'are eligiblé
for Generalized System of'Pfﬁferences;treatment under section 502(a)(3) of
the Trade Act of 1974, providing for free entry, 1f the requirements of thé

Customs regulations are met.

Sincerely,

'and Value Division

District Director of Customs

U.S. Customs Service

- 300 S. Ferry Street

Terminal Island, California 90731
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APPENDIX E

THE DEPARTMENT OF COMMERCE'S OCTOBER: 1986 CLARIFICATION
CONCERNING COLOR PICTURE TUBES FROM KOREA

¢
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' MEMORANDUM FOR: - Richard W. Moreland
. Acting Director
Office of Compliance

THROUGH : William L. Matthews
S . Division Director J‘b
| . . Office of Complianced' ”,,‘l
FROM: . Laura Merchant ‘0w k7
- : Office of Compliance jt 12 J]
SUBJECT: % = Clarification of Scope and Analysis of

Comments on the Department's Telex Suspending
- Liquidation on Korean Printed Circuft Boards
and Korean Picture Tubes

ISSUE

The issue discdlscd h@tc is vhéthe: color picture tubes and
prinéqd circuit boards (PCBs) entered ;ntc the United States
separately are included within the scope of the antidumping duty
otder_oﬁ~colot television receivers, cohp}é;e.nnd incomplete, f:om
Xorea. 1f entered together (either attached or unattached) these
twvo items constitute an ®incomplete receiver” and are specifically
" covered by th? order. When entered separately, however, the PCBs

and colo:;pictﬁre tubes included in this scope ruling are not

-pcctticaily identified in the order's scope description.

Background ’
The antidumping duty order on color television zeceivers from

'xorpa applies to "color telcv;qion receivers complete and
incomplete.” The Department has not specifically included

separate 1aportat£ons'o£ certain printed circuit boards ("PCBs")



and color picture.tubes in ;ts prior ICOPEIQQf¢:}ptipn§,5 Further,
the T§U§ classifications listed in the order do ‘not “include the
-dtem numbers fot ptxnted circuit boards ‘and par:s imported wathout
a color pxctute tube 684, 98 or color picture tubes, 687.35.
However, '1nconp10te :eceivcrs . vhxch consist of a, PCB and a

color picture tube. h.ve conlistcntly been included in thc scope

" of this procced;ng.

The Internltional Trade cOnmission's (‘ITC' ') injuty
\deternination on colot tclcvinion roccivcrs tton Rotea and Taiwan

desc:;bes the covored -etchandise as follovs._,t

The tnported lrttclcs undc: investiqationl are complete
and incomplete color television receivers (CTV's)
imported from Taiwan and Korea. Complete receivers are
-~ fully assembled and ready to function, whereas
incomplete receivers and kits consist of a color picture:
~tube ‘and printed circuit board or ceramic substrate with
components, which when assembled

are capable of recaivingfa'te“evision signar

N o

ITC rinal Detetninatioa at 3-6 ('Definltton of the donestic
- {ndustry®) (emphasis added); and: - ::

. For-the’ purposes of these" 1nvolt£qations. 1n-“”

lete receivers consist of a color icLute L

‘tube ‘and a printed circuit board Oor ceramic
lubstratc with components assembled thereon. the circuit

-board or ‘substrate is'designed to perform '

intermediate frequency amplification !unctlou and the
picture and sudio demodulation functions of a'color
television receiver. Color_television

- receiver kits contain all parts necessa
manufacturing complete television rece vers.

. Various imported subassemblies and components used
in_the manufacture of television receivers nre not

sub]ect to these investigations. -

PRLTEN
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y{."u A-2-A-3 ("The Products---Description and uses®™) (emphasis
.. @aded); and finally: :

Imports of the color television receivers (Complete or
"~ Ancomplete) included in these investigationg are

€ ;.::s!u‘a for tariif purposes under TSUS items 685.11
an .14,

ld_ at A=3 ("Tariff treatment®) (emphasis added).

‘The record of the second administrative reviev of this case
discloses that exports of "incomplete ucctvcu"‘ have decreased
significantly while certain PCBs and color picture tubes, which
constitute the bulk of a color television receiver and the sole
‘parts eé-pt'tcing an "incomplete receiver®, are now being exported
to the United States in large and growing numbers. Imports of
PCBs have grown from 163,952 units in 1983 to 1,232,600 units in
©.1985, and picture tube imports have increased from 99,298 to
71@_,2_55 units _du:;thq the same period. These statistics show that
:tjnborti of PCBs in 1985 were seven times what they were in 1983,
while color picture tube imports have increased almost eightfold.
At bthc s;ne timpe, imports of incomplete receivers have declined

' sharply and imports of complete color television 'ncoivc;l have
doc;u.a'cd by 463, Based on the information available to us, we ‘
conclude that the value added by assembling the PCBs and color
p!ct\u"'o tubes in the Korean-owned ulcvts_ion .tuctouu in the

' United States tj small, and that the assembly process is simple
and ukca: ‘14ttle tiu. .’ut sizmply, imports of PCBs and color
picture tubes have surpassed imports of complete and incomplete

receivers and cppeat to be replacing thenm.
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On January 23,A1986, we invited iﬁtere;tgd parties to subr:.t
comments on 'the issue of whether Pcaé nnd_;élorupicture tubes are
within the scope of the order. Those cbnments}qre_qQﬂxgs;ed
below. | |

Comments ., S P

The Korean respondents argue that certain color picture tubes and
PCBs, when imported separately, are n9§>vi;p;g the gcépelpf;the

: order. . Théxéqggug_thntxghe Dgpa:tmgng_ohouidqulqu tbe_fd&ctrine

. of cngirgticq.ﬁ vbnqeg_tgéagoct:;ne;of'gp;;rcgigl»thehQng;ops
service will classify two ¢f'noro physically scéazate ?;§ic1es as
a oinglﬁlcoqnctcial unit (an'oniircty) only'tt the articios are
tgpogtcdlgn the qann;.higgiqté _0h4¢g ghig,lpétogc§, separate
imports of fggs aad,eong;pigtqrg,gphqslﬁpuidvgqt b;:consigétcd

- dncomplete receivers. . . . | i‘ o
TngQ:c;apndchto,tﬁzthc; cgntend ;hgﬁ pgpg:atg,PCQB lpé,coi?;
_picture tubes never Upz§ intcndcd”go be included ;n ;ﬁi;.
proceeding since the language in thc_poiitton covered on;y,
*devices which are capable of toc§£v1n§ and processing both

- broadcast electronic signals nndﬂépnvo;tiugjgposo signals into.s
visual and audio pressntation....,” and that neither a )éa‘nor |
.eologvptcturgixnbcnbyjtggelx.pqqspclg§”t§1g cqgnbiltgff _Further,
in its final dc;c:ninationﬁ;hg.xrc defin;d,'ancuploto:tépeiver'
:as. "a color picture.tube and a pg;nqu.:;tégit bqgrq,qt_ccrcnic

. substrate with .components assexbled thereon,” and .dq;d'thlt



*(v)arious xmported lubassenblxes and components used in the
manufacture of televaszon recexvers are not sub)ect to these

investxqatxons..

Daewvoo also arqués that‘.incc thcte is no domestic induit:y which
produces PCBs and assemblies for colo: tclcvistcn rcecivc:s. the

~ ITC 4id not tind 1njury to a doncstic andustty by :eason of

" imports of those yrodncts. Since the ITC never haé the

" opportunity to decsde this 1s-ue, the apptopxiate reliet vould be
a petition by the 0 s. 1ndustty pzoducinq PCBs und eolor pictute

tubes. )

Samsung argues thlt this 1. not a case vhe:e thc type of importl
has chanch since the original dctcruiultion. as vas the case with
portable electric typewriters, for example. Inports of PCBs and
color pictu:e tubes were oﬁtcrinq the United States at the time of
‘the less than fair valuc lnd tnjury 1nvcstigations and the
antidunping duty ordct. and the 17¢ did not ovcrlook or 1qnore
such anottt but tlthct spocittcally cxcludcd thcn. '

sAnsung and Daewoo fuxthor .tque that eho rsus ttc- nnnbc:o that
‘the Dcplrtannt has nucd th:oughout this procccding ahould be
accorded gtcat vbiqht Ln dceiding vhcthct ocpn:ate .atticl of PCBs
and color pictu:o tubes are covered by the order. imilo not
eontrolling on the’ question of thc order's’ lcope. the rsus numbers

are extremely useful as 1ndicuticns of the Dcpattlnnt'c und the



B-61

-G~

ITC's intent, particularly since the published TSUS coveraée has
not changed since publication of the antidumping duty order. That
coverage has never included the TSUS aumbers: for PCBs with. .

components, other subasscnblic-vyithout'pictuze”tubega or picture
‘tubes.

Finally, Samsung argues that the inclusicn of separately imported
printed circuit boards and color ptétnxc,tnbel-vlthta the scope of
the order would contravene a. eonsiotcnt line of prior

- administrative decisions 1n the- Jcpancoe television ense. The
Dcpartncnt's 1985 final tccult- notice in that case: -pccifically
cxcluded 'ccrt.;n:subaqoqubliqs not epn;jtqtnqjthe;ccuppﬂqntt
“essential ‘for receiving a bzéadciot signal and producing-a video
image® (50 FR at 30867). In reaching that decision; the -
Department relied on a Cnstolu Service menorandum from Chief
Counsel rhlddéus Rojek dated Jnﬁe 22.-1979;v‘nz;nojek.v:otg: *The
turm ‘television :ocoivcr' applies to any unit which 1s=qenerai;y
capable of zeceiéinq'a brosdcast television signal and producing a
video image.® The Rojek memorandum, in Samsung's view, effectively
adopted the doctrine of entireties and found 1ndividu.1 parts and
subassenmblies without picture tubcl to:be outside the: leopc

i - °
: ¥t

In response to the these drgunnnts.Athc domestic industry
'maintains’ that the Department has the authority and responsibility
"to ensure the integrity of its antidumping duty ordctit-alocause

‘‘the antidumping statute defines the operative event: for - .
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examination to be.the act or likelihood of -sale, .tariff

classification should .not:.constrain the Department §n. its-

- @nalysis.. Importation merely provides a .convenient vehicle :for

enforcement after examination of sales of foreign merchandise.

The only relevant question is whether the merchandise as sold to

- the first unrelated U.S.; purchaser is .a Korean. television -

. Feceiver.. The Unions also; point out-that:the Department has acted

in the past to preserve the . integrity of its antidumping duty

-orders by including within the scope of an order subassemblies of

i

.

_,gr,oduc_,h covered by those orders (citing - - .
. Cellular Mobile Telephones: and Subassemblies from Japan, 50 FR

; 45447 .(1985), and Stee) Jacks from Canada, S0 FR.42577 (1985)).

e —————
Unlike a scope decision, where. th,e‘ bcpwtncnt-;-ust consider’
whether the -"horitontal” reach: of an order covers a particular

product, . the Unions argue the issue is whether Korean - . . .-~

- manufacturers should be allowed to circumvent the order :. . ..

. ®vertically® by importing: subassenmblies and components.. .

We -agree: that the Department: has broad authority to ensure that
domestic industries receive the protection that our antidumping
duty orders are intended to prwtqc_. The purpose of.the

antidumping. lav is to protect domestic- producers 4,a9axmt~‘nln of

-dmported merchandise at less than -fair value-which have been found

to cause injury. ' Ellis K. Orlowitz Co. v. United States, 200

¥.Supp. 302, 306 (Cust.Ct.1961); City Lumber Co. v. United States.



"2%0 F. Supp sas -392. (Cust Ct. 1968). Hatsushxta Electric )

_Industr;al Co., Ltd. v. ‘United States. 6 C I T. 25 569 F Supp.

:053 859 at n. 17 (1983). :eheating denxe 3 6 C. I T. 187 573

F Supp. 122 (1983)3 lcdget-?ovhltan v. Unlted Statcl, o C 1.7.
—o 608 F, Supp. 653, 656 (XQOS). To .chtovo thts protcctton,'

7c°ngtcss charch tho Dcpcrtncnt vith thc task ot viqorously

;.nforcing the Tariff Act of 1930 (“the ?Atitf Act'). ‘See H.R.

Elcp. ¥o. o, 96th cong.. 2a gess. 48 (1919). s

'An 1-pottant eonponcnt of the Dcplrtnent'o brond cnfozecncnt
":ctponxibility 1- 1tluinq qntidunptng duty oxderl and nonitotinq
coapliunce vith thosc orda:s undcr ocction 751 ot the Tariff Act.
The nntidunping duty ordc: 1- thc tt:st otcp in ontorccncnt of the
%eonoequcncon -lndatcd by tho Taritt Act vhin IIICI h.vo hocn made
| at less than tniz valuc. Sce Roxal Bus nets Hachinea, Inc. V.
'-Unitcd States, 1 c. .r. 80 501 r Supp 1007 1012-1013 (1980).

rhc ttadc Aq:cemcntc Act ot 1979 xctlccts cOngrcss s eoncc:n with
'cxpeditious collcctton ot antidunping duttec fu:sunnt to an order,
" and mot vith pxoviding oxccptioms to or avotdcncc of anch

ncollcctiou. Asnhi Chcnlcal !nduotgx o2 Ltd. v. Unitod Statos. 4
‘c.x.r. 120. sca r.supp 1261. 1265 (xocz). o

T N SR '
It 1. clcar thnt on: tccponsibiltty to ou!orec nnttdunptng duty

.otﬂcts tncludes tho tcsponltbllity to .ce thnt thoso ordcto

:nchiovc thci: 1ntcndcd purpose:, the protoction ot s Unttcd States

'1ndnstry aqninat an 1njuttouo onfnlt trcdc pructteo. cantess s
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intent that we undettake this responsibility 1: obvious trow the
ove:all scheme Congress onactcd for vigorous and aqgressive

‘ndmxnistration of the antidumpxng lav. of vhich the provisions

pertaining to antidumpinq duty otdcrs are a cznctnl eonponent.,

lespondents utgc us to rulo that thc.c lcpltatcly 1nportcd PCBs
‘nnd color picture tubcs .tC not vtthin thc scope of the ordct.
‘!b make .uch n docisxon. ve vould hnve to lqnozc thc fact ‘that the
‘vast najority ot colo: tclovision r.e.ivcrs tron Korea = vhether
conplcte or 1nccnplete - atc aou boing 1n90ttcd as ocpnratc
cntrics of rcas and color pictu:c tnbcs. xt e tulc as rclponden:s
.?propose. thc ordcr vill no lonqer utto:d thc doneatic 1ndnst:y the
"protcction it vas dosigncd to ptovxac ngainst 1nportn at less than
:fait value of lll Koroln colox t.levtotom tccoivors. couplete and
‘zinccmplete, thatdless of thcit tnritf clncnification. “Under
’tcspondcnts' 1ntcxptctation o! the antidunpinq law, ‘the order does
.Rnot lpply vhcn thc tvo untts co-prilinq an anonplotc :cccivet (a
iptoduct clcarly vtthtn the scope of the o:a.:) are ontc:cd
ocpatatcly. but ltl .nappod toqcthc: lhottly thotouftc: for sale
'no 1nconp1.tc :ccoivots. CGag:tso eould not hive intended this
'rcsult: not only aces it -nko no ‘sense 1n viev of thé ‘protective
purpose of unttdunping ordc:l. bnt tt 13 clcaxly coattadictca by
the 1091.1.t1v. history discussed above. Unless separately
1-pOttod rcss and colox ptcturc ‘tubes ’ lxo vi:hin thc ocope of our
. ordet. ve eannot meet our ebliq-tion o’ catoreo the statute and

‘ the o:dcr vill not !ul!tll 1ts 1nt.ndod purpo:o. .Pecause this
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scope ruling is necessary to meet our obligation under the

. antidumping duty lnv. we believe this action is thuiged_by

statute. Sece Ambassador Division of rlorsheim Shoe CO. v.

United States, Apponl uo. 04-014 at 6-9 (11/19/84). Thcrefore.

none of the tochniccl .rgunenta xospondontc otte: to justify our

cbdtcating this tcopoasibiltty to pc:luasivc.‘

The 'doctrtne of cntirctics' tl a n-ans tox -sltgninq rsos item
nunbers to two or more articlcs 1nportcd scparately. The Customs
clnllificatton 1.:00 that the doct:tne hclps tcsolveiis vhether
the itcns are to be nssiqnod nornal cultcns dutics .eparatcly or
togcthcr as one cutixoty. Soc. e.g., nattel, _ ,hﬁ‘ .
‘Znc. v. United suus. s c.i.r. 323 (1984), and, é.us cu.a
| tho:oin. I.spondents state that in a11 ot thc cnti:.tios cases,
: :cqcrdlcss of their eutcone. the articloo nndet eonsideration wvere
} imported 1n thc same eontainc: or ohipmon;.: rhey axgue that since
'thc PCB: and color picture tubol do not I.Ct thta throshold
'erit.tion. they cannot be considetod 1neonplotc :ceeivcts nnder

the cntirctics doctrtnc.

As Gold Stnr and Scaxth eottoctly potnt on:. hounv.x._é‘g:

qunttnnnt is not required to tollov c“utn-s classification

pttnctplcs in dctctlintng vhether parttcular .:tlclcs .rc vithin
the scope of an order.” Our -nndato nndct ooctton 751 o! the

" sariff Act is to deternine, for cach entry of :ho cla.s or kind of

-erchandisc covcted by an ordot. the amount by vhich thc torcign
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urkét vaiue Aei-u":ee'ds the United States pfiu. ‘l‘hewbqepaftment has
the n’:tﬁoxity to deiemihe whether an impofiéd prodd.ct is within
that clan or kind of nerchandise covered by an order. See
Y.xcnu Gas Chemiccl !ndustg c°. Ve United Sutes. 7 C.I.T. 138

(l!“)s Alsthom Athntxgue, et al. V. United Stltes, et 11.,
Appeal Nos. '85-2082, 85-2158 (March 24, uu). rox the purpose of

onforctng an .ntidunping dut.y otdc:, this authority lupenedes the

‘ c\ums Service s -uthotity to clnuty urchcndin pursuant to

' gection 1soo of the Tariff Act. Determinations by m ‘Department

under the anudmnp:lnq duty law may propcrly nsult in the creati.on

' of classes of urchcnduc that @0 not correspond to
chnittcutons tonnd 1n thc tariff ochcduus, or uy »défine or
;-oduy an oxutinq clnsiucauon in a manner neither contcnphud

‘ nor desired by Cuttcln. COnvcruly. Cust.ua emot. by

' “ehnifying cotuin uaponl nndcr 'rsus tm annbcn not licted in

| -thc ozdc:. clunge the lcopc of an .nta.dunping duty o:de:. See

Mn i\uinen luchineh Inc. V. gnit.cd sutu. 1 C€.1.T. 80, 87 at
n.18 (1930). In tnct. t.hc ruut Act autbotun tbe Department to

instruct the Cuatoms Service as to the patucnlu urch-ndiu
mnd by n p:culu.nary or ﬂ.aal nnudu-pnq duty determination .

or an ntuming dnty otdc:.

While ln some cnn wve ncvort.hohn u.nd it useful to refer to
‘rsus clnuucauom to descttbc the serchandise included in the
scope of a dctcrminauon. we ‘do not und the "entireties dottrine®
helpful tn roiol;rtnq the issue ptou.nud bere. xt we ndopt a



. B-67

C-12-

strict "entireties® cpp“foacﬁ_here the :o'i'-de.:; irxii no vlonger provide
. a U.S.:industry with effective protection against saies of
importec complete ané incoxﬁplete color television receivers U.E.
:‘ar dumpeé praces. We oég ‘ho ‘zedson to ciéht"g this doctrine abéve
oﬁr’ ‘clear responsibility ‘to enforce the order, since the S
.doctrine's :uhd‘cxlyia‘g policy of allowing ‘importers to ‘select the
j"nost'-' advantigeous classification ‘poutbic‘.'if adopted in this

. case, will undermine the intended’ purpou of the o:cur ‘and

. contraverne: the purpose of the nnttdumping hv. :

e ke e

For similar reasons, we' i-i’sb £ind' that the absenceé of the TSUS
nunmbers covering PCB: and’ color Ppicture’ tubn from the list of
TSUS numbers used throuqho'ui this proceeding to describe its scope
does not ‘help us resolve the "que‘stioﬁ puunud ’iéds’
‘iclassifications @o mot control the scope of an order:” Bee
Diversified Products Cog‘;':v." United States, 6 C.I.T. 185, S72

' F.5upp. 883 (1963): Bere, in fact, the order plainlj states that
it covers color television receivers “régardless of tariff
classification,” and states that.the merchandise is ®currently
“classifiable® under ceitain TSUS numbers. ‘Baving specifically

. stated in our scope language that we are mot relying exclusively
on these TS50 nunbers to’ define the scope of this proceeding, we
se6 5o Teasoh to sccord the absénce of the’ TSUS nusbers for PCBs

and color picture tubas the "great veight® respondents suggest.
Besides, since the guestion:is whether ‘merchandise currently
classifiable under TSUS numbers which have nét previcusly appeared
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in the scope'deseripiion are nonetheless cowred by the order, the

mere absence of t.hpse TSUS numbers adds notking to our analysas.

We also disaﬁieg that the lcoﬁg descraptiont £rof Prior stages of
vtﬁe Dcpa:uhent's proceeding ind'the_ ITC injury détermainatior,

. which have never explicitly referred to PCBs of color picture
tubis. precludes us from finding those products to be within the -
scope of the order. The ITA has specifically ,;’.x;,cl}_udcd incomplete
receivers in the scope description of every i»uiauoiho,d notice since
the preliminary }lcu'-than-fcir-vallue determination. Moreover, the

- ITC unquesuémbly. found injuty to a domestic industry by reasor

.. of imports of incomplete receivers from Korea. .

* which when assembled are capable of receivi

Nothing in' t.bc(. ITC linj_ux_'y:ad_euminattpn indicates that the two
items vhiéh,: when attached together, form an incomplete receiver
must be imported toqem: to constitute an incomplete receiver for
. indury purposes. . Rather, the language at pp. 3-4 of .thg linjury :
QQuMniuon. quoted above in full, specifically states that
*incomplete receivers... ‘consist of a color picture tube and
‘printed circuit-board or ceramic substrate with ecipbnonu,

[ 8 _television
: gagnai.' . {Exphasis added) .,J'mluly,. the language at p. A-3
eonecntnﬁ tarite u&amétauuu that imports oz the receivers
. included in the investigation---not the eo,vorod'z_'ptqdum

themselves---are classified for tariff purposes under certain T6US’
' pumbers. Further, the only “entireties® language in the 17C
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determination relates specifically to “compment televisaiorn
Teceivers® irhich, unlike incomplete receivers, consist ¢f tunersg,

display units, and speakers. The pertinent paragraph states thacz:

When the items are imported together (as

entireties) and classiliec as receivers thev are covered

by these investigations. However, individual items

(e.g. display units) h:portod separately are not coverec
_unless classified by the Customs Service as receivers.

18. at A-2 (cmphnu added). BNo such gqualitication appears in any
©f the paragraphs quoted above concerning iscomplete receivers.

Por this reason we disagree that the last sentence of the

paragraph at pp. 3-4, &/

~ incomplete receivers imported as entireties were covered by the

quoted above, necessarily means that only

injury deternination, and are thus the only ‘lnceupi@tc’ receivers
eoﬁud by the order. While that sentence could be interpreted tc
‘ 'ntu to tbe' two parts comprising an ueénpi'ou receiver, it could
just as easily be construed as referring to ktu. vhtch are
described in the previous muneox R

1/ . The sentence reads: "Various imported subassemblies and
emponcnts used in the manufacture of ulovuion tccuvcn are not
. subject to these investigations.® . _
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‘Color television receiver kits comtain all parts

necessary for manufacturing conplete televisxon
receivers.

This ambiguity, combined with the absence ¢ ¢ .nf "entireties”
lmqunqe 1n connect;on with 1ncunp1ete Teceavers, léads us tc
: ’conclude t.lut tnemhu tocctvcn u:poxud as npann PCBs and

= ¢olor picture tubes vcn not spocificany cxcluded t:om the final
dnjury determination.

~Pven 4f the ITC's injury determination could be interpreted to
exclude separately imported PCBs and color picture tubes, it is
‘¢lear that the ITC never considered the injurious consequences of
the 1.:9!-‘.;&10 eircmon;ion of ﬁhii‘ordcr by way of these

. separate shipments. As we stated earlier, it is the Department's
tubonubuuy to address problems of this type. Here, the érde:
. was elokly- designed to protect s Gomestic imdustry against
unfairly priced sales of incomplete receivers from Korea, which
the IIC nnquuuonblyi found to be causing injury. The quistxon Bow
is not whether ssparate imports of the two units coqadlinq an
incomplete receiver are injuring an industry in the United States,
but whether those products are within the class or kind of
merchandise covered by the order. Evidence iz the record of this
reviev indicates that incomplete Teceivers are now being brought |
ut.o the Uniua States in the ton of separatsly imported PCBs and
color picture tubn. which are atuchod t.ogouu: for sale as

incomplete receivers. Por the reasons stated above, these
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products-dre ‘Cleatly \'viti{i'h‘ the scope of the order. Because the
domestic ;ndustry is alrcady entitled unde: the order to

' pro;ecuon ‘from nles at dumped prices of !as nnd color pzcture
tubes Gestined tor asumbly mto 1ncomplctu ucexvers.’ it is no:
necessary for any U S. industry to file a peuuon to obtur

relief against imports of those products.

Pinally, precedents conceérning the’ scope of the’ Japmese

K 'ulevuion otder are ifrelevant to dupou:um ef the .cope issue
‘at hand: Each’ suqe of a procudtng adopts tbc .eope "of’ p:evious
' ‘Stages ©f that particular procudinq, Rozal luuncu luchines,
inc. v. United States, 1 C.I.T. 80, 307 F.65wpp. 1007 (1980),
agf'a, 699 F. 2d 692 (1982). The facts developed in other

_ p:occcdinqs. cvcn 1! those other proendings concern similar
;'ptoducts. do yot Qoumu the seope of the order at issue. Thus',

 we are aot ’:';cquir‘cd’to'eonfon the scope of this order to that of

the’ Jcpmuc order; mor must we consider precedents concerning the
. Scope ot tho Jupmnc ordcr in settling the issue before us. The
scope of the Japanese case, m:n has a diffsrent factual
background from the scops in this case, clearly reflects concern
that all the coversd products be capable of receiving a broadcast
signal. Since that exphasis is absent from the scope duc:;puoﬁ
in thp Xorean case, precedent resulting in the language concerning
zeceipt of a b:oadcni signal is oot hclﬁtul in clarifying the
intended scope of the Korean order. Purther, the order in this
case specifically states that it covers all color television
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Teceivers, regardless of their tariff classification. Since the
imports at issué here really amount to imports &f incomplete
' receivers, which are clutly covered 'by the ordei, we need not

. look beyond the !acu developed 1n t.ba.s p:acuda.ng in making this

detemxnnnon .

lﬁcmndntiom .

~ We recommend a_ﬂml dstermination that cetain Korean printed
e:lrcuit. boards. n'nd Eblot 'pietuzrtﬁb'cf '(nn uiua in our January
9, 1986 telex to Cnstm) be !md to be included in the scope of

the nntidmnping duty ordc: ewcttnq eolox talevision receivers

. 1
- from Korea.

" - Aeting Director
~0ffice of Compliance .

a/j/ﬁ
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APPENDIX F .

THE DEPARTMENT OF COMMERCE’S OCTOBER 31, 1986, NOTIFICATION 'TO -THE"
U.S. CUSTOMS SERVICE CONCERNING COLOR PICTURE TUBES FROM KOREA



’.-‘\ e ny ~ b O
ABGUE GoWY
UNZLASSIFIED
ROUTINE -
ANALYST LAURA MERCHANT 377-3601 DATE  (>-T4. 3.

OFFICE OF COMPLIANCE, DOC
ANTIDUMPING COMPLIANCE DIVISION

TO: ALL REGIONAL COMMISSIONERS, ALL AREA DIRECTORS, ALL
DISTRICT DIRECTORS, ALL PORT DIRECTORS, DIRECTOR,
C.1.E. . _

INFO: " DEPARTMENT OF COMMERCE, IMPORT ADMINISTRATION

OFPICE OF COMPLIANCE, ROOM B-099
PFROM: COMMERCIAL COMPLIANCE DIVISION
SUBJECT: ANTIDUMPING-CLARIPICATION OF MERCEANDISE SUBJECT TO
SUSPENSION OF LIQUIDATION - COLOR TELEVISION
RECEIVERS PROM KOREA (A-580-008)
1. ON JARUARY 9, 1986 WE DIRECTED ALL CUSTOMS OPFICIALS TO
SUSPEND LIQUIDATION BUT ROT CDLLECT A CASE DEPOSIT ON TBE

POLLOWING ITEMS:

A. PRIRTED CIRCUIT BOARDS OR ASSEMBLIES CONTAINING BUT NOT
LINITED TO

1) INTERMEDIATE PREQUENCY (IP) AMPLIPIER

2) AUDIO DETECTOR - '

3) BORIZONTAL AND VERTICAL SYNCERONIZING CIRCUITS
4) BORIZONTAL OSCILLATOR OR SWEEP ASSEMBLY

5) POWER SUPPLY, AND



PICTURE TUBES

CASH DEPOSITS ARE FOW TO BE COLLECTED ON THE ABOVE ITENS,

THE CASH DEPOSIT RATES TO BE APPLIED TO ALL IMPORTS OF THESE
' ITEMS ARE AS POLLONWS:. ' '

MANUFACTURER/EXPORTER = - . EASH DEPOSIT
' DAEWOO ELECTRONICS. co.. LTp. - 14.88%

GOLD STAR €O.; LTD. . . 7.4m

SAMSUNG ELECTRONICS €O., LTD. - . 12.23%

COTBER PIRMS - o 14.88%

KOREA EL:C'I‘RONICS CO., LTD. (KEC) AND ANAF ELECTRIC INDUSTRIAL

co.. LTD. WERE zxcnnnzn PROM THE onnsn. BO CASE DEPOSIT

',snounn BE COLLECTED FOR KEC AND ANAH

IP CUSTOMS OFFICERS BAVE ANY QUESTIONS REGARDIRG TEIS MATTER,

. PLEASE CON'I'ACT FIELD OPERATIONS BRM!CB, COHMERCIAL COHPLIANCE

DIVISION, CUSTOHS IEADQUARTERS. (21‘8 566-8121).

JOEN DURANT
' ACTING DIRECTOR
COMMERCIAL COMPLIANCE DIVISION
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APPENDIX G

THE DEPARTMENT OF COMMERCE'S MARCH 5, 1987, NOTICE CONCERNING COLOR
TELEVISION RECEIVERS AND COLOR PICTURE TUBES FROM KOREA
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(A-530-008)

Color Television Recsivers From
Koresx; Intention To Review and
Preliminary Resutts of Changed
Circumstances Administrative Review
and Tentative DeterminationTo -
Revoke Antidumping Duty Order

asexcy: International Trade e
Administration/Import Adminmnuon.
Department of Commerce.

Aco: Notice of intention to review
and preliminary results of changed
circumstances administrative review
and tentative determination to moke
antidumping duty order. © - .

sUMmARY: The Department of -
Cosumerce has received information
which shows changed circumstances
sufficient to warrant an administrative
review, under section 751(b)(1) of the
Tarill Act, of the antidumping duty . -
order on colot television receivers from
Korea. The Department has received -
fnformation in the form of & newly filed
petition Korean imports of color
pictere which necessitatesa - -
review of the scope of the calor  -°°
hlennonncelmordermtwder .
“dpleteeolwulevwon
incomplete color -
tglevhionneeivmincludingeeﬂdn
color picture tubes and printed circuit .
Mmpounﬂdd@culﬁuh

idenhnl merchanmm

reasanable basis for theDeputnmt to
review its affirmative determination -
with respect 10 separately hnpo:md
components of heomplete

feceivers.

h&nepnmenttomohtheordc-

with respect to separa lmm'lnd
muoﬂncomptlz'tyeeo )

television receivers. Therefore, we -
tentatively determine to revoke in part
the order on Korean color Television
receivers. The revocation will apply to

television :
withdrwwn from warehouse, for - -
oconsemption onor after the dateof -~
puhlnhonhthel’odnnllaﬂdcdtha
color picture tube investigation -
determination of sales at < .'f
hnhlrnlnalfthatdetmmm-
is affirmative. Interested parties are . -
invited 1o comment on these
results and tumﬂvu detemﬂutlmto it
revoke. .

AR e

m un: Mueh s.w
FOR FUNTHER IXFORMATION CONTACT:
Laure Merchant or David Mueller, .-
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Office of Compliance, Intemational -
Trade Administration, U.S. Department
of Commerce, Washington, D.C. 20230;
telephone: (202) 377-2923.

Background

< On April 30, 1984, the Department of
Commerce (“the Department”)

. published in the Federal Register (49 FR
18336) and antidumping duty order on
color television receivers from Korea. -
The order covered both complete and
incomplete television receivers.

- On Cclober 17, 18886, the Department
Issued a clarification of the scope of this

order. In this scope ruling. the .
Department clarified that the term - -
“incomplete color television receiver” in
the Korean television receiver 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,
these components constitute an
incomplete television receiver even if
they are are not imported
simultaneously, as long as they are
subsequently combined to form an

- incomplete television recejver.

On November 28, 1988, the
International Association of Machinists
and Aerospace Workers, the
International Brotherhood of Electrical
Workers, the Intemational Union of
Electronic, Electrical, Technical,
Salaried and Machine Workers, AFL-
CIO-CLC, and the Industrial Union
Department, AFL-CIO, filed an .
antidumping petition on behalf of the

domestic color picture tube industry in -

which they allege that Korean:

" manufacturers of color picture tubes are
selling this merchandise at less than its
fair value in the United States, thereby
causing injury to the domestic industry.
The Department initiated an
investigation December 22, 1886. (51 FR
45787). _

On January 15 and January 28, we
received letters from Samsung
Electronic Devices Co., Ltd., Samsung
Electronics America, Inc., Samsung
International, Inc. (collectively
“Samsung”), and Gold Star Co., Ltd.,
Gold Star Electronics International, Inc.,
Gold Star of America. Inc. (collectively
“Gold Star"), respectively. in which they
claimed that, according to the o
Department’s scope ruling, imported
.- color picture tubes and printed circuit
boards constitute incomplete television
receivers, and, therefore, are already
covered under the antidumping duty
order on color television receivers from
Korea. .

- The Initiation of an investigation an

color picture tubes from Korea has
created changed circumstances within
the meaning of section 751(b) of the
Tariff Act in the antidumping duty
roceeding on color television receivers
m Korea. We are therefore authorized
to undertake a review of our original -
determination in the Korean color
television receiver order. '

Scope of the Review

Imports covered by the review are
shipments of incomplete color television
receivers imported in individual
components, and subsequently
assembled in the United States, -
currently classified under items .
684.8864, 684.98606, 887.3516, 687.3518,
and 687.3520 of the Tariff Schedules of
the United States Annotated. '

Preliminary Results of Review and
Tentative Determination

As a result of our review, we
preliminarily determine that the
administrative difficulties associated
with the potential double coverage of
color picture tubes under two orders
necessitates a partial revocation of the
Korean television receiver order. This

.partial revocation applies to color

picture tubes and printed circuit boards
that are imported separately for final

_ assembly in the United States.

The Department strives, in every
antidumping duty investigation, to
define the scope of its order in 8 menner
which can be both easily understood-
and easily administered. Situations
arise, nevertheless, wherein it becomes
necessary to define an order in a more
complicated manner {n order to prevent
evasion of that order. The investigation
of Korean color television recefvers °
presented such s situation. A ’

In the order resulting from the Korean
color television investigation, an
incomplete color television receiver was
defined as a color picture tube and a
printed circuit board, and was expressly
included within the scope of the order.
Subsequent to the issuance of that order,
certain Korean manufacturers of color
television receivers began importing
color picture tubes and printed circuit
boards in separate shipments for final
assembly in the United States. The
Department viewed this action as an
obvious attempt to circumvent the
antidumping duty order on incomplete
television receivers. The Department,
therefore, issued a clarification of the

-scope of the televison order in which it

expressly stated that an incomplete’
television receiver would be viewed as

‘such, regardless of the form in which its
" components were imported. In other

words, if a color picture tube and &

- inwestigation prelimi

" grnted circuit board were imported in’ "~

&Ferent packages, as opposed to being
imported in the same package, they .

- mevertheless would constitute an

szcomplete color television receiver. - .. :
However, difficulties have arisen in

$e administration of this orderasa .

sesalt of the recent filing ofan .~

- axtidumping duty petition against - -- . -

inports; of Korean-manufactured color .
gacture tubes. The filing of this case has -
sresented the Department with the- .-

g&ificult situation of having to resolve .

fie potentially conflicting scopes:of two -
fAfernt antidumping duty proceedings. -
The inclusion of color picture tubes - ..
mder both the television order and any: .

- mder which might be issued on,color

peture tubes alone, could result in the - -
smessment of double duties on the same.
merchandise which would constitute.a
winlation. of our international obligations

* umder the GATT Antidumping Code.

'We are, therefore, placed in the

. pusition of trying to harmonize the

frrestigations in both the Korean - -
t2evision proceeding and the Korean, .- -
crior picture tube proceeding so as to .
poowide eflectively adequate reliefin
bxxh cases. The serious adniinistrative
aistacles associated with the continued

" cowerage of color picture tubes under *

the Korean television receiver order,
omobined with the relief to'the domestic
cnior picture tube industry which would .
remit from an antidumping duty order
ot color picture tubes if one were ~ -
iszed, have persuaded us to conclude
X ily that the investigations

wraid be best harmonized by a partial
rexacation of the Korean color television
rexeiver order. . A

Therefore, we tentatively determine to

" rexake the arder on incomplete color

television receivers from Korea that are

" inmpurted separately, and subsequently

conbined. We intend to instruct the
Cumtoms Service to proceed with -
lignidation of all unliquidated entries of
tha merchandise entered, or withdrawn,
for consumption ‘on or after the effective
dae of the color picture tube - .
determination .
witsout regard to antidumping duties,

ant to refund any estimated

antdumping duties collected with

" rexpect to those entries. The current

regrirement for a cash deposit of
estmmated antidumping duties will.
corttnue until publication of the final
resuits of this review.

This notice does not cover -
uniguidated entries of incomplete color
telawision receivers, imported
sepurately, from Korea, which are
enwred or withdrawn from warehouse,
for consumption ptior to the date of
pubication in the Federal Register of the
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liminary determination on color 4 ‘

cture tubes from Korea. The :
partment will cover any such entries. -

in a separate review of the Korea
talevision ofder. if one is requested.

Interested parties may submit written
commerits on these preliminary results
and tentative determination to revoke
within 30 days of the date of publication’
of this notice. and may request a hearing
within 8 days of the date of publication
or the first workday thereafter. Ifa -
hearing is tequle_;ted. it will be hehlil on
April 13, 1987. The Department wi .

publish the final results of the review
lnd its decision on revocation, including
its analysis of issues raised in any luch
wrltten comments or at & bearing. - '

This intention to review,
ldmlnhtnﬁve review, tentative
determination to revoke, and notice are :
in accordance with sections 751 (b) and .
{c) of the Tariff Act (19 U.S.C. 1675 (b),
{c]). and §§ 353.53(a) and 353.54 of the -
Commerce Regulations (198 CFR -
353.53(a). 353.54).

Dated: Pebruary 28, 107 B

" Gilbert B. Keplan, - ' ’ -

: mz;'"‘m‘m’ +Emport

[Plboe.l?-&‘ﬂhd&-‘-ﬂ M.'olm]
SRASG COOK 3510-26-8 .
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APPENDIX H

THE DEPARTMENT OF COMMERCE'S JULY 1, 1987, NOTICE CONCERNING COLOR
TELEVISION RECEIVERS AND COLOR PICTURE TUBES FROM KOREA
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{A-580-000)

Final Results of Changed
Circumstances Review and
Determination Not to Revoke
Antidumping Duty Order; Color
Television Receivers From Korea

. AgENCY: International Trade
. Administration, Import Administration,
Department of Commercs.
AcnoK: Final Results of Changed
Circumstances Administrative Review
and Determination Not to Revoke
Antidumping Duty Order.

SUMMARY: On March 5, 1867, the
Department of Commerce published its
intention to review and preliminary
results of changed circumstances’
administrative review and tentative

" determination to revoke in part its
antidumping duty order on color
television receivers from Korea (52 FR
6840) (CEG). We gave interested parties
an opportunity to submit oral or written
comments on the preliminary results -
and tentative revocation. We received
written comments from the petitioners
and two of the respondents.

We have row completed our review
and have decided not to revoke in part
the antidumping duty order on color
television receivers Korea.

EFFECTIVE DATE: July 1, 1987,

POR FURTHER INFORMATION CONTACT:
Laura Merchant or David Mueller,
Office of Compliance, International
Trade Administration, U.S. Department
of Commerce, Washington, DC 20230x
telephone: (202) 377-2823.

SUPPLEMENTARY INFORMATION:
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Background

On March 5, 1887, the Department o!' ‘

‘Commerce (“the Department”)
published in the Federal Register (52 FR
6840) an intention to review and
preliminary results of changed
circumstances administrative review
and tentative determination to revoke in
part the antidumping duty order on color
television receivers from Korea (49 FR
18338). The Department has now
completed that review.

Scope of the Review

Imports covered by the review are
shipments of incomplete color television
receivers imported in individual
components, and subsequently
assembled in the United States,
currently classified under items
684.9864, 685.9868, 687.3518, and 687.3520
of the Tariff Schedules of the United
States Annotated.

Final Results of Review and
Determination Not to Revoke

As a result of our review, we have
determined not to revoke in part the
antidumping dnty order on color
television receivers from Korea. Our
decision fs based upon a 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. The overlapping
coverage stems from the earlier _
inclusion of certain color picture tubes
within the scope of the antidumping
duty order on color television receivers
from Korea. On October 17, 19886, the
Department issued a clarification of the
scope of Is antidumping duty order on
color television receivers from Korea
{(hereinafter “Scope Ruling”}). In that
scope ruling, the Department expressly
stated tha! an incomplete television
receiver, consisting of a color picture
tube and a printed circuit board, would
be viewed as such regardless of the form
in which its components were imported.
Thus, if a8 color picturetube anda
printed circuit board were imported in
dxfferent packages, as opposed to being
imported in the same package, they
nevertheless would constitute an
incomplete television receiver for
purposes of the collection of
antidumping duties. The subsequent
. filing of a petition on color picture tubes
ent's
initiation of an investigation created the
potential for an overlap in the scope of
the two proceedings.

While the Department has maintained
throughout that it has no intention of
agsessing double antidumping duties on
imports of color picture tubes, the

lnmation of the color picture tubes

" investigation raised the novel question '
whether merchandise currently covered -

under an existing antidumping duty . .
order should instead be included within
the scope of a new investigation. In
other words, even though the
Department had previously determined
that certain color picture tubes were
included within the scope of the
antidumping dn!y order on color
television receivers from Koresa (see -
*“Scope Ruling™). the Department
questioned whether, in light of the _
subsequent filing of a petition on color,
picture tubes from Korea, it would be
more 8 te to removecolor .
picture tubes from the color television
receiver order and include them within
the scope of the pew investigation.
While the Department tentatively
determined that e partial revocation of

the color television receiver order would '
_best harmonize the two p

‘and
avoid the problem of the averlapping

scope coverage of the two proceedings, -

the Department, upon further reflection,
. has determined that a partial revocation

of the television receiver order is not the
appropriate means by which to resolve
the issue of double , Instead,
the Department has delermined that it
will 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 orderon .

color television receivers from Korea.
The scope of the later color picture tube
investigation will, therefore, exclude
those color picture tubes which fall

within the scope of the color television ~

recefver order.

The Department’s decision in this
regard was influenced by a number of
factors, including the strong rationale for
the original scope determination in color
television receivers from Korea (see
“Scope Ruling™), and the likelihood of
inadequate protection for the domestic

. color television industry if color picture

tubes and printed circuit boards are -,
removed from the scope of the color .
television receiver order. These
considerations have reinforced our
concern over the substantive impact of &
determination to partially revoke the -
antidumping duty order on television
receivers from Korea, as well as our -
resolve to prevent circumvention of
antidumping duty orders. Since the :
Department has determined that color
picture tubes and printed circuit boards
imported separately for final assembly
in the United States constitute
incomplete color television receivers for
purpases of collection of antidumping
duties, color picture tubes destined for

that pﬁrpose may appropriately be

~ excluded from the scope of the current

color picture tube investigatian.
The Department’s determination

. regarding the definite scope of the color
. picture tube investigation is appropriate
. and neceasary al this time in light of the

ssuance of the preliminary affirmative

» determination of sales at less than fair
- walue on color picture tubes from Korea.

Section 733(d)(1) of the Tariff Act of

".1930, as amended, requires that upon the
. lssuance of a preliminary determination,

the administering authority shall order
the suspension of liquidation of all

"' entries of merchandise subject to the

determination which are entered, or
withdrawn from warehouse, for

. consumption on or after the date of
" publication of the notice of

determination in the Federal lodslu
This provision requires the Department
o suspend liquidation on all importa of
the class or kind of merchandise
included within the scope of the . -
investigation. The Department has
decided, therefore, that it is appropriate
%0 determine at this time whether or not
those color picture tubes that bave been
included within the scope of the

" television receiver order will continue to

be included within that order or will be

. “subject to a suspensiom of liquidation
- under the scope of the color picture tube
“ preliminary determination. The failure

%0 make such a determination at this
point would in effect smountto a -.

" determination that certain color picture

tubes fall within the scope of both the
color television receiver order and the
color picture tube investigation.

Petitioner’s Comments

Comment One: Zenith contends that a
final determination to revoke in part the
antidumping duty order on color
television receivers from Korea would
be premature, unnecessary and
mappropriate. According to Zenith, &

- partial revocation of the television

receiver order would strip the domestic .
television industry of important
protection to which it has shown itself
entitled. Thus, although Zenith
appreciates the Department’s concern
over the potential admmistrative
problems that may emerge from the
color picture tube investigation, Zenith
does not believe that the appropriate
solution to the problem Ees in the
abandonment of the Department’s
carefully constructed snd sound policy
that seeks to combat biatant evaslon of

' Umted States trade laws.

" DOC Position: For the reasons stated
In the final determination section of this
notice, we agree with Zenith that a
partial revocation of the color television
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receiver order does not provide the most
approprhte' t.l"oluticm MIlp in
coverage ol the two p 8. .
Comment Two: The Unions contend
that a partial revocation of the color
television receiver order would be an
appropriate solution to the overlapping
scope of the two proceedings, but that
such a revocation need not, and should
not, take place until the Department's
fssuance of a final determinstion in the
. color picture tube investigation. Even
then, according to the Unions, the partial
revocation should be conditioned upon
an affirmative injury finding by the ,
International Trade Commission in the
color picture tube investigation. '
- DOC Position: The Department
. disagrees with the Unions both as to the
propriety of a partial revocation of the
oolor television receiver order, and as to
the appropriate time for a final
determination on the revocation. As
explained {n detail in the final :
determination section of this notice, the
Department has decided not to revoke in
part the antidumping duty order on color
television receivers from Korea. It has
made this determination concurrently
with the issuance of its preliminary
affirmative determination of sales at
less than fair value of color picture
tubes in order to avoid the suspension of
liquidation on identical merchandise

under two separate proceedings.
Respondents’ Comments

Comment One: Gold Star contends .
that the only way to harmonize the :
- overlapping scope of the two
A s is to eliminate from the
color picture tube investigation all color
picture tubes which are already subject
to the existing Korean television
receiver order. According to Gold Star,
‘since the Department determined in its
scope ruling on Korean television

receivers that separately imported color -

_ picture tubes and printed circuit boards
which are attached together for sale as
incomplete receivers are within the
scope of that order, the Department has
no choice but 1o exclude those color
picture tubes from its subsequently
initiated investigation of color picture
tubes from Korea. Furthermore, Gold

_ Star argues that the Department has a
consistent practice of narrowing the
scope of a new investigation to avoid
double coverage when faced with a
petition to investigate mechandise
already covered by an outstanding
antidumping duty order (citing Tapered
Roller Bearings and Parts Thereof,
Finished and Unfinished From Japan;
Initiation of Antidumping Duty
Investigation, 81 FR 33268 (Sept. 19,
1986); Preliminary Affirmative
Countervailing Duty Determination;

- presented by the overlap in the two
' to

Certain Textile Mill Products from
Mexico and Rescission of Initiation
With Respect To Certain Articles of
Sisal, 50 FR 301, 302 (Jan. 3, 1065).

DOC Pogition: While we donot -
necessarily agree with Cold Star’s claim
thet the cited cases are dispositive with -
respect to the unique facts presented in
the instant case, we agree with Gold
Star and are not partially revoking the
color television receiver order.but -
instead, are marro the scope of the .
subsequently initiated color picture
bube investigation.

‘Comment Two: 8amsung contends
that the Department’s tentative

. determination to revoke the scope:

decision in the television receiver
proceeding as of the preliminary
determination in the color picture tube -
case does pot correct the problem

According the

lmtoithernvokengcm '
scope ruling im its entirety, or limit the
color picture lbe investigation to those
tubes not already defined as televisions.
DOC Position: While the Department
agrees with Samsung that color picture

~tubes muist either wi!hinthoscopeof'

or the other, it has not

. one
g:dudvely determined whether, under .

circumstances, it might -
not be reasamable, froman - S
administrative standpoint. to remove &
product from the scope of an earlier

{nvestigation and include it instead

within the scope of a subsequently -
initiated investigation.
This administrative review,

determination not to revoke, and notice
are in accordance with section 751(b)
apd (c) of the Tariff Act (19 US.C. 1675
(b). (c)) and §§ 353.53 and 353.54 of the -
Commerce Regulations (19 CFR 353.53,
35356 . A

Duh&lm&lﬁ?.
Gilbert B. Kaghm, '

e Socrtory forknport
(PR Doc. 87-14040 Filed 8-30-87; 8:45 am)
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APPENDIX I

U.S. CUSTOMS SERVICE LETTER CQNCERNING THE CLASSIFICATION OF
CERTAIN TELEVISION APPARATUS IMPORTED FROM MEXICO
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'y,
DEPARTMENT OF THE TREASURY ' :
US. CUSTOMS SERVICE 3 i',
WASHINGTON . e
NOV 15 1984
AEFER TO
CA-2 QDsR:CV:V

553020 BNS

Paul D. Cullen, Esqg.

Collier, Shannon, Rill & SBoott
1055 Thamas Jefferson Street, NW.
Washington, D.C. 20007

Dear Mr. Cullen:

‘ On September 19, 1983, you filed a petition with the Customs Service
pursuant to section 516(a), Tariff Act of 1930, as amvended (19 U.S.C.
1516(a)), on behalf of several domestic interested parties. The petition
disputes Customs current classification of certain television spparatus
i[npor;.ed fram Mexico, under item 685.14, Tariff Schedules of the United Btates

TSUS] .

This response, written pursuant to 19 U.5.C. 1516(c) and 19 CFR
175.22(b), is to notify you that we have reviewed your petition, additional
coments of May 9, 1984, and all other submissions received as the result of
our notice published in the Pederal Register on January 26, 1984 (49 FR 3201)
and have determined that the current tariff classification for the merchandise
in question is correct. Our reasons for this detemination appear below.

Your petition indicates that since May of 1982, Matsushita Industrial
Company [MIC] of Pranklin Park, Illinois, has been importing color television.
picture tubes manufactured in Japan and initially shipped to its assembly
facility in Mexico, Matsushita Industrial de Baja California [MIBA]. Each
picture tube is subsequently shipped to the United States together with a
chassis and control panel which were assembled at the MIBA plant in Mexico.
‘Following their arrival at MIC's plant in the U.S., the picture tube, and
chassis and control panel assembled in Mexico are incorporated into completed
television receiver sets produced in the U.5. The production of completed
receiver sets requires the addition of a cabinet, a deflection yoke, speakers,
in same instances a degaussing ocoil, and perhaps other miscellaneous parts.
Additionally, you indicate that once assembled, the conpleted television
receiver sets require extensive testing and adjustment prior to being sold for
public consuxption. '

- After the picture tubes leave Japan no manufacturing operations are
performed on them until they reach the U.5. Rather, in Mexico the tubes, _
packed in their original Japanese shipping cartons, are loaded on trucks with
equal numbers of completed chassis and control panels, and shi to the U.S5.
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A masmwmm mmms

T e i.nitial nection of yaur petition a:nt.ains a anpmhmaive history of.
items €85.11 - 685.14, TSUS.  You conclude from this history that the Presi-
- dent had no authority to amend the TSUS in 1979 to divide then item 685.20,
TSUS, into items 685.11 - 685.14, TSUS. You indicate that since the President
nswiﬁmtauﬂntityhodwgeﬁem.mmtsmugn basis for the
existing tariff classification of items 685.11 - 685.14, TSUS, "Custams must
classify the hq:crted articles deac:ihed in this petition under their e . -
nomine designation, 'television apparatus, and parts thereof,’ unless: there
‘exIsts a specific provision for a partimlar part, in which case General.
Beadnote 10(i3), TSUS, should govern.” Pinally, you conclude that sime a
specific provision for picture tubes does exist (item 687,35, TSUS),- the:
appllcatim of ‘General ‘Beadnote' 10(11). TELS, nndates the elassiﬂcatlm of.

M agteenentbyusviththe&weugmtmﬂ.dmﬂyugﬂna
fhﬂingu\attherresidmtmviumtmumitymmﬂmm “However,
we are of the opinion that this office has no jurisdiction to make such a
finding; therefore, we make no conclusions with respect to your initial -~ .~
argument, erlwkofjuriadlcﬂonlnthiamis supported by the: absence -
of both specific and implied statutory authority canﬁn*\ing such jutiaﬂictim.
aswellasbylmuageemtaimdinj\ﬂieialaecia Likevise,m
'petium cnnt.alns no citation nwortmg an opposite cmcluslon

‘Mditionally, unﬂet 19 U.S.C. 1516, a duuestic Ml:emted party 48
. pemittea to contest only the appraised value, classification, and rate of
_duty of specific importations, and not the validity of a series of .tariff
. provisions having no relevance to the classification of the nerehmdiae ln
question, Therefore, even if we had authority to rule on the validity of
gtesidentm proclmticns An issue, our ruling under section 1516 uoum he
imited to the appncability of that item under which the merchandise in - -
question is currently being classified. (item 685.14, TSUS), and would. not
- specifically extend to the validity of the other tariff provisions umtuted
in your petition (items 685.10, 685 11, and 685.13, M). - :

CIASSI!’IQTIG! As A ASSEMELY

- mmmimofmmuummm&enmunmt j
notwithstanding the invalidity of the TSUS item numbers in question, Customs :
classification of the imported merchandise under item 685.14, TSUS, is incor-
rect. In this regard,’ mmmiumnmamys, 1984, you note -
that in our rulings on the subject merchandise and in the comments submitted
as the result of our Péderal Register notice, the subject merchandiee has: been
variously described as a Kit, an entirety, and an assembly. Additionally, you
m:hatwehmpzwiouslycitedcenerunemtem(h). 'l‘ws,lsnmo:t _
for our classification under item 685.14, TSUS. In your opinion, the ..
‘diversity of descriptions and rationales in support. of ‘Glassification. mder
ltsn 685.14, m:s, teflects, 'che mfusi.on :ln current sttans ptacuee -ﬂ

S ""‘

1. Cf. United stat'és Cnhe ar nefmers' Ass'n V.- Blbek. '3 crr 195. m, :
S44 F. Supp. 683 F.2d 399 (1982), in which
't.hecotn'thﬂicated ‘that _'a:vimsly'hasmuﬂuritybomm;ea

p:esidem:ial pmclmtinn
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corpels the need for reassessment of that practice. Aceo:ﬂhgly. we will
brieny explain our classiﬂcation. :

Initially, we note that a:nsiderable discussion has been devoted to :
defining the items contained in the inferior heading which. appears in the TSUS
yjust pri.ar to items 685.13 ‘and 685.14.° That heading teads' '

Assanblies (1nc1u!£ng kits amtaining all purts
necessary for assexhly 1nto complete receivers)

Alttoughuedomtheredecidemeﬂ;erthenetdwﬁhemqmsdmuatype
of kit, clearly it is no§ a kit containing. all parts:necessary for assembly
-into camplete receivers Addxtiomlly, it appears: that .the purpose of the
kits provision in item 685 14, TSUS, is to make it clear that such kits were
'lpecitically intended to fall within that classification.3 Pinally, the.
presence of the kits provision in item 685.14,. TSUS, mpportatl'ecmcluslm
that at least some 0f the merchandise classifiable therein need mot be .
physically fastened t.ogettm:. an anegauon dimmed 1n nore detan uter in
ﬁus letter. . : N , L
Bavimdeteminedthatthenrduﬁiaeinmu klofthe
type described mlmws.id,m.nmwﬁnwmmmts
vhich specifically support its classification therein as an assembly.

'Iniuany, when one analyzes the structure of. 1t.qs 685.11 thm 685.18.
TSUS, it is imediately apparent that the superior heading for television
receivers ‘and parts thereof contains two major subdivisions; itess 685.11 -
685.14, TSUS, for television receivers and parts having a picture tube; and

items 685.15 - 685 18, TSUS, for television teceivets parts mt having a.
..picmreube oo . K

o e ol i N 'x.«,' ,f 5

It hegnllyobvmwmthatmingtbe-ardmﬂueing;estlmm

without a picture tube, it would be classifiable under ome of the
.inferiot headings for television receivers and parts not having a picture
‘tube, in items 685.15 - 685.18, TSUS. It is therefore illogical and - -:
- {nconsistent with the structure of the tariff adn&neingxestimmtho
classity such merchandise with a picture tube under the provision for
' television meeivers and patts ‘having a pict:ure tube, asselblies, in 1tsn
€85, 14, TSUS.

2. The temm a:nplete, as it q:plies to itans 685.11 thtough 685.19, TSUs,
is defined in headnote 3(a), Part 5, Schedule 6, TSUS, as.a receiver fully :
- assenbled, whether or not packaged or tested for distribution to the ultimate
'purchaser. stmethemrdw\diselnquestimnmtcapd:leothemgmw
assenbled into a television receiver, it does not fall within the specific
provision for kits in item 685.14, TSUS. Additionally, we ‘recognize that in
our letter reconsidering Beadquarters Ruling 067477 §C of. Septmet 24, 1981
(Headquarters Ruling 067670 SC, dated April 16, 1982), the.merchandise. was
referred to and classified as a "kit® for a color television receiver. In
this regard, the April 1982 ruling, which cited General Beadnote 10(h), TSUS,
“as its basis, would have been more consistent with the lmgua;e of the TSUS
had it referred to the merchandise as an "assembly”. This inadvertance was in
all probability caused by the incoming memorandum from the San Diego District,
vhich specifically used the wn! 'nt" tat.het t.bm 'assemly'. ,

3, In the absence of the lpeciﬁc kit ptwiston in ltan 685.14, n:s, such
“kits would be classifiable as a:nplete receivers in item 685 n. £SUS,
pursuant to General Headnote 10(h), .
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, In mpport of pmpoaed classification you have cited the’ defmiticn
- for "assevbly' which applies to.items 720.70 - 720.86, TSUS. That definition,
*two ‘or ‘EoTe parts or- pieces fastened together,” is clained as pmof that the
_ assemblies referred to in item 685,14, TSUS, must be physically fastened

" togéthér. .In this regard, we note that the definition for assemblies ix_x_

* schedule 7 of the TSUS contains specific language mandating that the
assemblies contained therein be fastened together, while no such language
appears in the assemblies provision contained in schedule 6, a fact supporting
the conclusion that the assemblies in item 685.14, 'as, are not limited to
parts which are physically fastened together. ) .

Additional qvidence that item 685.14, TSUS, :lnclu!es nerd\andiee not
mysicany fastened together is found in dictionary definitions for the word
‘"assembly.” Those definitions indicate that an assembly may be either a
collectimorasselblsgeofpartsmidnmmasssﬂned, ormarticliﬁomed
from the assembly of a-collection or assemblage of ‘unassembled parts.
Likewise, as previously stated, the inclusion of the specific kits provision
in item 685.14, TSUS, also indicates that some merchandise classifiable
therein need not be physically fastened together. FPinally, information in our
possession indicates that given current design standards, it would be - ..
virtually impossible to transport television assexblies composed of picture
tubes, chassis and other parts physically fastened together, without an
unacceptably large percentage of .them being damaged. It also appears that
since at least 1977 (when a statistical annotation for color television
receivers having.a picture tube, assemblies, first appeared in the TSUS),
there have been no.such assemblies designed which were capable of ‘being
shipped p:ysically fastened: together, Under the above cimwms
agreement with your conclusion that merchandise classifiable in “item 685.14,
TSUS (other than kits containing all parts necessary for assembly into
complete receivers) must be physically fastened together would create an
orphan tariff provision. Obviously, such a result was not intended by the
provision's drafters. In conclusion, it is our opinion that item 685.14,
TSUS, is an eo nan:lne provision which specifically appliés to ¢olor television
picturettbesmportedtcgethetwithothermts-ﬂuﬂetﬁddxthe
merchandise in questicn is c.lassiﬂble. : ,

C. mmu\nmhsmmmaa :

Notwithstmding ‘the above conclusion, you argue t.hat the a;pncd:uity
of General Beadnote 10(1ij), TSUS, and the inapplicability of General Headnote
10(h), TSUS, and the doctrine of entireties mandate the separate classifica-
tion of the picture tube, and the chassis and control panel in the merchandise
in question. Initially, we emphasize our conclusion, previously discussed,
that a discussion of the General Headnotes and the doctrine of entireties is
wmecessary si.nce the tariff p:ovision in quest.im (item 685.14; '.l'SlB) clearly

4. The Randam House Dicti of the English , 89 (1973); Webster's
New Oollggiat.e Dictionary, 2; 515775; Wegter's New ibrld Dig_tmm

College Ed. 1974); The American Q:llege D ct onary,
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provides for assemblies imported with a color television picture tibe.

. 'However, we are also of the opinion that even in the absence of thé specific
" language in item 685.14, TSUS, the merchandise in guestion would still be

- classifiable as an unfinished article under ‘the eo nanine provision for
‘television reception apparatus, and parts
part of the superior heading to item 685. 14, TSUS. nxerefore, an malysis of

your argument q:pearsbelow.
not ‘met\ogmetalheadnotesmid:youcitemmeasﬁonm:

10.

I.:I.hewlae the doctrine of em:ireties and &:etal Bednote 10(h), 'IEB,

(h) unless the ocontext requires othuvise, a tariff
description for an article covers such article
'whethetasse:bledormtasaabld,-dm:et
' finiahed or not finished; - '

‘ (:lj)aprovisimtor'parts of an axrticle covers a
product solely or chiefly used as a part of such
article, butdoesmtp:wanonralpeciﬁc

~ provision formdlpa:t

hmbemdescribeduﬂdimseﬂasﬁonovs

‘Itoftaxhamensttntnerdwﬂisemistsofuoo:
- more components which are shipped together and are

intended to be used together. They may or may not be
physically joined together. ' The question arises as to

" vhether the components are dutiable separately or-

d\euterﬂ\eyaretobemideredmentiwﬁmmﬁf

- purposes, dutiable as one ccnplet.e article.

In general, it may be said that an article will be
regarded as an entirety when the components, upon

. being joined, form a new article which has a character

or use different from that of any of the parts....
Conversely, where . . . the components retain theéir
individual identities and are not subordinated to
the identity of the cambination, duty will be imposed
on the individual entitiesoftbeaﬁi.mdms

'unghﬂxeyhadbemhgo:tedupnmly.

Additianlly:

~ To a large extent, General Beadnote 10(h) embodies the
time-honored doctrine of "entireties.® Under the doctrine

of entireties unassembled parts or components are treated
for tariff purposes as though they were assembled or

conbined at the time of importation, if the following -
axﬂiumsu'e;xesmtx

(8)) mepartsorcummtsmstbedesignedorinwﬂeﬂ
to be assembled or combined after importation into the
article in question.

5. R. Sturm, A Manual of Custams Law 286-89 (ist ed. 1974).

thereof which currently appears as
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(Z)Mparuormtsmthepad:eduparmly (not-

cuuningled)inthenmem;:nmttormelne

(3) The article, 'constmctively' assa:bled or cublmﬂ _
- into an entirety, must itself fall within the product
description under consideration. That is, the "construc- .

tive" assembly or cambining of the imported parts or ..

mmnmmmmpmmmmmm

product desaiption applies.

.,«"',

'n:eleadmgwemthenbjectisnai lleddmb:lv.

lower court, the (bm-tof'axstm and’ Pahent Ameals

-beld [in Daisy-Heddon] that the imported articles -.

"wiere - properly . Classified as fishing reels * ¢.¢ ¢
because the articles uould have been mmuny
a-plete mls 1f hport.ed in - asselbled candium

'!he Daig% Beddon Gecision ltsted the followring -
t

- factors mfiately be. considered in
determining whether an hpoztad arucle MRS :
_ nbstantiany ‘completes 5 ;

() mumaanmocmtteamvm ﬁ,

-;thenmherofmcl\dedparts; Ci e
(2) Conparison ofﬁnetinenﬂefﬁart tequindt:o

ulpletethearucleviththethem!efﬁattmim

'wplaceltinitsinpotudcuﬂiumr -

'(3)mlpu1mofﬁtecostoftbemc1mmavith '

‘that of the anitted parts; o

’u)mesigmﬁmotunmmeammmm -_

'fmcuoning of the cmpletad article; and

(S)h:ademsems, ® mﬁwttdemlmm

imottatimas atticlecrnetelyasapurt
'ofthatarucl _
Inithny,vemlmeﬂmttheductrineatmtiretieehm evmtto
our determination in this case since it appears that the joining of the ixported
euupumtsdoesmtﬁomamwaruclehavingadmncurot diffezm t from -
“that"of any of its parts. Rather, that which is important is the poss 1 &y

that under General Beadnote 10(h), rsos, the hported cuq:unems form an

6. P. Peller, U.5. Custams and International Trade Guide §6.05[2] (1986).
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unfinished article. Therefore, applying t.he above headnotes and principles to
the present situation the Question essentially is whether, when constructively

assembled, the merchandise in question’ is 9 type of television reception
apparatus which is substantially complete.’/ For purposes of our. analysis, we
énitl:ially note that headnote 3(a), Part 5, se:edule 6, 1’5[5, ptwides as
ollows:

- 'Ihe pzwisions of this headnot;e apply to 't:elevision
_ atus- and thereof” provided for In Itens
usive, of this part.
(a) 'ihe tem cuplete", as used to describe :
television receivers, means a television. zeceiver.
ther or not packaged or- test.ed
for distti.butim to the ultimte purchaser. oo

Inuxqinimﬂ:eabovebeadmte specifically:zoscdbesthemidentimof
costs related to adjustment, testing and cabinetry in'determining whether the
merchandise in question, is substantially conplete. However, because the above
beadnote was inserted into the TSUS pursuant to Presidential Proclamation 4707,
the validity of which you dispute, we will analyze the issues involved as if the
headnote did not exist.

Pirst, available evidence, including ctatmts 4n: a suhnissim from
counsel representing MIC, indicates that the articles in question, “are fully
compatible with each other, and are used together in the same model color
television receiver, which is completed by MIC in its Pranklin Park, Illinois,
facility.*® Discussions with our field personnel confirm that the picture
tubes, chassis, uﬂcnntmlpmelsarecapableofbeingusedwgemer. We -
assmeintbeabaenceofmyallegatimtotbecontminmahnissimthat
theabovestatemtsuﬂti:ﬂmgsmfactuauymect R

7. Inﬁcou::te‘lmpage 17ctymmaddaﬂmtnﬁxewiginalpetitim,you
indicate that the application of the Dai Beddmczitetiainﬂxiseaseis
inappropriate because the imported mer« 'need of further proces-

- sing. Initially, we note that in Dai Bedh\themtdistinguiﬂiedthe
situation there present from one vhere, "an article is incomplete because the
material which comprises the article is in need of further processing” (empha-
‘sls added). In this regard, there has been no allegation in your petition that
any of the materials comprising either the imported merchandise or a completed

television Teceiver set needs further processing. Rather, thé “processing®
wvhich you allege is necessary consists of adjustment and’ t.esting of a completed
television receiver set. As discussed later in this letter, we have determined
thatuxttesthguﬂﬂjusﬂuxtcoetsmmtintdmicallyhmnﬂ\pvitbthe
manufacture of a completed article. Accordingly, because no constituent

- ‘giaterials are in need of furthér processing and the costs referred to & rot

"«.melategae to the manufacture of the completed article, we are of “the opinion
“that & - Heddon malysis is entirely wim for purposes of the
instant 31on.

8. mmmmfofwummmuw {March--26,
1984)
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Mgitionally, available evidence, including statements from MIC's
counsel” and information received from our field personnel, indicates that the
chassis, control panels, and picture tubes are always packed separately, and
imported and entered together, on the same wehicle, in equal mmbers and for the
same importer. It therefore appears that the second previously stated conditicn
has been met in this case.

Turning to the constructive assembly test and the Daisy - Beddon criteria
in particular, business confidential information submit MIC's counsel
. indicates that the number of parts needed to prepare the imported merchandise -
for sale to the ultimate consumer is small in comparison to the number of parts
included in the imported merchandise. We note that your petition does not
dispute the above conclusion. :

Likewise, statistics supplied by MIC's counsel, and estimated figures in .
your petition, indicate that the cost of those components added in the United
States is more than a de minimis portion of the total cost of all parts .
contained in a completed television receiver set. Nevertheless, the data also
reveals that the major cost associated with those components which are added in
the United Statés relates to the cabinet, which, in our apmim6 is relatively
insignificant to the overall functioning of the final product.'V Accord-
ingly, the cost of the components not included in the imported merchandise, and
vhich are necessary for the completion of a finished television receiver set, is
mlativ:lymumencmpuedwtbecastofthemtsinthew

- A camparison of the time and effort needed to place the entered merchandise
in its imported condition to the time and effort necessary for the completion of
a finished television receiver set in the United States initially requirés us to
ascertain those elements and processes which are necessary to convert the
inported merchandise into a finished television receiver set. In this regard,
you have included in your comparison amounts for adjustment and testing costs,
but without breaking these costs out separately from amounts estimated for labor
and factory overhead. In any event, you estimate that beteen 25 and 39 percent

9. 14. at 10.

10. In Yamaha International Corp. v. United States, Slip Op. 84-20 (March 9,
1984), States Court of Intermat Trade indicated that an organ
cabinet was not essential to the classification of certain imported components
as an unfinished "electronic musical instrument® because Congress had
specifically provided that that term encompassed all musical instruments in
which the sound is generated electronically — which can be satisfied without a
cabinet. Similarly, in the instant case, Congress specifically provided for
television "reception” apparatus in the superior heading to item 685.14, TSUS.
Accordingly, although we acknowledge that a cabinet is necessary for a completed
television receiver set to be marketed to the public, there has been no
allegation, and we are aware of no evidence indicating, that a cabinet is
related to the reception function provided for in the tariff schedules.
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of the total value of a completed television receiver set is added in the United
States, while making no estimate comparing the time necessary for the manu-
facture of the i.nported merchandise to the time necessary for oompletion of a
television receiver set in the United States. You indicate that your inclusion
of adjustment and.testing costs in your estimate is justified because the record
is unclear as to when and where the adjustments are conducted.

Although you claim it is unclear as to vhere and when the adjustments are
made, MIC's counsel indicates that test%ng and adjustment is performed after the
television receiver has been completed.!!” In the absence of contrary
evidence, we are of the opinion that the above statement must be assumed
correct. It therefore appears that such costs are not intrinsically bound up
with the actual manufacture of a television receiver set, even though they may
be necessary before a finished product can be marketed to the ultimate consumer.
Accordingly, we are of the opinion that testing and adjustment costs are not
properly part of the time and effort comparison set forth in Daisy - Beddon.
Rather (when adjustment and testing costs are not included), the data in our
possession indicates that the time and effort required to produce the imported
merchandise substantially exceeds that necessary to convert the ilported
merchardise into a cmpleted television receiver set. -

. Pinally, neither your petition, nor any of the annents teceived as the
result of our Federal Register notice, provides evidence concerning shether the
industry in question recognizes the importation as an unfinished article or
merely as a part of that article. However, there is gvidence regarding the
significance of the amitted parts to the overall of the completed
article. In this regard, we are of the opinion for the reasons stated below
that the parts omitted from the imported merchandise are relatively insigni-
ficant to the overall function of a television receiver set.

Initially, we note that we have not located any judicial decisions defining
the term "television receiver®” or "television reception apparatus,” or directly
indicating that which is necessary for an inported article to be considered as
an unfinished television receiver or television reception apparatus rather than
as a part of a television receiver or television reception Fprltus. In this
regard, even the technical publications which we consulted!

" define or discuss the tem "television receiver” in a aection or category
related exclusively to that term. Rather, all of these technical sources
mention or discuﬁ television receivers in sections related to either radios or
radio receivers,'3 and agree that all radio receivers perform three basic -

11. Submission on behalf of Hatsushita Industrial Company at 52-53, n. 31
(Hard: 26, 1984).

12. mmlgg_lia of Electronics and gtgters, 690 (McGraw-Hill, 1984); 15 The
New cl ia Britannica, (1975); The Encyclopedia Americana, 147
(International ed. 1980): Van Nostrand's Scientific Encyclopedia, 1477 (4th
ed., 1968).

13. Mumple,ﬂefimwmtmofﬂnwum
article cited wove, rexd as follows: -

The term radio covers the radiation and detection of signals
propagated through space as electromagnetic waves to convey
information. One of the chief branches ¢of telecarmmication,
radio embraces wireless telegraphy, telephony, and television.
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functions selectivity, mplificatim, and detection. More particularly, one
article'4 campares the differences between a tadxo receiver and a telev:.s:.on
receiver as follows:

The development of television has led to extensions of
the b.f. [beat frequency] principles inwalved in the
usual radio receiver but has not required any radically
different ones. The main difference between the sound
receiver and the picture receiver is in the width of

the bands which must be handled, television _

& band several megacycles wide while sound requires only
a few kilocycles. This means that the radio freguency
channels must be capable of selecting between stations
yet also pass very wide gidebands. In addition the
amplification circuits after the detector (corresponding
to the audio amplifiers of the sound set) must nti.sfacborily
amplify over a range of a few million qcles.

Alt.hough, as previously mentioned, we are not asare of any judicial.
decisions defining “"television receiver” or “television reception apparatus"
Customs purposes, or differentiating unfinished television yeceivers or
television reception apparatus from parts of television receivers or television
reception apparatus, there have been several decisions relating to unfinished
radio receivers. In the most notable of the above cases, General Electric ‘Co.
V. United States, 2 CIT 84 (1981), aff'd 69 CCPA 166 (1982), at ue was
classification of certain radio chassis which, in their condition as imported,
were not capable of use by the ultimate consumer, and which were to be cambined
with other components to produce various stereo components systems. Specifi-
cally, certain of the imported chassis were to be completed by the addition of a
power transformer, a "jack pack,” a power cord, certain internal wiring, a
cabinet, knobs, a calibration scale, an 8-track tape player, a record dxmger,
and speakers.

mnntmthatﬂleinportedd\assismqmmaedvithinthemm
neaning of the temm “radio receiver,® the court cited various definitions for

garho‘ and "radio receiver® and articles discussing radio
receivers, and noted, in agreement with our findings, that none of the
definitions or articles mentioned transformers, power cords, speakers, and
cabinets as basic components of radio receivers. Specifically, the court noted
that power transformers and power cords do mot relate to radio ofgs_
vhile with regard to the exclusion of speakers from the common meaning
receiver,® the court cited ?Mic Electronics Corp. v. United States, 77
CQust. Ct. 147, C.R.D. 76-5 (1976). In conclusion, the court that the
imported merchandise performed the basic functions of a radio receiver
(selectivity, amplification, and detection), and that it was classifiable as an
unfinished radio receiver pursuant to General Beadnote 10(h), TSUS. In making

14. Van Nostrand's Scialtiﬁc Encyclopedia, 1477 (4th d. 1968)..

15. OCooke & Markus, Electronics & Nucleonics Dictionary, 380, 387 (Mu,
1960); McGraw-Hill Encycl ia of Science and ¢ 256 (Rev. 1966 ed.);
11 Encyclopaedia Britannica, 485-486 (1970 ed.); ig %gxler's ) [ ia,
610-611 (1978); 23 Encyclopedia Americana, 121gg = 121hh (1973).




the above determination, the court specifically cited Daisy-Heddon as authority
for the proposition that classification of merchandise as an unfinished article
pursuant to General Beadnote 10(h) does not depend merely on the presence or
absence of an essential part such as a power transformer and power cord.

We conclude from the technical suthorities previously cited, and the
General Electric decision and cases cited therein, that for customs purposes the
basic function of a "television receiver® or "television reception apparatus® is
to select, aplify, and detect particular radio waves. From information

by Matsushita's counsel, and which is not contested in your petition,
it appears that the imported merchandise is capable of performing the above
m function, as well as converting a demodulated television signal into
ght.

Botwithstanding the ability of the imported merchandise to perform the
basic reception functions of any television reception apparatus, you argue that
the amission of certain parts (yoke, speakers, and degaussing coil) from the
imported merchandise should preclude its classification as an unfinighed arti-
cle. While we recognize that these components are essential to the successful
marketing of completed television receiver sets to the public, thus far the
ocourts have not relied on or adopted an argument in similar cases the
classification of an article dependent on its ability to be marketable.l’

We conclude from the above discussion that the imported merchandise
performs the basic functions of a television receiver or television reception
apparatus. Likewise, after taking Mtomtanofmegmgr;ddgcritetu
we conclude that the imported merchandise is an unfinished television receiver
or television reception apparatus pursuant to General Beadnote 10(h), TSUS.

D. SBUBSTANTIAL TRANSFORMATION, OCONTINGENCY OF DIVERSION, AND DUMPING

In addition to all of the arguments made in your petition and previously
discussed, you indicate that the imported merchandise should not be classified
as a single entity under item 685.14, TSUS, because it undergoes a substantial
transformation in the United States to become finished color television receiver
sets. Additionally, you indicate that the television picture tubes in question,
wvhich are originally produced in Japan, must be entered separately as articles
produced in Japan through the spplication of the principle of contingency of

16. Submission on behalf of Matsushita Industrial Company at 10 (March 26,
1984).

17. ¥hile the Daisy - Heddon court stated that factors other than those
specifically 1‘{%‘5‘5‘&&3@ may be necessary to the resolution of a
particular case, it noted in General Electric, for example, that the merchandise
therein was not ready or capable of use by the ultimate consumer without further
fabrication (2 CIT at 85) and refrained from relying on that fact in its
decision. .
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diversion.18 l’many, -indicate that since the imported nerdxmdise :
~lacks a yoke, aff.imation of ‘our current-classification would be inconsistent ..

- with certain mtidunpmg findings listing those components nnwsmuy cnnt.amed. _
in a television receiver.

Initially, we know of no doctrine vhich specifically precludes merchandise'.

from being classified under either an €0 nomine provision, such as item 685.14,
TSUS;, or as an unfinished article pursuant to General Beadnote 10(h), 'xsus,
because it may be substantially transformed after {sportation into the United
States. We do recognize that some- prlnciples involved in making a substantial
~ transformation determination miy be similar to criteria mentioned in the Dai
Beddon case. However, Daisy - Beddon does not specifically mention a.bstan&ﬁ
transformation and we 40 not here assume that the court in that case wished

it as such to be a consideration. Accordingly, having already decided that the
merchandise in gxestion is properly classifiable under item 685.14, TSUS, either
as an eo namine article or as an unfinished articligﬁxedocttmeofnbstmtm
tnnsfa'?la lon is krelevmttoom:detemimdm

With regard to your contingency of diversion argument, it should be noted
that 19 U.5.C. 1516 allows interested parties to contest anly the “appraised .
‘'value, classification, ot rate of duty.”  In the instant case, our prior
-discussion of the issues. hmlvedledmhomlﬁeﬂutthewm
dise was properly classifiable under item 685.14, TSUS, dutiable at 5 percent
ad valorem. That determination was neither dependent on, nor affected by,
"either the country of origin or exportation of the merchandise involved.
Likewise, even had we ruled ﬂmtﬁ\edmssisuﬂmtmlpulsvereclassiﬂ-
-able separately fram the picture tubes (which would then have been dutiable at
‘15 percent ad valorem), such determination would neither have depended on, nor
-been affected by, either the country of origin or exportation of the merchan-
-dise.  Accordingly, to the extent that your petition addresses the country of
origin of any of the merchandise involved in the present case, it is outside the
areas lpecified by section 1516 (classificatwn, value. rate of duty) as proper

for a ruling.

detionally, hoﬂ:eextmtthatmcmtmgmofdimim a:gmt
was ‘meant to support the notion that the merchandise in issue is not classi-
fiable as an entity under either the eo 'nomine provision.for assemblies ‘in item
&S.l‘,ﬂs,orasmmmid:edanmemmtwwm

18. Int:hepast,thedoctrimotmdngaxyofdimimhhemmedho
ascertain the country of exportation for merchandise for appraisement purposes.
Under the doctrine, ®*merchandise imported from one country, being.the growth,
production, ormufactureofmthermtry,mstbeapptdmdat its value in
the principal markets of the country from which immediately faported, unless it.
is shown that itnsdestimdﬁorthennitedsutesatﬁ:et.inotoﬂgh\al
shipment without .any contingency of diversion.”  United States v.. .G. W, Sheldon
& Oo. (Dumn Rai.ke & Oo.), 53. Treas. Dec: 34, 36 T.D. 0311 1575).

19.Inthistega:d,because|efuﬂthedoctdmofmtu¢h1ttms£0maum
irrelevant to our classification determination, there is no meed to rule on
metheraﬂxatrmfomatimmlnthemitedm,nﬂ\emm
reftain&maomnng. e
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10(h), TSUS, we have previously discussed a11 of the televant classiﬂcatim
issues involved. Indeed, we have been unable to find any. citation !n!lcati.ng
_ that contmggncy of diversion may atfect the classification of
merchandise.4V

Pinally, ngardlng the alleged mistmcy hetveen our current
classification and prior government determinations under the antidumping laws,
our previous discussion should make it clear that under Dai = Beddon the
omission of an essential part (such as a yoke) does mot application
of General Headnote 10(h), TSUS. More importantly, Footnote 1 in your Exhibit

- 6, a memorandum authored by the Quef Oomsel, U.5. Custams Sexrvice,
specifically indicates: - ;

nemteatthisgointﬂntdeteminauonsctthe'clmor
kind® of merchandise subject to a dumping finding under the
Antidumping Act do not turn on the same issues as those
pre::;oted when classifying merchandise under the Tariff Act
of .

The above conclusion is fully omsutent with our mung MFG 431.51 WR,. 018022,
dated June 15, 1972, a copy of which is enclosed, in which we indicated that
.m«ummmm&wmﬂemﬂmtmdmiﬁdne
pursuant to General Beadnote 10(h), TSUS, as television spparatus in item
685.20, TSUS. In the same letter, however, we specifically stated that: "The
tariff classification of an article is not considered as determinative of the
scope of an antidumping- investigation.® Accordingly, we reaffirm our previous
decision that the principles involved in tariff classification under the Tariff
Act of 1930 differ from those considerations involved in decisions under the
antiduq:ing laws; aﬂthat:hete is little ifa'lytelatiomhipbet\emthet\o.

mwm

u!d:l.tionho mregohg,nmnmwmwmmumm
Customs has a long and consistent history of ruling that merchandise similar to
that here in question is classifiable either under item 685.14, TSUS, or its
‘predecessor provision, item 685.20, TSUS; and that this history predates the
rulings citedinyu.:rpeudm kmﬁmemmhgcupiesotﬁu
following decisions: - :

1. MFG 431.51 MA, 009050, dated Pebruary 3, 1971.
2. NFG 431.51 KR, 018022, dated June 15, 1972

20. Asmtedmpagetsotmpeutlm, cmtimenqotdiveuimismeﬂto

determine the country of exportation for purposes of value
when aising merchandise. Likewise, under General Beadnotes 3(a), 3(c 3
(d), TSUS, we are required to ascertain whether merchandise was imported

direcﬂyorhﬂitecﬂyﬁmcertainmtdesct insular possessions for
purposes of ascertaining its dutiable status; however, such a determination is
not involved in the instant case. Pinally, because it is irrelevant to the
classification of the merchandise in this case, we refrain from making any
determination concerning a possible contingency of diversion for the picture
tubes in question.
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©'3.. CLA-2:R:CV:S L, 431.51, 029088, dated July 30, 1973
. 4. CLA-2:R:CViMSP, 053119'6C, dated September 7, 1973
5. CLA-2 RiCVINSP, 051204 8C, dated August 1, 1977,

4 Although your petition indicates that our most recent runngs may be scmewhat
confusing in their use of the words "kit,® ®entirety,” and "assembly,® all of
_the enclosed decisions clearly evidence a conclusion by Customs that the.

. merchandise was an mfiniahed m.lcle classifiable w such purmmt to General
Beadnote 10(h), TSUS.. , .

In summ:y. we cmclule ' |

‘l,. The U.5. Customs Betvice has no -n:hority to rule on
the legality of a presidential proclamation dnanging
‘the wording of the tariff schedules. Rather, in

_performing our administrative ruling function, we .
?nmtm:elymmamethxguage uwrmtlymuimd
TE0S :

2. The netdumdise here in issue 15 pmpetly clasalﬁ&le

. under the eo nomine provision for television receivers -
and parts thereof, baving a yictm:e ‘tube, -saenbnu,
color, in item 685.14, TEUS.

3.'memmmmmumummmmumc1e
... classifiable under the superior heading to item 68S.14,
TS0S, nmmthomrum 10(h), TSUS.

4. mmmmummummmrm.xm
of Customs rulings issued under item 685.20, TSUS, the -
predecessor provision tpwnmtvim 685,14, TSUS.
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APPENDIX J

SUPPLEMENTARY TABLES 0N COLOR TELEVISION RECEIVERS AND TUBES



Table J-1

Color television receivers: U.S. shipments by U.S. producers 1/ of color

picture tubes and their affiliates, and U.S.
Korean-owned producers 2/ located in the United States,

June 1986, and January-June 1987

(In thousands of units)

shipments by Japanese- and
1984-86, January-

January-June- -

Item 1984 1985 _ 1986 1986 1987
U.S. shipments:
By U.S. producers:
Receivers produced in the
United States............. 8,450 7,492 6,697 © 3,322 2,763
Receivers produced outside
the United States 3/...... 1,085 1,135 2,179 1,088 1,339
Subtotal................ 9,535 8,627 8,876 4,410 4,102
By Japanese- and Korean- .
owned producers located
in the United States:
Receivers produced in the
United States............. 4,099. 4,525 5,390 2,372 2,277
Receivers produced outside
the United States 3/...... 3,311 2,684 2,480 - 1,110 1,190
Subtotal................ 7,410 7,209 7,870 3,482 3,467
Total.............ovunnn 16,945 15,836 16,746 7,892 7,569

1/ General Electric, Philips, RCA, Sony, and Zenith.

2/ American Kotobuki Gold Star, Hitachi, Matsushita, Mitsubishi NEC,

Samsung, Sanyo, Sharp, Toshiba America, and US JVC.

3/ These data include a small amount of black and white television receivers.

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

International Trade Commission.
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_Table J-2

Color. television: receivers” produced in the United‘States U.s. shipments by

U.S. producers: and‘by Japanese- and Korean owned producers located in the

(In thousands of units)

o
United. States, by« companles 1984 86', January -June 1986 and January June 1987

Lo L Ay ET T o January-June--
Item ... 3 - 1934 1985 . 1986 1986 . 1987
'U.S. shipments by U.S. A _ ' o ,
producers: . O co o
- General Electric.......... e dock T dedek ek , Wk hadaiad
NorthiAmerican“Philips..““’ Hee dedeke bk T dekk olede
RCA.:Vuurwne o 80 e bdodd LA | Rk ek ik
- Zenith Electronfcs Corp.:.i..... . %%k S “desede + dedeke ek
Sony - Corp. of America..... »L.;. ek Cdkk ik Cddek T dkk
Total....ooiviereinennns ... . 8,450 7,492°°° 76,697 3,322 .. 2,763
U.S. shipments by Japanese- A s
and Korean-owned producers: - T L
American Kotobuki............. - - ek o dedede
' Gold Star of America, Inc.:... ok ek Sk T ek sk
Hitachi: Consumér” Products.....  ¥¥#* " ek okde | dekek deick
U:S. JVC Corp. . %uuunn... S ke  dedede | dedede Aedk dedede
Matsushita Industrial....[”,.. % C ke B dekck dedeke
Mitsubishi....: 5% ...... EOLL, ek bl deteke ek Yok
- NEC Home Electroﬁics..;.;ﬁ?;.. K dokode Cdekn sk dekck
‘Samsunig.......: e SEOL dedek * Yok dekcke L it
Sanyo nauuiac‘curi. =3 SO Feiede " dekele "".*‘*:";“ etk Jodede
Sharp Electronics dedese " fedek el B A dedeke
Toshiba America,: sedcde " el et Yedeke | ¥ekeke
Total....oovennnons. 4,099 4,525 5,390 . 2,372 .. 2,277

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

B 'a.,’" it ~.":-' T

-t

Source Compiled from data submitted in response to’ questionnaires of the u.s.

- International Trade Commission

~
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Table J- 3

Color television receivers produced outside. the United Stdtés: U.S. shipments
by U.S. producers and by Japanese- and Korean-owned prodhcérs located in’ the

Uiiited States, by companies, 1984-86, January-June ‘1986, -dnd January-
June 1987 1/

(In thousands of units) .
: . ' o - o January-June- -
Ttem . . 1984 1985 1986, 1986 1987

U.S. shipments by U. S. -producers'
-of color picture tubes:. .
General Electric/RCA....... .

-~

Yok Yedede .%**-' dedek Fokok
Zenith Electronics Corp....... ¥k | deek drdcde stk Fedede
Sony Corp. of America.....:.... vekeke R IR . D .. A .
Total..... et vee. 1,085 1,135 .~ - 2,179 - 1,088 - '~1,339
‘‘U.S. shipments by Japanese- and TR : . R
: Korean-owned producers of : . o el o
color picture tubes located . ‘ SRR T o R
in the United States: ' ' . S T
Gold Star of America, .Inc..... ek kk - ohedede etk ek
Hitachi......... N R dedeke | dekek ek - fokke
U.S. JvC Corp...l,...:;;..,,:;‘ deiok el Fedek sk sedede
Matsushita............. e Wik . dekek ;L dedede Yotk Jedede
Mitsubishi........ N A | ik B el dedeke
NEC Home Electronics...... e eick dokk . deleke ol dekoke
Samsung............,....,,;...‘ ik ek Aedede . odcde eleke
Sharp Electronics............. ook dedede ek Sede¥e ik
Toshiba America, Inc.......... _ Jkk Jedeke bakodod L dekeke Lokl
Total..g..,...;,......;..,.. 3,311 2,684 2,480 "1;110 1,190

B _/ These data include a small amount of black and white television receivers

Source Compiled from data submitted in response to questionnaires of the u.s.
International Trade Commission. T '

Note: Because'of rounding, figures nay not add'to the totals shown.
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Table J-4
Color picture tubes:- Purchases and intracompany transfers by the color- g
television-receiver- producing affiliates of U.S. producers 1/ of color picture"y
tubes and by Japanese- and Korean-owned.color television:receiver producers-2/::
located in the United States, 1984-86, January-June 1986, and January-

"~ June 1987 L L

(In thousands of units)

: ‘ . R o ~ January-June-- :
Item o ‘1984 1985 1986 ‘1986 1987A

Purchases of color picture tubes : A
by U.S. producers of color . P e
television receivers: . T R T

Intracompany transfers. R dedek Fedek ol dedede D dedek
. Other tubes produced in the . o , e AT e
United States............. : ko dekke . ekede I
Tubes produced outside the: : P AR
United States............. ik - Fdck - cdoek . ek ok
Subtotal......... C... .. 8,838 - 7,632 . 7,768 . ..3,854 = 3,446
Purchases of color picture tubes A TR
. by Japanese- and Korean-owned : . e ' Lo T e
..producers of color television . . )
receivers located in the . . o
United States: ' : , - T
‘Tubes produced in the . o R
United States............. -2,923 - 2,758 . 3,539 1,582 - 2,190
" Tubes produced outside the ' - S T
United States............. 1,350 2,228 2,768. - 1,259 752
Subtotal................. 4,273 - 4,986 6,307 - 2,841 - 2,942
Total.,.{..,.u:..,...u 13,111 12 618 14,075 - 6,695 - 6,388

1/ General Electric, Philips, RCA, Zenith, and Sony. IR -
2/ American Kotobuki, Gold Star, Hitachi, 'US Jve, Matsushita -Mitsubishi, NEC,
Samsung, Sanyo, Sharp, and Toshiba ‘America. : S

Source: Compiled from data submitted in response to questionnaires of the u. Sxf
International Trade Commission. - R : -
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Table J-5 ‘

Color picture tubes: Purchases and intracompany transfers by theé color-
television-receiver-producing affiliates of U.S. producers of color picture
tubes, by companies, 1984-86, January-June 1986, and January-June 1987

_“(In thousands of units)

] January-June- -
Item - — 1984 1985 1986 1986 1987

Purchases of color picture tubes
by U.S. producers of color
television receivers:
Intracompany transfers;
General Electric........... *dek *kk *kk Fkk *kk

North American Philips ..... *kk *hk Fkk *hk Fokk
RCA. ... i i *hk *k%k Fkk - k% khk
Zenith Electronlcs Corp.... kkk Fokk T kR | kkk Fokk
Sony Corp. of America...... *kk *kk *kk k% *hk

Subtotal................. *kk *kk Fhd kK *kk

Other tubes produced in the
United States:

General Electric........... *kk Fkk *kk *xk T kR
North American Philips..... *kk *kk *kk *kk *kdk
RCA. ... i i ittt ieannn *k%k *h% *kk Lk *kk
Zenith Electronics Corp.... *kk *kk Fhk o Rk . kkk
Sony Corp. of America...... *kk badaiad fakakd bakadid fadadd

Subtotal....... e *kk *kk *kk ok Fdkk

Tubes produced outside the
United States:

General Electric........ R *kk Kk ek Fokk
North American Philips..... Fekek o dkk *kk *kk *kk
RCA............... h e, *okk *k%k ke *kk Fkk
Zenith Electronics Corp.... Fokk *kk *kk kK k%
Sony Corp. of America...... *kk *kk *kk . A Fkk
Subtotal........ e kel okl fakakad fakaliad *h%
Total......... e 8,838 7,632 7,768 3,854 3,446

Source: Compiled from data submitted in response to questlonnalres of the U.S.
International Trade Commission.
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Color picture tubes: Purchases by Japanese- and Korean-owned color television

recelver producers located in the United States, by.companies, 1984-86,

January-June 1986, and January-June 1987

(In thousands of units)

1984

January-June- -

1985 . 1986 1986

1987

Item

Purchases of color picture tubes
by Japanese- and Korean-owned
color television receiver
producers located in the United
States: o : '

' Tubes produced in the
United States:

American Kotobuki...... Vel

Gold Star of America, Inc.

Hitachi Consumer Products..
U.s. JVC Corp..........v...
Matsushita Industrial......
Mitsubishi.......... P
NEC Home Electronics.......
Samsung International......
Sanyo Manufacturing Corp...
Sharp Electronics..........
Toshiba America, Inc.......

Subtotal................ _L‘

Tubes produced outside the
United States:
American Kotobuki..........
Gold Star of America, Inc..
Hitachi Consumer Products..
U.S. JVC Corp...covvvvnnns
Matsushita Industrial......

Samsung.............. e
Sanyo Manufacturing Corp...
Sharp Electronics..........
Toshiba America, Inc.......

Subtotal.................

SEEEEEEEEON
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2,942

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

International Trade Commission.






B-109

APPENDIX K

PURCHASE PRICES REPORTED IN RESPONSE TO COMMISSION QUESTIONNAIRES -
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Table K-1
Color picture tubes: Weighted-average purchase prices of domestic color

picture tubes purchased from unrelated and related parties, by screen size,
1985-87 '

Table K-2
Color picture tubes: Weighted-average purchase prices of imported Japanese

color picture tubes purchased from unrelated and related parties, by screen
size, 1985-87

Table K-3 :
Color picture tubes: Weighted-average purchase prices of imported Canadian

color picture tubes purchased from unrelated and related parties, by screen
size, 1985-87

Table K'l" 0 ’ .
Color picture tubes: Weighted-average purchase prices of imported Korean

color picture tubes purchased from unrelated and related parties, by screen
size, 1985-87 :

Table K-5
Color picture tubes: Weighted-average purchase prices of imported color

picture tubes from Singapore purchased from unrelated and related parties, by
screen size, 1985-87

Table K-6

Color plcture tubes: Weighted-average purchase prices of domestic color
picture tubes purchased from unrelated and related parties, by screen size and
by supplying producers, 1985-87
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Table K-7

Color picture tubes: Weighted-average purchase prices of imported Japanese
color picture tubes purchased from unrelated and related suppliers, by screen
size and by supplying producers, 1985-87

% e %

%
%

” k]

Table K-8

Color picture tubes: Weighted-average purchase prices of imported Canadian
color picture tubes purchased from unrelated and related suppliers, by screen
size and by supplying producers, 1985-87

Table K-9

Color picture tubes: Weighted-average purchase prices of imported Korean
color picture tubes purchased from unrelated and related suppliers, by screen
size and by supplying producers, 1985-87

Table K-10

Color picture tubes: Weighted-average purchase prices of imported color
picture tubes from Singapore purchased from unrelated and related suppliers,
by screen size and by supplying producers, 1985-87

Table K-11

Color picture tubes: Individual bid competition prices for 13-inch color
picture tubes purchased by Sanyo from unrelated domestic and import sources,
by country of origin and suppliers, 1985-87

Table K-12

Color picture tubes: Individual bid competition prices for 19-inch color
picture tubes purchased by Sanyo from unrelated domestic and import sources,
by country of origin and suppliers, 1985-87
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tubes: Individual bid competition prices for 20-inch
purchased by Sanyo from unrelated domestic and import
origin and suppliers, 1985-87

tubes: Individual bid competition prices for 25-inch
purchased by Sanyo from unrelated domestic and import
origin and suppliers, 1985-87

tubes: Individual bid competition prices for 19-inch
purchased by Sharp from unrelated domestic and import
origin and suppliers, 1985-87

tubes: Individual bid competition prices for 20-inch
purchased by Sharp from unrelated domestic and import
origin and suppliers, 1985-87

tubes: Individual bid competition prices for 25-inch
purchased by Sharp from unrelated domestic and import
origin and suppliers, 1985-87
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Purchase prices for imported Japanese 13-inch color

pilcture tubes purchased by Matsushita from a related party source, by
suppliers, 1985-87
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Table K-19 : .

- Color picture tubes:.' Individual bid competition prices for 19-inch color
picture tubes purchased by Matsushita from unrelated domestic sources and from
a related source 'in Japan, 'by .country of origin and by suppliers, 1985-87

Table K-20 - .
Color picture tubes: Purchase prices for imported Japanese 20-inch color

: plcture tubes purchased by Matsushita from a related party source, by
suppliers, .1985-87.° -~ : -~ )

Table K-21

Color picture tubes: Individual bid competition prices for 25-inch color
plcture tubes purchased by Matsushita from unrelated domestic sources and from
a related source in Japan, by country of origin and suppliers, 1985-87

Table K-22 : :
Color picture tubes: Purchase prices for imported 20-inch color picture tubes

purchased by Philips from an unrelated source in Singapore, by suppliers,
1985-86

Table K-23 .

Color picture tubes: Purchase prices for domestic 19-inch color picture tubes
purchased by Philips from an unrelated and a related source, by suppliers,
1986 and 1987
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Table K-24 .
Color picture tubes: Individual bid competition prices for imported Japanese
20-inch color picture tubes purchased by Philips from unrelatéd sources in
Japan and domestic 20-inch tubes purchased from a related soutce, by
suppliers, 1985-87

Table K-25 o '
Color picture tubes: Purchase prices for domestic 25-inch coler picture tubes

purchased by Philips from an unrelated and a related source, by suppliers,
1986 and 1987





